ITEM___10. L.

MOORPARK CITY COUNCIL
AGENDA REPORT

TO: Honorable City Council

FROM: Johnny Ea, Finance Director % |

BY: Deanna Farnell, Finance/Accounting Manager 9;1/

DATE: February 9, 2006 (City Council meeting of February 15, 2006)

SUBJECT: Consider Approval of Adjustments of Outstanding Accounts
Receivable, Accounts Receivable Collection Policy and a
Proposed Collection Agency Contract

BACKGROUND

A full accounts receivable reconciliation has been completed and the findings of
this reconciliation were presented to the Budget & Finance Committee (Mayor
Hunter and Councilmember Harper) on November 30, 2005.

The Finance Department has prepared a proposed formal collection process and
policy. In addition, recommendations for adjustment were also discussed with
the Committee on both November 30, 2005 and February 1, 2006. The
Committee supports the staff recommendation contained in this report. '

DISCUSSION

As mentioned in the November 30, 2005 report to the Committee, payment
responses to these old outstanding A/R were expected to be low. Since then,
the City has only received $166 for NSF checks out of a total of $7,716 and $55
was received for false alarms out of a total of $56,460 for accounts that were
originally billed prior to January 1, 2004.

These balances have not been fully addressed in recent years due to staff
vacancies in the Finance Department. In addition, other major projects such as
complying with Governmental Accounting Standards Board (GASB) No. 34
requirements took precedence over accounts receivable.
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Due to the low payment responses and the age of these invoices, Finance is
recommending adjustments to all outstanding NSF and false alarm invoices that
were outstanding prior to January 1, 2004. In many cases customers have
moved, businesses have been closed or filed for bankruptcy or there is no
response to our collection efforts. Most of the invoices that make up these
balances are not large enough to warrant any additional staff resources and/or
collection agency involvement due to the cost would outweigh the benefit.

These recommended adjustment amounts are as follows (See attached
‘Customer Aging Reports’):

Type Total
NSF Checks (Various) $ 7,550
Faise Alarms 56,405

Total recommended adjustment $63,955

Total Outstanding A/R aging as of $172,569
1/12/06

Finance staff will continue to make every attempt to collect, per the collection
policy, on invoices dated after January 1, 2004 (pending recommended
adjustments).

The Finance Department has prepared an ‘Accounts Receivable Collection
Policy’ which was also discussed at the February 1, 2006 Budget & Finance
Committee meeting. This policy will serve as direction for staff to follow and will
ensure timely collection and follow-up of delinquent accounts. (See attached
‘Accounts Receivable Collection Policy’). We propose that late fees will be
applied to all future invoices upon approval of this policy.

Current staff resources are limited in allowing for a formal collection process and
we would like to recommend that we commission a collection agency to take over
when the Finance Department has exhausted all regular means of collection.

Small claims court is another option for collection. However it is not always a
cost effective alternative for smaller collection customers. Small claims court
filings will take away from other staff priorities. Small claim proceedings do not
guarantee collection even if a judgment is awarded in our favor. We would
recommend that small claims court only be considered for larger delinquent
accounts as approved by the City Manager consistent with City Council Policy.

Staff recommends that the proposed policy be approved by minute action and
that the next time the council considers revision to its Council Policies Resolution
that this matter be include in such revision.
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STAFF RECOMMENDATION (Roll Call Vote Required)

1. Authorization by City Council to make recommended adjustments to
outstanding accounts receivable prior to January 1, 2004.

2. Adopt ‘Accounts Receivable Collection Policy’ as noted in Exhibit “A”.

3. Direct staff to return to City Council for approval a proposed collection
agency contract.

ATTACHMENT(S)

1. City of Moorpark ‘Accounts Receivable Collection Policy’
2. NSF ‘Customer Aging Report’ (prior to January 1, 2004)
3. False Alarm ‘Customer Aging Report’ (prior to January 1, 2004)
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Exhibit “A”
CITY OF MOORPARK
ACCOUNTS RECEIVABLE COLLECTION POLICY

The City of Moorpark has the need to issue invoices for various types of services such as,
but not limited to, false alarms, rent for City owned facilities, grant reimbursements, NSF
checks and emergency response (DUl and property damage). Collection Policy shall be as
follows:

1. The first notice to a debtor of an amount due is the issuance of the City of Moorpark
invoice.

2. Past due accounts will be sent a past due statement at 30 and 60 days by the Finance
Department. A one time penalty fee in the amount of ten percent (10%) and a one and a
half percent (1.5%) monthly finance charge shall be added to any fee imposed in the
event the fee is not paid within thirty (30) days after the billing date. The 60 day notice
will state that the account will be turned over to a collection agency unless it is
immediately cleared by the date specified.

A. Where appropriate, debtor contact by telephone will be used during the collection
process. The date and discussion will be noted on internal records.

B. If the debtor responds, the Finance Department will make every effort to work out
a solution for payment. (i.e. installment plan for larger amounts due).

C. If the account is paid off or cleared by other means, the correspondence will be
retained in the Finance Department customer files for such time period as
required by applicable law.

3. When Finance has exhausted regular means of collections, accounts will be turned over
to a collection agency in a final attempt to collect before the invoice is adjusted.
Documentation required for the collection agency must include a copy of the original
invoice or a list of charges. Other available information such as address, Social Security
number and driver's license number will also be sent to the collection agency, if
available.

4. Send Final Notice to the debtor noting that the account will be turned over to an
appropriate external collection agency and collection costs may be charged if
arrangements to pay are not made within 15 days. Note: If additional charges appeared
for an account that has already been turned over to a collection agency, the new final
notice should be for the same collection agency.

5. If the collection agency is not successful, further action will be considered as follows:

A. Amounts between $500 and $5,000 will be presented to the City Manager for
review and possible filing of a small claims court action, which may be instituted
without further Council approvali.

000064



Exhibit “A”
City of Moorpark
Accounts Receivable Collection Policy
Page -2-

B. Amounts in excess of $5,000 will be presented to the City Attorney by the City
Manager for review and possible legal action, which may be instituted without
further Council approval.

6. The Finance Department will keep the City Manager informed of any collection issues
as part of the monthly report process. Should adjustments be necessary, after all
attempts have been made to collect and the Finance Director has determined that it is
not cost effective to continue with the collection process, he/she has the authority to
authorize up to $100 per adjustment. A report of any adjustments authorized by the
Finance Director shall be provided to the City Manager on a monthly basis. Any
amount over $100 up to $1,000 may be approved for adjustment by the City Manager.
A report of any adjustments made by the Finance Director and City Manager shall be
provided to the City Council on a quarterly basis. Any amount over $1,000 must be
presented semi-annually to the City Council for consideration of an adjustment or other
action. Documentation of all adjustments will be kept in a separate file for year-end
audit purposes.

7. Each department will be immediately informed, in writing, by the Finance Department
of NSF check issues each time an NSF check is received. Backup documentation
showing the name, date and type of service that the NSF check covered will be sent to
the respective department. It will be the responsibility of each department to ensure
that service is ceased for these individuals and/or companies until payment of NSF
checks are collected. Only cash, cashier’'s check or money orders will be accepted as
payment to satisfy NSF checks.
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