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Cayman Islands National Credit Bureau 
Unit #3, 185 Elgin Avenue 
P.O. Box 10553 APO  
George Town 
Grand Cayman 
Tel: (345) 949-3777 
Fax: (345) 949-3729 
 

 
 
Hello! 
 
 
This Credit Policy Handbook was developed to provide essential information to anyone who extends 
credit.   
 
In addition to fundamental information, the Handbook also contains a variety of tools designed to 
minimize the financial risk of extending credit.   
 
We are confident that even those readers who are credit professionals will find the information useful.   
 
If you already have a credit policy, a review of this Handbook will at the very least confirm that your 
policy is sufficiently comprehensive for today’s economy. 
 
If you do not have a credit policy, this handbook will help you create a custom policy to meet your 
specific needs.  
 
As you will see, many segments are designed to simply “copy and paste” right into your own credit 
policy, credit application form and supporting documents.  
 
If you want an electronic version of this handbook or have any questions at all, just let us know. 
 
We are here to help! 
 
 
Sincerely, 
 
  
 
_________________________     
Rayal Bodden, Director CINCB 
 
  
 
 
CC: CINCB Board of Directors 
 CINCB General Manager 
 CINCB Debt Collection Manager
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Part 1 – Executive Summary 

1.1 Purpose of this Handbook 
 
The purpose of this Credit Policy Handbook is to provide information and tools designed to significantly 
reduce the financial risk of offering credit.  The single most important tactic to reduce credit risk is to have a 
credit policy.  If you do not have a credit policy, this Handbook will help you create one.  If you already have 
a credit policy, this Handbook will help you improve your policy’s effectiveness.  

1.2 Key Action Items for the Busy Credit Professional 
 
For the busy credit professional, CINCB recommends that you reexamine your credit policy and at a 
minimum consider implementing the three action items below.  These action items give you the option to 
pursue several courses of action that can have a profound impact on your business.  While some of the 
options may not be of interest now, they give you the legal clout to implement options in the future should 
you so desire. 
 
1. Action Item #1:  Prepare to Achieve 100% Debt Recovery 

To allow you to achieve 100% debt recovery and to be able to pass on debt recovery expenses to the 
debtor, we recommend that your credit application form terms and conditions include the sample clause: 
 
“Should my account(s) become in default, my account may be assigned to a credit bureau/collection 
bureau for collection and/or court proceedings and I may further be charged with collection fees, legal 
fees, and/or court costs to be recovered on an indemnity basis.” 
   

2. Action Item #2:  Prepare to Request Credit Reports 
To give you the ability to seek credit reports that allow you to determine the credit worthiness of a client 
seeking credit, we recommend that your credit application form terms and conditions include the sample 
clause: 
 
 “I grant my permission to you to seek, obtain, and divulge any information regarding my credit history 
and credit account details or proposed dealings with you to or from any credit reporting bureau, any 
financial institution, my employer, or any other person in connection with any of my credit dealings with 
you; and I give same data controllers permission to divulge my information to you or any credit bureau.”   
 

3. Action Item #3:  Determine When to Pass Debt on to a Debt Collector 
Review all the debt that is owed to you and decide at what point it is no longer cost effective for you to 
continue to attempt to obtain payment.  For a high majority of businesses who extend credit, this point is 
between 90 and 120 days.  Add this procedure to your credit policy and call a credit bureau/debt 
collection agency to see how they can “partner” with you so that you can focus on your core purpose. 

Part 2 – Credit Policy  

3.1 What is Credit? 
 
Credit is letting someone borrow money from you with the promise of a payback.  Extending credit is a 
privilege you grant for the purpose of extending payment on a debt. 
 
If you take the steps to put in place a proper credit policy, you will be able to maintain a good credit history 
for your business, which will result in more success for you. 
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3.3 Why You Should Extend Credit 
 
Some customers, when given the choice between signing a credit application or paying at the time of sale, 
mostly choose the credit application regardless of who has the cheaper prices. 
 
Like everything else, the easier you make it for the customer to buy from you the more sales you will have.  
Customers want things to be easy, fast, and instant.  If they are credit-approved and can call, order and have 
the item quickly and then pay when they receive the bill, they will be more likely to order from you than 
someone who doesn’t offer that option.  They also will be more likely to order more since they can pay later, 
resulting in your business increasing sales. 
 
Most consumers who take the time to fill out a credit application are serious about buying from you; 
otherwise they would just go down the road to where they can buy without filling out any forms. 
 
After extensive research it was found that consumers who can obtain credit will even pay more for a product 
or service when they are extended credit and have great customer service.  The faster, easier and smoother 
procedures will get the most and better-paying customers.  The result is more sales, more income and 
happier customers for your business.  This also can result in word-of-mouth advertising from happy 
customers. 
 
Consumers today, like everyone else, expect convenience and speed.  If you make opening up a credit 
account difficult or are unorganized, you can lose the customer. 
 
It is up to you how tight a ship you want to run.  You can have a very tight credit policy, at the risk of 
alienating customers, or a very loose one if you are willing to take a bigger risk.  Some business owners 
have looser credit policies for a variety of reasons.  They may want to open several new accounts quickly 
and don’t mind taking the risk.  Or they may have the large inventory in a warehouse and want to move it 
quickly. 
 
Other reasons to extend credit are: 
 

1. It increases customer loyalty. 
 

2. If you have credit applications for new customers to fill out, they know you plan to be around for a 
while and that you are interested in your customers.  They feel like getting credit is a favor you do for 
them and they like that idea. 
 

3. It shows your business is financially stable; it tells your customers that you care and are serious 
about your money, success, clientele and future. 

 
4. It increases your sales. 

 
5. Studies show customers will purchase more if they can pay later. 

 
6. It shows you are serious and smart about your business. 

 
7. You are not desperate, otherwise you would extend credit to anyone who walked in your door. 

 
8. It allows you to expand your customer base. 

 
9. Customers who are happy with your terms will tell other people about you.  Word-of-mouth 

advertising is the best and cheapest advertising there is.  Offer incentives or discounts for referrals of 
other credit-approved customers. 

 
10. It shows good customer service. 
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11. It show you are interested in your customer and want to help them by offering sales and discounts 

and a credit limit so they can buy more now and pay later. 

3.4 Why Your Customers Want You to Extend Credit 
 

• Convenience, they can write one check a month, rather than every time they order something from 
you. 
 

• They may not have the money right now, but will soon, and they need your service or product now.  
We live in a world of “I want it now,” Credit allows us to fulfill this need. 

 
• They feel it makes them an “official” customer. They go through a process to get credit from you, you 

know personal financial information about them and you created an account for them in your 
computer.  They also will feel that if they are not happy with something, such as customer service, 
delivery or quality, they can withhold payment until the issue is resolved. They will feel like they are a 
valued customer whom you will listen to if they have an issue. 

 
• It creates a paper trail. 

 
• It makes them feel important;  when you extend credit you extend faith in your customer. 

3.5 How and When to Extend Credit 
 
When you decide to extend credit to your customers, you will need to decide on how you want to extend that 
credit.  You don’t want to be too lenient or too strict, it could affect sales.  You will want your terms to be 
acceptable to your customers. 
 
You and your staff must stand behind your credit policy, even if your credit policy is just having every new 
customer fill out a credit application.  Make no exceptions. Blame it on someone else if it makes you 
uncomfortable, but do it!   
 
Sales departments hate asking customers for credit applications, they spend their day trying to make the 
sale, only to find out the customer is denied the credit.  Tell them they can blame you, or the accountant, if it 
makes them uncomfortable.  Extending credit to someone with a bad or non-existent credit history can be the 
equivalent of working for free. 
 
All departments must support and abide by the credit rules you set or your credit policy will not work.  If 
everyone doesn’t support the policy this will result in your business credit suffering, your profit being affected, 
and your relationships with vendors to suffering. 

3.6 How to Manage Your Customers So They Don’t Manage You 
 
If you don’t tell your customers how and when you want to be paid, they are left to decide for themselves 
how and when to pay you.  If you don’t tell them how long they have to pay, how can you penalize them for 
paying late?  They won’t even know when “late” is!   
 
Some steps you can take to manage your customers and cash flow are: 
 

 1. Give your credit policy the priority it deserves. 
 
 2. Establish your credit policy as a matter of company policy. 
 
 3. Educate your staff, suppliers, vendors and customers about your credit policy. 
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 4. Always be professional. 
 
 5. Check customers’ credit and/or references, including industry and bank  
  references and/or requesting credit reports. 
 
 6. Establish credit limits and stick to them. 
 
 7. Review credit histories and limits once a year or more if you suspect your  
  customer may have financial difficulties. 
 
 8. Keep in contact and be aware of activity on larger accounts. 
 
 9. Send invoices immediately when work is complete. 
 
 10. Charge late fees or penalties on past due accounts and enforce them 
 
 11. Accept as many payment options as you can: credit and debit cards, checks,  
  on-line payments. 
 
 12. Monitor your accounts receivables reports and take action on past due accounts  

 immediately. 
 
The longer someone owes you money, the less the chance you will get paid.  When you don’t treat past due 
balances as important enough to make an effort to collect, the customer assumes that it is not important.  
They figure if you don’t say anything you either don’t care, it’s not that important to you, or you’re not worried 
about it. 

3.7 Reasons why you need a Formal Credit Policy  
 
Some of the reasons why you need a formal credit policy are: 

• Clarifies who does what  
• Facilitates training  
• Supports actions  
• Prevents unauthorized charges 
• Promotes consistency 
• Reduces wasted time 
• Answers majority of the routine questions 

You should consider your credit policy as a form of customer service that you are offering your potential and 
existing clients.  
 
A credit policy is not something that should scare your customers away — you can become more profitable 
and have a smoother running business if you create a credit policy that will streamline your billing, new 
customers account setup and payments.  
 
Also remember, successful businesses have a credit policy in place and enforce it.  Nobody likes to work for 
free.  Remember one of the key reasons you want a credit policy is so that you control your money.  Don’t let 
your customers control the success of your business. 
 
Some of the reasons why you should have a credit policy are: 
 

• Extend credit so that it makes you more money 
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• Use the credit applications to give you the rights you need to check credit reports and to collect and 

recover costs associated with collections 
 

• Provide a procedure that will enable a company to adequately provide reasonable credit limits for 
customers with revolving credit 

 
• Provide you with a system that will maintain timely contact with customers when they are past due 

 
• Outline a procedure that will provide customers with options when they cannot pay in full or on time, 

or if they want to make a large purchase 
 

• Provide a procedure on when and what to do with small balances on customers’ accounts 
 

• Enable your business to be aware of when an account should be placed for collection and to avoid 
carrying bad debts on the receivables of your books 

 
• Enable you to be aware of when to write off a balance to bad debts 

 
• You will know what to do if your customer dies or goes bankrupt. 

 
Potential and existing customers will know you are serious if: 
 

• They have to fill out a credit application. 
 
• They have to sign a contract or agreement. 

 
• They receive invoices right away. 

 
• You send your invoices right away, as soon as items have shipped or the work is complete, either by 

mail, e-mail or fax. 
 

• You call right away if you don’t receive payment. Don’t wait! 
 

• You gather all the information you can about the customer before making a sale. 
 

• You are professional at all times. 
 

• You are persistent. 
 

• You make personal visits when you can. 
 

• You offer different payment options. 
 

• You charge a late fee or finance charge. 

3.8 Formulating Your Credit Policy 
 
The credit application is important when starting a relationship with a new customer.  This form will help you 
to decide what credit limit to extend, and if a bill is not paid, it will help you to collect your money.  You should 
be looking for stable income or employment, someone who does not have a lot of debt, good existing credit, 
and no NSF checks, judgments or collection accounts. 
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In some cases you may allow a co-signer on the application.  If you do, you must get the same information 
as you have for the main contact.  Check all references and if you do approve credit and the main contact 
defaults, you would seek payment from the co-signer.  When approving a co-signer remember that co-
signers should be able to pay back the loan as if it were their own. 
 
Make your credit policy short, easy, and to the point.  Watch for changes in the economy and don’t create 
such a detailed policy that you can not handle. 
 
Credit can be a full-time job.  If you’re a sole proprietor and only have time to do parts of a policy, figure out 
what will be the most effective and realistic for you to maintain.  If you create a policy you can’t maintain you 
will become frustrated and lose money. 

3.9 Elements of a Credit Policy 
 
There are several key elements to a credit policy: 
 

1. Have a credit application form 
 

2. Require the form to be filled out and signed prior to extending credit 
 

3. Review the submitted application, check credit references and set appropriate credit limits 
 

4. Stay in frequent communication with customers 
 

5. Periodically update credit limits based on customer payment performance 
 

6. Follow through with collection procedures according to a set schedule 
 

7. Get professional assistance with any overdue debt 
 

3.9.1 Credit Applications 
 
You always want to have a written contract, agreement or a signed credit application. 
 
This will help you in so many ways if you do not get paid.  When you receive a completed credit application 
from someone, check it to be sure it is signed, filled our completely and readable.  Make sure to give the 
customer a copy and keep the original for your records.   
 
If your application is geared more toward businesses rather than consumers, then you might also want to 
include a personal guarantee on a business account.  This way, an officer or owner of a company could be 
held personally responsible for any business debts.  

3.9.2 Checking Credit References 
 
When you check credit you can do it a couple different ways.  You can become a member of a credit 
reporting service and request credit reports for review or manually call the personal, business, and bank 
references listed on the credit application.  All of these will work, but a credit report is the most thorough. 
Remember you will need to have a clause similar to the one below in your Terms and Conditions before you 
can obtain a credit report on your customer: 
 

“I hereby with my signature on this application do grant permission to you to verify this proposed credit 
application for accuracy and completeness.  Further, I grant my permission to you to seek, obtain, and 
divulge any information regarding my credit history and credit account details or proposed dealings with 
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you to or from any credit reporting bureau, any financial institution, my employer, or any other person in 
connection with any of my credit dealings with you.  I further understand that this credit information may 
be used to create and maintain a credit report file on my credit history and credit account details with any 
Cayman Islands credit reporting bureau, which may periodically receive credit updates from other 
financial institutions or creditors whom have extended credit to me and which may periodically divulge 
such credit information to members in good standing of such credit bureau.” 

3.9.3 Setting Credit Limits 
 
Setting credit limits without a credit report is a little tougher.  You have to decide what this person makes for 
a salary and what their expenses might be.  Without a credit report you don’t know if the customer has any 
credit cards, if they are past due, or even if they have been placed for collection before.  If you call and check 
references and get a very good bank reference, you might want to start with a credit limit that allows the 
customer to make purchases on credit but maybe pay any outstanding balance before more credit is 
extended.  Each situation will need your judgment. 
 

3.9.4 Setting Credit Terms 
 
Credit terms can be whatever you want.  Typical credit terms are as follows: 
 
 A. Payment terms are net thirty (30) days from date of invoice. Seller reserves the right to require 

alternative payment terms, including, without limitation, a letter of credit or payment in advance. 
 
 B. If payment is not received by the due date, a late charge will be added at the rate of one and one-

half percent (1.5%) per month, or eighteen percent (18%) per year, to unpaid invoices from the due 
date thereof. 

 
 C. If a buyer is delinquent in paying any amount owed to seller by more than thirty (30) days, then 

without limiting any other rights and remedies available, the seller may cancel all further deliveries 
and any amounts unpaid shall immediately become due and payable.  

 
 D. I hereby with my signature on this application do grant permission to you to verify this proposed 

credit application for accuracy and completeness.  Further, I grant my permission to you to seek, 
obtain, and divulge any information regarding my credit history or proposed dealings with you to or 
from any credit reporting bureau, any financial institution, my employer, or any other person in 
connection with any of my credit dealings with you.  I further understand that this credit information 
may be used to create and maintain a credit report file on my credit history with any Cayman Islands 
credit reporting bureau, which may periodically receive credit updates from other financial institutions 
or creditors whom have extended credit to me and which may periodically divulge such credit 
information to members in good standing of such credit bureau. 

 
 E. Should my account(s) become in default my account may be assigned to a credit bureau/collection 

bureau for collection and/or court proceedings and I may further be charged with collection fees, 
legal fees, and/or court costs to be recovered on an indemnity basis. 

 
 

3.9.5 Granting Credit 
 
One you determine the credit worthiness of someone you need to notify them in writing if they were approved 
or denied credit.  
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When you approve credit, take this time to remind your credit customer of your payment terms.  Everyone 
has different terms of payment.  The more you can remind them of the terms clearly defined in the credit 
application form via the credit granting letter, invoices and debt collection procedures, the more likely they 
will abide by your terms.  Without these reminders, the customer thinks it is not important to you, and will pay 
as they can or want.  
 
Your terms and conditions are the terms of the “contract” or “agreement” between you and your customers 
when they walk away from you having received something without giving you any money.  The terms you set 
are to protect your rights, limit your liabilities, and provide you some security that you will get paid. 
 
You will want to include your terms on your credit application form, invoices, statements and any contracts or 
agreements.  Some businesses print it on the back of their paperwork while others have it in small type along 
the bottom.   These frequent reminders are a way you get your customer to agree to, acknowledge and abide 
by your terms of service and payment.  
 
Your letter granting credit should contain the following elements: 
 

1. Reveal that credit has been granted 
 
2. State your terms of sale 

 
3. Make a small sales pitch 

 
4. Close with a comment about your interest in serving your customer 

 
A sample Credit Grant Letter is as follows: 
 

“Thank you for applying for credit with ABC Company. 
 
We are pleased to open a credit account for you.  Your initial credit line is $2,500. 
 
Welcome to our growing number of happy customers.  We place emphasis on quality products and 
personal service. 
 
Our payment terms are net thirty (30) days from date of invoice. A late charge will be added at the 
rate of one and one-half percent (1.5%) per month equivalent to eighteen percent (18%) per year 
to unpaid invoices from the due date. 
 
We look forward to serving you.” 

3.9.6 Refusing Credit   
 
Writing a letter telling your potential customer that you are refusing credit can be a real challenge.  You are 
turning away business that may in the near future become profitable.  On the other hand, your job is not to 
lose money for your company.  Your goal is to get this customer to pay cash until his credit worthiness is 
established.  The trick is to say “No” in a positive way.  You do this by saying “Yes” to something else – a 
layaway policy, equal service for cash, or the probability of future credit. 
 
Your letter for refusing credit should contain the following elements: 
 

1. Comment on some item about which you and your reader agree, or offer a thank you 
 
2. Mention your reason(s) for refusing credit 

 
3. State the refusal 
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4. Offer your customer an alternative 

 
5. Close with a thought that will retain your customer’s goodwill 

 
A sample Credit Refusal Letter is as follows: 
 

“Thank you for your interest in ABC Company and your request for a line of credit. 
 
Based on the information you supplied us and from our normal sources, we are unable to grant you the 
credit you requested.  If you can supply us with additional references, however, and a statement of your 
financial condition, please do so, and we will be happy to reconsider our decision. 
 
While waiting for this additional information we will welcome any orders accompanied by a cash 
payment.” 

3.9.7 Charging Late Fees and Interest 
 
Before deciding on your late fees and interest charges you should know that if you did not include any 
information about late fees or interest charges in your agreement or contract, or on any of your invoices or 
statements, you cannot add them on to a balance once the account is past due.  A late fee can be called a 
monthly finance charge.  In order to charge the late fee you need to figure out your monthly finance charge.  
You can do this by dividing the annual interest rate you want to charge as a late fee by 12 to determine your 
monthly interest rate.  Next, multiply this monthly interest rate by the amount due to determine the amount of 
the monthly late fee.  Be sure to research your competition to see what they charge. 

3.9.8 Updating Credit Limits 
 
You might want to re-check credit once or twice per year on customers, or maybe if you learn something 
about the company having financial issues, you might want to check their credit and re-evaluate the credit 
limit they have with you.  If you change the credit limit, whether to increase or decrease, you must notify the 
customer and give them the reasons why. 

Part 3 – Collection Procedures 

3.1 Why have Debt Collection Procedures? 

There are two basic concepts that support you having debt collection procedures: 

• Time is the greatest deteriorating factor on the collectability of an account  
• You will never have enough resources to collect all of your delinquencies  

If you implement an early cure program, you will maximize your internal and external recoveries.  Early cure 
programs, in addition to collecting, help you identify and single out no-pays from slow-pays and treat each 
accordingly. 

Remember: 

• Accounts 60 days or less of age are more than 80 percent collectable 
• Accounts more than 90 days of age are typically less than 50 percent collectable (internally) 
• Working accounts less than 60 days delinquent will typically maximize your internal recovery.  
• Use a third party for those more than 90 days delinquent and focus internal efforts on the easier, 

slow-pay accounts 
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• Develop and use a "60-Day Pursuit Program" 

Ø Concentrate internal efforts into the time frame where they are most profitable  
Ø Start on your delinquents early — contact them often in the 60-day period  
Ø Become progressively stronger as the 60 days go by  

• Elements to use in the "60-Day Pursuit Program": 

Ø Copies of statements and invoices  
Ø Previous letters  
Ø Information obtained from a sales visit  
Ø Information obtained from phone calls  
Ø Suspension of credit  

• After 60 to 90 days, your options are: 

Ø Continue to pursue internally with reduced results  
Ø Write off the account  
Ø Use an attorney  
Ø Use a collection agency 
Ø Use a full-service credit bureau  

3.2 Collection Procedures 
 
An effective collections policy requires some kind of formal system that ensures overdue accounts get paid.  
Letting late payments languish can disrupt cash flow and harm your company’s chances of success.  

To keep receivables flowing smoothly, many businesses use a series of letters and phone calls to encourage 
customers to pay. These communications start out friendly and progressively become more serious and 
insistent as payments become overdue.  

How you structure your collections system is an individual matter – you may be more comfortable calling up 
clients than sending letters, for instance.  The important thing is to have a system, and you can use the steps 
outlined below to create one that works best for you.  

The following timetable and actions to be taken are based on our recommended “60 day pursuit program” for 
a company with agreed upon payment terms that the debtor must pay in full within 30 days of providing the 
product or service.  

An example of a system that you might implement is as follows: 

DAY ACTION 
0 Product or service provided with invoice – Be sure your invoice includes your payment terms. 
15 Step 1:  Customer satisfaction phone call – A friendly call to inquire about your performance.  

End the call by mentioning when payment is due. 
30 Step 2:  First overdue notice – This is a friendly reminder that the due date has passed.  You 

are assuming that the client has forgotten, neglected or lost the bill and will pay with a gentle 
prodding.  One common method is to send a duplicate invoice with “past due” stamped on it. 

40 Step 3:  Second overdue notice – Another mild nudge reminds the customer that the account 
needs attention.  This can be a short form letter with duplicate invoice attached.  Keep it friendly 
and non-threatening. 

45 Step 4:  First collection phone call - Follow the overdue notices with a phone call to find out if 
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there is a reason for non-payment. For example, the customer may be dissatisfied with your 
product or service or may be experiencing cash flow problems.  Be courteous, but also get a 
commitment to pay.  Be prepared to handle excuses.  For example, if the debtor says the check 
was sent, ask when it was mailed and so you can determine when it should arrive. 

50 Step 5:  First collection letter - Keep the tone of this letter consistent with the first phone call – 
courteous, but direct. Confirm in writing what was said in the call, and remind the debtor of his or 
her promise to pay. 

55 Step 6:  Second collection phone call - Be polite yet firm, and ask for full immediate payment. 
Work to resolve payment problems. If the debtor cannot pay immediately, get him or her to 
commit to a payment date.  

60 Step 7:  Second collection letter - Now is the time to communicate the seriousness of the 
delinquency. This letter should demand immediate payment, and discuss the short-term 
consequences of failure to pay.  You may want to send this letter via an overnight service so that 
you have a record that it was received. 

70 Step 8:  Third and final collection phone call - While remaining polite and calm, stress the 
seriousness of the situation. Use this phone call to explain that this is the last opportunity for the 
customer to pay before you turn the matter over to a collection agency. Be sure to communicate 
the benefits of resolving the issue – maintaining good relations or good credit. As with the 
previous phone call, get the debtor to promise to pay by a certain date.  

80 Step 9:  Final collection letter - The tone is now stern and demanding. Use this letter to confirm 
what was agreed upon in the last call and demand payment. State that if payment is not received 
by the agreed-upon date, you will turn the account over to a collection agency. 

90 Step 10:  Turn over to collection agency - The account is now 90 days in arrears and requires 
professional assistance.  Often times a collection agency may be able to motivate your debtor at 
this point and be more effective simply because by following the above steps you can separate 
clients from debtors.  

 

3.3 Sample Collection Letters 
 
The most effective letters are short and sweet, to the point and easy to read.   Letters should of course 
contain the date, the debtor name and address, invoice numbers, amount due and date due. 

Sample Second Overdue Notice 

“We recently mailed you a statement showing that your account is past due.  Perhaps it has been 
overlooked.  Here is another copy.  Please send payment today, so that we can keep your account 
current.  Thank you.” 

Sample First Collection Letter 

“This confirms of our conversation on [Date].  As we discussed, you will send us your payment in full. 
Let us settle this matter now.  Please mail in a check today.  Thank you.” 

Sample Second Collection Letter 

“Your account is now seriously past due.  If payment is not received within 7 days, we will be forced 
to suspend your credit privileges with our company.  We value you as a customer.  Help us continue 
to serve you by bringing your account up to date immediately.  Please mail us a check today.  Thank 
you.”  

Sample Final Collection Letter 
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“This letter confirms our conversation on [Date].  You must take immediate action to make your 
account current.  If we do not receive payment within ten days, we will be forced to turn the matter 
over to a collection agency, which may adversely affect your credit rating.  Please mail a check to us 
immediately.”  

3.4 Always Notate Communications with Customers 
 
No matter what software you use to handle your accounts receivables you want a Notes Section on every 
customer’s account.  Every transaction, piece of correspondence, order, payment and statement should be 
documented.  Try to include the day, date, time and whom you spoke with in your notes.  This is very 
important and will help you if you have a discrepancy with deductions, payments or orders. This will also help 
you if the account ever gets past due and has to be taken to court or placed with an outside collection 
agency.  While these notes are primarily for internal purposes, the notes should be professional in the event 
the client or outside party needs to review them.  

3.5 Common Debt Collection Errors 
 
If you are creating your credit policy and just starting out, you may not be familiar with some common errors 
or mistakes business owners make when collecting on past due accounts.  Below are some of the most 
common mistakes.  Make sure you don’t make these mistakes. 
 

• Not getting a credit application, agreement or contract in writing and signed. 
• Not checking customers’ credit history before extending credit. 
• Extending credit to anyone who walks in the door or calls on the phone because they “sound like 

they will pay.” 
• Not having a credit policy in place and enforcing it. 
• Not systematically using letters and forms to collect on past due accounts. 
• Unintentionally “harassing” a debtor. 
• Not asking for the money that is owed because they hate asking for money. 
• Not understanding how a collection agency can work for them. 
• Not knowing when it is the right time to turn a debt over to a collection agency. 
• Waiting too long to use a collection agency. 

3.6 Important Collection Tips to Remember 
 
Do not: 
 

• Harass, oppress or abuse someone who owes you money 
• Use threats of any kind but more specifically, threats of violence or harm against the person, 

property or reputation of someone who owes you money 
• Publish or display in a public place a list of customers who have not paid you or gave you a bad 

check 
• Use the telephone or e-mail to annoy the debtor 
• Advertise anyone’s debt to you 
• Falsely imply that you are or work for an attorney or government office 
• Imply that they have committed crime 
• Misrepresent the amount owed 
• Imply that an attorney is involved, if one is not 
• Tell customers they will be arrested if they do not pay you 
• Make your letter look like legal forms when they are not 
• State that you will seize, garnish, attach, or sell their property, wages or assets unless you legally 

intend to take that action 
• Threaten court action unless you intend to sue 
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• Use a false name when signing letters or making collection calls 
• Deposit a post-dated check early 
• Use postcards for debt collection purposes 

Part 4 – The Collection Agency 

4.1 When to Use a Collection Agency 
 
When accounts reach 90 to 120 days past due, you may want to consider placing them with a collection 
agency.  Some people place accounts at 60 days; some wait over a year—it is completely up to you. If you 
wait over a year it is unlikely you will get paid, but possible.  If you are letting something sit on your books 
and grow older without actively pursuing it, it is worth it to give it to a collection agency.  It is not going to get 
collected if you keep it, and the percentage you will pay the agency will be well worth it. 
 
As an account ages, the chances of collecting on it decrease dramatically.  It’s expensive to carry accounts 
that you will not be able to collect using the methods at your disposal.  It sometimes becomes a better use of 
your company’s time and resources to concentrate on other aspects of your business.  Using a collection 
agency can be profitable for your business and help you grow. Some collection agencies charge more for 
older accounts; this is because they are much harder to collect. 
 
A professional collection service can assist you in collecting accounts that remain delinquent. Collectors 
have a vast knowledge of collection techniques, technology and compliance issues. Using a professional 
collection service will save time and likely yield better results than you can achieve on your own. 

4.2 How to Choose a Collection Agency 
 
Choosing a professional collection service to manage delinquent accounts and other related tasks is a wise 
decision.  The agency should represent your organization in a responsible and professional manner and 
provide a satisfactory rate of recovery while maintaining your public image.  This decision involves more that 
just giving your business to the lowest bidder—it requires careful consideration. 
 
Consider the following qualifications and credentials when choosing a collection service. 
 

• Does the agency charge fees that are clearly stated? 
• Will the agency be sensitive to a consumer’s individual situations? 
• Will the agency be consummately professional? 
• Does the agency understand the importance of confidentiality? 
• Is the agency knowledgeable about the legal implications of debt collection? 
• Does the agency have a computerized accounting system to track collections made? 
• Does the agency submit monthly statements to the member? 
• Does the agency belong to a local Chamber of Commerce 
• Does the agency belong to the local Financial Services Association? 
• Does the agency belong to an international network of credit reporting and/or collection agencies? 

 
The relationship you have with your agency should be a partnership.   

4.3 Working with a Collection Agency  
 
Once you decide on a collection agency, give as much information as possible.  Accurate information about 
the account will improve collections. 
 
In all cases, the minimum information should include: 
 

• The correct name, address and telephone number of the debtor 
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• Name of the debtor’s spouse, if applicable 
• Whether mail has been returned 
• Debtor’s and/or spouse’s occupation or last known occupation and phone number 
• Names of relatives, friends, neighbors and references 
• Summary of any disputes 
• Date of last transaction, order or payment 
• Cellular phone, fax and e-mail address 
• Nicknames or aliases, maiden name 

 
If you have had all new customers fill out a proper credit application, all of the above information should be 
available. The summary of disputes would be in the computer notes for the customer’s account.  This makes 
it very easy---all the information you need, all in one place, on one piece of paper. This is one of the reasons 
why a credit application is so important. 
 
Cooperate with your collection agency.  Rely on their experience, diligence and judgment for the best and 
quickest results and promptly refer any contact from the debtor to the collection agency. 
 
Do not place any accounts with more than one agency.  Make sure that if you change collection agencies, 
the accounts are only being worked on by one agency. 
 
Collection agencies’ fees are based on results, not on time spent on the account.  Don’t expect payments to 
be made immediately. 

4.4 How Collection Agencies Get Paid 
 
Collection agencies charge a commission or percentage based on the many factors of the accounts they are 
trying to collect, a flat monthly fee, some charge per letter or call or a combination of these. 

4.5 How Using a Collection Agency Affects Businesses 
 
If you decide to turn your delinquent accounts over to a collection agency, be prepared for the customer to 
call you.  This doesn’t always happen, but they might call the business owner to try to work something out 
once the account has been placed with an agency.  Once you place the account with an agency, all contacts 
must be referred back to the agency.   
 
If the debtor calls you, explain to them the account is with a collection agency and they have to call them.  
You can always brush off the discomfort of the call by saying, “My bookkeeper, accountant, (anyone but you) 
is handling my accounts and the policy is anything over 90 days is placed for collections.  Once placed with 
an agency, all communications from you must be directly with the agency.”   
 
Once you hang up, e-mail or call your collection agency and let them know the debtor contacted you.  If you 
received mail with payments from the debtor, forward them to the agency. 
 
If the debtor comes to your place of business to make a payment, the debtor should be directed to make the 
payment with the agency.  Have the agency’s business cards on hand to give to the debtor so that the debtor 
knows the agency’s contact information and location.  Again, notify the agency of the attempt by the debtor 
to pay.   
 
It is important to note that if you choose to accept payment from the debtor (a very tempting situation indeed!  
After all, they are right in front of you trying to pay you!), the total amount due that you will likely 
communicate to the debtor will not reflect the agency fees.  So, for example, if you only accept the full 
amount of the original debt, the debtor will believe he has paid his debt in full when in reality there are 
agency fees still due.  This could result in debtor dissatisfaction with you as a creditor.   For a debtor to be 
led to believe that his account is paid in full and then to be advised later that the debt collection fees are still 
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outstanding is a very difficult conversation.  It could possibly reflect poorly upon the professionalism of your 
debt collection procedures or upon the partnership you have developed with your collection agency.  
Sending the debtor to your collection agency will avoid this situation.   

4.6 Collection Agency Payments and Updates 
 
Most collection agencies send payments once a month.  
 
Once you place accounts, give the agency some time to process and work on the account. Agencies also 
have to give the debtor 30 days to request verification of the debt and/or dispute the debt. 
 
Remember, any money collected for you is money you thought you would not be able to collect without effort 
and time on your part. 
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Part 5 – Sample Credit Application Forms  

5.1 Sample Credit Application Form (Business) 
 
Business Name:             
 
Business License Number:           
 
Business Mailing Address:           
 
Telephone Number /  Fax Number    /  Email Address   / Web Site Address: 
 
   /   /   /     
 

Trading As Business Name:           
 
Physical Address:            
 
Mailing Address (if different from above):         
 
Main Purpose of Business:           
 
Type of Business:  _____ Limited Liability Company      _____ Partnership   _____ Sole Ownership 
 
Primary Owner Name: _______________________________________________DOB:    
 
Personal Mailing Address:     Telephone Number:    
 
Manager Name(s):            
 
Other Businesses owned:           
_______________________________________________________________________________________ 
Details of Partners: 
 
Name_____________________Address_______________________________________Tel   
 
Name_____________________Address_______________________________________Tel   
 
Name_____________________Address_______________________________________Tel   
 
Name of Parent Company (if applicable)          
 
Address_________________________________________________________________Tel   
 
Subsidiary Businesses            
 
Details of Officers: 
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Name_____________________Title__________________________________________Tel   
 
Name_____________________Title__________________________________________Tel   
 
Name_____________________Title__________________________________________Tel   
_______________________________________________________________________________________ 
Credit References:  Please list other businesses for which you have a credit account 
 
Reference ________________________________________ A/C#       
 
Reference ________________________________________ A/C#       
 
Reference ________________________________________ A/C#       
 
Credit cards held             
 
Bank _____________________________________________ A/C#       
 
 
CREDIT POLICIES, TERMS AND CONDITIONS 
Payment terms are net thirty (30) days from date of invoice. Seller reserves the right to require alternative payment terms, including, 
without limitation, a letter of credit or payment in advance. 
 
If payment is not received by the due date, a late charge will be added at the rate of one and one-half percent (1.5%) per month 
(eighteen percent (18%) per year) or the maximum legal rate, whichever is less, to unpaid invoices from the due date thereof. 
 
I hereby with my signature on this application do grant permission to you to verify this proposed credit application for accuracy and 
completeness.  Further, I grant my permission to you to seek, obtain, and divulge any information regarding my credit history and credit 
account details or proposed dealings with you to or from any credit reporting bureau, any financial institution, my employer, or any other 
person in connection with any of my credit dealings with you.  I further understand that this credit information may be used to create and 
maintain a credit report file on my credit history and credit account details with any Cayman Islands credit reporting bureau, which may 
periodically receive credit updates from other financial institutions or creditors whom have extended credit to me and which may 
periodically divulge such credit information to members in good standing of such credit bureau. 
 
Should my account(s) become in default my account may be assigned to a credit bureau/collection bureau for collection and/or court 
proceedings and I may further be charged with collection fees, legal fees, and/or court costs to be recovered on an indemnity basis. 
 
 
 
 
_________________        _____________________________________________ 
DATE                 SIGNATURE 
 
 
For internal use 
 
Application checked by:______________________ 
 
Date of review:___________________ 
 
Credit granted:  YES   /    NO 
 
Credit Limit:____________________ 
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5.2 Sample Credit Application Form (Individual) 
 
 
Surname ______________________Date of birth, day _________ /month ________ /year ______ 
 
Given Names ___________________________________________________________________ 

 
Prefer to be known as _________________________________ No of dependants ____________ 
 
Home Address __________________________________________________________________ 
 
Mailing Address (if Different from above) ____________________________________________ 
 
Driver’s License#:___________ | Passport Number#:____________| Voter’s Registration#:______ 
 
Telephone home _____________________ Work _______________________________________ 
 
Do you own or rent you’re your current residence? ______________________________________ 
 
If you rent, name your landlord _____________________________________________________ 
 
Previous address (if applicable) _____________________________________________________ 
 
Name and address of next of kin overseas _____________________________________________ 
 
________________________________________________________________________________ 
Present Employer/Address__________________________________________________________ 
Occupation ____________________________ How long? _______________________________ 
 
Previous Employer/Address ________________________________________________________ 
Occupation ____________________________ How long? _______________________________ 
 
Marital status _______________________ Spouse’s full name ____________________________ 
Spouse’s Employer/Address ________________________________________________________ 
Spouse’s occupation _____________________ How long? _______________________________ 
 
Credit Reference’s-Retail Business-Present/Past. 
Reference ________________________________________ A/C# __________________________ 
Reference ________________________________________ A/C# __________________________ 
Reference ________________________________________ A/C# __________________________ 
Credit cards held __________________________________________________________________ 
Bank ________________________________________ A/C# ______________________________ 
 
CREDIT POLICIES, TERMS AND CONDITIONS 
Payment terms are net thirty (30) days from date of invoice. Seller reserves the right to require alternative payment terms, including, 
without limitation, a letter of credit or payment in advance. 



Credit Policy Handbook 
 
 
 

22 of 23 

 
If payment is not received by the due date, a late charge will be added at the rate of one and one-half percent (1.5%) per month 
eighteen percent (18%) per year or the maximum legal rate, whichever is less, to unpaid invoices from the due date thereof. 
 
I hereby with my signature on this application do grant permission to you to verify this proposed credit application for accuracy and 
completeness.  Further, I grant my permission to you to seek, obtain, and divulge any information regarding my credit history and credit 
account details or proposed dealings with you to or from any credit reporting bureau, any financial institution, my employer, or any other 
person in connection with any of my credit dealings with you.  I further understand that this credit information may be used to create and 
maintain a credit report file on my credit history and credit account details with any Cayman Islands credit reporting bureau, which may 
periodically receive credit updates from other financial institutions or creditors whom have extended credit to me and which may 
periodically divulge such credit information to members in good standing of such credit bureau. 
 
Should my account(s) become in default my account may be assigned to a credit bureau/collection bureau for collection and/or court 
proceedings and I may further be charged with collection fees, legal fees, and/or court costs to be recovered on an indemnity basis. 
 
 
 
_____________________                  ______________________________ 
DATE     SIGNATURE 
 
 
 
For internal use 
 
Application checked by:______________________ 
 
Date of review:___________________ 
 
Credit granted:  YES   /    NO 
 
Credit Limit:____________________ 
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5.3 Sample Personal Guarantee 
 

PERSONAL GUARANTEE 
 

This Personal Guarantee is made this [DATE] 
 
BETWEEN:  [Full Names of all parties and their Addresses] (hereinafter called “the Undersigned”) 
 
AND:  [Business Name] (hereinafter called “the Creditor”) 
 
NOW THIS PERSONAL GUARANTEE is as follows: 
 

1. In consideration of the Creditor’s agreeing to deal with and giving credit facilities to accommodate [NAME OF BUSINESS] 
hereinafter called “the Customer” in the way of its business as a [Nature of Business], the Undersigned and each of them 
jointly and severally if more than one hereby guarantees unconditionally and irrevocably to the Creditor as a principal obligor 
the due and punctual payment of all debts and liabilities present and future whether the same is presently existing or may 
hereafter be incurred by the Customer with the Creditor or remaining unpaid by the Customer to the Creditor. 

2. Provided as always that the liability of the undersigned hereunder shall be unlimited. 
3. The Undersigned’s liability under this Guarantee shall include all and any interest accrued or accruing thereon (both before as 

well as after judgment) at a rate of [2%] per month together with all costs and expenses recoverable from the Customer and 
all costs and expenses incurred by the Creditor in enforcement of this Guarantee. 

4. This Guarantee shall be a continuing guarantee and shall cover all debts and liabilities owed to the Creditor by the Customer 
and it shall apply to and secure any ultimate balance due or remaining unpaid to the Creditor. 

5. Notwithstanding the death insolvency bankruptcy or winding up of the Customer the liability of the Undersigned under this 
Guarantee shall be deemed to continue until the same has been actually paid in money or money’s worth. 

6. This Guarantee covers all agreements between the parties hereto relative to this Guarantee and assignment and 
postponement, and none of the parties shall be bound by any representation or promise made by any person relative thereto 
which is not embodied herein. 

7. This Guarantee and agreement shall extend to and inure to the benefit of the Creditor and its successors and assigns, and 
every reference herein to the undersigned or to each of them or to any of them, is a reference to and shall be construed as 
including the undersigned and the heirs, executors, administrators, legal representatives, successors and assigns of the 
undersigned or of each of them or of any of them, as the case may be, to and upon all of whom this Guarantee and 
agreement shall extend and be binding. 

8. The terms and conditions and effect of this Guarantee shall be subject to and construed in accordance with the Laws of the 
Cayman Islands for the time being in force. 

 
I/We acknowledge receipt of a copy of this Guarantee which I/We have read and understood before executing it. 
 
IN WITNESS WHEREOF the parties hereto have hereunto affixed their hands and Seal the day and year first above written. 
 
SIGNED SEALED AND DELIVERED                   for ________________________ 
 
On behalf of ____________________ 
                                           
By                                                                               ___________________________ 
 
And by                                                                       ___________________________ 
 
In the presence of: 
 
 
______________________ 
Witness 
 
 
SIGNED SEALED AND DELIVERED                
                                           
By the said                                                                 ___________________________ 
                                                                                    [NAME] 
In the presence of: 
 
 
______________________ 
Witness 

 


