Example Agency


4.1 DEBT MANAGEMENT AND INVOICING

Policy

Example Agency has implemented this policy to fulfil the Chief Executive’s responsibility to ensure the effective financial management of the department.

All services for charge must be invoiced in a timely manner.   

Officers with responsibility for the recovery of debts must pursue all debts for which the Chief Executive is responsible, except for debts which are irrecoverable, uneconomical to pursue, or are waived.

Rationale for Policy

Amounts owing to the department should be paid in full immediately they become due and payable.  There may be situations however where it is not possible for an amount to be paid in full immediately, eg. where full immediate repayment would lead to unreasonable financial hardship on the debtor.  In such circumstances authorised officers may consider approving repayments by instalment.

Responsibilities and Accountabilities

The primary responsibilities and accountabilities in relation to debt management rests with the:

· Financial Controller; 

· Manager Finance; and

· Accounts Officer.

Financial Controller

The Financial Controller is responsible for: 

· the recovery of debts; and

· ensuring that appropriate procedures are in place for pursuing, monitoring, control and collection of debtors accounts.

Manager Finance

The Manager Finance is responsible for:

· the recovery of debts; 

· preparing request for debt write-off; and

· updating debt write-off in ORACLE.

Accounts Officer

The Accounts Officer is responsible for the recovery and reporting of debts and reports directly to the Manager Finance.  

Non Compliance

Failure to comply with these procedures may result in the department not recovering all money owing to it.

Consequently, any failure to follow these procedures will be taken as a serious matter.

Target users

These procedural rules are for all officers responsible for invoicing and for the recovery and waiving of debts.

Procedures

The following procedures are addressed by these guidelines:

· invoicing;

· debt management; and

· reporting.

Invoicing

Relevant Business Units within the department advise Corporate Finance when an invoice needs to be raised.  The Accounts Officer follows up these debtors.  The Accounts Officer attemps recovery including letters of demand. They will be referred back to the Business Units when it becomes apparent that the debt is doubtful.  Business Units will then instigate recovery. If this fails, further actions such as further letters of demand, legal action and writing off debts will be considered by the Financial Controller. 

Debt Management

Debts are any moneys owing to the department and include amounts owing from the provision of services by the department eg. hire of buildings, recovery of cost contributions from other departments, and the recovery of salary overpayments.

The process for debt management involves up to three stages:

· following-up of debts; 

· the write off/write down of debts;

· waiver of debts; and

· reporting.

Following-up of debts

All debtors should be recognised as soon as the department is owed a debt.  The purpose of debtor management is to ensure that all debts owing to the department are brought to account and then collected in a reasonable time.

	Step
	Action

	1
	Once payments are overdue, they are captured in the ORACLE aged debtors report.  This report is printed monthly.

	2
	All debtors over 30 days late are contacted, usually by phone.  Evidence of follow up (file note etc) is filed.

	3
	Debtors must be chased up every 30 days and an audit trail of follow-ups maintained.30 days – reminder letter or phone call60 days – letter of demand90 days – letter of demand; refer back to Business Units or Financial Controller for further actions.

	4
	Where necessary, negotiations should be made with debtors to institute an arrangement to pay by instalments.


Debtors accounts should be collected in line with the following targets (except where other applicable targets are specified in the Chief Executive’s Purchase Agreement):

· 70% of total value of accounts, within 30 days from the date of the formal advice;

· 90% of total value of accounts, within 60 days from the date of the formal advice; 

· 100% of total value of accounts, within 90 days from the date of the formal advice; and

· where a debt is more than 90 days overdue and an arrangement for repayment by instalment has not been approved, the matter should be referred to the Financial Controller to determine further action.

Write-off or write-down of debts

A write-off of moneys or assets occurs when either it is considered that it is impossible or uneconomical to recover moneys owing to the department, or assets have been stolen or lost.   A write-down occurs when it has not been possible to recover the full amount of moneys owing to the department and partial repayment of the debt has been received.  

	Step
	Action

	1
	The likelihood of the successful collection of the debt is considered.  The Government Solicitor considers debts less that $120 uneconomical to collect.

	2
	A submission is prepared by the Manager Finance requesting that the debt be written off.

	3
	The submission is reviewed by the Financial Controller.

	4
	If the submission is approved by the appropriate delegate the debt is written off.

	5
	The debt is written off in Oracle by the Manager Finance.


Write-offs and write-downs may only be initiated after a rigorous pursuit of the debt or other loss.  Managers should only consider write-off where it can be demonstrated that the costs of pursuing a debt outweigh the benefits.

Debts are not to be written-off for current departmental officers and prompt payment should be pursued. No authorised officer is permitted to approve their own personal write-offs or write-downs, or approve any in which they have a conflict of interest.

Waiver of Debts

A waiver of moneys owing to the department has the effect of setting aside the Territory’s entitlement to collect the debt.  Waiver of debts would occur only under exceptional circumstances. 

The waiver of recovery of overpayments will only apply where recovery would lead to inequity or unreasonable hardship.  Waiver of recovery of a debt is not appropriate where debts are regarded as being irrecoverable at law or uneconomic to pursue, as these situations relate to the write-off of debts and not the waiver of debts.

Section 65 of the Financial Management Act 1996 requires the approval of the Treasurer for the waiver of debts or specified senior staff of the Department of Treasury may approve Act of Grace payments.

All submissions requiring the Treasurer’s consideration are to be sent through the Department of Treasury, Financial and Budget Management Branch and require the Chief Executive’s sign off.

No member of the department should assume or imply that a write-off or a waiver will be approved.

Reporting

An officer responsible for recovery of debts should report progress against performance targets, to her or his immediate supervisor every three months. This report is to include an explanation of any variances (under and over) against performance targets, and details of corrective action.

The ACT Accounting Policy Manual requires details of write-offs, write-downs and waivers to be reported as part of the department’s annual financial statements.  The write-off, write-down or waiver of any public moneys is a serious matter and as a result has approval requirements separate from those for normal expenses.

The ACT Accounting Policy Manual also requires disclosure of the aging of debtors.  This requirement provides a measure of the department’s performance, in regard to the recovery and management of debtors.
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