Department of Administration 

Accounts Receivable Internal Procedure
Division: 

Business Units:

Date:  
	Complete the following for division/business units’ accounts receivable process (include position(s) performing each task):

	
	Note:  Ensure compensating controls are in place if separation of duties is inadequate.  (See internal auditor’s guidance on page 2.) Maintain all necessary documentation in accordance with Admin’s Record Retention Schedule.

	1.
	Describe the process to create and modify customers in SWIFT:

  

	2. 
	Describe the process to notify FMR to establish new Accounts Receivable in SWIFT:


	3.
	Identify where and how debtor/customer information is stored and security measures to safeguard private data:


	4.
	Describe how debt/receivable is identified and billed accurately and timely:



	5.
	Describe receipt process including how:

· Deposits remain intact; do not use for making change or for petty/imprest cash

· Receipts are restrictively endorsed as soon as received

· Physically safeguarded
· Receipt log or similar documentation maintained
· Deposits reviewed and approved

· Deposits reconciled monthly to SWIFT

Also include the daily cut-off time for deposits.



	6.  
	Describe how accounts receivable activity is reconciled quarterly by receivable type and system accurately and timely:



	7.
	Describe the collection process that includes escalating steps for collecting past due debts per MMB Procedure 0504-01.01 Step 4 (include marginal cost benefits):  


	8.
	Describe process to notify debtor in writing at least 20 days before referring account to Department of Revenue for collection.  Non-Inter/Intra agency receivables of $25 or more and greater than 120 days past due must be submitted to Revenue for collections:
 

	9.
	Charge simple interest on past due non-inter/intra agency receivables unless a waiver is in process or approved (verify waiver with FMR):


	10.
	Describe process for routine analyses of the collectability of delinquent accounts and criteria for write-off of an account:



	11.
	Describe process for approving and writing-off uncollectible debt timely:



	12.
	Determine the allowance for doubtful accounts, when appropriate (Inter/Intra agency receivables are expected to be fully collected).


	13.
	Describe process for estimating the accounts receivable outstanding for year-end reporting, when appropriate:



Internal Auditor Guidance to help ensure adequate separation of duties and controls:
Cash Receipts

Ideally, four individuals should be involved in any one deposit transaction: 
1. Receive payment and log into a register, 
2. Prepare deposit and match deposit items to register, 
3. Record deposit into the accounts receivable system, and 
4. Reconcile SWIFT to the accounts receivable system.  
If only three individuals are utilized, steps 1 and 2 can be the same individual, but steps 3 and 4 should be different individuals and should not be able to perform steps 1 or 2.  Also, in a sophisticated accounts receivable system (such as a networked cash register), step 3 will be automated based on the register entry.

Accounts Receivables

At a minimum, three individuals are required to maintain adequate separation of duties:

1. Receive payments, record into the register, and prepare the daily deposit.   
· This individual can make changes to the customer database, but should not be able apply credits to accounts or approve write-offs. (Steps 1,3, 4, and 5 below)

· If a fourth individual is available, separate receiving/depositing money (Steps 3 and 4 below) and applying payments to customer accounts (Step 5 below).

2. Apply charges (sales) to customer accounts and maintain customer database. (Steps 1 and 2 below)

3. Reconcile payments received to deposits and approve credits/other transactions to customer accounts.  (Steps 1 and 6 below) 

Ideally, proper separation of duties in an Accounts Receivable system requires seven individuals:

1. Maintain the customer database.  
2. Enter sales.   
3. Receive payments and log into the register.
4. Prepare the daily deposit and match deposit items to the register

5. Post receipts/credits to customer accounts.

6. Reconcile deposits to credits applied to the accounts receivable system and reconcile the accounts receivable balance to the general ledger (if necessary)

7. Approve credits/write-offs to customer accounts.

Based the individuals involved in your process, separation of duties may or may not be adequate and compensating controls necessary.  (See Statewide Operating Procedure on Compensating Controls.)  To discuss further, please contact Admin’s internal auditor.
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