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CUSTOMER CASE
STU DY CREDIT BUREAU

OVERVIEW

Country: Bosnia-Herzegovina

Customer Profile

LRC Credit Bureau, established in 2000,
is the first fully operating private credit
bureau in Bosnia and Herzegovina. Some
of its key customers include the Central
Bank, FBiH and RS Banking Agencies,
the Ministry of Finance & the Ministry of
Justice. The company also provides ser-
vices to the judiciary sector, state institu-
tions and private businesses.

Business Situation

Companies in the country have found that
amount of overdue internal debt (local
businesses owing other local businesses)
has sky-rocketed to in excess of 2 billion
US dollars.

Debt collection is often a timely and risky
process as many businesses are product
“rich” but cash “short”. Court and asso-
ciated enforcement costs are high and
many smaller debts are simply written-
off.

Solution

LRC Credit Bureau and the XO Limited
consulting team have developed a com-
prehensive counter-trade and matching
solution. The system will provide credi-
tors the ability to convert “at risk” debts
into needed goods or services.
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BARTER AND COUNTER-TRADE
“XO0 has provided us with both business planning, programme
specific training and software systems for the project. We would not
have dreamed of going to anyone else.”

Emil Kuckovic, Executive Director, LRC Credit Bureau

Converting 2 billion dollars of overdue debt into valuable
assets

LRC Credit Bureau pioneered the credit reporting industry in Bosnia-Herze-
govina when it commenced operations in 2000. As an adjunct to its credit
tracking and reporting services the company recently expanded into debt-
collection.

Where cash is impossible to collect and/or the costs of court action are
prohibitive, collection may take place in the form of physical product, which
LRC would then sell for cash. This cash would be handed to the creditor who
would then consider the debt repaid.

The challenge to such a process was that debt-to-product conversions were
risky. The problem of selling products for cash to repay debts switched from
being the debtors to LRC. Product acquired was often sold for less than the
full value of the debt owed, leaving the creditor with a short-fall.Seeing that
bartering may be able to assist its customers with both cash-flow and
collection issues LRC turned to XO Limited for assistance in developing a
business model tailored to its unique situation.

XO worked with LRC to develop a structured a plan to meet their needs. The
XO plan involves a unique form of trading which combined elements of cash
liguidation, counter-trade and barter.

As part of the solution XO provided full business process development,
training, marketing support and software implementation and assistance
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Debtor may pay off severely overdue
debts by providing their own goods (in-
stead of cash) along with a small cash
handling fee to the system.

The XO software has been deployed to
keep track of stock, undertake transac-
tional accounting, manage brokerage fees
and provide participants with trade pay-
ment and statement facilities. The system
also handles auto-matching of needs and
offers, auto-brokering, automated news-
letters, buying and selling via an online
marketplace, news broadcasts, listing
management, and advanced

reporting.

Benefits to Creditors

» Immediate repayment of
overdue debts

» Losses are recovered
» Reduced cost of collection
» Reduced market uncertainty
» Maximizes the use of capital
»  Protects profits

»  Benefits to Debtors

»  Debts repaid with new sales

»  Repayment costs less than with
cash

»  Credit reports repaired
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Situation

LRC Credit Bureau, established in 2000, is the first fully operating private
credit bureau in Bosnia and Herzegovina.

The company follows the credit history of legal and physical entities,
monitors debt liabilities and paying trends and provides banks, public
utilities, micro-credit organizations, insurance companies and other legal
and physical entities with relevant information in the form of credit reports.

LRC Credit Bureau operates on the principles and good practices of modern
credit reporting agencies in developed countries. The establishment,
development, and expansion of LRC has been achieved in part by the
constant streamlining of its systems and information flows. The company
undertakes wide-ranging promotional activities on financial discipline,
capacity building and training of the staff of commercial banks, micro-credit
organizations, insurance companies, pension funds, donor organizations,
public utilities companies and other BiH institutions and legal entities, as well
as assisting the staff of the Central Bank, FBiH and RS Banking Agencies,
Ministry of Finance, Ministry of Justice, judiciary sector and other relevant
state institutions.

Since its inception the number of LRC members had increased drastically,
with a composition of clients varying from legal entities to foreign and
domestic financial institutions and donor organizations.

The company has its corporate headquarters in Sarajevo, and has grown
to an 80-strong team of business professionals over the last 7 years, with
operations across the country.

As an adjunct to its credit tracking and reporting services the company
recently expanded into debt-collection.

A typical debt collecting scenario involves a business (creditor) lodging a
record of an unpaid debt with the LRC collection division. LRC then sends
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out warning letters to the debtor with details of the amount needing to be
repaid as well as information about the consequences of the unpaid debt
adversely affecting the businesses credit rating.

Where cash is impossible to collect and/or the costs of court action are
prohibitive, collection may take place in the form of physical product, which
LRC would then sell for cash. This cash would be handed to the creditor who
would then consider the debt repaid.

The challenge to such a process was that debt-to-product conversions were
risky. The problem of selling products for cash to repay debts switched from
being the debtors to LRC. Product acquired was often sold for less than the
full value of the debt owed, leaving the creditor with a short-fall.

The second issue that faced the organization was billing its members for
these collection services. LRC charges a fee for each debt collecting notice
sent on behalf of its customers but did not charge a fee for any product to
cash conversions that it conducted.

An efficient collection solution was required that would allow creditors debts
to be recovered in full without any loss of value due to the collection process.
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COMPONENTS

» Needs analysis

»  Documentation

»  Business planning

»  Marketing planning

»  Training

» Data analysis

»  Software customization
»  Systems implementation
»  Project management

» Ongoing support
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Solution

Seeing that bartering may be able to assist its customers with both cash-flow
and collection issues LRC turned to XO Limited for assistance in developing
a business model tailored to its unique situation.

XO spent some time analysing the customers business, the local market

and key economic indicators unique to Bosnia-Herzegovina. It then used
this information to develop a bespoke counter-trade solution for LRC with
full marketing and business support and a back-end system based on the
proprietary XO Limited software.

The XO structured plan involves a unique form of trading which combined
elements of cash liquidation, counter-trade and barter.

XO proposed to that LRC approach its existing customers and offer a service
where it would collect all debts more than 120 days overdue in the form of
product. LRC would centrally warehouse collected products and provide its
customers with “trade credits” to the value of the debts owed to them.

These “trade credits” are redeemable for product from the LRC warehouse
at any time. No inflation can occur in the system as the product is always
physically present prior to the trade credits being issued to each LRC
customer.

Using guidelines developed by XO, LRC begins a “debt collecting” cycle by
looking for complimentary debtors and creditors — i.e. those debtors who
have products needed by creditors. As the cycle is run, LRC collects a large
range of products from debtors, stores these products, and then allows the
creditors to redeem their “trade credits” on these items.

Since these goods and services are already budgeted for, the use of the
trade credits received represents the full recovery of the debts with no loss
and no collection costs to the creditor.
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Collecting from a Debtor

When LRC collects products from a debtor it does so based on the value of
the product at wholesale cost (the cost of the business to make or buy the
product, not their selling price).

LRC also charges a cash handling fee — which it uses to cover staff, freight
and warehouse costs.

Paying a Creditor

Once the product is collected from a debtor, LRC applies trade credits to the
creditors account for the full value of the debt owed to it.

The customer can redeem these trade credits on any products in the LRC
warehouse.

If the creditor waits for the cycle to complete (anywhere from 1-3 months)
more and more products become available and they can begin to spend their
credits on products they had already budgeted to purchase for cash.

The Safety Net

If the customer is unable to wait to redeem the credits on anything of “use”
then it can swap their trade credits for the original product collected - at
retail cost - plus an additional 10% extra product.

This ensures a margin of “safety” for the creditor if they must resell the
“unwanted”

product for cash.

As LRC has collected the products at wholesale value, it has enough
products to redeem 110% of the same at retail value.

Any difference in stock collected and redeemed (profit between wholesale
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and retail) is kept by LRC who may then sell this surplus for cash or keep it
in the creditor network to encourage variety, or to allow shorter trade cycles
to occur.

Where LRC sells surplus product for cash it may choose to use this to
recover any costs of breakages or to purchase additional items which are
needed by its customers but not available in the network.

Both the creditor and LRC are protected at all times and there is always a
variety of needed goods in the system — thereby allowing full redemption of
trade credits at any time.

Starting a Trade Collection and Settlement Cycle

The key to starting a trade settlement and collection cycle involves analysing
all overdue debtors businesses.

Businesses are categorized by industry, location, length of time in business
and size of the debt owed.

Large debts owed by businesses in needed / desirable industries are
collected first.

Smaller debts and those products which are wanted “less” than others are
collected later.

The location of the business is used to ensure that product collection can
occur in a logical sequence to ensure maximum efficiency of freight and
warehousing.

As part of the process of analysis XO worked with LRC to develop key
system queries and data analysis tools specific to their business and the
project.
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The XO Software

Using the XO software, LRC is able to manage deals, create account
summaries for customers, and help in the execution of logistics management
of the deal fulfilment for trade credit transactions.

The software also provides LRC customers with full online banking of trade
credits as well as a complete online catalogue of the products and services
which highlights the best deals for them.

The system it localized to the Bosnian-Herzegovina market to include
multiple local language options, country-specific reporting, taxation and a
tailor made graphical interface.

Matching Creditors Wants

Matching is conducted via a streamlined process of automatic computer
based brokering combined with customized reports which enable LRC staff
to deal with “exceptions” to customers brokering needs.

Customer’s needs are entered into the software and as these products
become available the XO software automatically alerts them via email and
phone.

Once alerted to a match, customers can automatically purchase the product
using their trade credits via the Internet, or alert their broker who can
complete the transaction for them.

LRC brokers can also generate tailor-made reports specific to a customers
needs and “pick” products and services for them. These reports can be sent
directly from the XO software to the customer’s facsimile, email or mobile
phone or printed in directory or ‘catalogue format.
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The Online Warehouse

The warehousing component of the XO software allows LRC to enter and
manage all received stock by location, quantity, brand, condition, value,
price-breaks and other key indicators. Multiple photos of each stock item
may be uploaded to produce online and print catalogues for creditors. Free
text fields allow unlimited descriptions of stock items.

Bulk listings can be imported directly into the system from Microsoft Excel or
CSV files.

The warehouse can be browsed and searched online and stock purchased
for trade credits at the click of a button.

Packing slips and delivery dockets are printed by the system for LRC and
copies of purchase orders are stored permanently in the software for recall
at any time by buyers.

Accounting

The XO Software conducts all accounting functions for trade credits
including online and print statements, email-notifications for purchases and
transaction settlement, a dispute resolution system, trade credit escrow,
auto-settlement and online trade credit transfer.

The software also has multiple billing features which enable charges to be
levied to the customers of the system. These charges may be in cash or
trade credits or any combination thereof.

Brokers

The system can award brokers a commission income for assisting in
settling transactions between debtors and creditors — thereby providing the
incentives to staff and independent contractors to ensure the use of the
system.
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Newsletters, Emails and Mobile Phone Alerts

To streamline communications between LRC and customers, the software
has inbuilt broadcast capabilities in the form of scheduled newsletters,
emails and mobile telephone alerts.

The software has a full range of auto-generated email and mobile phone
alerts designed to allow customers to keep full track of transactions and
trade credit balances.

Email, newsletter and mobile phone alerts can be altered at any time by the
LRC through their own administrative interface.
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Benefits
For the creditor

Minimize losses

Reduces the
cost of collection

Reduces the un-
certainty of the
direction of the
market

Maximize the

use of your
existing capital

Protect profits

Reduces the risk of debts owing over 120 days
becoming uncollectible.

In the event of a long-time uncollectible debt it is better
to receive a trade credit which can be used in the same
way as cash (to make purchases for things the business
needs) than it is to run the risk that the debtor business
may never repay the debt.

Accepting a usable form of payment now reduces the
cost of collecting an extremely overdue debt.

Costs saved include:

» Additional collection expenses

» Interest (if the creditor has to take out a loan to
cover the short-term loss)

» Financial difficulties (cash-flow suffers because
forecasts cannot be met, or budgets may have
required that this payment was received on time)

If a creditor is unsure whether a customer will be able
to pay at all because their business is not receiving the
customers/growth expected — this enables the debt to
be repaid in full whilst assisting in the growth of the cus-
tomers business.

Through switch trading you receive full value of an out-
standing, at-risk or uncollectible debt.

You can spend the credits received only with a limited
range of suppliers.

If you can apply this credit to purchases you would have
otherwise made in cash you are saving cash, allowing
you to use your existing capital elsewhere.

Profits are protected because the credits received are
utilized in a profitable manner by the business —

to reduce their existing, budgeted, cash costs.
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For the debtor

Debts are repaid Businesses often cannot pay their debts because they
with new sales have less income than they expected or usually receive.
This could be because of:
1. Increased competition
2. Businesses not willing to spend extra cash
3. Poor marketing / lack of ability to pay for
marketing
Repaying existing debts with products allows the busi-
ness to meet its obligations and attract new customers
which may make future purchases from them
Repaying the Settling debts with surplus / unsold product costs less
debt in “product” than with cash if cash is difficult to acquire. Cash loans
costs less than attract interest and product settlement reduces the cost
repaying it in of warehousing stock in times of cash shortages.
cash
Credit records Credit records are repaired as all outstanding debts are
are repaired paid.
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Supporting the LRC Solution

XO Limited is the worlds largest developer of software in the counter-trade,
retail barter exchange and community currency market.

The company is dedicated exclusively to the industry and has a team of
more than 26 full-time software developers continuously improving its
products.

The company operates a 24 hour customer service centre and has a team of
dedicated consultants, project managers and trainers who provide ongoing
business support.

Additionally, the company operates an online knowledge base software sys-
tem where customers can:

» Access the knowledge base for online tips and tricks

» Book live technical communication sessions

» Log problems, faults and feature requests

» Submit and manage issues on demand; 24 hours a day, seven days
a week, 365 days a year

» Describe software issues in their own words

» Monitor the progress of all open issues

» View closed issues and the steps to resolve them

» Receive notification via email when issue has been auctioned

» View contact details of XO staff allocated to resolve a logged
problem
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FOR MORE INFORMATION

For more information about XO Limited
products and services, please call the
XO Limited Sales Management Team.

In the United States and Canada call:
+1(213) 221 1421

Europe: +48 32 757 0347

Asia Pacific: +64 9 520 5122

South America: +565 11 3323 1190

Far and Middle East: +90 212 414 2664.

You can find more contact details outside

these areas by visiting the XO website
at: www.barter-software.com

For more information about LRC’s prod-

ucts and services, call +387 33 20 95 30
or visit their Web site at: www.lrcbh.com
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About XO’s Consulting Services

As well as providing tailored barter and counter-trade software solutions

the company has a core team of people with experience in areas of barter
brokering, counter-trade, financial management and tactical operations in the
international arena.

We also have a team of experts to assist in community relationship building
exercises and marketing campaigns. Whatever your requirements we are
here to provide you with the support and tools necessary to build a
successful business.

For more information about XO consulting services please call the consulting
team on +64 9 520 5122 or email: consulting@barter-software.com

You can visit us on the World Wide Web at: www.barter-software.com





<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


