City of Murrieta
Administrative Policy

UNCOLLECTIBLE ACCOUNTS RECEIVABLE POLICY

DATED: Aprit28June 3, 2025

. Purpose

The purpose of this policy is to establish procedures regarding the write-off of
uncollectible receivables.

H—BAECKGROUND

To ensure strong financial management practices,—the proper controls over
revenues are imperative in accounts receivable management and general
oversight over the various revenues, including fees and developer deposits,
collected. Efforts should be made to pursue the timely collection of delinquent
accounts. This policy applies to all departments and funds.

Hi. POLICY

ll. Policy

It is the policy of the City of Murrieta to actively pursue the collection of past-due
accounts receivable, regularly review the status of past-due accounts, and write-
off amounts determined to be uncollectible. The timely identification of potential
losses is an essential element in appropriately measuring the value of the City's
assets. When delinquent accounts are deemed uncollectible, they should be
written off the financial statements. However, no account will be written off
unless all efforts have been exhausted in its collection. This policy is to ensure
accurate recordings of such processes.

v. PROCEDURES

I1l. Procedures

The collection procedures are established by the Finance Department, and they
may vary depending on the nature of the accounts receivable. This policy covers
the following accounts receivable, but is not limited to: charges for services,
recovery for damage to City property, fines and penalties, false alarms, legal
judgments, transient occupancy tax, and miscellaneous receivables. Prior to
determining whether an account should be written off, the following procedures
must be completed:

a. The City shall bill on a monthly basis.




a b. The due date from the billing date should be at least 30 days-but+re
more-than45-days-.

b. Aeeountsc. If full payment is not received by the due date, accounts with
an outstanding balance should be sent a letter. The City shall contact the

delinguent account holder at least twice in writing. #fuH-paymentisnot
received—by—thedue—date—Staff should—contactthe Planning;
Butding. { Enai . I | (5} f ol
develeperdepeositsThe second notification shall inform the account holder
that if the amount owed is not received within 30 days, the account will be
turned over to ensure—addresses—have—been—updated-a collection
agency.

e d. If the amount remains delinquent after the two additional notices,
nNon-emergency services are—may be discontinued for delinquent
customers. Customers will be reinstated when payment in full is received.

Generally, this will refer to developeraccounts-when-no-additionalwerk
wil—be—coempleted—unti—the—aeccountdevelopment-related services,

Library fees, and Parks and Recreation services, programs, and rentals. This
is ir-geed-standingnot an exhaustive list of non-emergency services.




e €. The City; may; at-its—diseretion,—offer a repayment option to the

delinquent account holder.

f. The City may take the account holder to small claims court to collect the

unpaid invoice or outstanding debt.

£ gh. Customers whe—+emit—nsufficientfunds'—checks—more—than
twoe{2)-tirmeswhose payments are returned by the financial institution will

be required to pay Hwith a different form of payment, for example: cash-e¢
credit card, money order, or cashier’s check.

g—Delinguentaccountsshall- beturred-overto—a
EE.HIE.EE'IEE"E algans; F'.I e Iﬁla.’lnl'.a”E.S Rave-beenreceived

h: hi. The City shall-may contract with a collection agency to handle those

accounts the—Cityit has not;_been able to collect by acting with due
diligence;been—able-tocolect.

G—w M Fllne Finance Directo! “l‘"” subnnlt lte E:'e

o Costeof furtl . "  astimated
LeCEeR DRSS

it. Delinquent accounts that do not meet the criteria in Section V below shalmay
be turned over to a collection agency if no payments have been received
within 120 days of the initial billing or the last partial payment.




IV. Uncollectible Criteria

An account receivable shall be deemed uncollectible if it meets one or more of
the following criteria:

a. The debtor is deceased, and there are no assets to cover the debt.

b. The debtor has declared bankruptcy, and the City has received notification
of non-recovery.

c. The debtor cannot be located despite reasonable efforts.

d. The cost of collection exceeds the amount owed.

e. The amount has been outstanding for more than four years, and collection
efforts have failed.

f. The debt is discharged through a court judgment.

e Q. Forgiveness of debt has been approved by the City Council.
d—Debtor-hasdeclaredaChapter7bankruptey

e—Courtjudgments
£ h Accounts owned by companies that are no longer in business and for
which collection efforts have failed.
g—Aceounts-of-deceased-persens

i. The amountis under $25 and remains unpaid after one year.

. The debt is disputed; and the City has insufficient documentation to pursue
collection efforts.

k. Other reasons er—a-€ase-as authorized by the Director of Finance.

V. Authority

h—Accounts that are deemed uncollectible shallmay be written off
by ease-basis

FheFinance Directerhas-the authority listed below:
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a. The Director of Finance is—authorized—to—approve—the—may write-off of
accounts up to $1,000-witheutrequiring-City-Managers-approval.

b. The City Manager or his/her designee may is-authorized-to-approve-the-write
-off of accounts up to $5,000 witheut-requiring-City-Council-approval.

c. Write-offs exceeding $5,000 must be presented to the City Council for
approval.

VI. Reporting

—a. The Director of Finance will provide an annual report to the
City Council summarizing all write-offs in—the-amountof
$56-ertess




that have occurred in compliance with the policy and recommended write-offs for the
City Council’s consideration.

b. The report will include the debtor's name, the total amount written off, the efforts
taken to collect, and the reasons for each write-off.

Justin Clifton
City Manager
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