
Important element of Late Payments Directive missing from Maltese law

The director-general of the Association of Credit Management, Josef Busuttil, has complained that an important article of the EU's Late Payments Directive has been left out from Maltese legislation.

The drective was adopted by Malta some weeks ago, but Mr Busuttil said he was surprised that Article Five had been omitted.

That article states that EU member states must ensure that an enforceable title (court order or judgement) for unchallenged claims would be obtained within 90 days from when legal proceedings are instituted in court, irrespective of the amount due.

"Although this article should help speed up credit recovery, it was completely left out when the directive was transposed into Maltese Law. In Malta, we do have a fast track to get a court order but restricted to amounts not exceeding Lm5,000."

The workings and implications of the Late Payment Directive will be discussed at a seminar which the MACM will hold next Thursday.

More than 4,100 cases involving credit payment were filed at Maltese courts and tribunals last year representing claims of more than Lm10.5 million. But Mr Busuttil said this was only the tip of the iceberg since businesses went to court only as a last resort.

"Cases take long to be decided, court costs are often higher than the outstanding amounts, and even when a claim is upheld, enforcement of court judgments leaves much to be desired."

The adoption of the Late Payment Directive, however, was expected to alleviate the situation. The directive applies to all contracts signed after May 1, 2004, including those involving public authorities.

Although the directive does not harmonise the payment period across the member states, it defines a fixed reference period of 30 days commencing from the date of receipt of the invoice or from the date of receipt of the goods.

It also imposes a penalty interest, which starts automatically in the event of payment delay at an interest rate of seven per cent above the Central Bank rate, currently 3.25 per cent.

The seminar will be held at The Victoria Hotel, Sliema, starting at 2.30 p.m. The guest speaker will be Dr Hugh Peralta who will discuss the implications and impact of this legislation.

Mr Busuttil said the MACM was also placing added focus on the training of credit managers.

Credit had become an important element for businesses to gain competitive advantage in today's dynamic business environment, he said.

In Malta, credit has become so easily accessible both to individuals and businesses that many individuals and traders were consuming or trading predominantly on credit, and suppliers' lists of overdue debtors is growing both in the numbers and in value.

"If one were to look into the balance sheets of organisations trading on credit, debtors' would represent one of the biggest assets of these organisations. Therefore, 'debtors' being so important to these organisations should raise some fundamental questions which the directors or business owners need to ask:

Who is managing credit in these organisations? Who is making sure that credit is being granted only to those clients who are genuinely credit worthy? Who is balancing the cash inflows with the cash outflows to ensure a healthy cashflow? Who is reviewing the debtors' list on an ongoing basis? Who is chasing after the money, and what are the collection procedures in place? Who is complying the credit practices with the relative legislation? Who is behind the overall corporate credit policy?"

Mr Busuttil said credit management was often included in the list of responsibilities of the financial controller. But this was wrong. Credit management was both a science and an art in its own right which merited specific training programmes and qualifications.

The MACM will be providing an accredited education programme in association with the UK Institute of Credit Management Qualifications (ICM) addressing the needs of people working in the field of credit management, irrespective of the industry they come from.

The ICM programme will incorporate the three main categories of credit management: trade, consumer and export. The programme has two levels, Certificate and Diploma.

The former comprises Introductory Credit Management, Accounting, Business Law and Business Environment. On successful completion one would be eligible to become an Associate of the Institute and to use the designatory letters AICM (Cert).

The diploma course includes Advanced Credit Management, Credit Management Law, Legal Proceedings and Insolvency and a Practical Credit Management Project. Completion of the Certificate and Diploma in Credit Management entitles one to become a Graduate of the Institute and use the designatory letters MICM (Grad).

These courses will be run on part-time basis in the evening. The next intake will be next month.

Further information about the seminar and the training courses may be obtained from the Malta Association of Credit Management, by phone on 2142 3638/9 or by e-mail: jbusuttil@macm. org.mt.

The MACM is planning greater emphasis on credit management qualifications. 
