HI(CCM EERRGIRGS
Hong Kong Credit and Collec

Best Practices of Risk Management
“Survive and Thrive — Key 1o successful businesses”

w1 A B R A
B 2R 4 3 —
" S I s o g - AR AT B S R
gy : AEMIE
Speaker : Bobby Rozario
s : BAGERENIREEGS
Organization : Hong Kong Credit and Collection Management Association
FRF : 20214E12H8H
Date : 2021 Dec 8

Ak HKCCVIA ssiices

Alpha & Leader. All Rights Reserved



Economic News in 2021 October - November
TR 2021 €10 A =11 H

e

o

WMWE F45

RE(PEARFPEERAEF RS AT LEFES
E), BREEAR, BAENRA BR, ABEK B\
£E, A, L5 BFEAAIHLELERELTES
EHARREERERN Y, BATEEREREFLES,

B EREFHRURRASER FHES XA, TUF AT

32 states remove
PRC Generalized
System of
Preferences (GSP)
frade benefits
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Environmental -
PRC aimed at
reaching

2030 Peak
Emission

2060 Carbon

Neutrality in PRC
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Suspected
Default Crisis -
Evergrande, Kaisa
Group, Fantasia,
Haidilao
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OMICRON
COVID-19 variant

International
borders have
stepped up
quarantine to
guard against
Omicron variant
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When a crisis exists, there is an opportunity!
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Economlc News in 2021 December
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Chinareduce (RRR)

for major
commercial

banks by 0.5
percentage points,
releasing 1 frillion
yuan liquidity to the
market
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Didi will devise a
plan to delist from
the New York
Exchange and
relisted in the Hong
Kong Stock
Exchange
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What is the next

good news?
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Collection
SR
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Capital Injection

(EAE®

Revenue
Intake

(BRI
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Lost (fE515)

Sell (%)

Build & Operate
BN EAT

Profit (&7Fl])

Registration
(CEfAE])

Open Account
(ERTTR )
Sourcing (REEM 1)
Staffing (BE A §)
Buy Fixed Assets
CEABEEEE)
Commence Market
Research

(ZREITHZFEE )etc...

Promote(ff{(#/E)
Advertise(Z[E )
Entertainment(XZ R FERH), etc...
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Costs of Credit
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Bad debt ZEHE Profit MarginF[JEE=
2% 10% 20% 50%

EE AV EEYIMN A EZE Extra sales to offset bad debts
$250,000.00 125m 2.50m 1.25m 510]0] ¢
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Extra sales
to offset
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IMonitor Credit Exposure
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> Setting Credit Exposure ] 5€ 13 il

i.e. Sum of all credit limits B{E FHZE S (X144 f1

Risk v If target DSO is 60 days, the minimum level of Credit
Management Exposure is four times the monthly turnover
%iﬂiﬁ;ﬁw » Credif Exposure vs Sales Target

T fE D vs $HE H i

v Increasing A’s limit would need to decrease B’s limit
AN AR RR R 55 [R] 75 ZLED B RR
v If absolute value of Credit Exposure increases, Sales Target

would also need to increase
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“Credit Exposure is proportioned to three essential objective
elements. They are: Target DSO, Cash Flow Availability and Annual
Sales Targef. ”
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Best Practices
in Credit Management

https://www.hkccma.com/news/view/Best-Practices-in-Credit-Management-Setting-Credit-Limits
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Risk
Management
Measures
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Monitor Credit Utilization %8 i) &
“ldea of a Danger Zone in total usage ” & H & AL 43

» Adopt sanction procedure if reached the danger zone
N AL A% P B ZE R AN E AR

»Questions need to ask before actions : J:[E LL T B E

v" How is the utilization allocated?@ %8 2 & tnfa] 4534 2

v Are most of the utilizations associated with the same customer or the
same group of customerse K54 %8 /& 75 A 70 i £ 5] — %5 7 Bl [7] —fF e 2

v How much of the receivables have fallen into the above-average-
DSO bracket? 2 /D> EI AR KL DSO LA L 1) 3 7] 2

v Are you expecting a large payment soon? & 75 78 25 £ — i AR KIS 2
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JIMitigate Credit Risks Opftions
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» Factoring {2

Risk > Recourse vs Non-Recourse 1B &R HE Bl 538 20
Management i o /\

I\/\eqsures > Credit Insurance 1z H 1% fa

J3 P LA > Guarantees {4

v' Personal fii A
v Bank 2R1T
v Corporate 43

> Letter of Credit /& H:
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J Short Term Measures % 111 it
» Understand receivables mixture 7 #REUIRAS
v" Aging Report BRiir 3=
» Focus on shorten receivables cycle
R AR AR R RS

Risk 2 Mid Term Measure S HR$E T
Management

Measures

> Analyze customer segmentation YHEFHS
v" Credit Reports 5 R &
Jer, o A T R gy v Risk Index Reports &[5 &3 &

4 I\/Ionltorlng TooLseg litigation information
BEHITE eqg. FaAER

0 Long Term Measure REFE I
» Contact industry associations £81T1HE
> Adopt credit application formality RAAEE LB RF I
> Train your sales staff ¥ 5 &#& 1715 HEIE 1
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Thank You
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