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Learning Objectives 

• Specify the roles of the various employees of the credit and collection functions. 
• Identify the key procedures and forms needed to operate the credit function. 
• Cite the key controls needed for the credit function, and note what they are intended to accomplish. 
• State the key procedures and forms needed to operate the collection function, and the situations in 

which they are applicable. 
• Identify the key controls needed for the collection function. 
• Identify the main elements of a credit policy, and note the situations in which the policy may be 

changed. 
• Cite the contents and handling of a credit application, and note why this process is used. 
• State the methodologies available for developing credit ratings, and the situations in which credit 

rating systems can be used. 
• Itemize the events that can trigger a credit review. 
• Identify the methods that can be used to interpret the financial statements of a customer. 
• Cite the methods available for mitigating the risk associated with granting credit. 
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• State the methods used to achieve an efficient and effective billing process. 
• Itemize the methods available for processing customer payments, and note who is involved in this 

activity. 
• Identify the primary tactics used to collect cash from customers, and note how these tactics can be 

improved. 
• Cite the management techniques used to deal with payment deductions made by customers. 
• State the sources of information used to locate customers via skip tracing, and the circumstances 

under which skip tracing might be necessary. 
• Specify the reasons for using a collection agency, when to use one, and the fee structures they 

employ. 
• Identify the reasons for using litigation, and the methods for collecting on favorable judgments. 
• Specify the classification of the allowance for doubtful accounts. 
• Cite the methods used to estimate the amount of the allowance for doubtful accounts, and how to 

account for this allowance. 
• State the types of technology that can support the credit and collection functions. 
• Identify the areas in which other parts of a company can cause collection problems, and how to 

mitigate these problems. 
• Identify the key measurements used to evaluate the performance of credit and collections, and note 

how these measurements should be used. 
• Cite the key laws that impact the credit and collection functions. 
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Preface 
The credit and collection functions have the conflicting roles of assisting in increasing company sales, while 
at the same time only extending credit in a sufficiently prudent manner that bad debts are not excessive. In 
the Credit & Collection Guidebook, we explore how these dual roles are achieved, as well as the methods 
by which the functions are managed and risk is reduced. 

The Credit & Collection Guidebook shows how to most efficiently and effectively run the credit and 
collection functions, while also addressing the following topics: 

• Which job descriptions to use for employees 
• How to structure credit and collection procedures and controls 
• What to include in a corporate credit policy 
• What to include in the credit application form sent to customers 
• How to assign credit ratings to customers 
• How to interpret the financial statements submitted by customers 
• How to mitigate credit risk 
• Which methods to use to collect cash from customers 
• How to manage payment deductions taken by customers 
• How to locate customers who do not want to be found 
• When to use collection agencies 
• How to employ technology in the credit and collection functions 
• Which laws apply to credit and collections 

 
The Credit & Collection Guidebook is designed for both professional accountants and students, since both 
can benefit from its detailed descriptions of credit and collection procedures, controls, information technol-
ogy, and operational techniques. The book also provides the information you need to support sales while 
keeping bad debts at a reasonable level. As such, it may earn a place on your bookshelf as a reference tool 
for years to come. 
 

Centennial, Colorado 
September, 2020 
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