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A8. 651 Accounts Recei vabl e
1. Pur pose

To provide procedures for recording, reporting, collecting,
and wite off of accounts receivable.

Definitions

Accounts receivable (AR) is an asset account reflecting
amounts due to the University of Hawaii for goods and
services rendered. AR also arise from nmatters
incidental to the operation of the University, such as,
salary and wage overpaynents, dishonored checks and
credit nmenos.

Subsidiary |ledger refers to a current file of detailed
AR transacti ons.

Invoice is a billing docunent. See attachnent A for the
standard University invoice form

Al | omance for doubtful accounts (allowance) is a
val uation account wused to estimate the portion of
accounts receivable which is considered uncollectible
(refer to A8.671 Year End Accounting Data).

Uncol | ecti bl e account is an account where (1) the debtor
Is no longer wthin the jurisdiction of the State of
Hawai i, (2) the debtor cannot be |ocated, (3) the debtor
is unknown or cannot be identified, (4) the debtor has
filed bankruptcy and has |isted the University of Hawaili
as a creditor, or (5) the account is deened to be
uneconom cal or inpractical to collect.


http://www.hawaii.edu/svpa/apm/a8600.html
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= Wite-off is the process to delete an uncollectible
account from the accounts receivable records and to
enter it into a special record, provided the account has
been delinquent for at least two (2) consecutive years
and approved for wite-off by the University GCeneral
Counsel .

. Tax setoff is the process, through the Departnent of
Accounting and General Services (DAGS), to set off any
valid debt over $25.00, owed to the University by the
debt or agai nst the debtor's State of Hawaii tax refund.

Applicability

The accounts receivable recording, followup, tax setoff,
wite-off and subsidiary |edger review procedures apply to
all departments wth invoice billings, dishonored check
menor anduns and sal ary overpaynents. Depart nent heads are
responsi ble for ensuring that all AR have been recorded for
the University’'s year end financial statenents.

For purposes of this instruction, AR excludes Federal and
private agency contracts and grants receivable, student
| oans receivable, penalties and fines. Al so excluded are
i nterdepartnental transactions which are purchases and sal es
within the University of Hawaii (UH). The UH is conprised
of the University of Hawaii at Manoa, University of Hawaii
at Hilo, University of Hawaii at West Oahu, seven community
col l eges (Hawaii, Honol ulu, Kapiolani, Kauai, Leeward, Maui
and Wndward), Community College Admnistration and an
Enpl oynent Trai ning Center.

Responsibilities

a. The fi scal officer shall ensure that he/ she or
aut hori zed staff:

1) Prepare and record the invoice

2) Create and wupdate custonmer codes needed for
invoice billings on the FM S AR system

3) Conpl ete the notice of Di shonored Check docunent
on the FM'S AR System (ARS) when notified by the
Treasury Ofice

4) Conpl ete the Notice of Salary Overpaynent docunent
on ARS when notified by the Payroll Ofice
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5) Col l ect and record paynents from custoners
6) Fol | ow-up on unpai d accounts

7) Identify and submt State tax setoff and wite-off
requests

8) Record wite-offs approved

9) Review, reconcile and prepare journal entries as
needed to correct the FMS Financial Accounting
System (FAS), ARS and departnental AR subsidiary
| edgers and reports

10) Prepare the journal entries to record all
out standi ng receivables not recorded on the FMS
ARS that are required for vyear-end UH and
departnental financial statenents.

The General Accounting and Loan Collection (GALC)
Ofice is responsible to:

1) Submit wite-off requests received from the
departnments to the University CGeneral Counsel

2) Consolidate and forward accounts submtted by
departnments via FMS screen 366 to the State for
Tax Set of f

3) Coordinate the recording of all out st andi ng
accounts receivable and allowance for doubtful
accounts at the end of the fiscal year for the UH
financial reports

4) Reconcil e total AR per FAS (account controls 1361,
1363 and 1365) with total AR per ARS reports

The Treasury Ofice is responsible for initiating the
"D' docunent on the FMS AR system and forwardi ng the
notice with the dishonored check to the proper fiscal
of ficer.

The Payroll Ofice is responsible for initiating the
"SA" docunent on the FMS AR system and forwarding the
payrol |l overpaynent worksheet to the proper fiscal
of ficer.
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5. Pr ocedur es
a. Overvi ew
1) Types of AR billings covered

2)

3)

4)

5)

6)

a) Revenue

b) Rei mbur senent of expenditures
c) Sal ary and wage overpaynents
d) Di shonored checks

AR invoi ces shall be accounted for and recorded in
the FM' S ARS (ARS invoice docunent prefix "S")
unless maintained on a departnmental AR system
which has been approved by the Financial
Managenment O fice (attachnment B).

Al salary and wage overpaynent notices, ARS
i nvoi ce docunents prefixed with "SA", shall be
generated and nmintained on the FMS ARS per
A8. 878.

Al'l dishonored check notices, docunents prefixed
with "D', shall be generated and mai ntai ned on the
FM S ARS per A8.740. The service fee and interest
charges for dishonored checks shall be recorded as
accounts receivabl e.

Non-users or departnents which maintain their own
AR systens shall record both AR and allowance in
summary by journal voucher at fiscal year-end.
Jour nal vouchers shall post to AR account controls

used only for year-end entries and shall be
supported by details. See A8.671 Year-End
Account i ng Dat a.

ARS invoice billings for rei mbur senent of
expenditures shall be coded with one of the
revenue subcodes in the "082x" range. Upon

recei pt and application of the paynment to AR the
departnent has the option to adjust expenditures.
If an adjustnment to expenditures is desired,
prepare a journal voucher to reduce both revenue
and expendi tures.
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Recei vabl es recorded on FM S ARS

(refer

to ARS User @uide for detailed instructions on

the screen cited)

1) Summary of the FM S ARS

a)
b)

c)

d)

e)

f)

| nvoi ce docunment nunbers will be assigned by
the system

| nvoi ces are printed in draft and final form
at the user’'s site.

I nvoice billing and adjustnment transactions
are recorded and fed to FM'S FAS by the user
t hroughout the year.

Coding of invoice paynments (cash receipts)
will be verified against the outstanding ARS
bal ances during input before acceptance into
FM S FAS.

Al'l omance for doubtful accounts wll be
automatically recorded and/or adjusted at
fiscal year-end.

History of a docunent’s financial and non-
financial activities is maintained.

2) Preparation of ARS invoices

a)

b)

Al'l invoices require an ARS custoner code.

i) Determine if the custoner exists in ARS
using the customer action line on screen
361/ 362 (while preparing the invoice) or
screen 351 (custonmer nane search).

ii) To create a new custonmer code, use
screen 352.

Complete the invoice in screen 361 or the
noti ce of di shonored check in screen 362.

Use screen 364 to print a draft of the
i nvoi ce.
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4)

d)
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Use screen 364 to record (finalize) the
invoice and print the final copies of the
i nvoi ce.

All AR documents must be finalized by
June 30" or the date specified for the
University's fiscal year closing.

Col l ection of paynents

a)

b)

Fol | ow general procedures for the preparation
of departnental deposit form FM S5 per
A8. 701. See 5.b.4) for specific coding
requi renents.

Paynments received for dishonored checks shal
be applied first to the service fee and
i nt erest charges.

Codes used on accounting entries for ARS invoices

a)

b)

Ceneral coding requirenments for FAS and ARS:

i) Transaction type = nn"6"
except on Authorization for Paynment form
FMS-2 (AFP) to refund overpaynents to
cust oners

ii) Refl = Snnnnnn, SAnnnnnn or Dnnnnnn

iii) I'Dno. nmust contain a valid ARS custoner
code Cnnnnnnnnnn.

The following transaction codes wll post
entries to both the Financial Accounting
system and the Accounts Receivable system
Notice that the last digit is "6"

i) "066" Journal Entries: Used on journa
vouchers when adjusting entries are
needed and by the ARS when an invoice is
recor ded.

ii) "036" Cash Receipts: Used on departnent
deposit formto record paynent received
on ARS i nvoi ces.
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iii) "046" Cash D sbursenment: Used to record
a di shonored check; the systemw Il also
generate a "066" entry to record the AR

Departments with their own AR system

1) obtain approval to use a departnmental AR systemif
the FM'S AR systemis not used (attachment B)

2) Prepare the journal entries to record all
out standi ng receivables not recorded on FAS that
are required for the year-end UH and depart nent al
financial statenents.

3) Code paynents received on non-ARS invoi ces as cash
sal es on the FAS.

4) Al t hough departnental invoices nay not be on ARS
all dishonored checks and salary overpaynent
recei vabl es are recorded in FAS and ARS.

Revi ew of Accounts receivabl e | edgers

Subsidiary | edgers shall be reviewed by the departnents
to ensure that all paid invoices are properly deleted
and that all and only valid outstanding bal ances are
presented on the University's financial statenents as
accounts receivabl e.

Reporti ng
1) Monthly reports, including an aging report,

indicating the outstanding accounts receivable
bal ance shall be generat ed.

2) AR and al | owance for i nt er depart nment al
transacti ons, although excluded for the system de
fi nanci al st atenment s, shal | be recorded in

departnental financial statements via adjusting
entries.
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Fol | ow-up for delingquent accounts

The foll ow ng are gui del i nes for depart nment al
collection efforts when a receivable is outstanding for
nore than 30 days.

A log of all tel ephone conversations and correspondence
shall be kept as docunentation of the «collection
efforts. Al'l correspondence shall have the notation
" ADDRESS SERVI CE REQUESTED".

1) Send a rem nder by mail or tel ephone. Departnents
may use private conpanies that specialize in
letter witing to assist themin this area.

2) After 15 days, send a firnmer remnder by mail,
establishing a deadline for paynent wthin 15

days.

3) If no response is received within 15 days, send a
final warning by nmail, stating that if imediate
paynent is not received the account wll be

reported to the General Counsel and subject to a
tax refund setoff, assignment to a collection
agency, and/or litigation.

4) I f no response is received, forward the account to
a col |l ection agency.

5) If the custonmer is an individual and his/her
social security nunber is available, submt the
account for tax setoff via FMS screen 366.

Wite-off of uncollectible accounts

1) A receivable is considered for wite-off when an
account is deened uncollectible and the account

has been outstanding for at Jleast tw (2)
consecutive years per Hawaii Revised Statutes,
Section 40-82. Prior to receiving the wite-off

approval, such an account would be included in the
year-end recording of the allowance for doubtful
accounts.
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3)
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The Request to Wite-Of Uncollectible Accounts is
prepared by the originating departnent and
submtted to the University CGeneral Counsel Ofice
via GALC with supporting docunentation of the
outstanding debt, <collection efforts and the
reason for uncollectibility. See attachnent C for
the formto conplete.

Wen the GCeneral Counsel’s witten approval is
recei ved:

a) The departnent shall thereupon be relieved
from any further accountability for its
collection unless the Ceneral Counsel finds
that the facts as alleged and presented were
not true or that the account has becone
col | ecti bl e.

b) Departnments with their own AR system shal
adjust only their departnental records. All
prior year AR and Al |l owance bal ances recorded
by journal voucher on FAS wll be
automatically reversed at fiscal year-end.

c) Departnments using the ARS shall prepare a
j our nal voucher to reduce the AR and
Al'l onance bal ances.
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Attachment A

PS4 UNIVERSITY OF HAWAII DATE: INVOICE NUMBER
(REV 04/1998)
INVOICE
SOLD TO: DIRECT INQUIRIES TO:
BILL TO: REMIT TO: #99-6000354

LINE | DR ACCOUNT

CR ACCOUNT

AMOUNT LINE] DRACCOUNT

CR ACCOUNT

AMOUNT

FISCAL OFFICER COPY
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Attachment B

REQUEST TO MAINTAIN DETAIL ACCOUNTSRECEIVABLE
TRANSACTIONSIN A DEPARTMENTAL SYSTEM

Detail accounts receivable transactions shall be recorded in the FMIS AR system, unless exception has
been given by the Financial Management Office to record details in a departmenta system which meets
the following requirements. See Administrative Procedures A8.651, Accounts Receivable, for more
details.

ACCOUNTING
Accounts receivable are accurate and compl ete.

Receipts are reconciled to their related billings.
Internal controls, such as, separation of duties arein place.

REPORTING
Accounts receivable and allowance for doubtful accounts are recorded in UH and
departmental financia statements.

Monthly summary of aged accounts receivable shall be submitted to the General Accounting and
Loan Collection office by the 5" working day after month end. A detailed listing of accounts
receivable will be available and submitted upon request.

COLLECTION
Accounts receivable are aged, and collection pursued in accordance with A8.651.

CERTIFICATION/REQUEST

We certify that our departmental accounts receivable system meets the accounting, reporting and
collection requirements outlined above and in A8.651, and request that AR details be maintained in
our system.

Organization Name:

FO# Typenameof Fisca Officer Signature Phone Date
Type name of Dean/Director Signature Phone Date
APPROVED/DISAPPROVED (Send request to the General Accounting

& Loan Collection Office)

Financial Management Office Date revised 04/19/2002



Reason

—

s): HRS 40-82

UNIVERSITY OF H

AWAII

REQUEST TO WRITE-OFF UNCOLLECTIBLE ACCOUNTS

Debtor is no longer within the jurisdiction of the State.
Debtor cannot be located.
Debtor is unknown or cannot be identified.
Debtor has filed bankruptcy and has listed the State as a creditor.
Account is deemed to be uneconomical or impractical to collect.
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Attachment C

Debtor of

DEBTOR'S NAME
Soc Sec #
Last Address
Phone #

—mmmmm—eeae INVOICE --
No.

Amount

COLLECTION
DESCRIPTION

FO#: Department:

FO Signature:

Phonet#:

Date:

Prepared by:






