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The Honorable Eric Garcetti, Mayor 
Honorable Members of the City Council 
c/o Office of the City Clerk 
City Hall, Room 395

ACCOUNTS RECEIVABLE REPORTING - A NEW DIRECTION

Dear Mayor Garcetti and Honorable Members:

In accordance with Mayor’s Executive Directive No. 5 and Council File No. 09-0600-S171, the 
Office of Finance (Finance) has been submitting citywide Accounts Receivable Summary 
Reports since Fiscal Year 2009-10. The reports provide an overview of the City’s outstanding 
non-tax accounts receivable amounts, the age of the accounts, and the departments’ 
assessment of amounts expected to be collected in the future. Despite advancements in City 
technology, the compilation and preparation of Accounts Receivable reports remains a time 
consuming process for both Finance and the other City departments. Additionally, Finance 
believes retrospective reports pay few dividends compared to active ongoing accounts 
receivable management. Therefore, Finance is proposing to simplify reporting by changing its 
content, frequency and format.

Finance’s new approach mirrors the Office of the Controller’s (Controller) annual reporting of 
accounts receivable by departments for the Comprehensive Annual Financial Report (CAFR). 
Departments provide similar information to Finance with added details for distinguishing current 
from delinquent accounts and collectible from uncollectible accounts around the same time that 
they report to the Controller. As such Finance proposes an annual reporting frequency aligned 
to this new process for report preparation. These changes will reduce the amount of time 
departments and Finance spend reporting information on accounts receivable, and yet will 
ensure that Council and Mayor continue to be informed of the overall state of the City’s accounts 
receivable.

The attachment to this transmittal provides a more in-depth discussion of the prior years’ 
reporting process as well as the new direction for reporting accounts receivable and the status 
of the City’s accounts receivable for at the end of Fiscal Year 2015-16.

AN EQUAL OPPORTUNITY-AFFIRMATIVE ACTION EMPLOYER
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Recommendations

The Office of Finance respectfully requests that the Council:

Instruct the Office of Finance to report annually to the Council on the status of the City’s 
non-tax accounts receivable;

1.

Instruct the Office of Finance to work with citywide billing departments and report back 
on potential cost-benefits of standardized interest application; and,

2.

Instruct the Office of Finance to research and evaluate modern collections models and 
best practices and report back with findings and recommendations for the City to 
enhance collections management.

3.

Fiscal Impact Statement

Approval of the above recommendations would result in no fiscal impact to the General Fund. 
The Office of Finance will report back on the results of the collections management 
centralization solution solicitation and include a fiscal impact statement based on any proposals 
resulting from this solicitation.

If you have any questions or require additional information, please contact Wai Yee Lau, 
Revenue Manager at (213) 978-3129.

Sincerely,

lAui

Claire Bartels
Director of Finance / City Treasurer

Attachment

Ana Guerrero, Chief of Staff, Mayor’s Office 
Matthew Szabo, Deputy Chief of Staff, Mayor’s Office 
Revenue Management Committee 
Finance Management Team

cc:
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Accounts Receivable ReportingExecutive Summary

Executive Summary

This report provides an overview of the City's outstanding non-tax 
accounts receivable as of the end of Fiscal Year 2015-16.

Overall citywide accounts receivable outstanding and uncollectible 
were down from the prior year fiscal year. Also, overall revenues 
collected from major billing departments were up over the prior 
fiscal year. These trends are primarily driven by the Fire 
Department's Emergency Ambulance Services (EAS) billings and 
the Transportation Department's Parking Citations which comprise 
74 percent ($341 million) of the City's total accounts receivable. 
Viewed over a five-year timeline, these positive trends are 
particularly pronounced for Fire EAS accounts receivable.

Total citywide 
accounts 

receivable is down 
8%, uncollectible 

amounts are down 
13%, and 

revenues from 
major billing 

departments are 
up by 3% over the 

prior fiscal year.

The City has made strides in accounts receivable management, 
particularly in implementing modern billing systems throughout 
the City which are a significant investment that have the greatest 
impact. Nevertheless, there are several areas where the City may 
seek additional improvement.

The City has 
invested in and 

modernized eight 
major billing 

systems in the 
past ten years.

First, application of standardized interest would better align the 
City to industry best practices and benefit the City by recovering 
the time value of money for delinquent payment.

Application of 
interest is neither 

universally nor 
consistently 

applied. Second, while the City has invested heavily in technology for billing 
systems, the City has not updated its technology or business 
model for collections management.Collections 

management 
technology dating 

from the 1980's 
must be 

modernized.

The Office of Finance (Finance) proposes to seek to remedy these 
issues by pursuing the following:

1. Finance will report annually to the Council on the status of 
the City's non-tax accounts receivable;

2. Finance will work with citywide billing departments and 
report back on potential cost-benefits of standardized 
interest application; and,

3. Finance will research and evaluate modern collections 
models and best practices and report back with findings and 
recommendations for the City to enhance collections 
management.
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Overview of Citywide Accounts ReceivableSection I

Background

In accordance with Mayor's Executive Directive No. 5 and Council File No. 09-0600-S171, 
the Office of Finance (Finance) has been submitting citywide accounts receivable summary 
reports since Fiscal Year (FY) 2009-10. This report provides an overview of the City's 
outstanding non-tax accounts receivable amounts, delinquent accounts, the billing 
departments' assessment of amounts to be collected in the future, and actual revenues 
realized.

Citywide Non-Tax Accounts Receivable Reporting Process

In FY 2016-17, Finance synced departmental non-tax accounts receivable reporting with 
annual financial reporting requirements in accordance with Generally Accepted Accounting 
Principles (GAAP) and as prescribed by the Office of the City Controller in preparation of 
the City's Comprehensive Annual Financial Report (CAFR). This approach eliminates 
duplication of effort by departments and reduces inconsistencies in reporting due to 
differences in reporting and compilation requirements, while providing insight into the 
state of citywide accounts receivable. It should be noted that the figures provided by 
departments for Finance's Accounts Receivable Reporting are preliminary unaudited 
figures.

An account receivable is a claim for payment to the City for goods supplied and/or 
services rendered that customers and/or constituents have ordered and/or received that 
have not yet been paid. For reporting purposes, the following types of receivables are not 
considered accounts receivable and were excluded from the data to the greatest extent 
possible: point-of-sale; leases; taxes; grants; loans; amounts due from governmental 
agencies; inter-departmental transfers; and non-city amounts. Nevertheless 
amounts from the aforementioned receivable types may be included as reported by 
departments.
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Overview of Citywide Accounts Receivable
Accounts Receivable Reporting

State of Citywide Accounts Receivable

Following is an overview of citywide accounts receivable as of the end of FY 2015-16.

Total Accounts Receivable

Current v. Delinquent Accounts Receivable

As of the end of FY 2015-16, the City had 
$463 million in outstanding accounts 
receivable. Of that amount, $131 million 
was current (prior to due date) and $332 
million was delinquent (past due) and 
eligible for forwarding to collection services 
to assist with recovery of outstanding 
amounts.

Current
$131M
28%

Delinquent
$332M
72%

The overall amount outstanding was about 
$39 million lower than the total amount 
outstanding of $503 million at the close of 
FY 2014-15.

Collectible v. Uncollectible Accounts Receivable

Based on prior experience, departments 
have determined that $314 million of their 
accounts receivable will be uncollectible 
(not able to be collected). Consequently, 
the City has $149 million (32 percent) in 
accounts receivable that is deemed 
collectible (expected to eventually be 
collected).

Collectible
$149M
32%

Uncollectible
$314M
68%

The anticipated collectible percentage is 
higher than at the close of FY 2014-15 
when the City's collectible accounts 
receivable was approximately $142 million 
(28 percent) out of $503 million in total 
outstanding accounts receivable.
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Accounts Receivable Reporting

Emergency Ambulance Services (EAS) and Parking Citations

EAS and Parking Citations v. All Other Accounts Receivable

$341The
approximately 74 percent, of the City's 
$463 million total accounts receivable are 
comprised by the Fire Department's (Fire) 
Emergency Ambulance Services (EAS) and 
the Department of Transportation's 
(Transportation) Parking Citations.

millionmajority or

(continued on next page)
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EAS EAS
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Accounts Receivable Reporting

Current v. Delinquent Emergency Ambulance Services

The Fire Department's EAS billings account 
for $176 million in accounts receivable of 
which $83 million is current and $93 million 
is delinquent.

The overall balance of EAS accounts 
receivable is almost $70 million lower than 
the total outstanding amount of $246 
million at the close of FY 2014-15.

Collectible v. Uncollectible Emergency Ambulance Services

Based on prior experience, Fire has 
determined that $17 million (10 percent) of 
accounts receivable in EAS is collectible 
while approximately $159 million is 
uncollectible.

The anticipated collectible percentage is 
higher than at the close of FY 2014-15 
when the collectible EAS accounts 
receivable was approximately $17 million 
(7 percent) out of $246 million in accounts 
receivable.

Emergency Ambulance Services Revenue

For FY 2015-16, EAS revenue was 
approximately $75 million or 5 percent 
more than FY 2014-15 which was 
approximately $72 million. According to the 
Fire Department, an increase in ambulance 
fees in September 2015 is attributed to the 
revenue increase.

Current
$83M Delinquent

$93M47%
53%

iJCollectible
$17M
10%

Uncollectible
$159M
90%
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Parking Citations 
FY 2014-15

Parking Citations 
FY 2015-16

Accounts Receivable Reporting

Current v. Delinquent Parking Citations

Transportation's Parking Citations account 
for $165 million in accounts receivable of 
which $35 million (21 percent) is current 
and approximately $130 million is 
outstanding.

The overall balance of Parking Citations 
accounts receivable is almost $32 million 
higher than the total outstanding amount of 
approximately $133 million at the close of 
FY 2014-15.

Collectible v. Uncollectible Parking Citations

Based on prior experience, Transportation 
has determined that $43 million (26 
percent) of Parking Citations accounts 
receivable is collectible while $122 million 
is uncollectible.

The anticipated collectible percentage is 
lower than at the close of FY 2014-15 when 
the collectible accounts receivable was 
approximately $38 million (28 percent) out 
of $133 million in accounts receivable.

Parking Citations Revenue

For FY 2015-16, Parking Citations revenue 
was approximately $148 million or 3 
percent less than FY 2014-15 which was 
approximately $153 million. According to 
Transportation, the decrease in revenue 
was due to lower ticket issuance.

Current
$35M
21%lU

Delinquent
$130M
79%

Collectible
$43M

M
26%

Uncollectible
$122M
74%
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Enhancing Citywide Accounts ReceivableSection II

What Has Been Done to Improve Citywide Accounts Receivable 
Management?

A number of studies and audits have been conducted on improving citywide billing and 
collection efforts. Consulting firms and organizations that have reviewed and evaluated 
the City's collection procedures include Ernst & Young (1991 and 1994), Altmayer (1996), 
and the Office of the City Controller (1998, 2007, 2010). In 2009, Macias Consulting Group 
released its feasibility study and implementation plan for the centralization of citywide 
billing and collection activities. In 2010, the City Council's Commission on Revenue 
Efficiency (CORE) released its "Blueprint for Reform of City Collections." An Inspector 
General for revenue collections, appointed in May 2012, conducted further reviews and 
made various recommendations to improve citywide collections and revenue efficiencies. 
The majority of these reviews and studies provided blueprints for reform of City 
collections, which included centralizing the billing and/or collection processes, in one form 
or another, as a key element to achieving greater efficiency and revenue recovery.

These studies and audits have resulted in City Council action and various citywide revenue 
initiatives. Finance has been proactive in exploring opportunities for efficiencies, including 
streamlining current processes, prioritizing debt collections, establishing policies, and 
implementing procedures that maximize revenue collection. In addition, Finance and City 
departments have implemented several key accounts receivable management initiatives 
designed to enhance existing revenue streams. These initiatives include:

Revenue Management Committee
The Revenue Management Committee (RMC) was formed in FY 2001-02 as a 
working group comprised of the primary revenue producing departments along with 
the Offices of the City Attorney, City Controller, Chief Legislative Analyst, and the 
City Administrative Officer, to work through departments' billing and collection 
issues and concerns. After the resolution of issues, Finance has been using the RMC 
meetings to provide City departments with information on what is happening in the 
collection industry and to bring forth topics of interest to departments. Departments 
also share what is happening in their operations and have an opportunity to ask 
questions and voice concerns.

Outside Collection Agencies - Expanded Use and Reduced Timeframes 
The City has been using collection agencies for primary collection since 2002. 
Collection agencies are compensated on a contingency fee basis which is collected 
on top of the amount due to the City and based on actual collections. In 2009, the 
City Council approved a recommendation by Finance to augment the City's collection 
program by adding a secondary level of collection by collection agencies. In the 
2013 collection contracts, the City also reduced the timeframes that accounts

IOS
angclos

office of
finance
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Enhancing Citywide Accounts Receivable
Accounts Receivable Reporting

remain with collection agencies from one year for primary collection and nine 
months for secondary collection to nine months for primary and six months for 
secondary. Currently, Finance contracts with six collection agencies for collections, 
which are available for all City departments to utilize.

Executive Directive No. 5
Mayor Villaraigosa's Executive Directive No. 5, issued on October 20, 2005, required 
departmental compliance (except for Airports, Harbor, City Employees' Retirement 
System, and Fire and Police Pensions) with Finance's Citywide Guidelines for 
Accounts Receivable which prescribe best practices for managing the City's billing 
and collections.

Centralized Accounts Receivable Reporting (CARR) Project
The CARR project, implemented in December 2011, was the first phase of 
centralization efforts. The objective of the project was to produce a citywide 
accounts receivable billing data warehouse to provide on-demand reporting of the 
City's non-tax accounts receivable. CARR integrates with the City's Financial 
Management System (FMS). For departments that do not bill via FMS, they use 
interfaces to feed detailed billing and collection data into the CARR data warehouse, 
from which various reports such as the Citywide Accounts Receivable reports are 
generated.

Amnesty Programs
Amnesty programs are tools used by municipalities to increase revenue by offering 
a limited-time opportunity for a specified group of taxpayers or debtors to resolve 
their delinquent accounts in exchange for forgiveness of a certain amount associated 
with a delinquent account. The City has implemented tax and non-tax amnesty 
programs as key revenue generating efforts. These programs have been successful 
in resolving delinquent accounts, providing financial relief to debtors, and providing 
additional revenues. The non-tax amnesty program in 2011 resulted in 
approximately $2.9 million (goal was $2 million), and the last tax penalty amnesty 
program in 2013 resulted in $24.3 million (goal was $5.5 million).

Participation in FTB Interagency Intercept Collection Program 
Since FY 2012-13, Finance has been providing the Franchise Tax Board (FTB) with 
lists of debtors that have outstanding City debt with judgments to intercept personal 
income tax refunds, lottery winnings and/or unclaimed property disbursements, and 
send the amount owed to the City. The Department of Transportation and the Office 
of the City Attorney also utilize the program for their parking citations and 
administration citations, respectively.
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Enhancing Citywide Accounts Receivable
Accounts Receivable Reporting

Billing and Collection Systems
The City's Financial Management System (FMS) was implemented in 2011 and is 
utilized by several departments for billing and collection. In addition, several major 
billing departments have implemented systems to improve their billing and 
collections processes:

Building and Safety Department's Financial Services System (FSS) in 2004
Housing & Community Investment Department's Billing Management
Information System (BIMS) in 2008
LAPD's Cry Wolf in 2009
Fire Department's Intermedix for EAS in 2011
Fire Department's Vegetation Management System (VMS2) in 2011
Transportation Department's new parking citations contract in 2014
Bureau of Sanitation's Pre-Treatment Information Management System
(PIMS) in 2014
Fire Department's NGBrush in 2016 which replaced VMS2

o
o

o
o
o
o
o

o

What Are the Results of Citywide Improvement Efforts?

This section looks at financial trends and processes as a reflection of the current state of 
Citywide accounts receivable management.

Financial Trends

Financial Trends summarizes the accounts receivable data reported by departments for 
the past five fiscal years. In summary, delinquent accounts receivable have been 
fluctuating with a significant decrease in FY 2015-16 mainly due to a reduction in EAS 
receivables by write-offs to below $100 million. Estimated uncollectible accounts 
receivable are at the lowest in FY 2015-16. These broad trends are positive indicators of 
the state of accounts receivable management as of the end of FY 2015-16. The data is 
further discussed on the next page.
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Total accounts receivable have been around the mid-$400 million to high-$400 million 
with a peak in FY 2012-13 to over $500 million due to increases in EAS and Parking 
Citations. Housing & Community Investment Department's (Housing) increase in FY 2014
15 is due to the additional accounts from its new Foreclosure Registry Program. Parking 
Citations' total accounts receivable for FY 2015-16 is higher than prior years because the 
department had not requested write-offs on a quarterly basis that year.
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Total Accounts Receivable at Year-End
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Overall, delinquent accounts increased significantly in FY 2012-13 from $300 million to 
$400 million and remained around that level until decreasing in FY 2015-16 to $300 
million. The decrease can be attributed to a decrease in EAS delinquent accounts, which 
was about $93 million in FY 2015-16. Parking Citations' delinquent accounts during the 5- 
year period have been fairly consistent with a slight increase in FY 2015-16.
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Accounts Receivable Reporting

Delinquent Accounts Receivable at Year-End
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Overall, uncollectible accounts receivable have been decreasing since FY 2013-14 with the 
lowest estimate for the 5-year period in FY 2015-16 at $149 million, primarily attributed 
to a lower estimate for EAS. Parking Citations' estimate for FY 2015-16 is higher than prior 
years because the department had not requested write-offs on a quarterly basis that year. 
Other receivables' estimates have been about the same throughout the years shown.
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Enhancing Citywide Accounts Receivable
Accounts Receivable Reporting

Uncollectible AR at Year-End
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Building & Safety ------- DOT-Parking Citations -------- Fire-EAS Housing Police ------- Total Revenue

1 These amounts represent the largest drivers of the City's revenue from accounts receivable.

The City's most significant revenues come from Building and Safety, Transportation's 
Parking Citations, Fire's EAS, Housing, and Police False Alarm billings which have increased 
over the five years displayed in the chart above from $392 million to $470 million - an 
increase of approximately $78 million. Most of the revenue has remained fairly constant 
except for Building and Safety's which have increased.
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Revenue at Year-End1
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Enhancing Citywide Accounts Receivable
Accounts Receivable Reporting

Citywide Billing and Collection Process

The first Citywide Guidelines to Maximize Revenue Collection (Citywide Guidelines) was 
developed by Finance in May 2002, and revised in June 2007 and May 2011. The Citywide 
Guidelines provide departments with standardized policies and procedures based on best 
practices in billing and collections in order to optimize the City's revenue and collection 
processes. Departments have utilized the Citywide Guidelines to develop their billing and 
collection policies and procedures that comply with administrative and/or municipal rules 
that govern their specific revenue sources. Departments' policies and procedures are 
reviewed by Finance to ensure that they adhere to the Citywide Guidelines. As most 
departments have implemented new billing systems since 2002, these systems were 
largely developed based on following the Citywide Guidelines.

The timeline below depicts the accounts receivable process for the majority of City 
departments in accordance with the Citywide Guidelines. There are variations for particular 
business processes such as annually billed accounts, EAS, parking citations, and for 
accounts governed by administrative and/or municipal rules.

Billing and Collections Processes Timeline

2Day 1 Day 5 Day 35 Day 45 Day 55 Day 75 Day 450 Day 451+

e Oe Date oice Date Due Date
Bad Deb"

2 Accounts receivable sent to Primary Collection Agencies have 9 months (270 days) to collect while accounts receivable sent to Secondary Collection Agencies have 6 

months (180 days).

IOS
angclos

office of
finance

13



Enhancing Citywide Accounts Receivable
Accounts Receivable Reporting

Average Days between Billing & Collection Processes3

First Delinquency Final Delinquency 
Notice to 

Primary Agency 
Referral 

(20 Days)

Due Date to First 
Delinquency 
Notice Date 
(10 Days)

to Final Primary Referral 
to Primary 

Return 
(270 Days)

Service to 
Invoice Date 

(5 Days)

Invoice to Due 
Date

(30 Days)

Delinquency 
Notice Date 
(10 Days)Department-System

Building & Safety-FSS 82.45 48.14 10.02 37.95

0.00 32.11 100.65 406.03Finance-LATAX Permits 17.15

0.00 30.00Fire-Envision
Fire-VMS2 5.49 31.02 19.43

Housing-HIMS 57.35 64.41 80.58 144.76 240.50 308.02

Police-Crywolf 5.06 30.00 19.84 16.08 15.94

Sanitation-PIMS 110.98 15.08 35.86 21.78

Transportation-ETIMS 0.00 35.00 61.11

Various-FMS 140.50 30.45 8.64 32.32 37.23 376.30
3 Note: Blank information in the table is due to certain processes not being tracked in some departments' billing systems; however, billings from these systems do abide 

by these process points. Data in this table is for FY 2012 through FY 2016.

The table above shows the average number of days accounts receivable spend in each 
billing and collection process point by Department-System. Finance, Fire-Envision, and 
Transportation meet the standard for sending out invoices after services are provided. 
Finance, Fire-Envision, Police, and Sanitation meet the standard for setting the due date 
30 days after the invoice date. Only FMS billings meet the standard for sending the first 
delinquency notice 10 days after the due date. None of the departments' billings meet the 
standard for sending the final delinquency notice 10 days after the first delinquency notice. 
Police meets the Citywide Guidelines to send the delinquent account to collection agencies 
20 days after sending the final delinquency notice. Housing meets the guidelines for having 
accounts returned from primary collection agencies within 270 days. Note that before the 
2013 current contracts, primary collection agencies had 365 days to collect on an account 
before recall, thus skewing this result.

In general, departments are using their system to generate invoices 
delinquency and forward accounts to collection agencies in a timely manner in accordance 
with Finance's Citywide Guidelines. In some cases, departmental business practices differ 
from Finance's recommendations to better match their billing policies and nuances of their 
account types.
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Enhancing Citywide Accounts Receivable
Accounts Receivable Reporting

Billing Systems and Adherence to Citywide Guidelines for Delinquent Accounts

Handles Primary 
Referrals

Handles Secondary 
ReferralsApplies Interest A pplies Penalty(ies)Department-System

Building & Safety-FSS Yes Yes Yes Yes
Finance-LATAX Permits Yes Yes Yes Yes
Fire-EAS No Yes Yes Yes
Fire-VMS2 No*No Yes Yes
Housing-HIMS Yes Yes Yes Yes
Police-Crywolf No Yes Yes No
Sanitation-PIMS No Yes Yes Yes
Transportation-ETIMS No Yes Yes Yes
Various-FMS No Yes Yes No
* Secondary referrals are handled outside of VMS2.

Building and Safety, Finance, and Housing are the only departments to apply interest to 
their delinquent accounts receivable; the remainder do not apply interest. All billing 
departments apply penalties to their delinquent accounts receivable. The following 
departments handle secondary referrals within their systems: Building and Safety 
Finance, Fire EAS, Housing, Sanitation, and Transportation's Parking Citations (ETIMS).

/

Currently some departments impose interest, while others do not. Also, the amounts and 
protocols by which these charges are applied vary greatly among departments. This 
decentralized approach to the application of interest hinders effective collection and is not 
consistent with industry best practices. Implementation of a standardized interest policy 
will achieve a more efficient and effective collection system that will enhance revenue 
without burdening taxpayers and constituents that are current with their accounts.

Collection Processes and Collection Agency Performance

The City uses outside collection agencies and Finance's Citywide Collection Unit to recover 
delinquent accounts receivable. According to Section 5.181 of the Los Angeles 
Administrative Code, departments should refer accounts $5,000 or less to collection 
agencies and refer accounts over $5,000 to Finance's Citywide Collections Unit (CCU) for 
collection.

IOS
angclos

office of
finance

15



Enhancing Citywide Accounts Receivable
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Accounts under $5,000

FMS Delinquent 
Accounts

A
FMS does not handle 

Secondary Collections
Primary Collection 

Agencies

FMS Departments 
Secondary AR 

Referrals \
Secondary Collection 

Agencies

Other Department 
Delinq uent Accounts

Semi-Automated or Automated Interface or Text File 

Manual Text File
Automated Interface 
Semi-Automated Interface

Accounts under $5,000 generally follow the processes depicted on the chart above. FMS 
does not handle secondary collection efforts. As such, departments using FMS must refer 
delinquent accounts for secondary collections by other means. Most departments are 
limited to working with just one primary and one secondary collection agency.
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Accounts over $5,000

FMS*

A A

' f

\Building & Safety

Secondary Gollection 
Agencies

Finance CCU (CUBS)

Finance (LATAX) 
Tax Accounts

A

V

Other Departments**

*FMS Departments -City Clerk, Fire, Planning, 
Public Works, Transportation, Zoo

**Other Departments include Convention 
Center, Flousing, Ethics Commission, El 
Pueblo, General Services, Personnel, Police, 
Recreation and Parks.

Semi-Automated Interface

Manual Text File

Outgoing Memo for status/payment updates

Accounts over $5,000 generally follow the processes depicted on the chart above. There 
is no automated process to route files from one system to another. In general, forwarding 
files for collection often involves manual processes to generate text files in a prescribed 
format to be electronically transmitted to another department or collection agency.

CCU uses the Columbia Ultimate Business Solutions (CUBS) for its recovery activities. 
CUBS is a database that is used to take notes, generate collection letters, and track 
payments which was implemented in the 1980s by the City Attorney. Finance took over 
collection responsibilities from the City Attorney and inherited CUBS. This database runs 
on IBM DB2 database and uses mainframe screens.
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Accounts with collection agencies are for a term of nine months for primary collections 
and six months for secondary collections with another contractor after primary collection 
efforts are exhausted. Consequently, Finance has contracted with six collection agencies 
to provide services to departments. Under the current paradigm where each department 
can select from several contractors, it has been problematic to obtain standardized data 
to evaluate performance of outside collection agencies. Unlike internal billing where the 
City can obtain robust data from its own systems, each agency reports its collection 
statistics and recovery rate differently based on their various tracking systems, policies, 
and practices. Finance also noted issues with some collection agencies' reported data and 
advised them to make the necessary corrections. Therefore, Finance has provided a 
reporting template for collection agencies to provide standard data going forward. Finance 
will use the reported data to calculate recovery rates and assess each contractor's 
performance. However, the decentralized nature of citywide collections management 
limits Finance's purview of collection performance.

What Are the Opportunities for Citywide Improvement?

According to a survey of its member agencies commissioned by ACA International, an 
association of credit and collection professionals, the average liquidation rate for collection 
agencies was 17.1 percent and the median was 11.7 percent for all types of accounts in 
2011. The survey calculated liquidation rate by dividing an agency's gross amount 
collected during the year by the total new business placed over the same period. 
Liquidation percentage is intended to rate the efficiency of collection agencies' overall 
operations. Based on the City's collection agencies unaudited data, the overall recovery 
rate was 8.6 percent in FY 2015-16 (parking citations and EAS excluded since they are 
under separate contracts) for accounts referred and the same accounts collected on during 
the fiscal year. Since collection data from agencies is not uniform, Finance is not able to 
utilize the ACA International's methodology to calculate liquidation rate. It should also be 
noted that when reviewing liquidation or recovery rates that they are impacted by the age 
and balance of accounts, and the amount of efforts to collect by in-house collection staff 
prior to referral. Although the comparison of the collection agencies' results and survey's 
results is not "apples to apples", there appears to be room for the City's collection referrals 
to improve.

Finance proposes to enhance performance monitoring of collections activities—that is 
delinquent accounts sent to debt collection agencies for recovery of monies owed to the 
City. Finance will focus on account types that are sent to collection agencies and determine 
the effectiveness of agencies' collection efforts. In addition, Finance will measure collection
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rates for portfolios forwarded to collections and seek to reallocate accounts to successful 
agencies based on performance. The collection agency contracts have a term of three 
years from the date of execution, with two one-year options to renew (C.F. 12-1497-S2). 
Since the contracts were executed on May 30, 2013 and renewed until May 31, 2017, 
there is only one remaining one-year option to renew. As such, Finance will begin the 
Request for Process (RFP) process to ensure business continuity and integrate new 
reporting and measurement requirements.

Aside from moving forward with a new RFP process with additional collection agency 
reporting and measurement requirements, there is still a gap in City collections 
management that needs to be addressed. While the City has largely modernized its billing 
systems, the City continues to operate in a decentralized manner when it comes to 
collections and is relying on significantly outdated technology. Finance will evaluate 
modern collections models and best practices and report back with findings and any 
recommendations for the City to enhance collections management.
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