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Final Implementation Topic: Accounts Receivable Collections and Write-Offs
Last Updated Date: 3.21.2008


I. Objectives

The objective of this procedure summary is to establish an interim policy regarding accounts receivable collection efforts and write-offs until a section of the new State University Administrative Manual addresses the subject.  

II. Procedure Summary

As established in Executive Order 1000, the California State University operates within two sets of funds the State Controller Funds and the CSU fund categories and types found within the California State University Trust Fund. This division requires that separate underlying policies are established and followed for this subject and many others.

State Controller Funds

In the unlikely event of an overpayment to a vendor occurs in connection to a construction project funded from appropriated funds or Systemwide Revenue Bond proceeds, the policies guiding the accounts receivable collections procedures within the State Controller’s Funds must be followed. They are section 89750.5 (c) of the Education Code and State Administrative Manual (SAM) sections 8776 through 8776.7. The California State University has the authority under Education Code section 89750.5 to discharge from accountability amounts up to $1,000, so items equal to that amount or smaller should be written-off and should not be forwarded to another state agency for discharge from accountability authorization per SAM section 8776.6.  

CSU Fund Categories

The following procedures apply to accounts receivable collections within CSU fund categories or operations within the California State University Trust Fund. The California State University assumes that the source of all payroll related accounts receivable stem from student fee collections; therefore, they fall under the collection efforts and write-off rules of the CSU fund categories.  Accrued balances initially recorded in a State Controller Fund but moved to the CSU Fund Categories due to the Revenue Management Program take on the rules of the CSU Fund Categories.

Collection efforts will differ between four major groups: employees and the general public; students; Government Agencies and Auxiliary Organizations. In general, a set of progressively demanding past due notifications and a final demand notice should be sent to the debtor prior to forwarding the item to a collection agency or using another collection method. The collection methods listed in SAM Section 8776.6 may be used when deemed most effective and when the expected recovery amount is greater than the expense of the collection method. In most cases, debts should be written off between 180 and 365 days. 
Pursuant to Section 42381 of Title 5, California Code of Regulations, the campus may withhold service as a collection tool. Service holds may continue despite a discharge of accountability or write-off as this action does not change the debtors’ obligation to the CSU. Even if the state statute of limitations on filing a suit or referring debt to a collection agency has expired, the underlying debt can still be recovered by offset against tax refunds.
The following tables provide standards for collection efforts on employee, the general public and student accounts receivable:

Table 1 – Employees and the General Public

	Recommended Actions Required to be Taken

	Activity
	2nd Billing (Copy of Original)
	3rd Billing
	Dunning Letter
	Stronger Dunning Letter
	Administrative Action (i.e. Refer to Collection Agency)

	Days Since 1st Billed
	30 Days
	60 Days
	90 Days
	120 Days
	150 Days

	Amount of Bill
	
	
	
	
	

	Up to $25
	X
	X
	
	
	

	$26-50
	X
	X
	X
	
	

	$51-90
	X
	X
	X
	X
	

	Over $90
	X
	X
	X
	X
	X


Table 2 – Student Bills

	Recommended Actions Required to be Taken

	Activity
	2nd Billing 
	3rd Billing
	Dunning Letter
	Administrative Action (i.e. Refer to Collection Agency)

	Days Since 1st Billed
	30 Days
	60 Days
	90 Days
	120 Days

	Amount of Bill
	
	
	
	

	Up to $25
	X
	
	
	

	Over $25
	X
	X
	X
	X


Paper bills should not be sent out to students for amounts under $25; however, e-bills may be generated for amounts under $25.
Governmental Agency receivables may involve large sums of money. Special schedules of collection follow-up actions may be established to best fit these circumstances.

Collections on receivables between the campus and an auxiliary organization should follow the schedule shown in Table 1. If an outstanding receivable with an auxiliary organization cannot be resolved at the 150 day mark, a listing of those items showing the collection efforts to date and any reasons for dispute should be prepared for review by the campus Associate Vice President of Business and Finance or equivalent. The Associate Vice President of Business and Finance or equivalent will determine the next steps the campus will take in following up or writing off the outstanding receivable.
III. Responsibilities 

Campuses should collect information regarding accounts receivable and the aging of past due accounts in a standard and consistent manner. 
Executive Order 731 requires the campus President to designate a campus Chief Financial Office (CFO) and Executive Order 1000 defines the role of the CFO by stating the following: “The campus Chief Financial Officer shall be the primary campus financial officer in respect to administration of these delegations of authority and responsibility.” 
The recommended procedure for the review and approval of write-offs is as follows: Periodic write-offs for accounts in arrears for amounts less than $1000 should be reviewed by the appropriate supervisor and approved by the Controller or equivalent.  Write-offs for accounts in arrears for amounts of $1000 or greater should be approved by the Associate Vice President of Business and Finance or equivalent.
In the event that a documented delegation or designation from the CFO to the individuals in the roles listed in the recommended procedure does not exist, the CFO must approve all write-offs.

Should a campus choose to deviate from the policy established above, a well-developed plan with documented approval by the campus CFO may be used.
IV. GAAP Impact

Provide campus policy for establishing allowance for doubtful accounts, and write-off of uncollectible receivables.

V. References

Revenue Management Program Training Materials

· Executive Order 1000

http://www.calstate.edu/BF/rmp/rmp_oct07_train.shtml
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Education Code 89750.5

Title 5 California Code of Regulations, Section 42381

State Administrative Manual Section 8776
SUAM 3813
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