CREDITOR WATCH
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f your business sells
on credit terms,
you’re almost
guaranteed to
encounter a customer
who won’t pay. With
tight cash flowers and
your own debts to
manage, the problem can be acute.
Thankfully, there are things you can do.
Firstly, there’s prevention. While small
business owners have often had to rely
on ‘gut feel’ when extending credit,
new services are turning the tables on
bad debtors. CreditorWatch.com.au
provides instant alerts when businesses
you deal with, or are considering taking
on, fail to pay. The site’s members
also put a logo on invoices as a subtle
warning that non-payment will be
reported.
If you’re already stuck with a
non-payer, however, there are other
strategies to pursue. If you suspect that
your debt is one of many, remember it’s
the squeaky wheel that gets the grease,
so actively pursue the debt by getting on
the phone or visiting in person. Don’t
take on new work for the customer until
all debts are paid.
You might also consider using a
professional debt collector. Their usual
practice is to work for a percentage of
the debt recovered, and using one can
be a good idea if your business doesn’t
have the in-house staff it needs to
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chase debts on its own. Keep in mind
however that debt collectors don’t have
additional legal powers, and if they
are overzealous you may damage your
relations with a customer by using
them.
When all else fails, it’s time to consider
court action. Unfortunately, this is
never a quick or inexpensive solution.
Indeed, it can take 18 months or more
for the process to complete, and most of
anything you recover can be chewed up
by legal costs.
Most jurisdictions in Australia have a
Small Claims Court or Tribunal – often
attached to the magistrates court – in
which you can make claims. While it’s
cheaper to lodge in such forums, their
actions are not usually enforceable
Local and magistrates courts will
provide enforceable judgements, but
their rulings aren’t automatically
enforced. You will need to request
action from the sheriff ’s office, which
can run into difficulties trying to
identify seizable assets.
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The upshot is that unless the debt that
you’re pursing is large and you also
know that the company in question
has the ability to pay, legal action may
be more trouble than it’s worth. In all
cases, the best thing to do is consult a
lawyer. !!"
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COLIN’S DETAILS
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