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U. S. Departnent of Justice
Federal Bureau of Prisons

OPl: FPI
Program il ez

SUBJECT: Overdue Accounts

St a_tem ent Recei vabl e

1. PURPCSE AND SCOPE. To establish procedures for managing
overdue accounts receivable from ot her governnent agencies and
estimating all owances at all Federal Prison Industries (FPI)

| ocations and Central Ofice.

Tinmely collection of accounts receivable is critical for
effective cash managenent. It is inportant for each factory to
recogni ze and correct collection problens as early in the
col l ection process as possible. Odinarily, a receivabl e becones
more difficult to collect as it ages.

2. SUMMARY COF CHANGES. Most changes in this PS reflect changes
made to inplement MIlennium FPI's integrated

manuf act uri ng/ fi nanci al accounting software. This version
elimnates the previous PS restriction of its inpact to federal
agencies. Responsibility for many of the functions in this PS
has been transferred fromlocal Business Managers to the
Centralized Accounts Receivable Section in Lexington, Kentucky.

3. PROGRAM OBJECTI VES. The expected results of this program
ar e:

a. The accounts receivable collections will be nonitored and
controll ed.

b. Cash floww !l inprove as a result of increased turnover in
accounts receivabl e.

4. DI RECTI VE RESCI NDED
PS 8531. 04 Overdue Accounts Receivabl e Program (3/8/99)

5. STANDARDS REFERENCED. None
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6. OVERDUE RECEI VABLES. Receivables are generally considered
overdue when the invoice representing a total billing remains

unpaid after 30 days fromthe date of the invoice (unless the

ternms specify otherw se).

Contracts that allow for partial shipnents wll be billed upon
each shipnent and the aging of the invoice is to commence then.

Accounts Recei vabl e section staff nust review financial reports
and agi ng schedul es carefully to ensure that they represent the
realistic value and viability of accounts receivable for the
Cor por ati on.

7. AG NG ACCOUNTS RECEI VABLE. The Deputy Controller
Centralized Accounts Receivable (CAR), Lexington, Kentucky or
desi gnee nust review accounts receivable accounts in MI I ennium
to ensure collection efforts, as prescribed in Section 9, are
bei ng acconpl i shed.

| f receivables greater than 60 days past due are nore than 10
percent of the total accounts receivable, the Deputy Controller,
CAR or designee nust ensure that a concerted effort to coll ect

t hese accounts are being acconplished.

8. COLLECTI ON PROCEDURES. The Deputy Controller, CAR has the
primary responsibility for collection efforts of overdue accounts
recei vabl e.

Col l ection assistance is avail able through the Fi nanci al
Managenment Branch (FMB), Program Managenment staff and field

| ocations. |f necessary, the Assistant Director, Industries,
Education & Vocational training (IE&VT), and the Deputy Assi stant
Director will becone involved personally in order to facilitate
the collection process.

At a mninmum the Accounts Receivable Section's coll ection
efforts nmust include the foll ow ng:

a. The Deputy Controller or designee nust ensure that
custoners are contacted by tel ephone for all invoices that renmain
uncol l ected after 45 days fromthe invoice date.

The caller nust maintain a |log of each phone conversation, and
the |1 og nust include:
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the date of call

the nane, title, and phone nunber of the person call ed;
t he reason for nonpaynent;

any ternms for resolution; and

the commtnent by the custonmer to pay

This information will be maintained in the Custoner Text field
in MI1lennium

b. Additionally, MIIlennium provides the opportunity to
provi de conplete statenments of all outstanding receivables for a
particul ar custoner’s account at any given time. The Deputy
Control l er or designee nust ensure that statenents are mail ed
nonthly to any customer with a bal ance greater than $10, 000.

The date the statenent was mail ed nust be annotated in the
Custonmer Text field in MIlennium along with any response
received fromthe custoner in reference to their statenent.

c. Letters nust be sent to the custonmer to docunent any
agreenents nmade during the telephonic interview. The letter wll
i nclude rel evant information concerning the past due invoice to
i nclude the anobunt and date the paynent was due.

Any comm tnents the custonmer nmade during the tel ephone
conversation is reported in the letter.

d. The Accounts Receivable staff nmust ensure that a second
tel ephone call is made and a letter sent within 30 days of the
custoner's failure to neet any commtnent nmade as a result of the
first contact.

Al'l tel ephone contacts with the custoner nust be docunented by
an entry into the Custoner Text field in MII|ennium

e. Followup calls and letters nust continue at a m ni nrum of
30-day intervals until the invoice is paid.

The FPI Controller may grant exenptions or nodifications to the
requi renent for foll ow up correspondence as requirenents and
ci rcunst ances dictate.

9. WRI TE- OFF PROCEDURES. After the procedures outlined in
Section 9 have been conpl eted, but no sooner than 150 days from
the billing date, the Accounts Receivable section staff
responsible for collecting that invoice nust determ ne the

l'i kel i hood of collection and, if applicable, reconmend to the
Deputy Controller that the invoice be witten-off.
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a. Invoices that are not collectible may be witten-off and
charged agai nst the All owance Account or Bad Debt Expense when
applicable. Invoices to be witten-off nust be approved by the

appl i cabl e approving official:

$0 - 10, 000 FPI Deputy Controller
$10, 001 - 50, 000 FPI Controller
$50, 001 - or nore Assi stant Director, |E&VT

b. Al invoices submtted to be witten-off initially are to
be routed through the Deputy Controller responsible for accounts
receivable. Before an invoice is submtted to the Deputy
Controller for consideration to be witten-off, the Accounts
Recei vabl e Section staff submtting the invoice nust ensure that
the following information is docunented in the Custoner Text in
M Il enni um

| nvoi ce Nunber

Cust oner Nane

Dol | ar amount to be witten-off

Reason(s) for non-paynent

Coll ect Efforts

Reason(s) invoice are considered uncollectible.

NN NN NN

Phone | ogs and correspondence to the custoner may suffice as
appropriate docunentati on.

c. The Accounts Receivable staff nust use the Credit
Menorandumin MIlenniumto wite-of f an accounts receivabl e.

The foll ow ng statenent nust be certified by the Accounts
Recei vabl e Section staff responsible for collecting the invoice
as approved by the appropriate official indicated above.

"I certify that the required attenpts have been nmade to
coll ect the anbunt in question and that this dollar anmount
is not collectible".

Certification: Dat e:

Nanme and Title

Appr oval : Dat e

Nanme and Title
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d. After approval, the docunentation will be returned to the
accounts receivable staff who will wite-off the approved anount
in MIIennium

The foll owm ng General Ledger (G L) Accounts (Acct) wll be
af f ect ed:

Debit G L Acct: 131900 Al | owance for Doubtful Accounts
Credit G L Acct: 131000 Account s Recei vabl e, Gover nnent
Billings

If G L Acct 131900, Allowance for Doubtful Accounts does not
contain a dollar anmobunt equal to or greater than the wite-off,
then G L Acct 628100, Bad Debt Expense will be debited.

If the invoice is subsequently collected, GL Acct 618100, Bad
Debt Expense will be credited and G L Acct 111000, Cash -
Operating, or other appropriate account will be debited.

10. RECEI VABLES ONE YEAR PAST DUE. All receivables nore than
one year old, regardless of value, are to be witten-off after
approval and docunentation in accordance with the procedures
outlined above. Centralized Accounts Receivable staff nust
request an exenption fromthe Deputy Controller for any

recei vabl es over one year old that has not been witten-off, and
such requests nust be docunented in the Custoner Text field.

Such requests for exenptions nust contain clear justification
regarding the probability of collection of the past due invoice.

11. VALUATI ON OF ACCOUNTS RECEI VABLE. To ensure that accounts
recei vabl e are reasonably stated, the Accounts Receivabl e section
must estimate quarterly an allowance for doubtful accounts based
upon a percentage of the accounts receivable in the 120 day and
over category bal ance.

This estimate is to be calculated using the foll ow ng table:

Busi ness Area Per cent age
El ectronics 10%
G aphi cs 10%
Furni ture 15%
Systens Furniture 15%
Met al s 10%

Textil es 10%
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At the end of each quarter the amount in G L Acct 131900,

Al | owance for Doubtful Accounts nmust be conpared to the estinate
previously established. The difference between the bal ance and

the estinmate nmust be charged to the all owance and of fset agai nst
G L Acct 628100, Bad Debt Expense.

/sl
Kat hl een Hawk Sawyer
Director



