ATTACHMENT 15
Accounts Receivable Policy Overview 

This topic provides guidelines to assist agencies in developing procedures to properly account for, report, manage and collect receivables in accordance with the General Statutes (G.S.) 147-86.20 through .27. 

The overall policy of the State is to take all appropriate and cost effective actions to aggressively collect accounts receivable. The object of the Statewide receivables program is to improve the management of State receivables held by its agencies and institutions. 

Statute of Limitations: 
In most instances, there is a three year statute of limitations which exists for State receivables. It will vary depending on the type of account and other factors. If any questions arise either contact your agency legal counsel, or the Attorney Generals office for verification. This does not relieve the debtor of their responsibility to the State. Agencies and institutions should be aware of this when considering legal action as the limitation rules offer a defense to the debtor. 

The Office of the State Controller (OSC) is responsible for: 
· Prescribing accounts receivable policies, procedures, and guidelines; 

· Providing technical assistance to agencies and institutions regarding the Statewide management of receivables and proper revenue recognition policies; 

· Preparing quarterly and annual reports of the States receivables; 

· Monitoring and analyzing the receivables of agencies and institutions; 

· Maintaining an accounts receivable system that can record and report the States receivables in accordance with G.S. 147-86.20 through .27; and 

· Ensuring that debt setoff programs are fully utilized by all agencies and institutions. 

Agencies and Institutions are responsible for: 
· Developing systems that are adequate to properly account for and report their receivables; 

· Reporting to the OSC the required data from its receivable systems that satisfy the States reporting requirements as stated in G.S. 147-86.26 which includes the type receivables, their age, collection status, collection costs, writeoffs, etc.; 
· Developing and implementing policies and procedures that adhere to the collection policies and guidelines established by the OSC and Attorney General; 
· Ensuring that their accounting and financial management systems are adequate to properly account for, record, and manage their receivables and are able to report information into the Statewide accounts receivable system. 
Statewide Accounts Receivable Program Policy 

G.S. 147-86.20. Definitions 
The following definitions apply in this Article:

1. Account Receivable. -- An asset of the State reflecting a debt that is owed to the State and has not been received by the State agency servicing the debt. The term includes claims, damages, fees, fines, forfeitures, loans, overpayments, and tuition as well as penalties, interest, and other costs authorized by law. The term does not include court costs or fees assessed in actions before the General Court of Justice or counsel fees and other expenses of representing indigents under Article 36 of Chapter 7A of the General Statutes. 

2. Debtor. -- A person who owes an account receivable. 

3. Past Due. -- An account receivable is past due if the State has not received payment of it by the payment due date. 

4. Person. -- An individual, a fiduciary, a firm, a partnership, an association, a corporation, a unit of government, or another group acting as a unit. 

5. State Agency. -- Defined in G.S. 147-64.4(4). The term does not include, however, a community college, a local school administrative unit, an area mental health, developmental disabilities, and substance abuse authority, or the General Court of Justice. 

6. Write-off. -- To remove an account receivable from a State agency's accounts receivable records. 

G.S. 147-86.21. State agencies to collect accounts receivable in accordance with statewide policies. 
A State agency to which an account receivable is owed is responsible for collecting the account receivable. In fulfilling this responsibility, a State agency shall establish internal policies and procedures for the management and collection of accounts receivable and shall submit its internal policies and procedures to the State Controller for review. 

The State Controller shall examine the policies and procedures submitted by a State agency to determine whether they are consistent with statewide policies and procedures adopted by the State Controller. The statewide policies and procedures shall ensure that a State agency takes all cost-effective and appropriate actions to collect accounts receivable owed to it. If the State Controller determines that a State agency's policies and procedures are not consistent with the statewide policies and procedures, the State Controller shall discuss the inconsistencies with the State agency to determine whether special circumstances, such as a requirement of federal law, justify the inconsistencies. If the State Controller, after consulting with the Office of the Attorney General, finds that no special circumstances justify the inconsistencies, the State Controller shall notify the State agency and the State agency shall conform its policies and procedures to the statewide policies and procedures. If the State Controller finds that special circumstances justify the inconsistencies, the State agency's internal policies and procedures shall reflect the special circumstances. 
G.S. 147-86.22. Statewide accounts receivable program.
a. Program. -- The State Controller shall implement a statewide accounts receivable program. As part of this program, the State Controller shall do all of the following: 

1. Monitor the State's accounts receivable collection efforts. 

2. Coordinate information, systems, and procedures between State agencies to maximize the collection of past-due accounts receivable. 

3. Adopt policies and procedures for the management and collection of accounts receivable by State agencies. 

4. Establish procedures for writing off accounts receivable and for determining when to end efforts to collect accounts receivable after they have been written off. 

b. Credit Card Payment: -- The State Controller may establish policies that allow accounts receivable to be payable under certain conditions, with the concurrence of the State Treasurer, by credit card. A condition of payment by credit card is receipt by the appropriate State agency of the full amount of the account receivable owed to the State agency. A debtor who pays by credit card shall be required to include an amount equal to any fee charged by a depository financial institution for processing the credit card payment. A payment of an account receivable that is made by credit card and is not honored by the issuer of the credit card does not relieve the debtor of the obligation to pay the account receivable. 

c. Collection Techniques. -- The State Controller, in conjunction with the Office of the Attorney General, shall establish policies and procedures to govern techniques for collection of accounts receivable. These techniques may include use of credit reporting bureaus, judicial remedies authorized by law, and administrative setoff by a reduction of an individual's tax refund pursuant to the Setoff Debt Collection Act, Chapter 105A of the General Statutes, or a reduction of another payment, other than payroll, due from the State to a person to reduce or eliminate an account receivable that the person owes the State. 

G.S. 147-86.23. Interest and Penalties 
A State agency shall charge interest at the rate established pursuant to G.S. 105-241.1(i) on a past-due account receivable from the date the account receivable was due until it is paid. A State agency shall add to a past-due account receivable a late payment penalty of no more than ten percent (10%) of the account receivable. A State agency may waive a late-payment penalty for good cause shown. If another statute requires the payment of interest or a penalty on a past-due account receivable, this section does not apply to that past-due account receivable. 

G.S. 147-86.24. Debtor information and skip tracing. 
A State agency shall collect from clients and debtors minimum identifying information as prescribed by the State Controller. A State agency shall use all available debtor information to skip trace debtors as prescribed by the State Controller. 

The State Controller shall establish procedures to give the State Controller access to information that is in the custody of a State agency and could assist another State agency in the collection of accounts receivable owed to that State agency. A State agency that has this information shall cooperate with the State Controller in giving the State Controller access to the information. If the information is contained in an electronic database, the State agency shall provide the State Controller on-line electronic access upon request. A State agency is not required to give the State Controller access to information when a State or federal law prohibits the disclosure of the information. 

G.S. 147-86.25. Setoff debt collection. 
The State Controller shall implement a statewide setoff debt collection program to provide for collection of accounts receivable that have been written off. The statewide program shall supplement the Setoff Debt Collection Act, Chapter 105A of the General Statutes, and shall provide for written-off accounts receivable to be set off against payments the State owes to debtors, other than payments of individual income tax refunds and payroll. 

A program shall provide that, before final setoff can occur, the State agency servicing the debt must notify the debtor of the proposed setoff and of the debtor's right to contest the setoff through an administrative hearing and judicial review. A proposed setoff by a State agency that is a claimant agency under Chapter 105A of the General Statutes shall be conducted in accordance with the procedures the State agency must follow under that Chapter. A proposed setoff by a State agency that is not a "claimant agency" under Chapter 105A of the General Statutes shall be conducted under Articles 3 and 4 of Chapter 150B of the General Statutes. 

G.S. 147-86.26. Reporting requirements. 
A State agency shall provide the State Controller a complete report of the agency's accounts receivable at least quarterly or more frequently as required by the State Controller. The State Controller shall use the information provided by a State agency and any additional information available to compile a summary report of the agency. The State Controller shall provide copies of these summary reports annually to the Governor, the Joint Legislative Commission on Governmental Operations, and each State agency. Each summary report shall include the following:

1. The type of accounts receivable owed to the State agency. 

2. An aging of the accounts receivable. 

3. ]Any attempted collection activity and any costs incurred in the collection process. 

4. Any accounts receivable that have been written off. 

5. Information required by subdivisions (1) through (4) for the previous three years. 

6. Identification of a State agency that is not complying with this Article or Chapter 105A of the General Statutes. 

7. Any additional information the State Controller considers useful. 

G.S. 147-86.27. Rules. 
A State agency may adopt rules to implement this Article.
Agency-Defined Receivables Systems Policy

Agencies and institutions should ensure that accounting and financial management systems are adequate to properly account for, record, and manage receivables, whether those systems are manual or automated.

The receivables systems of the States agencies and institutions should: 

· Bill accounts on a timely basis, whether the receivables are due from private entities, the federal government, localities, or state agencies and institutions. Accounts should be billed when goods are provided or services rendered, unless contractual requirements specify other billing terms or billing terms used are in accordance with industry standards. Payment terms should be thirty days after billing unless contractual requirements specify otherwise or payment terms used are in accordance with industry standards: 

· Maintain an accurate record of receivables transactions; 

· Effectively interface with other applicable agency-based accounting systems; for example, an agency-based general ledger system; 

· Provide an aged trial balance of receivables. OSC requires that the following aging categories be used for Statewide reporting: 1-30 days, 31-60 days, 61-90 days, 91-120 days, and over 120; 

· Provide information relative to specific collection efforts on each past-due account; 

· Provide realistic estimates of, and properly account for, doubtful accounts and provide adequate documentation of the methodology used (e.g., allowance method, direct write-off method, etc.) to estimate doubtful accounts; 

· Provide management reports on the collection status of past-due accounts; 

· Properly account for receivables that are written off; 

· Recognize and report receivables in accordance with generally accepted accounting principles (GAAP) as required; 

· Comply with federal and other contractual regulations regarding the accounting, reporting, and managing of receivables; 

· Maintain a record of year-end receivable balances; and 

· Provide for the accrual of interest and penalties as allowed or as required by law. 
Accounts Receivable Collection Policy 

Per G.S. 147 -86.22 the State Controller, in conjunction with the Office of the Attorney General, shall establish policies and procedures to govern techniques for collection of accounts receivable. These techniques shall include use of credit reporting bureaus, judicial remedies authorized by law, and administrative setoff by a reduction of an individuals tax refund pursuant to the Setoff Debt Collection Act, Chapter 105A of the General Statutes, or a reduction of another payment, other than payroll, due from the State to a person to reduce or eliminate an accounts receivable that the person owes the State. 

· Utilize the following list of state and federal statutes, where applicable, as a guide in effectively managing accounts receivable. 
· Attorney Generals Guidelines for Submitting Accounts; 
· Setoff Debt Collection Act, G.S. 105A; 

· State Cash Management Plan, Article 6A, G.S. 147-86.10 through .19; 

· Defaulted Student Loan Recovery Act, G.S. 105B; 

· State and Certain Local Educational Entity Employees, Nonsalaried Public Officials, and Legislators 

· Required to Repay Money Owed to State, State Employees Debt Collection Act, Article 60, G.S. 143-552 through 562; 

· Fair Debt Collection Practices Act, United States Public Law 95-109, as amended by Public Law 99-361; 

· Fair Credit Reporting Act, United States Public Law 91-508, Title VI; 

· Federal Communications Commission, Use of Telephone for Debt Collection Purposes; 

· Federal Cash Management Improvement Act of 1990, Public Law 101-453; and 

· Higher Education Act of 1965, as amended, Title IV; Student Loans held by educational institutions and agencies. 

Each agency is responsible for developing its own internal collection procedures that meet the requirements of the Statewide Accounts Receivable Program and the policies and procedures established by OSC and the Attorney General. Many agencies have extensive, well-defined internal collection procedures tailored to the nature of their receivables. The procedures that follow are not intended to replace the detailed procedures already in existence, but to supplement those internal procedures where applicable.
Minimum Prescribed Information Policy 

To aid in using collection guidelines presented in this section, agencies should obtain the following minimum prescribed information on prospective debtors, wherever practical:

· Full name, and any previous name(s) if applicable, 

· Home and office address(es) for the past two years, 

· Telephone numbers for home and place of employment, 

· Federal Employer Identification Number, 

· Social Security Number for individuals or sole proprietorships contracting with the State, 

· For other individuals, Social Security Number and/or Drivers License Number (may be requested, but not required except as specifically provided for in law), 

· Date of birth, 

· Place and type of employment and employers address, and previous employer if less than two (2) years in present job, and 

· A credit bureau report may be required depending on the amount of the potential receivable and the guidelines of the agency or institution. 

It should be noted that individuals may not be denied agency services solely on the basis of refusal to provide a North Carolina drivers license number or social security number. However, the State requires a social security number from individuals seeking to contract with the State in a business relationship. 

Agencies and institutions requiring information about individuals and businesses owing past-due accounts, in order to effectively pursue all available collection methods, should make use of the data files of the following agencies in accordance with each agencies policies and procedures governing the use of the data files. Information regarding the procedures for using these data files can be obtained by contacting the respective agency. The on-line use of the following files is encouraged where it is cost justifiable: 

· Division of Motor Vehicles, Driver License and Vehicle Registration Sections, for address information. 

· Employment Security Commission, for home and/or business address, and wage and place of employment information. 

· Department of Revenue, for address information, as stipulated by GS 105-259(b) (18). 
· Secretary of State, Corporations Division, for corporation and partnership business addresses information. 

· Office of State Personnel, for employees of the State
Use of Specific Collection Techniques Policy 

G.S. 147-86.22 states that agencies and institutions may use, but are not limited to, the following practices or procedures for collecting accounts receivable:

· Credit Bureaus: Use the credit bureaus to report past-due accounts, gain information on past-due accounts, and where applicable, determine the credit potential of a prospective account. Statewide contract with collection agencies require that the collection agencies use credit bureaus. 

· Collection Agencies: Unless it can be shown not to be cost effective, agencies and institutions shall contract with collection agencies to collect past-due accounts. The State has contracted through the Office of the Attorney General, with outside collection agencies to collect all statewide account receivables with the exception of University hospital accounts and UNC physicians and associates. 

· Voluntary Payroll Deductions, Liens, and Judgments: When such measures are deemed to be cost effective, agencies shall obtain voluntary payroll deductions of debtor’s wages, liens against debtor’s assets, or judgments from the court in an effort to collect the funds due. Voluntary payroll deductions must be in writing and signed by the debtor. 

· Administrative Offset: instructions on the use of the individual income tax setoff program. Agencies are encouraged to establish an internal setoff procedure to match agency accounts receivable with agency accounts payable. General Statute 143-552 "State and Certain Local Educational Entity Employees, Nonsalaried Public Officials, and Legislators Required to Repay Money Owed to State" provides agencies a vehicle to collect accounts receivable owed by State employees. 
Past-Due Account Collection Guidelines Policy

Each agency is responsible for establishing account collection policies and procedures that meet the requirements set by OSC and the Attorney General’s Office. All accounts sent to the Attorney General's office will go through the following procedure: 

Account Balance
	Age of Accounts 
	 

	1-30 days past due
	Mail first past-due letter.
Make phone contact.
Receive a promise to pay.

	31-60 days past due
	Mail second and final past-due letter.
Send confirmation letter for repayment.
Refer to Attorney General's Office.

	61 + days past due
	Complete appropriate submittal forms and send to the Attorney
General's Office, or the agency legal counsel. Refuse additional 
service to the delinquent debtor where this does not conflict with 
Federal and State laws.


Interest and Penalty Fees Policy 

G.S. 147-86.23, allows the use of the following:

· Interest: Shall be charged at the rate established pursuant to G.S. 105-241.1(i) on a past due accounts receivable from the date it was due until it is paid. Agencies should contact the Department of Revenue, to obtain the rate currently being charged. 

· Late Payment Penalty Fees: A fee of no more than ten percent (10%) of the accounts receivable shall be charged on all past due accounts. 

Debt Setoff Programs Policy


Setoff Debt Collection Act 


The 1979 session of the General Assembly established the Setoff Debt Collection Act (G.S. 105A). The Act provides that North Carolina individual income tax refunds are subject to State claims. A refund in whole or in part may be applied against any past due indebtedness owed the State, provided both the debt and refund, if any, are at least fifty dollars ($50.00). 
The Setoff Debt Collection Act must be incorporated into an agency's collection procedures. State agencies and institutions will submit for collection all delinquent debts which they are owed by individuals, provided the administrative cost of submitting the debt does not exceed the amount of the past due debts. Past due debts include those that have been written off as uncollectible for financial statement reporting purposes as well as those that are still in the collection process. 

G.S. 105A-3(b). Mandatory Usage, states: All claimant agencies shall submit, for collection under the procedure established by this Article, all debts which they are owed, except debts that they are advised by the Attorney General not to submit because the validity of the debt is legitimately in dispute, because an alternative means of collection is pending and believed to be adequate, or because such a collection attempt would result in a loss of federal funds. G.S. 105A-3(d). states: A claimant agency must register with the Department of Revenue and report annually to them the amount of debts owed to the agency for which the agency did not submit a claim for setoff and the reason for not submitting the claim. 

Vendor Setoff Program (Currently under development) 


The Vendor Setoff program will provide State agencies with an additional method for the collection of past due accounts receivable owed to the State, primarily by businesses and individuals acting in a business capacity. Under the Vendor Setoff program, a payment made by the State to the debtor may be withheld, in full or in part, to satisfy the debt owed the State. 

The following past due receivables are exempt from submission to the setoff programs: 

· from businesses or individuals in bankruptcy; 

· from individuals if the administrative cost of submitting the debt to the Individual Setoff program exceeds the debt; and, 

· for which the responsible party has yet to be determined. 

Past due receivables may be submitted or updated as frequently as daily by any registered agency.
Provision of State Services to Delinquent Debtors Policy 

Agencies and institutions shall develop internal policies and procedures for delaying or withholding certain state services to persons who refuse to pay their debts. This policy shall not be interpreted to be in conflict with the policies of any State-supported hospital and shall not be the basis of denying necessary mental health or medical assistance or other similar services deemed necessary under Federal or State laws to any individual. 

Institutions of higher education shall develop policies and procedures to ensure that no student having any outstanding past-due accounts with that institution is allowed to enroll for the next term. 

Referral to the Attorney General's Office Policy

The Attorney General’s Office is the primary agency responsible for the provision of all legal services and advice related to the collection of accounts receivable. 

For detailed procedures regarding submission of past-due accounts, please contact the Attorney General’s Office or the appropriate legal counsel. 

G.S. 147-86.11(e)(4) states: For monies received or to be received, the statewide cash management plan shall provide at a minimum that: Unpaid billings due to a state agency shall be turned over to the Attorney General for collection no more than 60 days after the due date of the billing, for institutions where applicable, amounts owed by all patients which are less than the federally established deductible applicable to Part A of the Medicare Program, and instead may handle these unpaid bills pursuant to agency debt collection procedures. 

If, within the first 60 days, it is apparent that collection of an account will not be secured without legal assistance or that compromise of the claim is justified (i.e., a formal settlement is to be made by the Attorney General’s Office, with part of the debt paid and the remainder discharged), the account shall be forwarded immediately to the Attorney General’s Office or the appropriate agency legal counsel. 

Where the agency has other procedures to secure payment (such as refusal to issue diplomas, refusal to issue licenses, or the ability to institute legal proceedings), it may elect to retain the file pending the results of such procedures. 

Where the debtor is paying a debt in periodic payments satisfactory to the agency, the account may be retained beyond 90 days, until the account is satisfied.
Establishing an Allowance for Doubtful Accounts Policy 

Management should establish an allowance for doubtful accounts to reflect the amount of an agencys receivables that management estimates will be uncollectible. The establishment of an allowance account ensures that the agencys receivables are not overstated for financial reporting purposes. 

The method of establishing an allowance for doubtful accounts is left to the agencys discretion. However, the estimated allowance should be based upon historical data or other pertinent information relative to the receivables in question. If an agency needs guidance in establishing an allowance for doubtful accounts, OSCs Statewide Accounts Receivable Management Unit should be contacted.
Uncollectible Accounts Policy 

Write-off of Uncollectible Accounts 
Accounts should be written off an agencys financial accounting records when all collection procedures, including those required by the Office of the Attorney General (OAG), have been conducted without results and management deems the accounts uncollectible. Accounts due from individuals or vendors must be submitted to the Department of Revenue for setoff debt proceedings at least once prior to write off. (For further details, see Subsection 350, Debt Setoff Programs.) After write off, these accounts shall continue to be submitted to the Department of Revenue for debt setoff proceedings. 

Agencies are not required to obtain approval from the OAG to write off uncollectible accounts. However, OSC requires that the reasons for writing off an account and compliance with the agencys write-off policy must be adequately documented. Such documentation must be readily available for audit. 

Interagency receivables cannot be written off without the approval of the Office of the State Controller. If an agency is unable to collect receivables from another state agency, the agency should contact OSCs Statewide Accounts Receivable Management Unit for assistance. The Controller has the authority to process the interagency transactions that he/she considers necessary under the circumstances. 

Federally sponsored student loans should be written off and no longer considered a debt of the agency when assigned to the U.S. Department of Education or other applicable federal agency. 

Accounting for Receivables Written Off 
Uncollectible accounts may be written off of an agencys financial accounting records and no longer recognized as collectible receivables for financial reporting purposes, but the legal obligation to pay the debts still remains. Accounts written off remain debts to the agency until discharged by the Office of the Attorney General or collected. 

Procedures to account for uncollectible receivables that have been written off are outlined below:

· For any uncollectible receivable of more than $25.00 that has been written off, a summary level record of the accounts sufficient to substantiate the debt is to be retained indefinitely or until the debt has been collected or discharged. For uncollectible receivables of $25.00 or less that have been written off, such records must be retained for two years. 

· A record of accounts written off must be maintained and reported to the OSC on a periodic basis, to be determined at a later date. 

· If an account is determined to be an indigent care account or a contractual adjustment, the account is no longer classified as a receivable/debt of the agency and, therefore, the procedures to account for uncollectible receivables do not apply. Agencies should adhere to applicable indigent care regulations. 
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