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A Look at 
Talent Retention 
for Credit & A/R 

Professionals

CRF Survey Results and 
an Overview of 

Several Company 
Talent Retention Programs

By Tom Diana

Keeping Great Employees

All companies want to retain high-performing 
employees. Longer-term employees not 

only acquire specific skills needed for efficient 
company operations, but they are familiar 
with company procedures and culture. Many 
companies invest in employee training and 
education, so retaining those employees 
validates that investment.

CRF conducted a survey in January 2015 to 
determine the extent to which formal Talent 
Retention Programs have been implemented 

in survey respondents’ companies. Nearly 350 
respondents participated in the survey.

CRF Talent Retention Survey Results
Among the survey respondents, only 15% 
indicated their Credit and A/R Operations had 
access to a formal Talent Retention Program. 
The vast majority of respondents (85%) indicated 
they did not have access to such a program.

However, of the survey respondents who didn’t 
have a Talent Retention Program, a majority of 
them indicated they would either like to have one 
in their company or they may be open to having 
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one as they indicated they would like to know more about such programs. While about 
30% of survey respondents indicated a Talent Retention Program is not necessary for 
their operations, 16% said they would like to have one and 55% indicated they would like 
to have more information on such 
programs.

Longevity of Talent Retention 
Programs
The survey responses indicated 
that a majority of Talent Retention 
Programs have been in operation 
for 5 years or less. For those 
respondents reporting that they do 
have a Talent Retention Program, 
40% said their program has been 
in existence 2 years or less; 29% 
indicated their programs have been 
in operation 2-5 years, and only 
31% said their program has been in 
operation for 5 years or longer.

Eligible Credit Positions
For those respondents reporting 
that they do have a Talent Retention 
Program, they were asked what 
positions were eligible from among 
a selection of five major Credit and 
A/R positions. Fig. 1 shows the 
extent to which each of those five 
positions were involved in some type 
of Talent Retention Program. Those 
positions, in ascending order of 
eligibility are: Deduction Personnel 
(28%), Cash Applicators (44%), 
Collectors (72%), Credit Managers 
(81%) and Credit Analysts (83%).

Types of Incentives
For those respondents reporting 
they have a Talent Retention 
Program, Fig. 2 shows that most of 
these companies offer one or more 
of the most common employee 
incentive categories:

• Remuneration (69%)
• Education and Training (91%)
• Promotional opportunities (69%)  

Impact of Employee Incentives
The CRF Survey respondents 
indicated that those who have talent 
retention programs have enjoyed positive results with significant success in one or more 
areas of employee impact (see Fig. 3). On the most important impact of reducing employee 
turnover, 74% of respondents indicated their employee retention efforts have led to a lower 
rate of employees leaving for other positions. Survey respondents (71%) indicated their 
efforts have led to a higher level of measured or perceived employee morale versus other 
departments and/or companies. Employee retention efforts also have been successful 
in terms of employee job progression. Survey respondents reported that 61% of them 
experienced a higher rate of in-house promotions.
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Positive Results
Although the survey indicates that Employee Retention 
Programs are not widely utilized, they seem to be quite 
successful for companies that offer them. The survey also 
indicated a large portion of survey respondents would like to 
have more information on such programs.

In order to elicit more information from companies that have 
some type of Talent Retention Program, CRF conducted 
several interviews with Credit Professionals from those 
companies. The following are highlights of these interviews 
that we hope will serve to further enlighten those seeking 
more information.

Commerce Bank
Rob Olsen is the SVP, Commercial 
Payments Credit & Risk Credit Officer 
for Commerce Bank, a full-service bank 
that provides, among other services, 
automated payment solutions to large 
organizations. He pointed out that these 
solutions can reduce or nearly eliminate 
customers’ Purchasing and Accounts 
Payable operations by fully automating 
their payment processes and systems.

 
Mr. Olsen said that Commerce is committed to company-
wide talent development and retention. He noted that most 
vacancies are filled from within the company, which has 
resulted in a significant average longevity among employees. 
“Most of my peers have been here 25-30 years,” he said.
 
The bank identifies employees that exceed the level of 
being good individual contributors to the organization. These 
employees strive for an even higher level of performance 
by their eagerness to learn new skills and come up with 
innovative solutions.  “You need a balance of both types of 
employees,” Olsen said. “You need the steady, consistent 
performers but also those who are innovative and hungry to 
move up.”
 
Every year areas of the bank put together a 1-3 year 
development plan that allows employees to move to other 
departments so they are more prepared to fill open positions 
anywhere in the company. “We do everything we can to 
hire from within.” Mr. Olsen pointed out that, filling positions 
from within helps to ensure there is an adequate number of 
employees that possess the necessary technical skills and 
knowledge, in addition to being familiar with the company’s 
culture.
 
There are two types of talent retention plans – one to prepare 
employees for leadership roles and one that prepares 
employees to move into vacancies created through executive 
retirements.
 
The Leadership Development Program is aimed primarily 
at mid-level employees to prepare them for management 
roles. This program involves sending employees to 
conferences, giving them outside training and allowing them 
to work in other departments and locations. “We do things 

to show them we want them to grow and develop,” Mr. 
Olsen said.
 
The Executive Development Program is designed for 
higher-level employees to give them the additional skills and 
company exposure they will need to successfully move into 
executive positions that will eventually open.
 
Mr. Olsen said his company’s strong approach to talent 
retention has paid off. “We would rather train someone 
within the company who’s smart and eager. We’re willing to 
spend more time to develop someone internally rather than 
look outside for talent,” Mr. Olsen said.  “We have very few 
employees that leave the company for other jobs.”

Uline Shipping Supplies
Kurt Albright is the Director of Credit & Collections at Uline 
Shipping Supplies, a 30,000 SKU distributor of warehouse 
supplies and equipment that is rapidly growing. Mr. Alright 
manages the Collection, Cash Application and Credit 
departments for Uline.

Mr. Albright pointed out that it is expensive to train employees 
so his company takes measures to retain good employees. 
“We spend a lot of time, energy and resources to keep them 
with our organization,” he said. “We do everything we can 
to make sure they’re challenged and have opportunities for 
career growth.”

Talent retention has been an important 
focus in the Finance Department. “A 
lot of this started out in the Finance 
Department and it’s now become adopted 
on a broader basis throughout the 
company,” Mr. Albright said. “Finance has 
been in the forefront of this effort.”

As for the Finance Department, Albright 
pointed to a multifaceted approach that 
provides employees with opportunities to 
enhance their likelihood of long-term employment at Uline. 
For example, employees may be involved in efficiency teams 
that strive to improve processes. “They feel engaged in what 
they’re doing,” he said.

The Finance Rotation Program at Uline offers employees 
a 3-4 year rotation through various sectors of the Finance 
Department, such as Accounting and Financial Planning & 
Analysis. He noted employees chosen for this program view 
it as a “plum opportunity.”  

Tuition reimbursement of up to $5,000 is also offered to 
employees. Mr. Albright supports his employees’ education 
up to the Master’s Degree level.

Remunerative incentives are also part of Uline’s array of 
benefits that help to retain good employees. Mr. Albright 
noted that employees at all levels are eligible to earn profit 
sharing and bonuses.

Employees hired as collectors have demonstrated a very 
high success rate. Mr. Albright noted that most of them have 

Rob Olsen

Kurt Albright
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accounting and/or business backgrounds, and tend to work 
their way up the ranks. “That’s a pool from where we often 
promote people.”

As for the effect Uline’s Talent Retention efforts have had on 
employees, Mr. Albright succinctly said, “They tend to stick 
around.”

Intel
Pat Okonek is the Manager, Global Credit Risk & Controls at 
Intel. In addition to his duties in credit, he works on special 
projects such as integrating an acquired company’s credit 
operations into the current Intel structure.

Mr. Okonek said his department completely supports Intel’s 
overall mission of talent retention, which prepares employees 
for success within the organization.

The credit group keeps a scorecard of performance, and 
company recognition is conferred upon employees from units 
that perform well. For example, Mr. Okonek noted that a 
collection center might be measured according to weighted 
average days to pay, and that score filters down to individual 
collectors.

Employees also receive recognition for participation and 
leadership in cross-functional teams and projects. “People 
want to be recognized for their performance,” Mr. Okonek 
said. “In our group, it’s part of our culture to recognize 
outstanding performance.”

Training programs develop additional skills, which allow 
employees to move up the ranks at Intel. “Over time 
employees may take advantage of these opportunities to 
rotate into other finance roles,” Mr. Okonek said. “Some 
employees really like what they do and often discover there 
are growth opportunities within the department.”

The Talent Retention Program at Intel has been successful 
in Mr. Okonek’s view. “We do retain good people,” he said. 
“They have a tendency to stay with the organization for a long 
time.”

David J. Joseph Company
Diane Kirkpatrick CICP, ICCE, is the Credit 
Manager of The David J. Joseph Company 
(DJJ). The company processes, recycles 
and brokers scrap metal and leases railroad 
equipment. Nucor, one of the leading steel 
makers in the US, acquired DJJ in 2008. 

Ms. Kirkpatrick has been with the company 
for over 30 years and heads the Credit 
Department, which is staffed with seven 
teammates including Credit Analysts 
and Collectors. She said the company’s receivables are 
consistently over 95% current. 

Keeping teammates long-term has been a hallmark of her 
company. “Within the company, we have a lot of longevity,” 
Kirkpatrick said. Longevity among teammates is also 
consistent with the philosophy of its parent company. 
“Nucor always looks at teammates as their valued asset,” 
Ms. Kirkpatrick said. “We are very proactive in keeping our 
teammates and having discussions about their careers.” 

Recognizing the cost and effort in training new employees 
has been central to her company’s commitment to employee 
longevity. Ms. Kirkpatrick pointed out that at the heart of this 
effort is communications. “We make a concerted effort to 
communicate freely and often with our teammates. All goals 
of Nucor and DJJ are coordinated to emphasize teamwork, 
and company goals are clear to our teammates.” 

In addition to good communications with employees, there 
are other incentives her company offers. Ms. Kirkpatrick said 
the company provides training designed to enhance the skills 
of her staff members. “We have the tools we need to become 
the experts we are today,” she said.

Thank you 
IAB Solutions, LLC

CRF would like to thank IAB Solutions, LLC for their 
kind dontation of lanyards for our 2015 Forums. 

Your generosity is deeply appreciated!

Diane Kirpatrick
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Continental Building Products
Jim Pahl, Accounts Receivable Manager for Continental 
Building Products, has been involved in a technology 
upgrade that was fully implemented in the last several 
months. 

Mr. Pahl noted that the new technology 
upgraded a system that was 9 to 10 
years old. A committee of high-ranking 
company officials evaluated and chose 
the product. The committee consisted of 
the CEO, CFO and the head of IT. The 
cost considerations were primarily the 
responsibility of the IT Department. “The 
IT team was the keeper of the purse 
string,” Pahl said.

The project took only about a year to complete. Mr. Pahl said 
in the fourth quarter 2013, products were initially reviewed. 
By April 2014 the selected product was installed, and then 
about 6 months later in October, it went live. The product 
proceeded through four progressively refined versions before 
going live. At the time of it going live Pahl said, “It’s coming 
along. There are a lot of things that have to be tweaked.” 
As with most technology upgrades Pahl said, “It was a 
challenge.”

The technology upgrade was comprehensive in terms of 
functionality. Mr. Pahl described it as encompassing both 
Accounts Payable and Accounts Receivable when processing 
the order-to-cash transaction cycle, General Ledger and 
warehouse functions. 

A consultant was hired to help in the process of developing 
the software with the service provider. Mr. Pahl said the 
consultant wrote a script that involved the various steps and 
functions the software had to go through in order to meet the 
needs of his department. “This time we had to write a script 
for our functions in credit,” Pahl said. The process required 
some customization of the software to fit his department’s 
needs. Finally, it had to be fine tuned to operate the credit 
functions smoothly. “We needed to write a job description for 
each program so that we could work out all the bugs before 
going into production,” Pahl added.

After going through this process, Mr. Pahl learned some 
things that may be helpful to others facing the same 
challenge. He said the service provider selected for the 
project should have knowledge of Credit and A/R functions. 

“I would make sure the people they bring in have 7 to 8 years 
experience in the field,” he said. 

If a consultant is hired to help with the technology upgrade, 
Mr. Pahl recommended they have 4 to 5 years of A/R 
experience. “If not, you will spend valuable time educating 
your software provider about what you truly need,” he added. 
Mr. Pahl also recommends taking sufficient time on the A/R 
portion of the system. 

The front end of the process in selecting a service provider 
is critical in Pahl’s view. He suggested that the A/R 
representatives involved in the project come to the vendors’ 
presentations prepared to provide sufficient details so they 
are able to answer all of your questions. “The front end is 
where you want to nail it down,” Pahl said. “Avoid being 
rushed in the process because A/R is usually last on the list.  
Make sure before signing off that you have a meeting with 
your A/R team to thoroughly review and check all important 
details.” 

Finally, Mr. Pahl recommended that each department 
involved in the technology upgrade meet separately with 
the service providers and require them to demonstrate the 
technology to determine how each department’s needs are 
processed for a successful integration. 

Thermo Fisher Scientific (Asheville) LLC 

Diane Patterson, Credit & Collections 
Manager at Thermo Fisher Scientific 
(Asheville) LLC, said she started working 
with a service provider well-known to CRF 
members when she met them at the CRF 
EXPO in August 2008. She followed up 
with the firm a year later at another CRF 
Forum in October 2009, and a contract 
was signed in late 2009 for the technology 
upgrade.

In July 2010 the upgraded system went live. “It was all very 
customizable to do what we wanted it to do, especially with 
deductions,” she said. “Deductions are an issue with the 
distributors we deal with. We can set and adjust collection 
rules as our needs change.”

Ms. Patterson pointed out that her company requires 
justification for any significant spending, and that the service 
provider had a template she could use to arrive at a cost 

Jim Pahl

Diane Patterson

Technology Upgrade Perspectives

By Tom Diana

Editors Note: The 2014, Q3 edition of the CRF News presented an article on the 
issues credit professionals confront when considering or undergoing an upgrade 
to the technology underlying the processes in their Credit and Account Receivable 
operations. The following are the accounts of two credit professionals who went 
through this process at their companies.
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savings calculation by plugging in key variables. The key 
variables included staffing, the number of accounts and the 
total number of invoices. The resulting computations arrived 
at a 15-month payback for the software (the cost savings 
over a 15-month period would essentially equal the cost of 
the software).

The cost saving calculations included staffing reductions, 
improved DSO (Day Sales Outstanding) and lower bad debt 
reserves. She also noted the additional benefit of being 
able to close a business unit and roll those products into an 
existing unit while going through the implementation. This 
was accomplished without needing additional headcount and 
actually eliminated three positions from the closed unit.

Another advantage of the new software Ms. Patterson 
pointed to was that it is designed to be upgraded to work 
with SAP. She said that this would be beneficial in view of 
her company’s imminent adoption of SAP. She noted that her 
company’s business units operate independently, but when 
they begin using SAP, her department will be able to view 
accounts in other business units that are already using SAP 
with the same collection software. 

As to how the software has performed, Ms. Patterson said, 
“It works great.” She noted that the service provider sent an 
employee to her company to provide assistance. They also 
have annual user meetings to provide feedback on possible 
upgrades and share best practices.

After going through the process of a technology upgrade, 
Ms. Patterson advised getting all the stakeholders to play an 
active role in the project. “It is key to get the users involved 
in the implementation,” she said. “When we got down to the 
nuts and bolts of the implementation, all the key personnel 
were brought into it.”

Join the growing movement of Credit Professionals 
who rely on CRF to fulfill their professional needs...

To learn more about CRF Membership CLICK HERE

CRF membership continues to grow . . . 
Come grow with us!

http://crfonline.org/membership/plugin.asp
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On March 11, 2015, the United States District Court for the 
District of Delaware issued a memorandum decision in 

the case of Temple-Inland, Inc. v. Cook, No. 1:14-cv-00654-
SLR (D. Del. March 11, 2015) that may impact the future 
of Delaware Unclaimed Property laws. While the Opinion 
appears to be favorable to holders of unclaimed property in 
Delaware, it should be noted that the Opinion was issued in 
the context of procedural motions (a motion to dismiss and a 
motion for summary judgment).
  
The Opinion does seem to have worried the Delaware state 
government, who rushed to communicate with participants 
and firms representing them in Delaware’s Secretary of State 
Voluntary Disclosure Program about the Opinion and the 
state’s position on the ruling. On March 12, 2015, an open 
email from Jeffrey Bullock, Delaware’s Secretary of State, 
stated that the “Court’s opinion in what was a preliminary 
stage of this litigation has absolutely no impact on Delaware 
law and how the law has been applied historically or will be 
applied going forward as it relates to estimation or any other 
aspect of the Delaware escheat law.” But rather, “the Court 
simply opined that it would not dismiss the case outright 
and wished to have more evidence to decide the rest of the 
various claims asserted by the plaintiff.” There are several 
points in the opinion that are important to anyone who is 
involved in unclaimed property matters and unclaimed 
property litigation, and while the Delaware’s Secretary of 
State’s point is that “all is well” with escheat in Delaware, that 
might be a very temporary state of affairs if this case makes 
it to trial.
 
In the opinion, U.S. District Court Judge Sue Robinson 
refused to dismiss the lawsuit which argued Delaware’s 
practice of estimating a corporation’s unclaimed property 
liability is unlawful and violates constitutional due process 
rights. While the District Court did not grant summary 
judgment to Temple-Inland at this early stage in the 
proceeding, the Court’s decision left open the possibility 
that Temple-Inland could prevail under its four remaining 
constitutional claims. 

On May 21, 2014, Temple-Inland, Inc. (“Temple-Inland” or the 
“Plaintiff”), a Delaware incorporated entity and a subsidiary 
of Memphis-based International Paper Co., after having 
undergone a Delaware unclaimed property audit conducted 
by the contract auditor, Kelmar Associates (“Kelmar”), filed 
suit in Delaware U.S. District Court against the Delaware 
Secretary of Finance, the State Escheator and the Audit 

Manager (collectively, the “Defendants” or the “State”) 
seeking equitable, declaratory, injunctive, and other relief 
for violation of Plaintiff’s rights associated with the use of 
estimation and other techniques arising during the course 
of the audit by the State of Delaware to estimate Temple-
Inland’s unclaimed property liability under the Delaware 
Escheats Law, specifically Section 1155. The unclaimed 
property liability was originally estimated to be in excess of 
$2 million and was calculated back to 1981. Following an 
administrative appeal, the assessment was reduced to $1.4 
million.
 
Template-Inland’s complaint alleged that the estimation 
of liability by Delaware violates federal common law (the 
Texas Cases’ priority rules), on the theory that Delaware 
does not first identify the property interest at issue or the 
precise debtor-creditor relationship. The Texas Cases’ 
priority rules state that the state of the creditor’s last known 
address (as evidenced by the holder’s books and records) 
is the state with the superior claim if two states seek claim 
to abandoned property. If this state is not identified or does 
not have an unclaimed property law, the state of the debtor’s 
incorporation, often Delaware, may claim the property. It also 
requires a precise debtor/creditor relationship as defined 
by the law that creates the property at issue and Temple-
Inland argued that Delaware had not identified the debtor in 
the debtor/creditor relationship in its audit because it used 
estimates instead of the company’s books and records.
 
Temple-Inland also alleged that Delaware cannot retroactively 
apply the records retention requirement and the estimation 
provision to years prior to 2010 under the due process clause 
of the United States Constitution. Temple-Inland alleged that 
Delaware’s estimation methodology violates federal common 
law and Temple-Inland’s constitutional rights, and is arbitrary 
and capricious, given that Kelmar, the States’ Audit Manager, 
identified only $147.30 in property that should have actually 
been escheatable to Delaware during the audit period (and 
given Temple-Inland’s unclaimed property compliance history, 
which involved relatively low amounts being escheated to all 
states annually).
 
Temple-Inland also asserted that the use of the error ratio 
multiplied by revenues was arbitrary and operated like a tax. 
Temple-Inland provided evidence that its unclaimed property 
liability had no correlation to the amount of its revenues in a 
given year, arguing that there is “no factual or legal basis for 
using revenues as a benchmark for unclaimed property in 

Delaware’s Unclaimed 
Property Laws Come 

Under Attack
By Attorneys:

Rafael X. Zahralddin-Aravena
Shelley A. Kinsella

Eric M. Sutty
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a disbursements account.” Further, Temple-Inland disputed 
Kelmar’s adjustment of its revenues to reflect ACH payments 
for purposes of the denominator of the error ratio (but the 
failure to similarly adjust revenues for purposes of multiplying 
the error ratio by such revenues). Finally, Temple-Inland takes 
issue with the independent reviewer’s failure to make clear 
how he arrived at the revised liability calculations.

The State moved to dismiss Temple-Inland’s complaint for 
lack of subject matter jurisdiction and failure to state a claim. 
Temple-Inland moved for summary judgment on its various 
claims. In the Opinion, the District Court granted in part and 
denied in part the Defendants’ motion to dismiss and denied 
Temple-Inland’s motion for summary judgment. 

Details of the ruling are below:

Jurisdiction
The District Court held it had jurisdiction over the matter 
because Temple-Inland asserted “five counts for federal 
preemption and violations of the United States Constitution” 
and denied the State’s motion to dismiss for lack of subject 
matter jurisdiction. This ruling was significant because 
it confirms that the Delaware District Court is a viable 
alternative to Delaware’s state courts, which the Delaware 
state legislature has designated as the sole forum for 
litigation of unclaimed property disputes.

Federal Common Law and Preemption 

Unfortunately, the Court held that that the U.S. Supreme 
Court’s Texas Cases’ priority rules do not apply in disputes 
between private parties and states, so the federal common 
law which required a specific debtor-creditor relationship 
was held not to apply. The Opinion seems to contradict 
other Circuit Court rulings by both the Third and Tenth 
Circuits, in which it was ruled that the Texas Cases did apply 
to disputes between private parties and states. See New 
Jersey Retail Merchants Ass’n v. Sidamon Eristoff, 669 F. 
3d 375 (3d Cir. 2012), and American Petrofina Co. of Texas 
v. Nance, 859 F.2d 840 (10th Cir. 1988). The District Court 
dismissed Temple-Inland’s claim that the use of estimation 
techniques is preempted by federal common law (i.e., the 
priority rules set forth in the Texas Cases) which would have 
required a specific debtor-creditor relationship and reliance 
on the company’s books and records – not estimates. Judge 
Robinson held that Section 1155 of Delaware’s Escheat 
Act, which authorizes estimation of unclaimed debts, is not 
preempted by federal common law because Delaware does 
not first identify the property interest at issue or the precise 
debtor-creditor relationship. At this time, it is unknown if 
Temple-Inland will appeal this aspect of the Opinion.
 
Substantive Due Process
The District Court denied the State’s motion to dismiss the 
substantive due process claim. Temple-Inland argued that 
its substantive due process rights were violated because 
the use of estimation to calculate the debt results in two 
or more states claiming the same property, as expressly 
prohibited by the Texas Cases. Judge Robinson held that 
substantive due process was intended to include, among its 
protections, the general protection against “certain arbitrary, 

wrongful government actions regardless of the fairness of the 
procedures used to implement them.” 

The Opinion suggests that the estimation methodology 
employed by Delaware may violate due process. The District 
Court stated, “[i]f the allegations as claimed are true, the 
disputed money may indeed violate the Supreme Court’s 
prohibition against ‘more than one State . . . escheating a 
given item of property.’” Ultimately, the District Court denied 
the Defendants’ motion to dismiss Temple-Inland’s claim for 
violation of substantive due process. The Court stated that 
the estimates cannot be attributed to a particular owner, but 
that “the unclaimed money on which the estimate is based 
may be traced to identifiable creditors.” This is significant, 
particularly to those under audit and in the Delaware VDA 
program, given that uncashed checks may have escheated 
to other states under the primary rule, and checks payable to 
payees with addresses in other states are routinely utilized in 
Delaware’s estimation of liability.

Ex Post Facto Clause
Temple-Inland alleged that enactment of Section 1155 in 
2010 of the Delaware Escheat Act violated the ex post 
facto clause of the United States Constitution by imposing 
a retroactive penalty for lack of recordkeeping. The District 
Court denied the State’s  motion to dismiss the ex post 
facto claim. The District Court held that additional facts 
were needed to determine whether the Delaware General 
Assembly in adopting Section 1155 “merely codified a pre-
existing practice.” The Opinion concluded that the effect 
of the 2010 amendment “set the stage for a violation of 
substantive due process. In effect, the State is faced with a 
dilemma which suggests that Temple-Inland may ultimately 
prevail on this argument. The District Court stated: 

The Delaware General Assembly . . . eliminated 
the document retention requirement and avoided 
characterizing §1155 as a penalty. In so doing, the 
General Assembly set the stage for a violation of 
substantive due process. In other words, defendants 
are faced with a dilemma: If §1155 is not a penalty 
provision, it likely violated plaintiff’s rights to substantive 
due process. If, on the other hand, §1155 is a penalty 
provision, its retroactive application likely violated the 
Ex Post Facto Clause. The court is unprepared, at this 
juncture, to determine which scenario is most likely. 

Takings Clause 

The District Court denied Defendants’ motion to dismiss the 
Takings Clause claim. Temple-Inland alleged that the State’s 
use of estimation gives rise to an unconstitutional taking of 
its property without just compensation. On the other side, the 
State argued that Temple-Inland cannot have a legitimate 
property interest in unclaimed funds. The District Court found 
that Temple-Inland pled sufficient facts to support the position 
that it has a legitimate property interest in the estimated 
liability, given that the estimate may not be traceable to bona 
fide creditors. Judge Robinson noted that “if Delaware does 
not have the authority to escheat the property in question, 
then the seizure of such property without just compensation 
would be a violation of the Takings Clause.” 
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Commerce Clause and Full Faith and Credit Clause
The District Court denied the State’s motion to dismiss the 
Commerce Clause and Full Faith and Credit Clause claims, 
but instead chose to defer its decision. Judge Robinson 
stated that, “[g]iven the brevity of the parties’ briefing, the 
court is unprepared, at this stage, to determine whether 
the Supreme Court intended secondary priority to attach if 
the laws of the creditor’s State are silent on the question 
of escheat or if, as defendants allege, secondary priority 
attaches if the laws of the creditor’s State actively exempt 
certain property from escheat.” Under the Full Faith and 
Credit Clause, federal common law imposes on Delaware a 
duty to give another state’s federal judgment the same force 
and effect as it would be entitled to in that state’s federal or 
state courts. Since the estimation used by Delaware includes 
property exempted by other states under a business-to-
business exemption, Temple-Inland alleged it interfered with 
commerce in those states and also violated the Full Faith 
and Credit Clause of the U.S. Constitution. The District 
Court did note that it is inclined to agree with the sentiment 
expressed by the U.S. District Court for the District of New 
Jersey that “inherent in the State’s sovereignty is its choice 
not to exercise custodial escheat over the disputed property.” 
The Court further noted that “the Full Faith and Credit Clause 
violation is inexorably intertwined with the alleged violation 
of the Commerce Clause.” Ultimately, the Court denied 
the State’s motion to dismiss Temple-Inland’s “potentially 
meritorious Commerce Clause claim” and its Full Faith and 
Credit Clause claim.

While this Opinion is somewhat limited to the early stages of 
the case, surviving a motion to dismiss does lend viability to 
certain challenges to an unclaimed property audit, and certain 
other issues were decided on summary judgment important 

to unclaimed property litigants. More important than the issue 
dismissed by Delaware’s motion are the issues that have 
survived. The ultimate ruling in this case could result in more 
holder friendly laws in Delaware in the near future, so this is a 
case to watch. 
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Lyle Wallis – CRF VP of 
Research to Retire

CRF President, Bill Balduino, announced first to the 
Board of Trustees and then to the general membership in 
attendance at the Tucson Forum, that Vice President of 
Research - Lyle Wallis - intends to retire at the end of this 
calendar year. Mr. Wallis will be with the Foundation for 
over 17 (seventeen) years at the point of his retirement, 
and has been instrumental in the success the organization 
has enjoyed during his tenure.  More to come on Mr. 
Wallis in future newsletters, but we all want to wish him 
the best of luck, health and happiness as he progresses to 
retirement – he clearly will be missed.

Giving Credit - CRF President Bill Balduino (left) congratulates CRF 
Vice President of Research Lyle Wallis on his long career in credit, 
as well as his service to CRF. Mr. Balduino had just announced to 
attendees at the CRF Forum in Tucson, March 23-24, 2015, that Mr. 
Wallis will be retiring at the end of 2015.        Photo by Tom Diana

The CRFOnline Classroom™ course - 
170: Advanced Deduction Management 
will help improve how you view your 

ability to manage Deductions

This course is recommended for those with Deduction Management experience 
or have successfully completed CRF 160: Deduction Management Fundamentals. 

It consists of Five Video Learning Sessions:
1. Benchmarking Deduction Management Effectiveness 
2. Building Effective Cross Functional Teams 
3. Negotiation Tips & Strategies 
4. Enabling Technologies 
5. Outsourcing Deduction Management
 
The total runtime for the five video learning sessions is about 3 hours. 

For details and how to register please CLICK HERE.

http://classes.crfonline.org/Public/Course%20160.aspx?PageView=Shared
http://classes.crfonline.org/Public/Course%20170.aspx?PageView=Shared
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CRF March Forum 
– Annual General 
Membership Meeting
 
The Credit Research 
Foundation recently 
concluded its March 
Forum in Tucson, 
Arizona. It was the 
fourth consecutive 
sellout and the 
second largest March 
meeting in the 66 
year history of the 
Foundation. The 
March Forum also 
includes the General 
Membership Meeting, in 
which members receive 

an update on the status of the Foundation.
 
In general, while I think participants were happy to be any 
place where there was no visible evidence of snow, post 
Forum feedback forms strongly indicated that attending 
membership were extremely pleased with the agenda and 
peripheral education sessions. The topics for the August 
Forum and EXPO are already posted on the CRF website 
and promises to again provide substantial content. 
To see topics CLICK HERE
 
I had the unique opportunity and pleasure of offering 
a very special announcement to the attendees – that 
Lyle Wallis had notified us of his intention to retire at 
the end of the year. While sad news for all of us who get 
to enjoy his company and efforts, it is fabulous personal 
news for Lyle, and we will certainly miss him. As stated 
above, the March session also offers members insights 
into the state of the Foundation, and the following 
highlights offer a brief descriptive of what was discussed 
or reviewed:

• The current Board of Trustees was nominated for 
an additional year of service – Board members and 
officers are listed on page 23 of this newsletter with 
my personal thanks being offered to the Board for 
their contributions

• Financially, the Foundation remains strong with 2014 
providing additional funds from operations to be 
placed in the general fund balance

• We continue to receive extraordinary support from 
our existing Platinum Partners with three new 
contributing firms being introduced as well – each 
offering a complementary value to the existing group 
for CRF members 

• The establishment of a new category – Friends of 
the Foundation – these are six (6) firms from the 
legal community, who have contributed significant 
content and intellect to our group through the years, 
and are now supporting the Foundation financially as 
well

• CRF’s commitment to steadfastly maintain its laser-
like focus on membership value

• The Membership report offered some exciting 
statistics as the Foundation membership enjoyed 
significant growth in 2014 – one of a very few 
that can boast membership growth, but clearly our 
fraternity is strong and vibrant

• The amazing nature of the continued sellouts and 
the Board’s and Team CRF’s grateful appreciation for 
your continued interest in our programs and Forums

• A large thank you to CRF members as they continue 
to recommend the Foundation to their peers 

 
These were the major areas, but I can assure you there 
were many more points of interest, congratulations and 
merit.
 
I did highlight the need for “R & R” – i.e. Registration and 
Reservation – This pertains to the August Forum, which 
is being held in Seattle on August 10-12. If we continue 
to enjoy the success we have been afforded and have 
another sellout, we will be stretched for rooms as the 
city of Seattle is also hosting a citywide event that will 
negate the ability to reserve or block additional rooms. 
CRF already has 125 registrations and this will truly 
be a situation where demand may outstrip supply. I 
mention this in the context of the approximately 60 HIGH 
CALIBER industry partners that will be offering insights 
into their products and services at the CRF EXPO, which 
is part of the program. Please, please, please – if you 
have intentions of participating – you need to get 
some “R&R” !!!!
 
So into Spring we go – full of energy and a desire 
to deliver value and content that is critical to our 
membership. We thank you for all that you do for the 
foundation and very much look forward to seeing you 
in Seattle!
 

 Just a few thoughts . . . .
 from CRF’s President, Bill Balduino

Bill Balduino
President, CRF

http://www.crfonline.org/events/August/august.asp
http://www.crfonline.org/membership/PP_Promo_2015.pdf
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Photos by Tom Diana

CRF Forum 
Tucson, AZ

March 23-25,  2015

Photos by Tom Diana
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Introduction
Utter the word “automation” in a room of credit managers or 
accounts receivable professionals and it’ll conjure up different 
feelings. Companies have tangled with automation promises 
in the past, and with mixed experiences. It is certainly true 
that a credit manager who works with her accounts 40 hours 
per week will be reluctant to turn over her discretion to a 
machine.

Nevertheless, it cannot be ignored or denied that computing 
makes life easier and has made our society and our business 
organizations much more efficient. It’s also undeniable 
that computing power is becoming more accessible and 
impressive.

The accounts receivable function appears to be a perfect 
candidate for automation-type and other technology solutions. 
Accounts receivable professionals must process a lot of 
data, make constant calculations, and do lots of repetitive 
processes - all of which is right in a computer’s sweet spot.

This explains why so many technology products have been 
developed and targeted to credit and A/R professionals. The 
history has been a bit bumpy, however. This article explores 
that history, describes the current state of automation and 
technology enabling products, and dreams about the exciting 
future to come.

A Short History of Technology in 
Credit & A/R Space 
How we got to where we are today
It wasn’t that long ago when credit managers and accounts 
receivable professionals did everything with a pen and pad. 
The personal computer’s introduction, and shortly thereafter 
the invention of the spreadsheet1, changed everything. 
Building and managing databases was within the reach of 
virtually all organizations.

Technologists began to innovate, writing software programs 
to assist companies in performing workflows and managing 
certain types of data. Credit and A/R functionality was 
typically housed within a large Enterprise Resource Planning 
(or ERP) platform. 

1 http://www.theatlantic.com/technology/archive/2014/10/
behold-the-awesome-power-of-the-spreadsheet/381604/

Some companies created their own homegrown platforms, 
while others leveraged growing platforms by Oracle, SAP, 
Epicor, Infor and others. In fact, these ERP companies 
became some of the globe’s largest organizations by 
providing all-in-one big box software. 

These software programs were expensive to buy, expensive 
to install, and expensive to maintain. The software was 
installed on premise (i.e. on a server that the installing 
company would maintain), and IT departments became a 
staple at every organization. Credit and A/R professionals 
began to rely heavily on the IT workers, who were employed 
to keep all computers connected to the server and all 
software up-to-date.

For credit and accounts receivable professionals, this was 
a huge improvement from the pen and pad. They had better 
access to their company’s data, and they could manage 
different workflows.

There were, however, challenges. 

As everyone built their companies around different systems, 
they began to notice that the platforms didn’t talk to one 
another. Many tried to collaborate and rally around defined 
data standards to better exchange data between these 
systems. One such effort was to standardize invoice data with 
Electronic Data Interchange (EDI).2 

However, the effort never really fully solved the problem, 
largely because it’s very difficult to get a seemingly infinite 
number of systems to commit to a single standard. 

Another problem with the big box and homegrown 
technologies is that while the products got very sophisticated, 
it never exactly did what companies needed. Companies 
needed customizations.

Credit and accounts receivable professionals are too familiar 
(and frustrated) with the process of making technology 
change requests. There are always unique functions, 
integrations, data queries and more that professionals need 
from their software products, but the big box or homegrown 

2 h t t p : / / e n . w i k i p e d i a . o r g / w i k i / E l e c t r o n i c _ d a t a _
interchange#Barriers_to_implementation

Credit Apps

Cash Application
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State of Automation 
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Technology
by Scott Wolfe, CEO
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system simply doesn’t contemplate. The list of needs is 
never ending, and worse yet, by the time IT gets through the 
complicated effort of implementing the change…the business 
needs have changed as well.

That brings credit and accounts receivable professionals 
to the present day. They can ask themselves this: What 
version of IE is installed on their computer? Why can’t it be 
upgraded?

Even worse, why is it that credit and accounts receivable 
departments must stare at green screens (we’re talking to 
you AS400!) and clunky enterprise software all day at work, 
and then go home to scan through beautiful, fast and highly 
functional applications like Facebook?

The World & The Technology Status Quo Has 
Changed 
Where Credit & Accounts Receivable Technology Is 
Today

The world changed, and it continues to change at an 
enormous velocity.

Things started to change in the early 1990s when the Internet 
went mainstream. At that time, websites were pretty much 
electronic business cards, and had virtually zero impact on a 
credit or A/R professional’s job. When the Internet dawned, 
in other words, it was irrelevant to the technology used in 
corporate credit departments.

Soon thereafter, however, the phrases “Web 2.0” and “cloud 
computing” surfaced.  These terms refer to software products 
that are completely consumed by a user through a web 
browser. All of the company’s data, therefore, resides on a 
server maintained by the software publisher, and an entire 
company can access the most up-to-date software product 
at all times, by all users, from anywhere in the world using 
only a web browser. Furthermore, the user can access the 
software without installing anything, implementing anything, 
or doing anything at all. They just sign up and go - just like a 
Facebook account.

These buzz words – “Web 2.0” and “cloud computing” - 
started to spread through technology conversations like 
wildfire, and billions of dollars in venture capital began to pour 
into technology companies who were building “software in the 
cloud.”

In the beginning of this era, there was the promise that this 
could substantially impact credit and accounts receivable 
departments. In reality, however, most investments into Web 
2.0 and cloud technologies manifested themselves around 
the consumer market (i.e. Facebook, Dropbox) and the sales 
and marketing departments (i.e. Salesforce, Marketo).

Today’s technology world is far along in the “Web 2.0” and 
“cloud computing” era however, and these technologies are 
beginning to substantially impact the credit department. 

Applications like Billtrust enable companies to send, 
receive, pay for, and completely manage the invoicing 

and cash application through cloud software. Accounts 
receivable workflows and collection workflows can be 
managed through cloud technology products like Funding 
Gates and High Radius. Accounts receivable and accounts 
payable departments are being connected in real-time like 
never before through Ariba, Tradeshift and Taulia. And the 
nightmare of managing sales tax is solved by products like 
Avalara.

These examples are all web-based software offerings that 
never would have seen the light of day before the Internet 
and “Web 2.0.” They specialize in functions that big box and 
homegrown systems are not great at, and their focus in each 
area enables them to be agile and thorough in their offerings. 

There’s something much more interesting about cloud 
technologies like these, other than the fact that companies 
can ditch their servers and IT support. The real excitement 
comes in what cloud based technologies can empower credit 
departments to do.

Cloud based technologies place all of a company’s data into 
the “cloud,” which means that the data is accessible by other 
cloud based products. These products are easily integrated 
with one another through APIs (application programming 
interface(s)), and this means that credit departments who 
want to leverage a product to perform a certain function 
need not go through an IT circus to get data pumped into the 
product. It can just happen.

Most importantly, the cloud revolution has ushered in a 
software democracy. Venture capitalist Marc Andreesen 
summed it up most famously in a Wall Street Journal op-ed 
from 2011 when he observed that “software is eating the 
world.”3 

In the past, if you wanted to build software for a credit 
department, you needed to have the infrastructure of an 
Oracle. Today, however, there are small, agile and brilliant 
software engineers working on this problem within different 
start-ups and maturing companies. 

Today, therefore, we live in a software democracy - the 
millennial economy. 

We’ve been through the silicon chip, the personal computer, 
the Internet (Web 1.0), the Cloud (Web 2.0), and we now sit 
at the edge of a technological revolution that will be even 
more drastic than all the others. It’s been called Web 3.0, or 
the Internet of Things…but it all boils down to this: You.

The Future of Credit & A/R Technology 

In 2006, Time Magazine named their “Person of the Year,” 
and that person was you.4  This was decided because 2006 
saw a lot of user-generated content businesses, such as 
Wikipedia, Youtube, Facebook and others, take off. These 
companies went on to be valued in the billions, and they built 
themselves entirely on people willing to log in and create 
interesting content for them.

3 http://www.wsj.com/articles/SB100014240531119034809045
76512250915629460
4 http://en.wikipedia.org/wiki/You_(Time_Person_of_the_Year)
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The Time Magazine hat-tip to “you,” however, was also 
foreshadowing what has been termed as “Web 3.0.” The next 
technological wave will leverage the Internet, cloud-based 
computing and advanced programming languages to build 
absolutely everything around the user….to build it around 
you.

That applies to both people and companies. 

An example of technology that is being developed around 
you as a person is Nest, which is a cloud-based thermostat 
that learns the user’s schedules and preferences and then 
governs the climate in a home-based thereupon. This 
technology utilizes the cloud to perform artificial intelligence 
functions (i.e. learning a person’s schedule) and falls into the 
growing “Internet of Things” category.

These consumer technologies are neat, but they are only a 
preview for the very exciting use of these same technologies 
in the corporate space.

IBM’s Watson project, for example, is an artificial intelligence 
project that got famous when it won against champions in 
Jeopardy! Why is this relevant to business software? The A.I. 
work being done by Watson will change a lot of industries, 
and an example of this is in healthcare. IBM claims that if 
Watson looks at a patient’s medical records, it can “tell you 
it’s 95% certain that one chemotherapy is better than all other 
options.”5 

Consider this comment about Watson as explained by 
physician José Baselga in the CNN Money article, “IBM 
unveils plans for Watson supercomputer:”

Watson can do what other doctors can’t: digest and 
remember vast amounts of data and keep up to date on 
the latest research. For example, Watson could analyze 
patients’ health backgrounds well enough to warn against 
treatments that might have a rare but deadly side effect.6 

What does this have to do with credit departments?  A lot. 
Here are a few examples of how Web 3.0 and artificial 
intelligence technologies promise to quickly change the credit 
professional’s function.

Real Time Automated Conversations With 
Customers and Non-Payers
Currently, a credit manager or accounts receivable 
professional can use a technology product to keep track of 
who owes money and what workflows should be applied on 
the account. The professional goes through row after row 
of data, and makes call after call. Why, though, is a human 
responsible for this? 

At first, it seems like a perfect task for a human. The human 
has intuition, after all, and there are strong arguments that 
human intuition will never be replaced by machines.7  At 
5 http://money.cnn.com/2014/01/09/technology/enterprise/
ibm-watson/
6 Id.
7 http://www.theatlantic.com/technology/archive/2011/08/
why-computers-will- never-replace-us/243818  

the same time, however, there are machines and software 
products that exist today that can fool people into believing 
that they are interacting with another human, and not a 
machine.8 

What if the follow-up and conversations about non-payment 
was automated with machine intelligence? This is not the 
standard, familiar and scary automation. This is really 
intelligent automation that mimics human interaction. 

This is already happening in both non-credit and collection 
functions, and within credit and collection functions. 

In the non-credit and collections space, X.ai is an example 
of artificial intelligence software that promises to replace 
assistants in the scheduling process. The software will have 
real-time conversations with humans over email to schedule 
meetings. This technology is good, getting better, and 
extremely well funded.

In the credit and collections space, consider a new company: 
True Accord. This company just raised over $5 million in 
Series A financing from sophisticated investors, including 
one of the Paypal founders. Their product uses “behavioral 
analytics and a humanistic approach to help enterprises…” 
automate, intelligently, their collection processes.9 

While humans have the benefit of intuition, they also have 
the detriment of letting emotions and biases get in the way of 
decisions and in the way of better relationships. TrueAccord 
is not just automating the collections process, but they are 
doing it in a way that improves relationships between the 
buyer and the seller.

It’s easy to see how the millions of dollars being invested into 
companies like True Accord, X.ai and the artificial intelligence 
technologies is going to yield some very interesting products 
for credit departments in the near future.

Data Sharing & Integrations Everywhere
Waiting on IT resources to connect the company’s data to 
different systems and databases is a vanishing problem. 
More and more software platforms are built in the cloud, and 
the underpinnings of this technology is to be very connectable 
to other platforms through APIs. In the near future, credit 
departments will be able to access all of the data across their 
companies, and have the luxury of being able to adopt new 
solutions without kicking off a 2-year IT project.

One very current example is in the technology being built 
around the accounts payable function. Unlike accounts 
receivable technology, a lot of products and developments 
are being adopted in the accounts payable space, with 
hundreds of millions of dollars in technology investment 
building products like Tradeshift, Taulia, and Ariba. 

At it’s core, these technologies are leveraging the cloud and 
the ability to integrate between cloud platforms to make it 
easier for multiple platforms to speak to one another. 

8 http://www.theguardian.com/technology/2014/jun/08/su-
per-computer- simulates-13-year-old-boy-passes-turing-test
9 https://www.crunchbase.com/organization/trueaccord



20
©2015 Credit Research Foundation

Is Your Collection Agency Certified?

Make sure their certification is granted by  
Commerical Collection Agencies of America 

whose four pilllars...

serve as the foundation of each member to elevate the  
standards of the commercial debt collection industry.

Commercial Collection Agencies of America is the ONLY collection agency certifying 
body in which ALL members are certified.  

 

Commercial Collection Agencies of America has an independent Standards Board 
which sets the requirements for agency certification.

For more information, please contact Executive Director, Annette M. Waggoner  
at awaggoner@commercialcollectionagenciesofamerica.com or call 847-907-4670  

or visit our website at www.commercialcollectionagenciesofamerica.com

CCofA_5_7v2Ad.indd   1 1/14/15   1:42 PM

The accounts receivable space is a bit behind, but a lot of 
interesting work is happening in the space nevertheless, and 
it’s only a matter of time before the credit departments are 
seeing more intercommunication between different platforms, 
internal data and systems, and platforms used by their 
customers.

Conclusion: Automation 2.0 Is Real, Coming 
Soon, and Transformative
Automation can be a scary word. The automation concept, 
however, is being drastically enhanced by fast computer 
processing speeds, machine intelligence algorithm 
improvements, cloud based platforms and the software 
democracy. Hundreds of millions of dollars are being invested 
into the space every year. The technology promises to be 
transformative, and not only is it coming soon to the world 
at large, but it’s coming soon to credit departments as well. 

Credit professionals and accounts receivable professionals 
can find competitive advantages for their departments if they 
adopt sooner, and those slow to adopt, could bear risks.

About the author:
Scott Wolfe is CEO of zlien in New Orleans, LA, a platform 
that reduces credit risk and default receivables for contractors 
and suppliers by giving them control over mechanics lien and 
bond claim compliance. He may be reached at: 
scott@zlien.com. Twitter: @scottwolfejr 

http://commercialcollectionagenciesofamerica.com/
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There are risks associated with extending credit to a 
customer, and as diligent credit professionals, you take steps 
to mitigate that risk. Often times, you begin by reviewing 
your customer’s credit history, the amount of outstanding 
debt and payment history. But, assessing your customer’s 
credit-worthiness is only the beginning. You know that risk 
mitigation is an ongoing endeavor. Once you decide to 
extend credit to your customer, you need to ensure you are 
a secured creditor. Implementing basic credit management 
remedies, like UCC filings, could save yourcompany 
hundreds of thousands of dollars. 

Article 9 of the Uniform Commercial Code (UCC) governs 
secured transactions in personal property and affords 
trade creditors the opportunity to secure their goods and/or 
accounts receivable by collateralizing the personal property 
assets of their customer. A properly perfected UCC Financing 
Statement (UCC, UCC filing or UCC-1) grants the creditor a 
security interest, therefore reducing the risk associated with 
extending credit. 

In order to create a security interest, you must:

• Have a signed Security Agreement that must contain a 
granting clause and collateral description.

• Record the Financing Statement to make the security 
interest public record.

• Notify the prior secured creditors in order to Establish 
Priority in Inventory. 

Death and Taxes 

Although this may seem 
disheartening, it’s important to 
point out that a properly perfected 
UCC is not aguarantee. The 
old adage is true “…the only 
guarantees in life are death and 
taxes.” However, a properly 
perfected UCC puts creditors in 
the best possible position to get 
paid. To dispel a few myths about 
UCCs:
 
• “It will hurt my sales!”
Fact: Becoming a secured creditor enables you to extend 
greater credit limits, sell to marginal accounts and 
provide credit to accounts with limited credit history. A UCC 
filing is another tool that allows you to say “YES” 
instead of a red stamp of “Credit Rejected.” 

• “It’ll never work. I’ll always be behind the bank & never get 
paid.”
Fact: Bank relationships change - i.e. refinance. You may find 
you need to subordinate to a bank, but you will still remain 
ahead of other In this bankruptcy, secured creditors. 

• “My customer’s bank won’t let them sign the security 
agreement.”
Fact: The bank should not have a problem with you being a 
secured creditor, however, the bank may request that you 
subordinate. 

• “The UCC filing will hurt my customer’s credit rating.”
Fact: UCC filings do not impair your debtor’s credit rating. 
The filings will appear on the credit report, but simply to 
provide confirmation that another creditor has a secured 
position or that you pledged collateral for trade credit. 

• “If I ask my customer to sign a security agreement, they 
are going to leave me & buy from a competitor that won’t ask 
them to sign a security agreement.”
Fact: Are you 100% sure your competitors are not filing 
UCCs or, at the very least, including security language in 
their agreements? The legal departments at companies 
throughout the country take advantage of the opportunity to 
incorporate security language – it is a basic risk mitigation 
tool. Reassure your concerned customer that the UCC filing 
simply allows you (the vendor) to be a secured creditor in the 
unlikely event they file bankruptcy. 

• “Eh, it’s not worth the money or 
the hassle! 
”Fact: Look for a service provider 
to handle the “hassles” for you. 
Ask for assistance in developing 
your collateral description, 
reviewing your agreement to 
ensure it contains important 
aspects like the granting clause, 
pulling the articles to confirm 
your debtor’s name & jurisdiction, 
preparing and recording the 
actual filing, monitoring the filing 
for expiration & monitoring your 

customer for changes with the Secretary of State.

You Filed a UCC & Your Customer Defaults
Congratulations, you filed a UCC in order to position yourself 
as a secured creditor! Unfortunately, your customer 
has defaulted on payment terms. You have attempted to work 

CASE STUDY
Filene’s Basement

In this bankruptcy,
secured creditor’s were
paid 100% of their claim
and unsecured creditors

were only paid 50% of
their claim.

UCC Financing Statements: UCC Financing Statements: 

Filing Myths and 
  Default Facts
Filing Myths and 
  Default Facts

by Kristin Alford, NCS Education and Marketing Specialist

http://www.law.cornell.edu/ucc/9/part_2
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with your customer, but they are still unable to meet 
the commitment. Now what? 

Any time your customer has defaulted on payments, it is 
strongly recommended you take immediate action to 
recover the funds; the longer an account remains unpaid, the 
harder it becomes to collect. A great, and relatively 
inexpensive, first step is to send a Demand Letter. A demand 
letter is a demand served upon your debtor, advising legal 
action may be taken if payment is not received within a 
specified timeframe. 

In the event the demand letter does not prompt payment, 
you may need to proceed with further legal action. Your  next 
course of action is dictated by the type of UCC you filed. 

Did you file a PMSI UCC? 
If your customer has defaulted on payment(s) and you have 
filed a Purchase-Money-Security-Interest (PMSI) UCC, 
you need to determine whether or not you would like your 
equipment/inventory (aka goods) back. 

• If you do not want your goods back, you can place your 
claim with an attorney to file suit. By filing suit, you may 
be allowed to receive Judgment to garnish accounts or 
attach to assets. 

• If you do want your goods back, and your customer 
has the goods, you have the right to repossess without 
disturbing the peace. 

If you are unable to peacefully repossess the 
inventory/equipment, you could:
• Send a demand letter with a copy of the UCC filing 
• File suit against your debtor
• File a temporary restraining order (TRO)
• Proceed with Replevin Action 

• Did you file a Blanket UCC?
If your customer has defaulted on payment(s) and you 
have filed a Blanket UCC, you could: 
• Send a demand letter with a copy of the UCC filing 
• Send 9-607 notices 
• Place the outstanding debt with a collection agency, 
using the Security Agreement and UCC filing as      
leverage to get paid 
• File suit against your debtor 

• Has your customer filed bankruptcy? 
Keep in mind, the bankruptcy court freezes all debtor assets. 
“The automatic stay provides a period of time in 
which all judgments, collection activities, foreclosures, and 
repossessions of property are suspended and may not 
be pursued by the creditors on any debt or claim that arose 
before the filing of the bankruptcy petition.” 

• If your customer filed Chapter 7:
File your secured proof of claim, regardless of whether you 
filed a PMSI or Blanket UCC. 

• If your customer filed Chapter 11:

• PMSI UCC: If you would like your goods back and your 
goods are at your customer’s location, contact      the 
Trustee to repossess. If the Trustee is uncooperative, a 
Motion can be filed with the bankruptcy court, however, 
motions to repossess may be denied, due to the 
necessity of your goods in the business operation.
• Blanket Filing: File a secured proof of claim and monitor 
for distribution. 

It is important to remember, a UCC filing is a remedy and not 
a cause of action in suit.

• My customer filed bankruptcy - can I continue a UCC 
filing once the automatic stay is in place?
When the bankruptcy code was amended, section 362(b)(3) 
was created to grant secured creditors the opportunity to 
maintain or continue the perfection of their security interest, 
even if the automatic stay is in place. 

“… (3) under subsection (a) of this section, of any act 
to perfect, or to maintain or continue the perfection  of, 
an interest in property to the extent that the trustee’s 
rights and powers are subject to such perfection  under 
section 546 (b) of this title or to the extent that such act is 
accomplished within the period provided  under section 
547 (e)(2)(A) of this title…” 

There have been some cases where the secured party did 
not continue their filing and the bankruptcy court still allowed 
the security interest, however, it is strongly recommended 
you continue any UCC filing in order to maintain your priority 
and your position as a secured creditor.

Do Creditors Really Get Paid? 
Yes, creditors really do get paid - although every bankruptcy 
exit plan is different. Let’s take a look at a fewbankruptcy 
cases, which demonstrate the immense benefit of being a 
secured creditor rather than an unsecured creditor*.
Filene’s Basement 

“Secured creditors have been paid in full, holders of priority 
claims and convenience class claims have received 100% of 
their allowed claims, and unsecured creditors have been paid 
50% of their allowed claims.” 
Uno 

http://www.law.cornell.edu/ucc/9/9-103
http://www.law.cornell.edu/wex/judgment
http://www.law.cornell.edu/wex/replevin
http://www.law.cornell.edu/ucc/9/9-607
http://www.law.cornell.edu/uscode/text/11/362
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“The plan gives the holders of $142 million of senior secured 
debt 100 percent of the stock in the new company. Unsecured 
creditors who sell their claims will receive about 13 percent.” 

HomeBanc Corp.
“The accompanying disclosure statement says that unsecured 
creditors with $223.5 million in claims would recover between 1 
percent and 10 percent. Secured creditors with claims of $69.6 
million would be paid fully.” 

Intermet Corp.
“The disclosure statement says first-lien creditors should 
expect a 70 percent recovery while second-lien term loan 
lenders, owed $107 million, and unsecured creditors with $93 
million in claims, could realize around 1 percent.” 

There is No Question 
There should be no question as to whether or not it is in your 
best interest to take steps to secure your receivables 
– it is absolutely in your best interest. In the unfortunate event 
that your debtor defaults, you will have options as a secured 
creditor where your unsecured counterparts may not. There 
are no guarantees; however, foregoing the opportunity to 
become a secured creditor is a risk you cannot afford to take.

*The information presented here illustrates that secured 
creditors are in the best possible position to get paid. 
However, this assessment does not guarantee a payout in 
future bankruptcies.

About the author and NCS: Kristin Alford, NCS Education 
& Marketing Specialist, has assisted credit professionals 
throughout the US and Canada secure their receivables 
through the mechanic’s lien and UCC filing process. With 
more than 40 years of experience, NCS has gained national 
recognition as the premier leader for securing accounts 
through mechanics liens and UCCs. NCS has educated more 
than 90,000 credit professionals on securing their receivables 
and reducing their risk. Empower yourself with free webinars, 
OnDemand webinars, seminars, videos and social media. 
NCS also offers software and web based solutions such as 
LienFinder™, The National Lien Digest©, LienTracker® and 
LienDirect Online. These resources help manage credit risk, 
provide time and information requirements, monitor deadlines 
and generate notices. 

The 2015-2016 CRF Board of Trustees
On Tuesday, March 24, 2015, the 66th Annual CRF General Membership Meeting was held. The meeting took place at the 
end of the second day of the CRF Forum in Tucson. In a unanimous vote, CRF members elected the named members below 
for a 12-month term as officers and trustees of the CRF Board of Trustees. We wish them the very best in their efforts to 
continue to make CRF the premier educational and research organization for credit professionals in the US.

CRF Board of Trustees 2015-16 - Top Row from left are: CRF Trustees Art Tuttle, Doug Swafford, J William (Bill) Weilemann, Carsten 
Schmitz, Rob Hanus, Richard Kulik, CRF Board Vice-Chariman of Membership Frank Sebastian, CRF Vice President of Research Lyle 
Wallis and CRF Board Chairman Marty Scaminaci.

Bottom Row from left are: CRF Trustee Michael Scott, CRF Manager of Member Services Barbara Clapsadle, CRF President Bill 
Balduino, CRF Board Vice-Chairman of Finance Sharon Nickerson, CRF Trustee Michael Bevilacqua, CRF Board Past Chairman Brad 
Boe, CRF Board Vice-Chairman of Research Virginia Soderman and CRF Trustee Kris Skupas.

Not pictured is CRF Trustee Ken Green.         Photo by Tom Diana
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Slam Dunk.
Putting You in the Best Possible Position to Get Paid.

Collection Services Group  |  UCC Services Group
Construction Services Group  |  Education & Resources

®

®Securing Your Tomorrow

Contact us for your
credit management solutions:

NCScredit.com
855.627.3235

NCSsales@NCScredit.com

Learn from Leaders in Credit and A/R Management 
Join CRF Today!

www.crfonline.org

http://www.crfonline.org
http://home.ncscredit.com/
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We thank each of these firms for their support and look forward to highlighting their importance to us 
as we proceed throughout calendar 2015!

CRF Platinum Partner Lineup for 2015

A G Adjustments
ABC-Amega Inc

Billtrust
Cforia Software

Cortera, Inc
Credit2B

Credit Risk Monitor
D&B

Equifax
Experian 

High Radius
IAB Solutions

Mesirow Financial Consulting
NCS

SunGard

The Credit Research Foundation is very fortunate to 
receive support from a number of “benefactors.” As 
many of you are aware, the largest group and most 
substantial of which is our Platinum Partners. Their 
contributions and collaborative and demonstrative 
efforts across a number of fronts allow the Foundation 
to conduct and maintain its activities at the level in 
which you, our members, have become accustomed – 
and for that, we are again extremely grateful to them.

In 2015, we again say ‘thank you’ to this unique 
group as they step forward to enable our programs. 
We are happy to advise that the fifteen (15) 
firms listed in alphabetical order directly below 
will continue as Platinum Partners of the Credit 
Research Foundation.

Credit & Management Systems (CMS): Credit & Management Systems, Inc. (CMS) has been 
a leading provider of software systems for credit management and accounts receivable collections. 
They have been a long time and well respected member of CRF, and John Sargent is well known to 
many in our community.

International Credit and Trade Finance Association (ICTF): As an independent, not-for-
profit, member-led association, ICTF will provide CRF members with greater resource capabilities, 
insight and expertise in international credit and trade finance. We are pleased to welcome Aneta 
Spilman and her team.

F&D Reports: F&D Reports provides specific credit consulting services and insights on an array of 
credit and receivable management topics. F&D Reports monitors publicly & privately held companies 
across a number of industry verticals, and its product and service offerings are highly valued by the 
community. Kevin Slack and F&D are well known to many of our members.

We are equally thrilled to announce the addition of 
three (3) respected organizations to the Platinum 
Partner Program. These firms have been very 
interested in supporting CRF at this level for a 
number of years and are now officially part of the 

program. Each brings a history of support and quality 
product/service offerings to the credit and receivable 
management community, and we are proud to 
formally welcome and highlight them. 

They are:

(While these firms and the services they provide are very familiar to our members, you can learn more 
about our current Platinum Partners by clicking HERE).

http://www.crfonline.org/membership/PP_Promo_2015.pdf
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Your colleagues know you to be an important fiduciary. 
Every day you take every possible step to ensure that your company 
receives the full value it is entitled to from its accounts receivable. Let us 
support you in this important responsibility. Since 1984, many of the 
most highly regarded companies have retained IAB for our breadth of 
accounts receivables management services, especially in the critical 
field of deductions management. Put us to work for you to improve 
your company’s earnings and give you comfort that you are doing 
everything possible as a fiduciary.

iabllc.com / 800.742.0014

IAB Solutions, LLC
Partners. Solutions. Results.

O P E R A t I O n  C E n t E R S  I n :

P E n n S Y LVA n I A    |    n E W  J E R S E Y    |    C O n n E C t I C u t    |    I L L I n O I S    |    W I S C O n S I n

http://www.iabllc.com/
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CRF and ICTF Team Up  to give their members the best in 
Credit & A/R Online Education with courses offered at special rates!

Here is the Offer:
The Credit Research Foundation (CRF) and the Association of International Credit and Trade Finance Professionals 
(ICTF) are pleased to announce another great benefit for the credit and accounts receivable management community. In an 
agreement to cross market selected offerings from their proprietary educational courses, each Association can now afford mem-
bers an opportunity to grow and enhance their educational and professional expertise within the risk management discipline.
Aneta Spilman, President of ICTF, has uniquely positioned their content with the prestigious Thunderbird School of Global 
Management and the first selections from ICTF available to CRF members will be two - eight (8) week online courses.  
CRF has positioned three (3) of its on-line courses dedicated to financial analysis to the marketing agreement which Bill 
Balduino, President of CRF, believes are the fundaments of risk assessment and analysis. The courses being offered by the 
two organizations are listed below. Click on the courses to view details regarding registration, schedule and special member 
pricing.
 
CRFOnline Classroom™ Courses:
Financial Statement Analysis – six (6) week course
Financial Ratio Analysis – ten (10) week course
Diagnostic Cash Flow – ten (10) week course

CRFOnline Classroom™ Course fees:
CRF Member:  $645
Non-CRF Member:  $895
ICTF Member:  $795

ICTF/Thunderbird Eight (8) week Online Courses:
Essentials of International Credit and Trade Finance, leading to the RGCP designation
Advanced International Credit and Trade Finance, leading to the CGCE designation

ICTF/Thunderbird Online Course Fees:
ICTF Member: $990
Non-ICTF Member: $1,980
CRF Member:   $1,480
 
 
CRF and ICTF are both excited about the ability to cross market and support each other’s charters to provide quality 
educational and professional developmental resources to the domestic and international credit risk and accounts receivable 
management communities. Both Associations are experiencing significant membership growth and success, and embrace 
education as the critical component of value to their members.  Learn more about these two prestigious groups by visiting 
their websites at the the following addresses: www.crfonline.org and www.ictfworld.org

http://classes.crfonline.org/default.aspx
http://www.ictfworld.org/?page=Designations
http://www.crfonline.org
http://www.ictfworld.org
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The Remittance Coalition is a volunteer, industry-driven 
coalition of more than 350 individuals dedicated to enhancing 
the process of B2B transactions to make them more 
automated and efficient. In late 2013, the Vendor Forum 
was created as a workgroup of the Coalition to help members 
partner with software vendors to 
encourage the adoption of standards 
related to remittance and payments 
processing.

The goal of the Forum is to provide 
a venue in which AR & AP solution 
providers can:

• Learn about the benefits of 
adopting key standards (existing 
& emerging) that facilitate use 
of e-payments, e-remittance 
information exchange & straight-
through-processing (STP)

• Strategize on how to mitigate barriers to adoption of 
these standards

• Identify ways to improve interoperability among existing 
services & systems offered by these vendors

• Support efforts to reduce the variation in how standards 
are implemented in order to enable STP

The Vendor Forum meets at least 
three times per year, including an 
in-person meeting that takes place 
in conjunction with CRF’s August 
Forum & EXPO. In addition, a 
Subcommittee of the Vendor Forum 
has been formed to focus on issues 
related to AP & AR in order to 
discern the drivers and incentives of 
payment standards adoption.
 
For more information on the 
Remittance Coalition or Vendor 
Forum, please contact Katy Jacob 

at the Federal Reserve Bank of Minneapolis: remittance.
coalition.smb@mpls.frb.org or 612-204-6550.

Forum at the Forum - The Vendor Forum, a subgroup 
of the Remittance Coalition, meeting at the CRF Forum 
& EXPO in Denver, August 2014. The Vendor Forum will 
meet again at the CRF Forum & EXPO in Seattle, Aug. 
10-12, 2015.                                         Photo by Tom Diana

Vendor Forum of the Remittance Coalition to Meet 
at the CRF Forum & EXPO in Seattle in August
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CRF Releases Updated Outsourcing Study in Early April 2015

Given today’s economic circumstances in a world where competition comes from 
all corners of the globe, CRF has witnessed a renewed interest on the part of its 
members in the concept of outsourcing. The last study conducted by CRF on the 
subject of outsourcing occurred in 2011. Obviously the information contained in 
that study can no longer be considered reliable. An updated study on the subject 
has just been released to CRF Members in the form of a publication. The purpose 
of this study is not to promote the concept of outsourcing, but to provide credit 
professionals the information necessary to make an informed decision as to whether 
or not outsourcing might be considered a viable option to “business as usual.” 

In addition to updating the 2011 study, the recently released publication defines 
outsourcing, considering advantages and disadvantages in its adoption. It provides 
a template to follow, if you should choose to engage in an outsourcing initiative, and 
provides insight into how other credit professionals perceive outsourcing based on a 
recent survey on the subject matter conducted by CRF.

If you are a CRF member and have not received the publication in the mail already, 
you should be receiving it shortly. 

The Credit Research Foundation wishes to thank the following CRF members for 
lending their help and expertise to this worthwhile project. 

Mike Bevilacqua – Senior Director Credit & Collections, PepsiCo
Pete Knox – Head of Credit & A/R Administration, Nestle USA
Jackie Mulligan – Department Head Credit Operations, Procter & Gamble 
Distributing LLC
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Economic Growth

2011 2013 2015

The Economy

US Macro Outlook: 
A Long Expansion

By Mark Zandi 

Moodys Analytics

The U.S. economic expansion is approaching its sixth
birthday. It is already longer than the average expansion 

since World War II but shows no sign of significant wear and 
tear. Prospects are good that this will be one of the longer 
expansions in the nation’s history.

A strong performance
The economy’s recently strong performance is a reason 
for such optimism. Job growth is rarely ever as strong; 
aside from energy, job gains span 
all industries, regions, and pay 
scales. GDP growth has been more 
pedestrian, and the first quarter 
looks soft, but abstracting from 
the vagaries of the quarterly data, 
real growth appears close to a 
respectable 3% pace.

Expansions generally end when the 
economy overheats—that is, the 
labor market is at full employment 
and businesses are operating 
beyond their capacity. Inflation 
pressures develop and interest rates surge, exposing 
overextended households, businesses and financial 
institutions.

This expansion is far from any of this. It is debatable how 
much slack remains in the labor market, but judging from 
still-dormant nominal wage growth, it is still considerable. 
We estimate the slack, including the unemployed, 
marginally attached, and part-timers who want full-time 
work, at just over 1% of the labor force.

Moreover, even after wage growth revives, it will be a while 
before this translates into a significant increase in inflation. 
Core inflation is very low at just over 1%, and it is not likely 
to pick up any time soon given the ongoing pass-through 
from the collapse in oil prices and the surging U.S. dollar.

And although interest rates are set to rise as the Federal 
Reserve begins to normalize monetary policy in the next 
few months, under most scenarios it will be a long while 
before rates are back to where they are in typical times.

Deleveraged households
There is also no indication that households, businesses and 
financial institutions are overleveraged. Indeed, households 
have dramatically deleveraged. They owe approximately $1 
trillion less today, or almost 10% less, than at the peak of 
their indebtedness during the Great Recession.

Less debt combined with low interest rates has significantly 
lightened household debt service burdens. The share of 

disposable income that households 
must pay to make timely interest 
and principal payments on their 
obligations is as low as it has 
been since the Federal Reserve’s 
calculations begin in 1980.

Households have also diligently 
locked in the low interest rates. After 
several major mortgage refinancing 
waves, most homeowners have paid 
off their adjustable rate mortgages 
with long-term fixed rate loans. Only 
one-fifth of household liabilities have 

interest rates that change within one year of a change in 
market interest rates. This compares with a peak of more 
than one-third of liabilities in the early 1980s.

While much of the household deleveraging occurred via 
financially painful foreclosures and defaults, balance sheets 
are now in excellent shape. Delinquency rates on household 
debts are about as low as they ever get. Even 30- to 90-day 
delinquency rates on first mortgages are close to where they 
get in the very best of economic times.

Households have resumed borrowing, but only cautiously. 
Debt outstanding is still increasing more slowly than 
household incomes. Auto and student lending is strong, but 
credit card, consumer finance, and home equity lending 
is soft. This is unlikely to change soon, as households are 
expected to use the savings on their gasoline bills, and not 
more debt, to finance their spending.

Businesses are sturdy
Businesses are also in very good financial shape. Corporate 
profitability has never been stronger, and nonfinancial 
corporate leveraging hasn’t changed much since the late 
1990s.
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Moreover, businesses’ capacity to 
service their debts couldn’t be better. 
The quick ratio—the ratio of liquid 
assets to short-term liabilities—is 
hovering near 50%, about double 
its long-run average. The interest 
coverage ratio—the ratio of interest 
payments to corporate cash flow— is 
still falling and is already near record 
lows.

Businesses are borrowing more 
aggressively. Corporate bond 
issuance is robust and commercial 
and industrial lending by banks is expanding at a double-
digit pace. C&I lending is among the most reliable lagging 
economic indicators. That such lending is so strong is proof 
positive that the economic expansion 
is firmly entrenched.

To be sure, there are reasonable 
concerns that leveraged corporate 
lending is getting overdone. 
Increased merger and acquisition 
activity and extraordinarily low 
borrowing costs are fueling this 
lending. Fortunately, regulators 
appear attuned to the heightened 
risks and have issued increasingly 
strong guidance to banks, capping 
the amount of debt companies to 
which they lend are permitted to take on.

The recently completed 2014 round of Federal Reserve bank 
stress tests was also designed to determine how well the 
leveraged corporate lending of the nation’s largest banks 
would fare in a very tough economy. The stiffer regulatory 
oversight of banks’ corporate lending won’t stop businesses 
from eventually overleveraging, but it has helped, at least to 
date.

Fortress banks
The nation’s banking system has 
arguably never been on stronger 
financial ground. Bank capital ratios 
have soared since the financial crisis, 
as regulators have put enormous 
pressure on the largest banks, 
particularly to raise sufficient capital 
not only to avoid another bailout, 
but also to have enough capital to 
remain as going concerns, even in 
the darkest of economic times.

The stress-test results show that the 
banks have the capital they need, 
and then some. For the 31 big banks that took the test, the 
Tier 1 capital ratio—the ratio of high-quality capital to risk-
weighted assets—fell from the current actual 13.5% to 7.7% 
at the low point in the stress scenario. The minimum capital 
ratio required to pass the test is 6%.

The stress scenario, also known 
as the severe adverse scenario, 
is an extraordinarily high bar. In 
some ways it is a more severe 
downturn than the Great Recession. 
Unemployment in the scenario rises 
as high as 10%, and remains there 
for more than a year. In the actual 
downturn, unemployment only briefly 
touched double digits.

Bank capital is also sure to continue 
increasing, as credit conditions 
couldn’t be better. Charge-off 

rates are extraordinarily low across all types of lending. 
The charge-off rate on bank commercial real estate loans 
in the fourth quarter of last year was a single basis point. 

Bank profitability isn’t what it was 
prerecession because of tougher 
capital and regulatory requirements, 
but banks are still making good 
money.

The stress tests are also preparing 
the banking system for higher 
interest rates. The Fed’s alternative 
adverse scenario envisages what 
seems like an outside-the-box 
increase in both inflation and rates.

The shadow system
If there is a fissure in the financial system that could pose 
a risk to the economic expansion, it is in the much less 
regulated shadow system. The shadow system is largely 
composed of the money and credit markets, and collectively 
provides at least as much credit to the economy as the 
banks.

There is good reason to be focused on the shadow system. 
With regulators heavily tightening down on the banks, risk is 
moving out of the banks into the shadows. A good example of 

this is in first mortgage lending where 
the nation’s largest banks, which 
have long dominated this industry, 
have been pulling back because 
of higher capital requirements and 
regulatory and reputational risk. 
Much smaller nonbanks ranging 
from mortgage brokers and finance 
companies to Real Estate Investment 
Trusts are filling the void.

While the financial system might 
appear safer since systemically 
important banks are downsizing to 
the benefit of small lenders, it is hard 

to know what risks these much less transparent institutions 
pose. The shadow system is opaque and difficult to track, 
especially given how quickly it appears to be evolving.
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Expansion has a long way to go
Regulators were granted some powers in the Dodd-Frank 
regulatory reform to monitor and even intervene in the 
shadow system if need be. New bodies such as the Financial 
Stability Oversight Council and Office of Financial Research 
appear to be appropriately focused. They are standardizing 
and collecting more data, and they are examining key issues 
such as market liquidity and how to measure systemic risk. 
They are also appropriately questioning what is driving the 
most rapidly expanding parts of the shadow system, such as 
the junk corporate bond and collateralized loan obligations 
markets.

Identifying threats emanating from the shadow system to the 
broader financial system and macroeconomy will be difficult. 
And it wouldn’t be surprising if it is a problem in the shadow 
system that ultimately does in this economic expansion. But 
that problem is likely still far off. This economic expansion has 
a long way to run.

Mark M. Zandi is chief 
economist of Moody’s Analytics, 
where he directs economic 
research. Moody’s Analytics, a 
subsidiary of Moody’s Corp., is 
a leading provider of economic 
research, data and analytical 
tools. Dr. Zandi is a co-founder 
of Economy.com, which 
Moody’s purchased in 2005.
Dr. Zandi conducts regular 
briefings on the economy 
for corporate boards, trade 
associations, and policymakers 
at all levels. He is often quoted in national and global 
publications and interviewed by major news media outlets, 
and is a frequent guest on CNBC, NPR, CNN, Meet the 
Press, and various other national networks and news 
programs.

HAPPY SHIPPERS – From left, CRF Manager of Member Services Barbara 
Clapsadle and CRF CFO Cheryl Weaverling prepare to ship CRF publications 
to another new CRF member. These publications are just one of the many 
benefits new members receive when joining CRF. Membership continues to 
grow as CRF reached a level in excess of 600 member companies (which 
is the conservative measure CRF utilizes to gauge membership) in January 
2015 for the first time in its history  – come grow with us! To learn more 
about CRF membership please CLICK HERE.      

Photo by Tom Diana

http://www.crfonline.org/membership/levels.asp
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CRF Welcomes

Friends of the Foundation
for 2015

This group of attorney firms, in addition to their intellectual 
contributions, has stepped forward to offer financial support to the 

foundation, for which CRF and its members are very grateful.

 

Brad Sandler — (302)778-6424
bsandler@pszjlaw.com 

Lawrence Gottlieb — (212) 479-6140
lgottlieb@cooley.com 

Rafael X. Zahralddin-Aravena  — (302) 384-9401 
rxza@elliottgreenleaf.com

Scott Blakeley — (949) 260-0612
seb@blakeleyllp.com 

Bruce S. Nathan — (212) 204-8686
bnathan@lowenstein.com

Scott L. Hazan  — (212)-905-3625 
shazan@otterbourg.com
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Paper checks are losing favor as a payment channel in 
the B2B (business-to-business) space as the preferred 

electronic payment forms continue to evolve.  At the forefront 
of electronic payment channels is digital currency, which 
continues to make a media splash. While the B2B space 
has been slower to embrace electronic payment channel 
alternatives, digital currency is advancing in the B2C 
(business-to-consumer) space.  The B2B space generally 
follows advances in the B2C space with payment channels.  
The total market capitalization for digital currencies is 
approximately $4.04 billion. Highlighting opportunities with 
digital currencies, a Silicon Valley hedge fund has raised over 
$115 million from high profile tech investors to further build 
digital currency infrastructure.  That speaks to the growing 
demand for a low cost payment channel that provides for 
near immediate transfers of payments, without the control of 
money center banks.  But does all of the media coverage of 
digital currency prompt the credit team in the B2B space to 
gear up for this payment channel in the near term?

B2B Payment Channels and Their Costs
Customers have payment channel choices, and the credit 
team must be abreast of payment developments to serve 
these customer preferences.  Balanced with customer 
preference, the credit team must consider the expense to the 
supplier tied to the payment channel.  The chart below sets 
out the expense tied to the payment channel.

Paper Check E-check ACH EDI Credit Card Wire Digital 
Currency

Payee remittance 
cost * Material & Postage Free or nominal Free

Set-up fee to be EDI compliant 
($3k-$50k) and monthly service fee 

(negligible or up to $6k) depend-
ing on volume and system used

Free, or up to 
surcharge limit $10 - $50 Free or 

nominal

Business 
Processing costs †

Monthly bank account 
fee

$0.15 - $0.95 
per transaction

1 - 4% of 
transaction $10 - $50

Timing Mail float pus 
2-5 days 1-3 days 1-3 days Varies 3-5 days 1 day Instantaneous

Labor Intensive-
ness $$$ $$ $$  $$ $ $

 
† Does not include banking services such as lockbox and 
data keying.
*Average cost associated from receiving remittance to 
applying cash. This will vary from company to company 
and specific operational practices. 

Digital currency is cheaper and faster than other payment 
channels, which are keys in measuring the supplier’s 
willingness to embrace a payment channel.  Further, if 
digital currency is used less as a currency and more as 
an electronic means to transfer money, such as paying a 
supplier’s invoice, the B2B space will embrace this payment 
channel.

What is Digital Currency?
Digital currency is an Internet based medium of exchange 
that allows for instantaneous transfers and payments. It is 
traded peer-to-peer, not controlled by a central agency, and 
can be used to purchase goods and services. 

The advantage of digital currency for the credit team is that 
it is easily accessible, confirms transfers more quickly than 
other payment channels and allows invoices to be paid nearly 
instantaneously. However, since reaching roughly $1,147 in 
December 2013, the value of the digital currency Bitcoin has 
lost 80% of its value.  Critics of digital currency see the drop 
in Bitcoin’s value as an inherent limitation with digital currency 
as there is no central currency issuer assuring the face value 
of the currency.  Further, digital currency is also vulnerable to 
fraud.

Transformation of Payment Channels? 
Digital currency has the potential to transform payment 
channels in the B2B space, much the way technology 
is transforming ride sharing with such services as Uber.  
Reducing transaction costs and accelerating processing 
time makes suppliers more efficient with their quote to cash 
cycle. A key to widespread adoption of digital currency and 
this efficiency is its ability to act as a financial ledger to 
authenticate each transaction, the so-called blockchain,which 
is a recordkeeping technology that processes digital financial 
transactions.

For example, Tomcar, a car manufacturer, shows how digital 
currency may apply in the B2B space. Tomcar uses Bitcoin
merchant accounts to transfer payments from suppliers.  
Tomcar has found that the positives of digital currency, 
such as no cost and immediate transmission, outweigh the 
downsides noted.

Regulation of Virtual Currency
Increased regulation of digital currency may create more 
certainty and limit fluctuations in value, as well as instituting 
other regulatory safeguards. The Conference of State Bank 
Supervisors (CSBS) released a proposal for the regulation 
of the digital currency businesses.  CSBS’s push for digital 
regulation covers record keeping, cyber security protocols, 

Advances In Digital Currency: 
What Does It Mean To The Credit Team 
In The B2B Space?  By Scott Blakeley, Esq.
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and transaction data standards. Additionally, Coinbase 
launched the first regulated exchange for Bitcoins in the U.S. 
to integrate digital currency.  State financial regulators have 
begun to issue guidelines, but comprehensive regulation is 
evolving.

Digital Currency:  A B2B Payment Channel in the Near 
Term?  

The electronic payment channel is the most efficient and cost 
effective payment channel for suppliers in the B2B space.  
However, digital currency remains volatile as a currency 
and thus not reliable for credit teams. But digital currency 
is cheaper, faster and more secure that other electronic 
payment channels.  Supporters of digital currency view its 
quality of a transparent ledger, the blockchain, as a basis 
upon which to upend traditional payment channels.  The 
question for credit teams is how quickly the problems with 
digital currency in the B2B space, such as unstable value and 

risk of fraud, are solved.  Digital currency may be viewed by 
credit teams less as a currency and more as technology to 
swiftly pay invoices. Once technology addresses its perceived 
problems, digital currency may be embraced by credit teams.

Attorney Scott Blakeley

About the Author ...
Scott Blakeley is a principal with 
Blakeley & Blakeley LLP, where 
he practices creditors’ rights and 
bankruptcy. 
His e-mail is: 
seb@blakeleyllp.com. 

Please don’t forget 
to update 
your contact 
information. 
If your 
information 
has recently changed,  please send 
your updated information to Barbara 
Clapsadle at: barbarac@crfonline.org.

Also, if you haven’t aleady, please send Barbara 
the contact information for a secondary contact.
The secondary contact should be a person that is 
likely to succeed you upon retirement.  

Thank you for your help in keeping the CRF 
Member Database vital and current!

Attention CRF Members of Record

mailto:barbarac%40crfonline.org?subject=
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Benchmarking
Networking
Research

Publications
Forums
Online Training

CRF - Where you get the best in:

0 20 40 60 80 100

Days Sales Outstanding

Percent Current

Percent Over XX Days

Bad Debt to Sales

Best Possible DSO

Days Beyond Terms

Average Days to Pay from Due Date

Collection E�ectiveness Index

Average Days to Pay 
from Invoice Date

Delinquent DSO
(Average Days Delinquent)

92%

78%

76%

59%

54%

46%

42%

41%

33%

32%

CRF Survey Says -
The Top Ten Measures of Credit 

and A/R Performance Were ...

In January of 2015 
CRF launched the 
“CRF Quick Survey 
on Measuring A/R 
Performance.” 
The survey was 
designed to identify 
credit and accounts 
receivable activities 
tracked by receivable 
departments while 
also focusing on the 
various measures 
commonly used in 
tracking performance 
to these activities. 
The goal of the study 
was to establish the 
level of relevance 
and prevalence 
that each activity 
or performance 
measure represented 
to the credit and 
accounts receivable 
process. The survey 
was answered 
by nearly 350 
respondents.
 
The survey questions 
were designed to gauge the extent to which various measures were used to track activities related to Bad Debt Write-offs, Cash 
Application, Credit Risk and Collection, Order Processing, Deductions and Credit and A/R Performance.
 
The graph above displays the top 10 measures the survey respondents identified to track, measure or calculate Credit and A/R 
Performance. With a menu of 30 measures from which firms could choose, the survey audience was requested to choose all the 
measures that applied.
 
Note that the Collection Effectiveness Index (CEI) was the eighth most popular measure. CRF, which was involved in 
developing this calculation, advocates its use as a more precise way than other measures, such as DSO, to measure the 
effectiveness of a company’s collection efforts.
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New 

Online Course

Available 

Now!

CRF 103: Diagnostic Cash Flow

This course delivers intermediate and 
advanced methods of clash flow and financial 
ratio analysis in a variety of industry settings.

Diagnostic Cash Flow

For details and registration 
information please CLICK HERE.

Instructed by Dr. Steven Isberg
CRF Sr. Research Fellow

http://classes.crfonline.org/Public/Course%20103.aspx?PageView=Shared
http://www.abc-amega.com/services
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Outsourced invoicing service 
provider Billtrust acquired 
cash application software 
development company Open 

Scan Technologies, Inc. in late 2014.
 
While the two firms were already linked via a partnership, this 
acquisition represents the first end-to-end invoice-to-cash 
infrastructure for B2B billers.  The combined service helps 

businesses delivering a flexible invoicing process to improve 
buyer satisfaction and DSO.
 
Billtrust founder and CEO Flint Lane explained “Cash 
application is a major challenge for most businesses, and it’s 
getting more complex with the continued growth in new forms 
of payment. Our acquisition of Open Scan helps our clients 
complete the Invoice-to-Cash ‘round trip’ that culminates with 
the accurate, speedy application of cash.”

CRF reached out to Platinum Partner Dun & Bradstreet to inquire about 
their recent rebranding and modernization of their logo.  Their response 
to that inquiry follows:

When launching new brand positioning, it’s perhaps easy for 
companies to get caught up in some chest-thumping. Yet it’s 
important to remain cognizant of a vital fact: Nobody outside 
your company will come close to caring as much about it as 
you do.

Such is the mindset we have tried to bring to the recent 
release of the modernized Dun & Bradstreet brand. Indeed, 
we are proud of the visual manifestation of the work. (Yes, 
that is a ‘d’ and a ‘B’ in the ampersand of our new logo.) But 
it is much more important that our customers, prospects and 
partners – as embodied by the membership of the Credit 
Research Foundation – understand what it says about our 
purpose and promise: to grow the most valuable relationships 
in business by uncovering truth and meaning in data.

“Big data” can create massive complexity, but it’s not about 
the data itself. It’s about how you can use the data to inform 
the relationships that you need to build and those you need to 
manage more effectively. Our voice, as evident in the brand, 
reflects our persistent focus on this bigger-picture dynamic. 

IT ALL STARTS WITH THE IMPERATIVE OF GROWTH  
As we all know, growth is the lifeblood of business, and most 
of our careers are focused on finding ways to generate it. 
In fact, CEOs say growth is their Number 1 imperative. The 
reality they face today, though, is that growth seems harder 
to find than ever. Dun & Bradstreet analyzed more than 
300,000 companies in our U.S. database, and only 30% grew 
revenues in 2014.

THE SECRET TO SUCCESS: RELATIONSHIPS THROUGH 
DATA  Long-term success in business has always been 
about more than just who you know and what you do. 
It is dependent on what you do with your most valuable 
constituents. That is what makes relationships the longest-

standing, most proprietary differentiator for any company. 
Today, they are increasingly global in scale. But they are also 
hyper-networked and digitally enabled. Where the business 
relationships of yesterday were based on handshakes, calls 
and cocktails, many of them are now built through clicks, 
taps and swipes. And in this world of self-directed buyers and 
information seekers, data is how you manage relationships 
with people whose needs you don’t fully understand, whose 
language you may not speak.

A RELATIONSHIP PLATFORM   At the end of the day 
CFOs require the foresight to quickly optimize risk and 
opportunity to improve the quality, time and accuracy of 
decisioning; shorten the sales cycle; share intelligence across 
systems and teams to better identify and act upon growth 
opportunities; manage credit risk and cash flow; and optimize 
the portfolio.

To execute each of these responsibilities, CFOs and finance 
leaders must incorporate data and insight that are not easily 
obtained. More importantly, they must reach across silos 
to ensure that their activities are coordinated with areas 
including marketing, sales, compliance and procurement. 
Any company that wants to put relationships first needs to 
establish a foundation for managing relationships.  With this 
modernization of our brand, Dun & Bradstreet is emphasizing 
what we call a relationship platform.

When deciding whom to build relationships with, you don’t 
want to look at a series of isolated interactions. You want to 
analyze an interconnected web of engagement that evolves 
over time based on internal and external intelligence. A 
relationship platform creates this singular, integrated view 
of the data and insights required to manage what is often a 
complex web of information.

A Modernized Brand and a New Dialogue for CFOs in the Big Data Era
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CRFOnline Classroom™ has a new  course in its lineup 
to educate those involved in deduction managemet.  
 

CRF 160: 
Deduction Management Fundamentals

A comprehensive overview for effectively managing deductions. 

For details and how to register for this course please CLICK HERE

Learn how to tame deductions to ..... Increase Profit$

CRF 160:
Deduction Management

Fundamentals

For finance teams focused on fueling growth and industry-
leading performance, activating a relationship platform means 
having comprehensive customer intelligence to quickly make 
the right calls on managing credit and investing capital. You 
can use this intelligence to identify which customers and 
prospect segments represent opportunity and which need 
to be managed for risk. This insight can help support credit 
policy adjustments, bolster sales and marketing strategies, 
shorten the sales cycle and improve profitability. 
 
A RELATIONSHIP-DRIVEN CULTURE   Your relationship 
platform must stand on one more leg. Developing it requires 
something more than effective activation of high-quality data 
and analytics. To be a relationship-driven enterprise, you 
need a culture that is ready to embrace it. We see three vital 
qualities of these kinds of companies:

DATA-INSPIRED Many blogs and whitepapers have been 
written on the value of a “data-driven” approach to business. 
To be data-inspired is something altogether different. Where 
data-driven has a notion of the obligatory, data-inspired 
speaks to a passion about the power of data.

INHERENTLY GENEROUS By definition, a relationship 
involves at least three entities: The first person, the second 
person, and the interaction they have with each other. For a 
relationship to succeed, you must have as much concern for 
the other person and the nature of your interaction as you 
have for yourself. “Talk to someone about themselves,” Dale 
Carnegie wrote 80 years ago in How to Win Friends and 
Influence People, “and they’ll listen for hours.”

RELENTLESSLY CURIOUS There are three ways a 
company can handle the rapid pace of change in the world of 
business: Ignore it and be left behind, watch it and try to keep 
up, or embrace it and be the ones out front. Change brings 
new problems to s–olve, new things to learn and new ways 
to grow. The innovators respond to these pivotal moments by 
asking the right questions, listening for answers amongst the 
signals, and acting on those answers with conviction.

With our brand modernization, Dun & Bradstreet is 
reinforcing, to ourselves and our constituents, that by being 
data-inspired, inherently generous and relentlessly curious, 
you can build something unique, proprietary and powerful – 
your own relationship platform. And the key to growth.

http://classes.crfonline.org/Public/Course%20160.aspx?PageView=Shared
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Long-term success in business has always been about more than just who you know  
and what you do. It is dependent on what you do with your customers, prospects,  
suppliers and partners to help them succeed.

Relationships are the longest-standing, most proprietary differentiator for any company.  
They were central to the very beginnings of commerce and even civilization at large,  
as financial contracts are as old as written language. Technology can be replaced, people  
can change jobs and products can become obsolete. In the end, the most successful 
companies are those that value relationships above all else.

Join Dun & Bradstreet to grow relationships through data.   

www.dnb.com

http://www.dnb.com/
http://www.dnb.com/
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3M
A Schulman Inc
Abbott
Abbott Nutrition
ABC Supply Co
AbitibiBowater
Acushnet Golf
ADM Alliance Nutrition
Agrium
AK Steel Corp
Alcoa
Alcoa Architectural Products
Allen Industries Inc
Alliance Energy LLC
Allied Building Products Co
Alloy Silverstein et al
American & Efird Inc
AN Deringer Inc
Analog Devices Inc
Ansell Healthcare
Archer Daniels Midland
Armstrong World Industries Inc
Arrow Electronics
Arrow Enterprise Computing
Ashland (Valvoline)
Ashland Inc
AstenJohnson Inc
AstraZeneca Pharmaceuticals
AT&T
Autodesk Asia Pte Ltd
Avery Dennison
Bakemark USA
Baker & Taylor
Baker Distributing
BASF Corporation
Bayer
Bayer Animal Health
BayerCrop Science
Beckett Media
BEGA-US Inc
Belize Telemedia Limited
Berger Paints Bangladesh Limited
Biodex Medical
Bose Corporation
BP Products NA
Brainware, Inc.
Builders FirstSource
Bukhatir Group
Callaway Golf
Cardinal Health
Career Builder LLC
Carhartt Inc
Carroll Independent Fuel Co
Carter Machinery Co
CED
Celanese Corporation
Celestica International
Central Products
Central States Mfg

Chase Plastic Services
Chemetall US Inc
Chicken of the Sea
Christopher B. Burke Engineering, Ltd
Church & Dwight Co. Inc
CIT Commercial Services Int’l
City of Sitka
Clear Channel
Climate Control & Security
Coleman Cable
Compass Minerals
Conair Corporation
Consolidated Electrical Distributors
Constellation NewEnergy
Cooper Power Systems
Coorstek Inc
Coty US LLC
Crayola
Dana Kepner
David J Joseph Co
Day-Brite Lighting
Deckers Outdoor Corporation
Detector Electronics Corp
Diamond Vantage
Diesel Injection Service, Inc.
Dolese Bros Co
Eagle Mortgage Group, LLC
East Coast Metal ( a Watsco Co)
Ecolab
Edward Don & Co
Eli Lilly & Company
Elkay Manufacturing
Emerson Motor Co 
Emery Oleochemicals, LLC
Energizer Holdings
Englert Inc
Estee Lauder
Etisalat
Evergreen Packaging Inc
ExxonMobil Chemical Co
FiberMark North America
FinishMaster
First Quality
Fiskars Brand
Fleet Card Fuels
FMC Corporation
Follett Corporation
Fowler-White 
Gemaire Distributors LLC
General Mills
Georgia Gulf Corporation
Ginna
Godiva Chocolate
Google
Grainger
Graphic Packaging International Inc
Greenheck Fan Corporation
Griffin Pipe Products Co Inc
Guardian Building Products D

Guttman Oil Company
Hanesbrands Inc
Hargray Communications 
Hasbro
Haynes Mechanical Systems
HB Fuller Company
Heinz North America
Helena Chemical
Henry Schein Inc
Herman Miller
Honeywell
HOP Energy
Houghton International
Houghton Mifflin Harcourt
Hunter Warfield
IBT Inc
Ideal Industries Inc
Imerys Performance Minerals
Impo International
Independent Pharmacy Cooperative
Ingram Micro
Insinkerator
Integrys Business Support
International Paper
Itochu International Inc
Jacobus Energy Inc
JDA Software Group
Jeld-Wen Inc
JLG Industries Inc
John Zidian Company
Johnson & Johnson Sales and Logistics
JOM Phamaceutical Services
Joseph T Ryerson & Sons Inc
Kazlow & Fields
Kellogg Company
Klein Tools
Kloeckner Metals
Koppers Inc
Land O’Lakes
LB&B Associates Inc.
Lennox Industries Inc
Lowry Computer Products
Magnetrol International Inc
Marel Meat Processing
Martin Limestone, Inc
Master Lock
Maxim Integrated Products
Maxum Petroleum
MBO Partners
Media Whiz Holdings
Medtronic
MEI Group
Metso Shared Services
Milliken & Company
Mitsubishi Electric
Mizuno USA
Moen Incorporated.
Motion Industries
Mr Amazing Loans

Musculoskeletal Transplant Found.
MX Energy (Constellation)
Namasco Corporation
Network Appliance
Newmans
Newport
Nexeo Solutions
Nikon Inc
North Shore Orthodontics
O’Keeffe’s Inc/Safti First
Office Depot
Oldcastle Enclosure Solutions 
OmniTRAX
Ortho McNeil
Packaging Credit Company LLC
Paladin Construction Group
Paramount Citrus
Paramount Farms
Parker Hannifin Corporation
Parts Depot Inv
PC Mall
PDQ Temporaries
Pentair Inc
Performance Food Group
Performance Food Group - Empire
PFG - Temple
PHI Financial Services, Inc
Polycom Inc
PPG Architectural Finishes
Precision Drilling
Quality Bicycle Products
Ravensburger USA
Razorfish
Robinson Home Products Inc
Roche Diagnostics Corp
Rogers Communications
RR Donnelley
Ryerson
S Bertram
Sage Mfg
Salomon/Div of American Sports
Sanofi-Aventis
Saputo Cheese USA Inc
SCANA Corporation
Schneider National Inc
Schreiber Foods Inc
Sealing Devices
Seattle Girl’s School
Sharp Electronics Corporation
Shire Pharmaceutical Inc
Shure Inc
Silvaris
Simms Fishing Products
SLD of the adidas Group LLC
Snider Tire Inc
Sparkle Power Inc
SRS Corporation
Starline USA Inc
STMicroelectronics

Style Crest
Sun Chemical Co
Sunrise Medical
Tamko Building Products
Taylor Guitars
TBC Corporation
Teck Metals Ltd.
Tegrant Corporation
TELUS Communications
Tenneco
TestEquity LLC
The Business Backer
The Clarks Company
The North Face - VF Corp
The Valspar Corporation
The Vollrath Company
Thermo Fisher Scientific
Thermo LabSystems Inc 
Thomson Reuters Scientific Ltd
ThyssenKrupp Waupaca
Timken Corporation
Tri-Gas & Oil Co Inc
True Value Company
Turner Broadcasting
TXI Operations LP
Uline
United States Steel Corp
UnitedHealthcare
US Foodservice
US Pharmacopeia 
USM Inc
USS Synthetic
Valspar
Veris Industries, LLC
VF Corporation
VF Imagewear Inc
VF Jeanswear
VF Sportswear
Vinmar Chemical and Polymers
Volvo Penta
Volvo Penta of the Americas   VWA Inc
Walman Optical
Walt Disney Co
Watsco
Watts Water Quality
Weinstein Meats
Welch Allyn Inc
Westlake Chemical Corporation
WEX Bank Inc
WhiteWave Foods
Wiese USA
WJ Deutsch and Sons LTD
Wright Express Financial Svcs.
Xyron
Yamaha Corporation of America
Yaskawa America Inc
Ziegler Inc.

Over 300 Companies Served Worldwide!

From it’s beginnings in Nov. 2009, with one course taken by 
students from two companies, CRFOnline Classroom™ has 

grown to 15 courses taken by students from over 300 companies 
WORLDWIDE as of April 2015. 

More courses on the way for 2015

Leading the Way ...
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The Basics
What is a Setoff? The concept of setting off (sometimes 
called “offsetting”) mutual debts is an old one that is pretty 
simple, at least on the surface. Imagine back when you were 
a kid. And let’s say your dad promised you $10 to mow the 
lawn -- and you did it. But before you collected your $10, you 
tossed your football through the front window of your house 
-- which cost dad $8 to replace (remember, this was a long 
time ago). Come time for you and dad to settle up, did you 
pull out a five and three singles and hand it to dad? And did 
he then pull a ten out of his wallet and hand it over to you? Of 
course not! Assuming your dad was still of a mind to stand by 
his lawn-mowing agreement, he just handed you two dollars 
-- the net amount owed between the two of you. That, in a 
nutshell, is what setoffs are all about.

In the business world, a setoff opportunity exists when a 
party is both a creditor and a debtor of another party: your 
company owes a customer, who also owes your company. 
The right to offset the parties’ respective debts is based on 
the principle that natural justice and equity require that the 
demands of mutually indebted parties be “netted” or set off 
against each other, so that only the balance is recovered. The 
right of setoff avoids the absurdity of making A pay B, when B 
still owes money to A (as in our father-son scenario above). 
A classic setoff example involves a bank and a borrower who 
has its deposit account at the bank. The borrower owes the 
bank for its loan; the bank owes the borrower for the amounts 
on deposit. Should the borrower fail to pay its loan, one of the 
bank’s remedies is to setoff the borrower’s deposit account at 
the bank.

Mutuality. The setoff right is generally recognized as a 
common-law right, but might also be established by state 
statute, or by contract. In either case, the basic principles 
and requirements of a setoff are similar. Key to the concept 
of setoff is that the parties’ debts must be “mutual.” 
Unfortunately, determining just what debts are “mutual” can 
be a problem.
 
Debts are said to be “mutual” when the debts and credits are 
in the same right and are between the same parties, standing 
in the same capacity. In our lawn mowing example above, if 
it was your neighbor who agreed to pay you to mow his lawn, 
there could be no setoff -- you owed your dad for the window, 
while your neighbor owed you. Similarly, if you owe money 
to Joe the plumber, individually, you can’t setoff against his 
company, Joe’s Plumbing, Inc.
 

In a business setting, a supplier may not offset a debt owed 
by a customer against an amount owed by the supplier to an 
affiliated, but separate subsidiary of the customer. Similarly, 
a parent corporation cannot ordinarily offset a debt owed to 
Corporation A against the parent’s subsidiary’s claims against 
Corporation A. So-called “triangular setoffs” such as this are 
generally not permitted under common law because they 
violate the mutuality component -- parent and subsidiary are 
not the same parties. However, the mutuality requirement 
may be broadened contractually, such as by an agreement 
expressly providing for triangular setoffs. For example, 
Company A may execute a written agreement that allows 
Company B and its subsidiaries to offset amounts owed to 
Company A, by both Company B as well as its subsidiaries. 
An agreement authorizing a triangular setoff might take many 
forms, but would most typically be included as part of a loan 
agreement, promissory note, credit application or credit 
agreement, or perhaps even on an invoice.
 
Matured Debts and Claims. An additional, significant 
requirement of setoffs is that the debt to be offset 
be “matured” -- generally defined as a debt that is 
unconditionally due and owing. For example, a bank cannot 
set off against a customer’s deposits prior to the maturity 
of the customer’s debt to the bank (unless there is express 
authority given the bank to do so). If a setoff occurs prior 
to maturity, the creditor may face serious consequences, 
including litigation based on conversion and breach of 
contract.

Setoffs In Bankruptcy 

The right to setoff is explicitly recognized and dealt with 
under several separate sections of the Bankruptcy Code, 
although the Bankruptcy Code presents a number of possible 
obstacles to a creditor’s setoff rights that do not exist outside 
bankruptcy.

The primary Bankruptcy Code section dealing with setoffs 
is found in Section 553, which provides that the Bankruptcy 
Code “does not affect any right of a creditor to offset a mutual 
debt owing by such creditor to the debtor that arose before 
the commencement of the case . . . against a claim of such 
creditor that arose before the commencement of the case.” 
So clearly, the Bankruptcy Code explicitly recognizes a 
party’s existing prepetition setoff rights, if any.
 
Automatic Stay. The right to setoff is limited, however, by the 
automatic stay under Section 362 of the Bankruptcy Code, so 
that a setoff of mutual prepetition debts may not take place 

Debt

Company A

Company B

Debt

Setoffs – 

Cutting Your Losses Both 
Inside And Outside Bankruptcy
By Joseph Coleman, Esq.

Editors Note: The topic of Setoffs was one of the issues discussed at the Open Forum portion of the CRF Forum in Tucson, held from March 23-
25, 2015. The Open Forum sessions, held on the final morning of the forums, provide an opportunity to learn from the insight and experience of 
credit professionals and services providers on important issues of concern among CRF members. The following provides additional information 
on the topic of Setoffs.
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unless and until the automatic stay is modified by order of 
the bankruptcy court. Section 506(a) further provides that an 
allowed claim that is subject to setoff under Section 553 is a 
secured claim to the extent of the amount subject to setoff. 
Finally, to the extent the holder of a valid right of setoff holds 
a secured claim, Section 363(e) provides that the holder may 
be entitled to “adequate protection” of its interest. 

Of these provisions, the automatic stay provision of 
Bankruptcy Code Section 362 is the primary “landmine” 
for creditors to avoid when contemplating a post-petition 
setoff involving a debtor. A setoff is not self-executing; to be 
effective, a creditor must take affirmative steps to establish 
and memorialize the setoff -- typically by making accounting 
entries reflecting the netting of respective debt obligations. 
But by doing so post-petition and without bankruptcy court 
approval, the creditor directly violates Section 362(a)(7), 
which specifically prohibits the setoff of prepetition debts. We 
won’t name names here, but we have experienced more than 
one instance of large, sophisticated companies who exposed 
themselves to sanctions by unwittingly initiating setoffs after 
a customer’s bankruptcy petition was filed. Rather than being 
put on the defensive, parties should file for relief from stay 
and request authorization from the bankruptcy court to setoff 
mutual, prepetition debts.

Bankruptcy Requirements. Section 553 does not itself 
create a right of setoff, but merely preserves that right if it 
otherwise exists under applicable non-bankruptcy law. For 
that, a bankruptcy court must analyze the law of the state 
where the operative facts occurred. Therefore, a creditor 
seeking to setoff a debt under the Bankruptcy Code must 
first establish its claim and a right to setoff by applying the 
law of the state where the operative facts occurred. A savvy 
creditor may know which state’s law applies, and whether the 
applicable law in that state provides a right of setoff. If not, 
it would be a good idea to do a little research, or seek legal 
counsel on setoff rights in the applicable jurisdiction.

To exercise a state law right of setoff in a bankruptcy 
setting, Section 553 requires that the creditor establish (i) 
a debt owed by the creditor to the debtor which arose prior 
to the commencement of the bankruptcy case; (ii) a claim 
of the creditor against the debtor which arose prior to the 
commencement of the bankruptcy case; (iii) the debt and 
claim are “mutual” obligations; and (iv) a right to setoff the 
debts under nonbankruptcy law.
 
Frequently, just as outside bankruptcy, the mutuality of 
respective debts is a key issue. To make it more of a 
challenge, the majority of bankruptcy courts hold that the 
requirement of mutuality be “strictly construed.” In other 
words, courts are not likely to authorize a setoff unless 
the party desiring the setoff can rigidly satisfy all the usual 
requirements -- i.e., matured, mutual prepetition debts 
between the exact same parties. Unfortunately, while the 
Bankruptcy Code sets forth any number of defined terms, 
the Code does not define the term “mutual,” making it even 
more difficult for a creditor to establish its setoff rights. The 
mutuality requirement of Section 553 also prevents “triangular 
setoffs,” which are generally not permitted in bankruptcy, but 
which, as previously mentioned, may be available outside 

bankruptcy by contractual agreement. Unfortunately, because 
bankruptcy courts construe the definition of mutuality 
narrowly, the general consensus is that mutuality cannot 
be supplied by a multi-party agreement contemplating a 
triangular setoff. So while Section 553 appears to preserve 
any non-bankruptcy setoff rights, the Bankruptcy Code’s 
mutuality requirement clearly limits those rights in bankruptcy.

Under the Bankruptcy Code then, two entities, even if related, 
may not aggregate their debts and claims for setoff purposes. 
A subsidiary may not offset a debt to the debtor against a 
debt the debtor owes to another related subsidiary.  Nor can 
a parent corporation offset a debt owed to the debtor against 
its subsidiary’s claim against the debtor.
 
In the end, the allowance or disallowance of a setoff of 
prepetition claims is a decision that ultimately rests in 
the sound discretion of the Bankruptcy Court, but a court 
will generally not disturb an otherwise valid setoff unless 
compelling circumstances require it. In general, the statutory 
remedy of setoff will be enforced unless the court finds that 
allowance would not be consistent with the provisions and 
purposes of the Bankruptcy Code as a whole.
 
Other Limitations to Setoff in Bankruptcy. The right to 
setoff in bankruptcy is not without other restrictions. For 
one, the right of setoff is limited to the extent the creditor’s 
claim is disallowed. Clearly, if the creditor’s own claim in 
the bankruptcy case is subject to challenge (as to amount, 
validity, avoidability, etc.), the creditor will have no right to 
offset his claim against the debtor’s obligations.

The ability to setoff also requires a significant degree of 
“clean hands” on the creditor’s part. So a “bad guy” might not 
be allowed to set off his claims against the debtor. By way 
of example, if the creditor’s liability to the debtor is based 
upon the creditor’s willful conversion of the debtor’s property, 
a court will almost certainly deny any setoff. Similarly, if 
the debtor gratuitously transfers property to a creditor, the 
transfer would most likely be avoidable, and recoverable 
in bankruptcy as a preference or fraudulent transfer. The 
creditor should not then be able to set off his debt to the 
debtor against the value of the property recovered by the 
debtor.
  
The creditor is also prohibited from setting off claims acquired 
(other than from the debtor) during the 90 days preceding 
the case, and at a time the debtor was “insolvent” -- typically 
a balance sheet test.  And under Section 553, the debtor is 
presumed to have been insolvent during the 90 days before 
the case. In plain English, a “clever” creditor cannot buy or 
otherwise obtain a claim against the debtor, simply in an effort 
to manufacture a setoff and minimize his own obligations to 
the debtor in the event the debtor ends up in bankruptcy.

The Improvement of Position Test. One of the more 
complicated restrictions on a creditor’s ability to retain the 
benefits of a prepetition setoff is the so-called “improvement 
of position” test described in Section 553(b). At issue is 
whether the creditor improved his position vis-a-vis the debtor 
in the 90-day period prior to the debtor’s bankruptcy (similar 
to the improvement in position test found in the preference 
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section of the Bankruptcy Code (Section 547 (c)(5)). If so, 
the creditor can be compelled to give back the amount of the 
improvement.

As with other provisions of the Bankruptcy Code, Section 
553(b) is not exactly written in simple, “See Spot run” 
language. But the gist of Section 553(b) is as follows. First, 
a creditor must determine its “insufficiency” on the 90th day 
before the debtor’s bankruptcy filing (or the first date during 
the 90 days on which there is an insufficiency). “Insufficiency” 
is defined as the amount, if any, by which a claim against 
the debtor exceeds a mutual debt owed to the debtor by the 
holder of the claim. So basically, the initial question is how 
far in the hole is the creditor’s claim if there is a hypothetical 
setoff?

Next, the creditor must determine the amount of its 
insufficiency (if any) at the time of the actual prepetition 
setoff. If the insufficiency at the time of the actual setoff is 
less than the earlier, hypothetical insufficiency, the creditor 
will be found to have improved his position, and the creditor 
may be required to return the difference to the debtor, or to a 
bankruptcy trustee.
 
So does this mean a creditor shouldn’t even consider 
exercising setoff rights against a financially-troubled 

customer, just in the event the customer files bankruptcy? 
Absolutely not! As with potential preferential payments, it’s 
always better to have money in your own pocket instead of 
the debtor’s pocket. Never let the preference “tail” wag the 
collection “dog.”

Conclusion
Where your company owes a customer, who also owes 
your company -- you have an additional right and remedy 
 — namely setoff. The key is that the respective debts be 
both matured and “mutual” — owed by and to the exact 
same entities. Effectuating a setoff of mutual debts before 
your customer files bankruptcy is generally better, as it 
enables you to avoid some, but not all, of the setoff limitations 
imposed by the Bankruptcy Code.

About the Author:

Mr. Coleman is a founding director of Kane Russell Coleman 
and Logan PC, where he chairs the Insolvency, Bankruptcy 
and Creditor Rights practice group. His team has represented 
38 Creditor Committees in 16 states together with every other 
facet of credit rights and bankruptcy representation. His firm 
was recently named among the top 20 mid-sized law firms in 
the nation by The National Law Journal.”

Please Make Note - of the following upcoming CRF User Group Meetings 
For more information or to register, please click on the appropriate links.

Oracle User Group Meeting – June 17 – Chicago, IL.  See details and register here.
 
SAP User Group Meeting – June 18 – Chicago, IL.  See details and register here.
 

Also, don’t forget to participate in CRF’s 1st Qtr. 2015 DSO Survey by April 30th - CLICK HERE

CRF Events

& Survey
s

http://www.crfonline.org/events/Oraclefullday/Oracleeventpage.htm
http://www.crfonline.org/events/SAPfullday/SAPeventpage.htm
http://www.crfonline.org/MemberServices/StartSurvey.aspx?SurveyID=12
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Please Mark 
Your Calendar

Registration deadline 
July 13, 2015

It’s Time to sign up for
The CRFOnline 
Classroom™course:

Financial Ratio Analysis
Class term:July 13 — Oct 5, 2015

Taught by: Dr Steve Isberg, CRF Sr. Research Fellow

For details, please CLICK HERE

Dr. Steve Isberg

Registration deadline May 4, 2015

It’s Time to Sign up for
The CRFOnline Classroom™course:

Receivable Management

Class term: May 4 — July 20, 2015

Taught by: Lyle Wallis, CRF VP of Research

For details, please CLICK HERE

Lyle Wallis

Registration deadline 
July 13, 2015

It’s Time to sign up for
The CRFOnline Classroom™course:

Financial Statement 
Analysis

Class term: July 13 — Oct 5, 2015

Taught by: Dr Steve Isberg, CRF Sr. Research Fellow

For details, please CLICK HERE

Dr. Steve Isberg

Dr. Steve Isberg

Registration deadline 
July 13, 2015

It’s Time to sign up for
The CRFOnline Classroom™ course:

Diagnostic Cash 
Flow

Class term: July 13 — Oct 5, 2015

Taught by: Dr Steve Isberg, CRF Sr. Research Fellow

For details, please CLICK HERE

Dr. Steve Isberg

Don’t miss the CRF Forum & 
EXPO in Seattle this August!

Get connected with the latest products & 
services for your Credit and A/R operations at 

the EXPO, while learning new concepts  
and techniques at the Forum.

For Forum & EXPO details CLICK HERE

For Westin Hotel reservations CLICK HERE

* Book your hotel ASAP to gurantee a room!

August 10 -12, 2015 at the Westin in 
 the heart of beautiful 
downtown Seattle

http://classes.crfonline.org/Public/Course%20102.aspx?PageView=Shared
http://classes.crfonline.org/Public/Course%20125.aspx?PageView=Shared
http://classes.crfonline.org/Public/Course%20101.aspx?PageView=Shared
http://classes.crfonline.org/Public/Course%20103.aspx?PageView=Shared
http://www.crfonline.org/events/August/august.asp
https://www.starwoodmeeting.com/events/start.action?id=1501213576&key=1C99BBAD
http://Register 
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Please welcome the following members to CRF who 
have joined or rejoined since the publication of 

2014 Q4  CRF News
New & Returning CRF Members

Company Member of Record

Amsterdam Printing Dawn Andrews

Apex Tool Group Daniel O’Neill

Avalara Melissa Sargeant

Beam Suntory Inc Christopher (Kirk) Shoemaker

Bectran Nick Foley

CF Industries Enterprises Inc David Molley

Cohn & Dussi LLC Julie Kaplan

Covanta Jerry Jennings

D&B Finance Christopher Rios

Distribution International Dianna Sweeney

Formica Group John Hoffert

Hajoca Corporation James Kowalekn

Heritage Home Group LLC David Mack

Ipass Evan Popaduke

Keystone Foods LLC Ronald Schomer

NNA Services LLC Claire McDonald

Ohio Transmission Corporation Colleen Schmall

Omni Cable Corp Ken Miller

Pitt Ohio Express Diana Early

Pro-Build William Murdock

R&L Carriers Mike Shroyer

The ROHO Group Nella Dickerson

Staffmark Thomas Jurman

Starbucks Coffee Company Robert Anderson

Sun Chemical Corp Milton Barnes

Therm-O-Disc Inc Gary Nutter
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CRF has served the online training needs 
of over 700 credit professionals

 from over 300 companies 
around the world.

CRFOnline Classroom™

CRF - the Leader in Skill Development and Training
For detailed information about these courses and to register, click on the titles of each course below:

Basic Financial Statements - provides participants with an understanding of financial statement structure and the 
relationships between business activity, accounting transactions, and financial reporting. 

Financial Ratio Analysis - provides participants with an understanding of the different types of financial ratios. This is the 
companion to CRF 101: Basic Financial Statements. Students will learn what makes up financial ratios and what they convey 
about the current financial status and financial direction of companies as revealed in their financial statements. 

Diagnostic Cash Flow - Intermediate and advanced methods of cash flow and financial ratio analysis in a variety of industry 
settings. Students should have a basic understanding of accounting and/or have successfully completed CRF 101.

Receivable Management - is intended for credit team members looking to enhance their level of knowledge in credit 
management, provides an insight into the key components of formulating a strategy designed to enhance efficiencies in 
managing a business receivable portfolio.

Principles and Methods of Collections - provides the students with an understanding and insight into the importance of their 
roles in the management of Accounts Receivables - designed for those new to credit or a refresher for seasoned professionals.

Preparing for Bankruptcies and Customer Insolvencies - provides students a comprehensive overview of how to prepare 
for, and best position your company when customers become financially insolvent or enter into bankruptcy. 

Legal Essentials in Business Credit - provides students an overview of the fundamental elements in the field of receivable 
management and the basic legal issues and requirements pertaining to them.

Unclaimed Property Law Compliance for A/R Management - students will learn the basic information required to properly 
account for unclaimed property within your company and how to prepare for any state audits of your company’s unclaimed 
property. 

Managing Sales Tax Exemption Certificates - provides the basic information needed to prepare a company to properly file 
and maintain sales tax exemption certificates and to prepare to successfully defend against any state sales tax audits.

Mechanic’s Liens - A National Perspective - offers students a comprehensive overview of how to preserve a business’s 
credit position in building projects through the exercise of the lien process for private sector projects and the bonding process 
in public sector projects.

Doing Business with the Federal Government - is designed to help those who are seeking to or currently doing business 
with the federal government to get paid for the delivery of their goods and services on a timely basis.

Defending Preferences in Bankruptcy - This course will also provide the precise definition of a preference payment and what 
practical measures can be taken to reduce your company’s exposure to preference actions and how to reduce financial losses 
due to correctly filed preference actions by a bankrupted customer’s estate.
Secured Transaction - offers a comprehensive overview of how to successfully reduce the risk of selling on open credit terms 
by securing transactions through UCC filings, explaining the legal and regulatory structures that control the filing of secured 
transactions in the United States - Article 9 of the Uniform Commercial Code (UCC) and the Personal Property Security Act 
(PPSA) of Canada.
Deduction Management Fundamentals - teaches how deductions impact company finances, how they occur and how 
to reduce those claimed by customers and third-party auditors, as well as minimize their future 
occurrence.
Advanced Deduction Management - builds upon the Deductions Management Fundamentals 
course with a perspective of managing and evaluating the deduction management process to make it 
more effective and streamlined. 

 Successful completion of any course earns a CRF Professional Certificate

http://classes.crfonline.org/Public/Course%20101.aspx?PageView=Shared
http://classes.crfonline.org/Public/Course%20102.aspx?PageView=Shared
http://classes.crfonline.org/Public/Course%20103.aspx?PageView=Shared
http://classes.crfonline.org/Public/Course%20125.aspx?PageView=Shared
http://classes.crfonline.org/Public/Course%20110.aspx?PageView=Shared
http://classes.crfonline.org/Public/Course%20140.aspx?PageView=Shared
http://classes.crfonline.org/Public/Course%20145.aspx?PageView=Shared
http://classes.crfonline.org/Public/Course%20115.aspx?PageView=Shared 
http://classes.crfonline.org/Public/Course%20120.aspx?PageView=Shared
http://classes.crfonline.org/Public/Course%20150.aspx?PageView=Shared
http://classes.crfonline.org/Public/Course%20130.aspx?PageView=Shared 
http://classes.crfonline.org/Public/Course%20135.aspx?PageView=Shared
http://classes.crfonline.org/Public/Course%20155.aspx?PageView=Shared
http://classes.crfonline.org/Public/Course%20160.aspx?PageView=Shared
http://classes.crfonline.org/Public/Course%20170.aspx?PageView=Shared
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Participate In CRF’s Study and Receive — For Free  —
A Statistical Analysis of your Company.

CRF's Statistical Benchmarking provides an excellent tool for credit, collections and accounts 
receivable management to develop and implement an accurate performance measuring 
process. Our data links important credit and A/R management, workload, transaction and 
cost data among companies, and portrays a comparative analysis by industry in table format 
for over 100 metrics. This CRF report is recognized as the most comprehensive data for the 
business credit and accounts receivable management profession.
Let us produce a report for you that will help you:

• Learn the Key Performance Metrics for success;
• Establish goals and set strategies;
• Manage your resources;
• Make more informed decisions;
• Prioritize your improvement objectives; 
• Understand attainable goals; and
• Become more competitive.
 

Submit your data to receive the report for FREE! 
To Participate CLICK HERE

“We discovered the CRF survey back in 2006 when we were looking for a method to 
establish measurements for our processes. The information the survey generated was 
extensive and helped us set our initial internal ‘benchmark’. Consequently, by participating 
in the same survey each year since then, we have been able to compare the performance 
of our business within our own organization, as well as with other respondents. That 
has helped us improve some of our processes to increase efficiencies and reduce costs, 
thereby increasing profits.” 
Lynn R. Sheridan, Juno Lighting Group by Schneider Electric, 
Accounts Receivable Supervisor

http://www.crfonline.org/surveys/benchmarking/benchmarking.asp
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service to 
Credit and 
Accounts 
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Professionals.
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All rights reserved. No part of this report may be reproduced or transmitted in any 
form or by any means, electronic or mechanical, including photocopying, recording, or 

by an information and retrieval system, without permission in writing from the     
Credit Research Foundation. 
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