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Dear Friends:

As we move into the later hall
of the vear (how did summer go
by so Exst?), 1 think s a good
time to review some basics thar
can help not only 1o determine a
credit applicant’s general credit-
wiorthiness but also to reduce the
risk of collection problems later.
In addition to *Cover Your
Bases!," we've also induded our
recommended wording for
“terms and conditons of credit
sales,” which illustrates many of
the suggestions included in the
feature artiche.

Chur Gall winter calendar
includes the Advertising Media
Creslit Executives Association at
the Sonesta Beach Resort in Key
Biscayne, Florida, October Lath
through 18th. We also look for-
wartl, as always, o a great thme at
the annual Szbo Christmas Party
at the Hellenic Center in Atlanta
on December 2nd. Hope to see
v'all there!

Best wishes for a terrific autumn,

a wonderful Thanksgiving, and a
poyous holiday season!

-

Pete Szabo, President
Szabo Associates, Inc.
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COVER YOUR BASEY!

Up-Front Diligence Can Help
Avoid Costly Disputes

Media is certainly one indus-
try that never fails 1o surprise,
infuriate, and entertain its partic-
ipants with the unexpected. We
at Szabo have noticed over the
years, however, some patterns of
unexpected (and unfortunate)
occurrences in the area of credit
and collections that our clients
might have avolded. S0 ... we
would like o put forth, amid all
the situations in which you do
not have any control whatsoever,
a few in which you do. Here isa
list ol practices that, when exe-
cuted “up front,” can help you
avold problems later,

1. Give some “tecth™ to your
credit application. In a perfect
waorld, a signed credit applica-
tion is followed by a signed con-
tract, An unfortunate reality in
the media industry is that wait-
ing lor a signed contract can
sometimes mean losing a sale.
For example, if a rep frm repre-
senting an agency which in rn
represents an advertiser buys
time from you and wants it the
next day, getting a signed con-
tract prior to airing is virmually
impossible, In such an instance,
the credit application is probably
the single most important picoe
of paper you have.

Of course, the initial purpose
of the credit app is to help you
determine whether or not to
extend credit. To that end, i
should include the year that the
agency or company was estab-

lished; its structure (propri-
ctorship, partnership, ori-
tiom, or other); number of full-
time employees; annual sales;
business license number; the
principals of the company,
their addresses and home
phone numbers; bank refer-
ences; and at least three trade
references, preferably includ-
ing medii

Beyond the purpose of
estblishing a potential cus-
tomer’s creditworthiness, a
signed credit app can help 1o
further reduce your risk down
the road. Put in your credit app
the terms of the business agree-
ment, including clauses defining
your position on liability.

2. Communicate with your
sales force. Because they deal
directly with prospective cus-
tomers, salespeople often pick
up important information that
you might not otherwise find
out initially,. Hold frequent
meetings with salespeople (o
teach them about credit and
collections. In remurn, encour:
age your credit and collections
staff to develop a sales orient-
cd attitude.

3. Determine with whom
you are enlering an agree-
ment. Is the agreement with

the advertising agency, with
the advertiser, or with both?

Putl it in writing. Suate clearly
—rwrtined o fige 2
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who is responsible for pay-
ment, Il the agreement is
between you (the media
provider) and the agency only,
and there is no reference
the advertiser in the contract,
vou may have difficulty secking
recourse against the advertiser
{even though the advertise-
ment was for the benefit of
the advertiser).

OFf course, even il such a
reference exists, the advertiser

may deny the agency's authority
o enter into the contract, One
approach to a situation in which
the advertiser does not actually
sign the contract is to clearly
state in the contract that the
agency is unconditionally and
primarily liable for all payment
due, regardless of whether or
not the advertising agency is
paid by the advertiser. IF you
choose this course, vou should
also make sure that the agency
is able to satisfy the obligation
without reimbursement from
the advertiser, An alternative
approach is to require that the

agency present written confie-
mation from the advertiser
that the agency is authorized
to negotiate and enter into a
binding contract on behall of
the advertiser. This confirma-
tion should also state that, if
the advertiser entrusts the
agent with funds with which
to pay the media, the advertis-
er will remain liable in the
event of non-payment by the
agency.  (More on Sjoint and
several Habilicy™ later.)

Send copies of evervthing,
including copies of the confir-
mation order and the contract

Szabo Associates’ Recommended Wording
for the “Terms and Conditions of Credit Sales™

The following wording clearly sets forth the terms of the agreement, defines the responsibilities of the
parties involved, and clearly establishes a position on joint and severl liability. Check with your manage-
ment on palicy and with local counsel on any state statutes that may conflict with terms or conditions.

In consideration of the providing of advertising services,
production services, or relited services by WEZB Television
{the *Media Provider™) now andfor in the future, the under-
signed Applicant (the “Applicant”™) agrees and shall be gov-
erned by the following:

Applicant acknowledpes that services from Media
Prowicher miay be purchased by Applicant on behall of an
advertiser if Applicunt is an agency, and soch services may
be puirchased from Media Provider on Behall of Applcant
through the efforis of an sthertising agency or other service
entiry if Applicant is an advertser; for purposes hereod, the
advertiser, advertising agency, or othar servieo entiry on
behall of which or through which Media Provider providies
services shall be knorwen as “Third Parmies "

Whether sums are due under contract or open account,
it is undersioosd that all involces are due upon recedpt and
are considered delinguent if no paid within fifteen (15)
days from the date of invoice, Should timely payments not
be mude as sianisd, Applicant agrees @ pay all collecnon
apency fees and expenses, and other costs of collection,
including reasonable attorney fees and court costs which
migy be incurred by Media Provider in pursuing and collec-
ing payment. The lability of Applicant shall be joint and
several with Third Farties,

Any dispuie by Applicant with amy pebecast, comimercial
announcements, any services provided by Media Prowvider
or the amount charged for Ihr e ﬁh.ll!rli-l.' reparied o
Media Provider in writing wirhin thirmy (307 days from the
date of invoice relating to the some, tme being of the
easence (but any such dispute shall not aflecs Applicant’s
odbiligarion 1o make payment within 15 davs as ser fonh
abowve). Failure @ repont any such dispute within such fmime
shall constime 3 wanver of any chum by Appelicans with
respect b0 such dispuie.

The terms and condidons outlined herein shall govern
and control gl future services which muy be provided by

jointhy and severally bound by the terms hereok

Applicant represents thar Third Panies will immediately
be natified of the tweoms hereol.

If credir is approved, Media Provider reserves the right
por cawnce] credin an any time with o withowt notice for what-
CVET MELS00,

Morwithsianding (o whom bills are rendersd, Applican
angl Third Parties H];IIJ.” resmin jointly and seveeally chiigar-
e 1o pay to Media Provider the amount of any bills ren-
dered by Media Provider within the dme specified and uniil
payment in full s received by Media Provider, Payment by
Applicant 1o Third Pares or by Third Parties o Applicant
shall nav comstitute payment b Media Frovider

Applicant understands that should Applicant place
advertising through an advertizing agency (or other Thaed
Parties) that Applicant will continwe to be responsilde o
Media Provider for payment of such advertising. In the
event Applicant is an agency reguesting advernsing on
behall of & client, Applicant acknowledges its joint and sev-
el liahility for the payment of such adveriising under the
rerms set forth herein nbove

IF Applicant s an sdversern, all agencies which place
advertising buy orlers with Media Provider shall b= concli-
sively decmed o be authorized agents for Applicant; with-
it limiting the geoesility of the foregoing, the following
apenckes are expressly included among the agencies which
are guthorized w place advertising buy orders on Dehall of
and as authorized agent for Applicant:  (list bhere)

Apiplicant cortifics thar all seatements and informatdon
imcluded in this application {(including all Gnancial saemenis
and amschments) are true, coerect, and comgplete snd are
e for the purpose of obtaining credin and thar all officers,
wwners, or employees ame author o1 purchase mverising,
Media Provider is hereby authortzed o verify any and all sare-
mients through any source availabbe @ them,

Media Provider from rime to time for the Applicanc. The 'L'LT!MFAN‘&_'. - e
party executing this agreement on behall of Applicant AUTHORIZED SIGNATURE:
acknowledges that it has the authority o do so wnd that by PRINT NAME
s execution it has cuused Applleant and Third Pamies o be  DATE:

s
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{don't forget to copy the back indicate the legal capacity in being guarantecd must match
side!) o all parties involved in which they are signing. The the account shown on your
the transaction, agency or advertiser may not be books, (d) The guarantes
legally bound to a contract if must show it is binding upan
4. Rescarch the identity of signed by an individual who did the “heirs, executors, and
your customer. (Once you not have the proper legal administrators.” (e) The guar-
know the party, or partics, authority to enter into contracts | antee must show clearly that it
with whom you're entering a on behalf of the entity,. Unless truly is a guarantee. (f) You
business agreement, find out this authority is evident by the must notify the guarantor in
exactly what those entities are, person’s position (president or the event of a default
Before you establish a com- vice-president), get written con-
mercial account, get the exact firmation regarding the person’s | 7. Set forth the business
mame of the corporaie cus- authority to bind the legal entity. terms of your contract with
tomer, and lnd out if the cor- clarity and reasonable speci-
porition is in good standing 6. Closely revicw personal ficity. Contract problems arise
with the state. In most states, guarantees. Personal guaran- most often because of vague or
a letter to the Corporation tees are advisable for borderline | indefinite language or because
Division of the Secretary of cases in which you would like 1o | the agreement is incomplete,
State ;u:cummcd by a check extend credit, but they fail to making it difficult to enforee in
for a lew dollars will get you serve their purpose unless cer- a court of law. There should
this information. If the firm is tain criteria arc met. (a) A per- be no question about any
not 4 corporation, find out sonal guarantee is only as good aspect of the business arrange-
who the owner is, where the as the guarantor's ability to pay ment: price, terms of payment,
owner lives, and his/her busi- what is owed! Be sure of your mature af the advertisement o
ness background, guarantor's financial security, be run, or timing of airing or
{b)The signature must show thar | publication. If your contract
5. Identify the representa- the party is signing personally. has “missing parns" or is
tives of the parties 1o the The person's title must not ambiguous, a court may refuse
agreement. The person sign- appear after the name, dand the tor enforce it at all,
ing the contract on behall of a COMPany Name must not appear
legal entity (corporation |, part- | directly above the signature, 8. Establish a position of
nership, ete.) should clearly {c) The name of the account joint and several liability.
As you probably are already
aware, Szabo Associates is a
strong proponent of the joint
and several liability position
because we believe it offers
media the best protection if
either the agency or advertiser
fails to pay. It is imporant 1o
establish this position in writ-
ing because it is unlikely that
the courts will decide in oppo-

sition of a fully integrated
written agreement, (See side-
bar for recommended wording
of liability statement.)

—_—

9. Congratulate yourself
and your staff on their
efforts, Even with the most
diligent up-front efforts, the
unforeseen unmitigated disas-
ter will occur; however, with
consistent application of a
strong credit policy and the

"UH BOSST T THINK SALES AND CREDIT ARE ABOUT TDWpRK varicty of tools available to
THINGS OUT (WER THAT CREDIT APP® you, those occurrences will be

few and relatively manageable,
Enjoy your successes. +
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No one really wants o go o
court (o collect unpaid receiy-
ables, You go o coun only afier
all of your mare attractive options
have failed.

We at Szabo believe in giving
youu the tools o make smart use
of your legal power, The right
maves can often persuade a
debtor to settle to avoid the pub-
licity and expense of a lawsuit

But if you do have to go 1w
court, make sure you can win.
Good attorneys and research can
make success more Hkely,

That's why we've put together a
network of legal resources that's

unsurpassed among collection
services that work for media and

ifAED GARlBDElATEER iNE mn
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redated companies.

In every corner of the 1.5, and in
many forelgn countries, we call on
the services of over 350 attomeys,
Wee've selected them on the basis
of their knowledge of media collec-
thon Law:

We also have our own skilled
paralegal specialisis on stalf
They're trained and experenced in
mecia laiw. In many cases, they cin
get results without calling in an
attorney. I litigation is needed,
they monitor the aitorney’s perfor-
mance for you,

To support our legal efforts, we
maintain a current library of
media/advertising law, debior/credi-

tor rights, ad agency and advertiser

DSabo Associates. Inc. 1995, All
rights reserved. Materials may
not be reproduced or transmit-
ted without written permission.

Why We Work the Way We Do
Legal Resources

liability, and court cases affecting
the media industry,. We don't
kenow of any other collection ser-
vice that has a library quite like it

Wi also have a depth of experi-
ence in maneuvering through the
complexities of debtor hankoupi-
cy Our people regularly work on
bankruptcy committees, both in
and out of court. We have an
excellent record of negotiating
good settlements for our clients
in hankruptey preference actions.

As you can see, there's a hot
maore to begal action than simply
hiring an atiomey. At Szibo, we
take pride in giving vou morne
value in legal resources than any
other collection service, +

HULK RATE
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