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                                 Application Note


Risk Level

tc \l1 "Risk Level
Risk Levels exist order to automate the process of allowing customers to exceed their pre-defined credit limits by a specified percentage of their base credit limit.  This functionality is intended to allow a company to control the amount of credit it extends (and its associate exposure) on a broad scale by customer groups.

For example, at the end of a quarter a company may want to increase sales by extending more credit to its best customers.  This can be accomplished by either increasing their credit limits (which are then painful to reduce again), or by temporarily increasing the amount that the customers can go over their credit lines (which is then less offensive to the customer to reduce).


Setup
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SetupSetting the Customer Risk Level is accomplished by either editing the Risk_Level field in the customer master or using a loader to update this field based on specified criteria.  This is a one character field that can may contain the characters from A to Z and the numeric digits from 0 to 9.

Setting the Risk Level Tolerance is accomplished by setting the appropriate system parameters.  Each risk level has a system parameter associated with it.  The name of the parameter is built up from the risk level code as ARRISK-{risk level code}.  To facilitate the non-sysop editing of the risk levels the program FV248S02 can be used and given the following range on the command line to allow an operator to edit only the Risk Level codes.  Add FV248S02 to the Menu as: FV248S02 ARRISK- ARRISK-Z

The value entered in the Risk Level Tolerance control record if the percentage that the customer may exceed their credit limit.  For example; if the control record ARRISK-A was set to 25, all customers with risk level “A” would be able to exceed their credit limit by 25%.  This means a customer with a “book” credit limit of $ 1,000 would have an effective credit imit of $ 1,250.


Processing

tc \l2 "
ProcessingDuring processing, at the point the system checks the customers credit limit it performs the following procedure:

1. Check what risk level the customer is

2. If the customer does not have a risk level use the existing credit limit.

3. If the customer has a risk level, find the control record and add the tolerance to the credit limit for use on the transaction being processed.


Order Entry

tc \l2 "
Order EntryDuring order entry the tolerance amount is not displayed to the user but is used to determine if the order should be placed on credit hold.


Allocation

tc \l2 "
AllocationThe risk level is also used during the credit check that takes place when newly received goods are allocated.
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