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• Cash Receivables
• Aspects of Receivables Mgmt.
• Importance
• Scope



What is credit?
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Credit Policy

• A credit policy is a set of rules and 
standards that directs how companies 
can grant credit to customers and the 
collection method. 

• It also describes who in the company is 
in charge of allotting credit. 

• The main objective of this policy is to 
set certain guidelines that help handle 
credit risk.
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Types of Credit Policy

• Loose credit
• Flexible credit
• Tight credit
• No credit
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Components

• Credit application process
• Credit types, limits, and terms
• Collection
• Monitoring and control
• Risk management
• Credit Terms
• Credit Worthiness Of The Customer
• Cash Discounts
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Will Cover…

• Terms of sale — How much credit 
you'll extend to customers and the 
terms

• Credit extension — Processes to 
evaluate credit criteria for each 
customer

• Collection process — Processes for 
collecting on past-due invoices

•
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Factors to be Considered

• The current economic climate
• Your cash and working capital 

position
• The size of your customers and 

their financial position
• Your customers’ business sectors



Summary

• Credit Policy
• Types
• Components
• Factors to be considered
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True / False

Customer worthiness is part of
credit policy.

Ans: True
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▰ https://www.wallstreetmojo.com/credit-policy/

▰ https://www.versapay.com/resources/what-is-a-credit-policy

https://www.wallstreetmojo.com/credit-policy/
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