
Part 5: 
How to collect the

money you are owed



IF YOU WANT TO GET YOUR BUSINESS 
FIGHTING FIT -

MAKE SURE YOU COLLECT THE MONEY YOU ARE OWED
 
 

Tighten up your internal procedures

As part of our ‘Fighting Fit’ campaign, it’s important not to forget about debt. For your
business to be fighting fit, you need to be on the ball when it comes to collecting
money that you are owed. The first step to achieving this is to tighten up your
internal procedures.

Start by asking, 'How well do you know your customers?' I bet 99% of us would say
that we know our customers very well, but do we really?

To avoid payment issues, the possibility of future commercial debt recovery action
and even bad debt, it is vitally important that you know exactly who you're dealing
with.

This might sound pretty obvious, but when you've got a steady stream of new
customers, it is surprisingly easy to make assumptions that can trip you up later on.

For example, is your customer using a trading name? If so, what's the true legal
identity of the company you are supplying? Who are the directors? What is their
financial position?

If you can't answer these questions, you simply won't know who is responsible for
non-payment and who to take action against if they don't pay for the goods or
services that you supply.

Being thorough at the outset is the first step to establishing a good trading
relationship with your customers and ensuring payment issues can be properly
addressed. 



5 simple rules...

1. Be sure about the exact trading style and name of the company you intend to do
business with. Common business-types include limited companies, sole
proprietorships and partnerships. 

2. If your new customer is a limited company, the Directors' details and company
address will be available via a simple Companies House online web check. However,
if the business is not a limited company, you should ask directly for the proprietor or
partner's personal details in writing. If your customer is an individual, ask for their ID
– a photo of their passport and/or photo driving licence. This may be needed for
your system.

3. Have you received a purchase order or written order on headed paper? If not, ask
for this, as either should clarify the legal status of the business by providing a limited
company registration number or the proprietor's name and address.

4. Take up credit references to check your new customer's credit status and
payment history. If a new customer is unable or unwilling to supply contact details of
suppliers they use as referees, further checks should be made into the credit
worthiness of the potential customer.

5. Dispatch orders or carry out the work agreed only after receiving a written or
printed order and ensure the trading style and details of the business match those
of the original account.

Why every company needs Terms and Conditions of Business

An alarming number of businesses don't have terms and conditions in place. Yet,
they provide absolutely essential protection in so many ways.

When it comes to credit control, your terms and conditions of business should
include:



Customer ID
A signed order - email or purchase order
Evidence that your Ts&Cs have been sent and acknowledged by your customer
Invoices with correct narrative, pricing and entity name
Signed delivery notes with clear names and signatures

1. How your customer should return goods if they need to.
2. What will happen if payment is not received for goods that have been supplied.
3. Full payment terms e.g. payment must be made within 30 days.
4. An interest clause charging interest at say 8% p.a. on all overdue invoices. 
5. A clause stating that if you must seek recovery of outstanding invoices then all
legal costs of recovery will be claimable from your customer under this contract. 

This might sound heavy-handed but by setting out your terms and conditions of
business clearly and ensuring your customers sign up to them, you will be in a
strong position if payment isn't forthcoming and, at the end of the day, you have a
right to expect payment for goods or services supplied.

The crucial bit...

The really important tip here is to make sure your customers receive a separate
copy of your terms and conditions of business at the outset of the order or contract.
Do not make the mistake of putting your Ts&Cs on the back of your invoice as they
won't form part of the contract and are in essence useless. These terms are what we
call 'post contract'.

Don't forget your paper trail

It doesn't matter whether this is a physical paper trail or an online one, but do make
sure that for each order or contract you have the following 5 documents in place:



Covid-19

Hopefully very soon all businesses will be able to get back to some normality. Your
business may be still, however, be struggling to collect debts from customers who
have closed or suspended trading. 

You can report a business that you believe has been behaving unfairly during the
Coronavirus outbreak by going online and reporting your information to the
Competition and Markets Authority (CMA) www.coronavirus-business-
complaint.service.gov.uk 

To conclude...

Getting your internal procedures right is crucial to you successfully collecting the
money that you are owed - you can liken it to laying solid foundations that aren't
going to let you down and sink into the mud should action be required at a later
date.

Once these systems are in place, the collection of this data will quickly become a
matter of daily routine and one that I can guarantee you will be thankful for when
the time comes to chase up those unpaid invoices.

In our next briefing, I'll cover how to work with your debtor and communicate with
them in a constructive way - often something that people worry about as they try to
protect and rescue relationships.

In the meantime if you need any help recovering money that you are owed, give us a
call on 01782 205000 or email debtrecovery@beswicks.com
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