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BACKGROUND

Accounts receivable are created when a liability to a DHFS unit occurs.
Odinarily, this occurs when a DHFS unit issues an invoice for goods or
services provided to any organi zation or recipient. Many other circunstances
al so create receivables, such as:

o Amounts due DHFS as a result of advances or paynents under
contracts to counties, nursing hones or other agencies where the
spending is |l ess than the advances or paynments.

o Amounts due DHFS as a result of audit findings which reflect
unused advances or reinbursenents in excess of allowable costs.

o Over paynents, or paynents in error, to vendors or providers.
o Any ot her circunstance where an obligation of noney is due DHFS.

Di vision and institution management and staff should rely upon these policies
and procedures in their operation and oversi ght of receivable activities.
Bureau of Fiscal Services (BFS) staff should use these guidelines in their
moni toring of collection activities and to assure proper docunentation when
journal vouchers are submtted as part of a wite-off request.

Note: The provisions in this directive do not apply to the operations or
accounts of the Billing and Coll ections Unit, Bureau of Fiscal Services (BFS).

POLI CY

It is the Department's policy to maxim ze revenues through tinmely and

systematic collection efforts and to apply cost-benefit principles to the
collection of receivables. Effective collection efforts are essential to
proper receivable managenment. M ninmum coll ections of receivables shall be

1. Billed Tinely. Invoices are to be prepared as soon as it is determ ned
a receivable is due DHFS, followi ng the procedures set forth in SECTI ON
4, RECEIVABLES 1.0 (Billing Procedures). Any decision not to bill valid
obligations or any decision to cancel valid existing obligations nust be


http://dhfs.wisconsin.gov/bfs/pdf/APP/Rec/rec10.pdf

REC 2.0
Page 2 of 8

justified and needs the approval of the Adm nistrator of the Division of
Managenment and Technol ogy, or designee. Each organization should
establish, within DHFS policies and procedures, the terns and/ or
conditions for paynent at the time an account is created.

Col l ected Promptly. It is the responsibility of each DHFS organi zation
to monitor their accounts receivable to assure that tinely and
appropriate collection policies are in place.

To increase the |ikelihood of collection, accounts should be coll ected
within 60 days, and any account outstanding for nore than 90 days shal
be evaluated to deternmne if further credit should be granted or
paynments made to that recipient. Any account nore than 90 days overdue
requires i medi ate attention

Every effort should be nade to collect receivables during the fisca
year of origin. This increases the |ikelihood of collection and
maxi m zes the program benefit.

Handl ed i n Accordance with Standards for Collection Efforts. Receivable
managenment is an inportant revenue-producing activity. Divisions and
institutions should ensure that receivable activities are well-defined
and that staff is adequately trained in collection efforts and properly
supervi sed.

The col l ection effort may be influenced by the amunt due as indicated
by levels of collection activity. The expenditure of tinme and noney to
collect a large amobunt is appropriate whereas the sane effort expended
to collect a snmall anpunt may not be. |If one approach fails, another
approach may result in a successful collection. For exanple, telephone
contacts may be required if there has been no response to witten
conmuni cati ons.

Subj ect to a Thorough and Concerted Collection Effort. Collection
efforts are to be regular and coordinated with at |east one attenpt to
collect in each thirty-day period. Collection agencies are to be used
when the organization's efforts are not successful

Department of Administration (DOA) standards require "thorough and
concerted" collection efforts for receivables |arger than $1, 000.
"Thorough and concerted" efforts include nmultiple strategies, including
demand letters, tel ephone calls, installnment plans, a collection agency,
tax intercept, judgnments, garnishnents, liens, or other |egal action

For receivables of $1,000 or nore, three strategies should generally be
pursued. For receivables of $2,000 or nore, referral to the Departnent
of Justice (via OLC) is required.

BFS Techni cal Assistance. DHFS organizations may subnmit receivabl es
greater than $100 and nore than 90 days overdue to the Bureau of Fisca
Services (BFS), Processing Section, for technical assistance in the
collection effort. BFS will pronptly review and either take action or
advi se the organi zation of actions to be taken. The facts and
circunstances of particular receivables may result in additiona
collection efforts being required. 1In all cases, receivables are the
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responsi bility of the organization that incurred them Approval of
write-off's in accordance with this policy, assistance with collection
and accounting efforts, and advice on further collection efforts are
avai |l abl e from BFS.

Applicability. Unless BFS has approved in witing an alternative bad
debt and collection policy, these guidelines apply to all divisions and
institutions regardl ess of program

PROCEDURES

Timely Billing. Divisions and Institutions shall issue an invoice
within 30 days of the provision of goods or services or determ nation of
ot her debts, such as salary overpaynents. The invoice shall, at a

m ni mum include the amunt due, the due date for paynent, a brief
description of why the anobunt is due (for exanple, “for training on
April 1, 1999” or “salary overpaynent”), where to remt paynent, and a
contact for questions. The W SMART Accounts Receivabl e Subsystem ( ARS)
nodul e is recommended to do this billing.

Timetabl e for Routine Collection Efforts. The followi ng are the m ni mum
collection efforts for accounts receivable fromnon-state recipients.

a. If a receivable remains uncollected for a period of 30 days,
a followup letter nmust be issued within 15 days, 45 days
after the invoice date. The demand letter nust clearly
speci fy the paynment date, the ampbunt due and the nane and
phone nunmber of a person to be contacted if there are any
guesti ons.

b. If a receivable remains uncollected for a period of 60 days,
a second demand |l etter nmust be issued within 5 days, or 65
days after the invoice date. The second |letter should
contain the same information as in the first collection
letter and establish that progressive action will be taken
until the paynent is nmade. The second letter is generally
to be signed by a higher authority and should refer to the
fact that paynment has not been received. |n addition, the
Department of Administration recommends that tel ephone
contact be made if there is no response to collection
letters.

c. Wthin 7 days after the 90 day period, the Managenent
Director, or designee, shall determine if further credit
will be granted or if paynents will be made, or credit
extended, to any recipient or organization with an account
over 90 days old. |In addition, the account should be
referred to a collection agency, or an installnment plan
proposed, or both.

Level s of Collection Efforts. DOA has established various thresholds
for levels of collection effort. At a mininum the follow ng collection
efforts are required based upon the anmpbunt of the receivable.
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Amount s between $100 and $1,000. Three demand letters and referral to a
col l ection agency are required. DOA requires referral to a collection
agency if other collection efforts fail

Recei vabl es of $100 or nore nust be referred to a collection agency if
the organi zation's collection efforts are exhausted. The responsibility
for doing business with a collection agency lies with the billing

organi zation. Each division is responsible for establishing procedures
for referrals to a collection agency and paying any invoices received
for collection services. The Managenent Director, or designee, nmay
forward the receivable to a collection agency wi thout prior BFS
approval. For questions related to the current collection agency used
by the Departnent, contact the Processing Section

If returned as uncol |l ectible by the collection agency and the anount due
is between $100 to $1, 000, the receivable my be subnmitted to BFS for
write-off with no further action needed by the Divisions.

Amounts Greater than $500. Amounts greater than $500 should be referred
to the Departnment of Justice (DQJ) when debtor resides in Dane County.

Ampunts Greater than $1,000. All accounts of $1,000 or nore nust be
approved for wite-off by the State Controller’'s Ofice (SCO.

Amounts Greater than $2,000.00. For anpunts greater than $2, 000,
referral to DOJ shall be made via the DHFS Office of Legal Counse
(OLO).

Install ment Plan. A repaynent plan may be established provided it is in
writing and signed by the debtor and a division/institution
representative. Repaynment plans should be for a reasonable anpunt, with
a mni mum anount due of $50.00 per nonth (anopunts |ess than $50.00 per
nmonth are too expensive to process). Generally, 3% of gross incone per
month is considered an appropriate anount. 1In addition, installnment

pl ans must be for a reasonable period of time. Processing nust approve
i nstall ment plans handl ed via ARS prior to acceptance by the division
representative to ensure that the terns are nmanageable. (See Attachnent
1 for the Installnent Agreement to Repay Debt to DHFS.)

Billing organi zati ons should nmonitor the terns of the repaynent plan to
assure that regular paynents are made. The exi stence of an install nment
pl an does not in any manner relieve the division or institution from
continuing obligations to collect the receivable. Renm nder notices
shoul d be sent within 30 days if paynents aren't received, and tel ephone
calls made if rem nder notices are not effective. |If paynents are not
received for a period of three nonths, the receivable should be referred
to a collection agency after a notice to that effect is sent to the

debt or.

Timeli ness of Collection Efforts. Collection efforts nust be tinely at
all stages of the collection process. The probability of collection
decreases substantially after ninety (90) days and after one year
"Tinmely collection effort" is defined as one collection effort in a
thirty (30) day period of tinme except when receivables are at a
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col l ection agency, O fice of Admi nistration Hearings, BFS, or DQJ. \When
recei vabl es are returned as uncollectible by the collection agency, the
division or institution nust take any required additional collection
efforts within 30 days.

Di vision and institution managers have the responsibility for ensuring
that collection efforts nmeet all applicable requirenments. Any

i ndi cation of non-tinmely collection efforts or collection efforts that
are not thorough or concerted requires i mediate corrective action

Under no circunstances should the statute of limtati ons be exceeded
wi t hout thorough and concerted collection efforts and consultation with
the BFS and OLC.

Unknown Addresses. Comonly, collection letters will be returned by the
post office as "address unknown." "Unknown address" is not a valid
reason for wite-off unless the receivable is $50.00 or |ess.

Each organi zation has the responsibility to use avail able resources to
trace address changes if the receivable balance is greater than $50. 00.
Sonme of these resources are tel ephone calls to the debtor if the

t el ephone nunber is known, tel ephone books, directory assistance, the
Department of Transportation's Division of Mdtor Vehicles, the
Department of Regul ation and Licensing for addresses and tel ephone
nunbers of |icensed professionals, and internal resources such as
program i nfornmation.

If the receivable is greater than $100. 00 and avail abl e informati on does
not yield a valid address, referral to a collection agency is required.
Col | ecti on agenci es enploy skip tracing nmethods to | ocate individuals
and businesses. |If the collection agency returns a receivable as

"hopel ess skip," the account may be witten off by the division or
institution if the anpbunt is $1,000.00 or less or reconmended for wite-
off if the amount is greater than $1,000.00. Cenerally, referrals to
DQAJ should not be nade if no address can be determ ned, and the
col l ecti on agency has returned the receivable as a "hopel ess skip."

Di sputed Ampbunts. Disputed amobunts are not unconmon in debt collection
The responsibility of the division or institutionis to provide in a
timely manner, information that will denonstrate that a debt is due to
DHFS. In sonme cases, referral to the OLC nay be needed to resolve | ega
i ssues that arise. Normally, this information should be provided within
30 days or |ess.

Under no circunstances shoul d debt collection cease due to a disputed
paynment unl ess substantial doubt exists as to the validity of the
recei vable or OLC instructs the division or institution to cease
collection efforts.

Di sputed amobunts appealed to the Office of Admi nistrative Hearings wll
cease any collection efforts for the period of tine the anpunt is under
appeal. The division or institution has the responsibility to nonitor
the status of the appeal and to contact the assigned OLC attorney when
appeal s to not appear to be progressing nornally.
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Adj ustnents nade to receivables as the result of a review of a disputed
anount may not require wite-off approval, provided they are | ess than
$1, 000. 00, but nmust be reported as an adjustnment on the quarterly and
annual reports of receivables. Adjustnments to receivables bal ances nust
clearly state a valid reason for adjustnent and be properly docunented.
Adj ust nents nust be approved by sonmeone other than the person(s) who

mai ntain the receivables records or collect receivables.

Bankruptcy, Dissolutions and O her Owership Changes. Federal, state
and DHFS policy require debt collection to continue to the extent
possi bl e under the relevant | aws when bankruptcy or other |egal status
of an organi zati on changes. Upon any indication of inpending
bankruptcy, the receivable should be referred to OLC i medi ately for
assi st ance. Normal Iy, collection efforts will not continue once
bankruptcy is filed; however, attorneys nmay take action through the
bankruptcy court.

Simlarly, corporate dissolutions, sale of a business or any change in
ownership should be referred to OLC for | egal assistance. 1In these
cases, collection efforts should continue since receivables are
generally transferred to new owners, or they nay be the persona

responsibility of a sole proprietor or partner. |In these instances,
col l ection should continue until OLC advises otherwise. It is the
responsi bility of the division or institution to follow all leads in

collecting these debts and to continue to send denand letters or refer
the receivable to DOJ for collection, via OLC.

Recor d- keepi ng and Audit Trail. Debt collection requires adequate
record-keeping to denonstrate that thorough and concerted collection
efforts were done, and to provide an audit trail for internal and
external auditors. Mst inportantly, any |legal action require conplete
docunentation of all facts relating to the receivable, including
docunent ati on of the overpaynent or invoice, any disputed amounts and
their resolution and all collection activities.

Recor d- keeping for collection efforts include dates and results of

tel ephone calls, envelopes returned with address unknown and certified
| etter stubs. Electronic records or a hard copy should be preserved as
the relevant audit trail. The |loss of any of these materials could

j eopardi ze further collection activities.
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ATTACHVENTS

1 I nstal |l ment Agreenment to Repay Debt to DHFS

REFERENCE

DOA External Accounting Manual V, G
SECTI ON 4, RECEI VABLES 1.0 (Billing Procedures)

CONTACT PERSON

Secti on Chi ef
Processi ng Section
Bureau of Fiscal Services
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ATTACHVENT 1
Department of Health and Family Services (DHFS)
Bureau of Fiscal Services
Processing Section
INSTALLMENT AGREEMENT TO REPAY DEBT TO DHFS

Payer:

Name

Address

City, State Zip

Telephone Number (Please include area code)
Debt Type: DHFS Unpaid Invoice

Invoice Number:
Balance Due: $
1. | agree to make payments to satisfy this obligation in full within 3 months of the date

| sign this agreement.

2. Payments will be made (please check one):

O] Weekly O] Bi-weekly |:|Monthly in the amount of $

3. My first payment of $ is enclosed.

4, I understand that this agreement is valid only if | sign below and return with my first
payment to DHFS within 10 days of receiving this agreement.

5. | understand that if | do not pay according to this agreement, or fail to make other
arrangements with DHFS, the Department may refer the unpaid balance of my debt to a collection
agency with no further notice to me.

Signature Date

Instructions

If you have further questions, or wish to make other payment arrangements, please
contact the Bureau of Fiscal Services at (608) 261-8870.

Make your check payable to the Department of Health and Family Services.

Mail your check and a signed original agreement to:

Department of Health and Family Services
Division of Management & Technology
Bureau of Fiscal Services

1 West Wilson Street

P.O. Box 1668

Madison, Wisconsin 53701-1668




