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BASIC CONCEPT

INSURANCE COMPANY

Insurance Co. provides
credit risk protection to
seller: buyer insolvency or
protracted default

Seller mitigates credit
risk by signing a credit
insurance policy

Buyer < defaults in paying for
SELLER goods/services

>

Seller = goods sold / services
rendered on credit terms
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RELEVANCE OF CREDIT INSURANCE — MACRO PERSPECTIVE @ Alliance
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Liquidity

B
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WHY CREDIT INSURANCE — SECTOR PERSPECTIVE /ﬁ Alliance

e Limited Capital

® Increasing costs

e Creditworthiness of customers
e Bad debts

Internal Challenges

e Ever increasing competition

e New markets

External Challenges e Accounting & Tax requirements for overdue
provisioning

e Political instability in buyer country
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DO YOU NEED THIS? MICRO-PERSPECTIVE o Alliance
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Ve vo

* Do you sell your products/services on open credit terms?

* Do you want protection from financial losses due to buyers’ default?

* Do you want to save cost and increase revenue & profitability?

* Do you want to leverage your trade receivables for meeting working capital requirements?

* Do you want to improve your company’s credit rating?

* Do you intend to grow your business beyond current boundaries?

If your reply to any of the above questions is affirmative, you need a trade credit insurance policy to increase
revenue, cash flow, profitability and net worth.
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ADVANTAGES OF CREDIT INSURANCE @ Alliance

Financing Tool

ASSESSMENT
(v J——
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WHAT IS COVERED? \ Alliance

Insurance Brokers

Insolvency Political Risk
e The failure of a buyer to pay in e A receiver or judicial manager e Buyer unable to pay because of
whole or part of debt owing has been appointed over all the a political event, such as
under the contract of sale assets and undertakings of the currency inconvertibility, war,
buyer expropriation, embargo, license
e The liquidation either cancellation, export/import
compulsory or voluntary (not for restriction, etc.
the purpose of reconstruction or e Political risks is covered for
amalgamation) of the insured buyers outside India

buyer
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WHAT IS NOT COVERED? /ﬁ Alliance

l"l

Direct Government Sales

(Govt. owned limited liability

companies are covered)
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FOUR PILLARS OF TRADE CREDIT INSURANCE

S OF CREDIT INSUR

Supply of goods Acceptance of liability
and services as per by the buyer to pay the
order seller
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TYPICAL CLAIM PROCESS — GENERAL TIMELINES o Alliance
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Invoice date i.e. - | o
Start of Credit Period Origihal Extended | Expiry of Claim Filing End of Waliting
Due Date Due Date i Overdue Deadline Per.lod and Claim
| | Period disbursement
|
EXAMPLE | |
Terms of Payment | v |
=90 days from Invoice date : Max Extension Period : A
| = 60 days Jl Claims
\ T~ ) Payment
Y Within max 30 days

Overdue Notification = Maximum 60 days from original due date. However Claim Notification
can be filled immediately after expiry of Original Due Date
** The dates used in the above illustration have been simplified on a month-by-month basis for ease of understanding.
Calculations(by number of days) of all relevant due dates are done in an actual claim occurrence based on each underwriters claim process.
You may refer to your Policy document about claim time Lines for further details.
Claim filing and claim disbursement periods are different for different underwriters.
By and large, the claim gets settled within 180 to 210 days from due date
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CLAIM PROCESS AND DOCUMENTATION ’.\ Alliance
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CASE s IAlliapfe

STUDIES o)

e Size — Medium

e Because of the high number of active buyers the client was working with, their credit policy was tailored to allow
them the use of discretionary credit limits. A discretionary credit limit allows you to self-assess your smaller credit
limits without consulting your insurer.

e Turnover — Large

e Duel model of operations

e Large distributors with combination of advance payment, security cheques and credit term - excluded from the
coverage of credit insurance

e Large retailors where credit term was given and each buyer assigned credit limits under the policy thus enabling client
to sell on credit to the extent of credit limits

Industry — Petrochemicals

e Size — Medium
e Extensive list of international buyers. The policy was structured for international buyers only wherein credit limits was
obtained on all international buyers due to the prevailing geo-political risk environment.
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SECTORAL EXPERIENCE

Textiles

Biotechnology
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Banking Services

v

Digital Set Top Boxes, IT and Related Services

Plastics, Poly Fibers & Additives

}k

-

Diamond and Jewelry

S

N

Electronics and Imaging Systems Agro Commodities, Spices & Trading Cables, Wires & Fiber Optics Sea Food
A m
Pharmaceuticals m' Petrochemicals, General Chemicals and Specialty Chemicals

Alliance Insurance Brokers Pvt. Lid.




CONCLUDING REMARKS A I/i\ul“l]j‘(aegofei

Every asset on a balance sheet is insured except accounts receivable
which, in some cases, account for 50% of the assets of the business

Would that keep you awake at night?
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Qualified and experienced team }

Excellent relationship with local and global
insurers

Access to market intelligence

PAN India presence

J\_

Dedicated claim and support team

J\_

Structured credit insurance programme

AN

Advice on working capital financing

Our business is to protect your profitability
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REACH US

THANK YOU

Contact: info@allianceinsurance.in
Website: www.allianceinsurance.in

Alliance Insurance Brokers Pvt. Ltd.
Corporate Office: 8t Floor, Gold Crest, 10t Road, Juhu, Vile Parle West, Mumbai - 400049
Telephone: 022 6739 0900/ 022 6122 0800
Fax: 022 6739 0918/19
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