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It is our responsibility to identify, monitor, and manage risk in our organizations.  We have a responsibility to our citizens, creditors, and other financial report users, to protect tax dollars, government and federal funds, and our organization’s reputation. An internal control system provides reasonable assurance that our work is: accurate and free from bias; not misleading; is prepared in accordance with the highest standards; and complies with all applicable laws, regulations, and generally accepted accounting principles.

There are many reasons for placing controls in various points in these processes that may appear bureaucratic, but are necessary to ensure internal control guidelines are followed and there is accountability to the taxpayers.  This document does not address all possible circumstances that need to be considered when establishing internal controls or assessing risk. Each agency is responsible for reviewing their business practices and processes to determine where risks exist and where and how controls can be established to mitigate them.


State of Utah Accounting Policies and Procedures:
FIACCT 06		Receivables
	

Control Objectives:

1.	Proper segregation of duties should exist to safeguard assets and provide appropriate checks and balances.
2.	Revenues and receipts should be received, recorded, and properly deposited in a timely manner.
3.	Collections of receivables should be in accordance with applicable laws and regulations and the accounting and recordkeeping of such receivables should be fair, accurate, and in accordance with law and Generally Accepted Accounting Principles.
4.	The amounts of revenues recorded should be reasonable in relation to applicable legislation and related data such as prior year's statistics, number of licenses issued, contractual agreements, etc.
5.	Prompt and accurate recording of all receivables should be maintained.
6.	The ability to determine and report sources and age of receivables should exist.
7.	Continuous and timely attempts should be made to collect on accounts when due. Ongoing collection beyond 90 days (60 days past due) should be made on delinquent accounts through the State Office of Debt Collection.
8.	The portion of receivables that may not be collected should be identified.
9.	Validity of write-offs, and settlement, or forgiveness of receivables should exist.
10.	Payments should be collected, controlled, and reported in a manner consistent with State laws and regulations.
11.	Effective accounting controls over receivables should be maintained.
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12.	Personnel are adequately trained and have written procedures on how to process receivable transactions.
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Segregation of Duties 
Segregation of duties is one of the most important features of an internal control plan. The fundamental premise of segregated duties is that an individual or small group of individuals should not be in a position to initiate, approve, undertake, and review the same action. These are called incompatible duties when performed by the same individual. Examples of incompatible duties include situations where the same individual (or small group of people) is responsible for:
· Managing both the operation of and record keeping for the same activity.
· Managing custodial activities and record keeping for the same assets.
· Authorizing transactions and managing the custody or disposal of the related assets or records.

Stated differently, there are four kinds of functional responsibilities that should be performed by different work units, or at a minimum, by different persons within the same unit:
1.	Custody of assets involved: This duty refers to the actual physical possession or effective physical control/safekeeping of property.
2.	Recording/entering transactions: This duty refers to the accounting or record keeping function, which in most organizations, is accomplished by entering data into a computer system.
3.	Approval/authorization to execute transactions: This duty belongs to persons with authority and responsibility to initiate and execute transactions.
4.	Regular reviews and reconciliation of existing assets to recorded amounts: This duty refers to making comparisons at regular intervals and taking action to resolve differences.

The advantage derived from proper segregation of duties is twofold:
· Fraud is more difficult to commit because it would require collusion of two or more persons, and most people hesitate to seek the help of others to conduct wrongful acts.
· By handling different aspects of the transaction, innocent errors are more likely to be found and flagged for correction.

The top receivable safeguards include the segregation of the following activities: 
●	Individuals who bill or account for receivables should not write off uncollectible accounts.
●	Individuals responsible for the functions of billing, recording, and accounting for receivables should be separate from those responsible for handling/receiving payments.


INSTRUCTIONS

Each State agency or division is to complete the Receivables - FINET Internal Control Questionnaire for each business area that utilizes FINET to help perform billing/account receivable functions (billing, recording, accounting, collecting, depositing, and writing off uncollectible accounts). A business area may not handle all functions, in which case “N/A” would be marked. Most agencies should be able to complete this questionnaire for all business areas at one time. If this is not practical in large agencies, please coordinate the completion schedule with the DAS Division of Finance.

At a minimum, one Receivables - FINET ICQ should be completed for each agency/department for receivables processed through FINET.  If your agency is large or decentralized, then one ICQ may be needed for each separate division for receivables processed through FINET.  This ICQ is not for Receivable systems outside of FINET, even if the system eventually or periodically interfaces with or feeds into FINET.
The ACT representative (or the internal control contact if delegated by the agency) for each agency will need to do the following:  (1) attend the monthly ACT meetings, (2) complete the ICQs or distribute the ICQs to those who will complete them, (3) gather the completed ICQs back up after they are completed, (4) have the Chief Financial Officer, Director of Finance or Comptroller of the agency review and approve them, (5) send the completed and approved ICQs electronically back to the Division of Finance, and (6) send the completed and approved ICQs to the agency’s internal auditors, if your agency is required by the Internal Audit Act to have an internal audit function.  Please submit this ICQ electronically to any employees listed on the Division of Finance Internal Control website - as either a Word (.docx) or scanned (.pdf) document attached to an email.  When the names of the people approving the ICQ are typed into the signature page of the document, the agency is representing that those individuals saw and approved the completed ICQ.
The Chief Financial Officer, Director of Finance, or Comptroller for each agency will need to do the following:  (1) determine which and how many ICQs are needed, (2) review and approve each ICQ after they are completed, (3) have the agency head/executive director review and sign/acknowledge them, (4) determine which optional ICQs will be completed.

Please answer each question by checking the appropriate box (either Yes, No, or N/A). A “No” response identifies an internal control weakness or that the control is achieved with another compensating control. Please describe in the Comments field a detailed explanation for each “No” answer:
· The plan to resolve the weakness including the estimated date of completion, or
· The compensating control(s) and why they adequately compensate for the “No” response.
ICQs containing “No” responses, but without adequate and complete explanations, will be sent back to the agencies for revision and resubmission to State Finance. Compensating controls are appropriate for ICQ questions not involving compliance (such as segregation of duties); however, for laws, rules, and State policies, coming into compliance is the only solution for noncompliance.   If the question is “NA” because the agency is specifically exempted by statute, then the statutory citation should be provided in the “Comments” column.  “N/A” responses, when the reason is not readily apparent, also need an explanation.
For system and internal control documentation purposes, agencies may want to add a brief description of the control/procedures for “yes” responses.

Smaller agencies with few employees for proper segregation of duties
For “No” responses due to smaller organizations with fewer staff, making proper segregation of duties more difficult, compensating controls must be included in the “Comments” column.  Comments such as “Limited staffing” or “We do the best we can with the resources we have” are insufficient.  Limited staffing is not a good reason for agency management to accept internal control weaknesses.  In many, if not most cases, the agency should explain how it is going to increase “supervision” in the applicable area to compensate for the noted weakness in segregation of duties.  However, supervision is not the only way to compensate for segregation of duties internal control weaknesses.

When an ICQ question is worded in such a way that it does not apply exactly to the agency’s situation, please attempt to apply the meaning or purpose of the question to the agency’s situation.

For more information about the Internal Control Program and these Internal Control Questionnaires, or for contact information of the coordinator of this program, see the State Division of Finance website, http://finance.utah.gov/.  Then, click on “Internal Control.”
Complete the certification on the last page for each ICQ completed. 






FINET RECEIVABLES

If your agency has not had any Receivables and has not had any situations necessitating the billing of non-State customers or State agencies, then please note this fact on the last page (signature page) of this ICQ, get the necessary signatures for this ICQ, and submit this ICQ to DAS Finance without answering the questions.



	
	Yes
	No
	N/A
	Comments

	A. FINET usage and training; non-FINET systems  
	
	
	
	

	1.
	When billing non-State customers and State entities NOT on FINET (e.g., State colleges, universities, applied technology centers, State Fair Corporation), does this agency ONLY use FINET to record, bill, account, control, measure, and report its detailed receivables (See State policy FIACCT 06-01.00 (A) & (C))?

	
	
	
	

	2.
	Note:  If the answer to Question No. 1 is “N/A,” because your agency never has receivable billings, or if the answer is “No” because your agency has a written exemption from the State Division of Finance, then skip the remaining questions, note this fact on the last page (signature page) of this ICQ, get the necessary signatures for this ICQ, and submit this ICQ to DAS Finance.

	
	
	
	

	3.
	When billing State agencies which use FINET, does this agency ONLY use the FINET Internal Transaction process to record transactions between State agencies (See State policy FIACCT 06-01.00 (D))?
	
	
	
	

	4.
	If this agency uses a system other than FINET, has this non-FINET system been approved in writing by the State Division of Finance (See State policy FIACCT 06-01.00 (A)?

	
	
	
	

	5.
	Have all employees that process documents in FINET completed FINET specific training for the receivable system?
	
	
	
	

	B. Segregation of Duties
	
	
	
	

	6.
	Are responsibilities for billing (i.e., assessing a fine or fee, initiating, negotiating or adjusting an amount to bill) segregated from those physically receiving or handling cash receipts?

	
	
	
	

	7.
	Are responsibilities for accounting (i.e., record, bill, account, and control) segregated from those physically receiving or handling cash receipts?


	
	
	
	

	8.
	Are there written agency procedures in the event that billing or accounting personnel are physically given cash receipts?
	
	
	
	

	9.
	Does this agency have written procedures that require someone without access to cash receipts to review documentation and records to ensure that cash receipts have been properly receipted, deposited, and recorded (See State policy FIACCT 13-00.00 (A.1))?
	
	
	
	

	
	
	
	
	

	C. Procedural Controls
	
	
	
	

	10.
	Are there agency written procedures that cover the processes of billing, receivable recording, and cash receipts? 
	
	
	
	

	11.
	When the State has an enforceable legal claim to an asset that has not been received, is a receivable entry generated and billed promptly for the amount due (generally within 5 business days)
(See State policy FIACCT 06-01.00)?
	
	
	
	

	12.
	For departments and divisions receiving federal funds through the federal drawdown process, are all drawdowns recorded in FINET with the request date recorded on the receivable and receipt date on the referencing cash receipt (See State policy FIACCT 06-01.00 (B)?
	
	
	
	

	13.
	Are reviews of open receivables regularly completed to ensure amounts due are actually being collected?
	
	
	
	

	14.
	Unless stated in statute, are all changes in existing fees presented at a public hearing and then reviewed and approved by the Legislature body before being implemented (See UCA 63J-1-504)?
	
	
	
	

	15.
	For a new program created by the Legislature that is to be funded in part or total by one or more new fees, are these new fees presented at a public hearing and then reviewed and approved by the Legislature at the next Legislative special or general session (See UCA 63J-1-504)?
	
	
	
	

	
	
	
	
	

	D.  Verification
	
	
	
	

	16.
	Before yearend, do agency procedures include reviewing receivables to ensure proper write-offs / adjustments are made?

	
	
	
	

	17,
	For agency specific FINET balance sheet receivable accounts, do agency procedures include regular reconciliation of subsidiary receivable balances with these balance sheet accounts?
	
	
	
	

	18.
	Are there controls in the billing process to ensure individual receivable records are posted only from authorized source documents?
	
	
	
	

	19.
	Are authorized source documents for receivables retained?
	
	
	
	

	20.
	Prior to grant drawdowns are there specific procedures and controls that are followed to assure compliance with grant requirements?
	
	
	
	

	21.
	Do agency procedures include comparing current year revenues and receivables to prior years, and are anomalies explained by someone outside the receivable process?
	
	
	
	

	22.
	Are explanations for anomalies reviewed by senior level accounting officers?
	
	
	
	

	
	
	
	
	

	E. Billing
	
	
	
	

	23.
	Do agency procedures include prompt notification by operational personnel to accounting personnel for billings, billing adjustments, and other receivable activity (generally within 5 business days)?
	
	
	
	

	24.
	Are the FINET produced invoices or statements sent to customers?
	
	
	
	

	25.
	If FINET invoices or statements are NOT sent, do customers receive non-FINET invoices or statements?
	
	
	
	

	26.
	If non-FINET invoices or statements are sent to customers, are customer name, address, and total billing amount compared to the FINET receivable by someone not involved with the non-FINET invoices or statements?
	
	
	
	

	27.
	If non-FINET invoices or statements are sent to customers, is the total of all invoices sent reconciled to the total receivables recorded on FINET?
	
	
	
	

	28.
	Are billings generated and invoices or statements sent to customers promptly (invoices, generally within 5 business days; statements, monthly)?

	
	
	
	

	29.
	Does the agency have a documented process to verify the completeness and accuracy of billings?
	
	
	
	

	30.
	Are there agency procedures to prevent interception or alteration of invoices or statements after preparation, but before mailing?
	
	
	
	

	31.
	Do agency procedures specify prompt investigation of disputes with billing amounts by an individual independent of receivables
record keeping?
	
	
	
	

	
	
	
	
	

	F. Collecting
	
	
	
	

	32.
	Are State accounting policies followed in actively pursuing past due receivables for 60 calendar days (See State policy FIACCT 06-01.13 (H))?

	
	
	
	

	33.
	Are State accounting policies followed in sending receivables over 60 days past due to Office of State Debt Collections for additional collection effort (See State policy FIACCT 06-01.13 (H))? 
	
	
	
	

	34.
	Is the receivable aging reviewed at least quarterly, if not monthly (See background section D in State policy FIACCT 06-01.13)?
	
	
	
	

	35.
	Is the aging of receivables reviewed by
supervising personnel?
	
	
	
	

	36.
	Do agency procedures include periodic review of receivable accounts for credit balances?
	
	
	
	

	37.
	Do agency procedures specify prompt investigation and resolution of over or under payments?
	
	
	
	

	
	
	
	
	

	G.  Non-Sufficient Funds Checks
	
	
	
	

	38.
	Are all NSF checks processed twice for deposit and then pursued for collection either by the agency or by the Office of State Debt Collection; or in lieu of collection, are the services or goods provided revoked or returned (See State policy FIACCT 06-01.12 (A) & (B))?

	
	
	
	

	39.
	In pursuing NSF collection, is the State accounting policy followed of recording a receivable including a $20.00 service charge within 5 business days of receiving the NSF check (See State policy FIACCT 06-01.12(D))?
	
	
	
	

	40.
	In pursuing NSF collection, is the State accounting policy followed of mailing the NSF check notice to the issuer within 5 business days of receiving the NSF check (See State policy FIACCT 06-01.12(D))?

	
	
	
	

	41.
	Is the State accounting policy followed that unless a payment plan is in place, NSF collection is turned over to the Office of Debt Collection after 30 calendar days (See State policy FIACCT 06-01.12 (I))?
	
	
	
	

	H.  WRITE-OFF Section
	
	
	
	

	42.
	Are State accounting policies followed in recording receivable allowances for doubtful accounts (See State policy FIACCT 06-01.14 (C, D & E))?

	
	
	
	

	43.
	Do agency procedures provide for promptly notifying management not involved in the collection function when accounts are deemed non-collectable?
	
	
	
	

	44.
	Do agency procedures require that all write-offs be first approved by the agency according to agency policy (See State policy FIACCT 06-01.12 (A))?
	
	
	
	

	45.
	Does management not involved in the receivable and collection functions formally approve write-offs or other reductions of receivables?
	
	
	
	

	46.
	Are State accounting policies followed in obtaining write-off approval from the Office of State Debt Collection? (See State policy FIACCT 06-01.12 (G) & (H))?
	
	
	
	



See next page for Certification Statement.




CERTIFICATION STATEMENT

For the agency and business area indicated on this form, we are providing this statement in connection with this internal control questionnaire for the purpose of acknowledging that we are aware of the risks and harms that might occur to the State if the agency has not established and/or does not follow strong internal controls. 

We confirm that we have accurately completed this questionnaire (and others if needed) and documented all compensating controls and corrective action plans for internal control weaknesses in accordance with the instructions provided.

Agency Name: ___________________________  	Division/Bureau: _____________________


Prepared by:		Date:	

Title:		Phone: _____________________________ 


Approved by Chief Financial Officer, Director of Finance or Comptroller: 

Approved by:		Date:	

Title:		Phone: _____________________________ 


Acknowledged by Agency Head/Executive Director:

Acknowledged by:		Date:	

Title:		Phone: _____________________________ 


Please submit this ICQ electronically to any employees listed on the Division of Finance Internal Control website - as either a Word (.docx) or scanned (.pdf) document attached to an email.  When the names of the people approving the ICQ are typed into the signature page of the document, the agency is representing that those individuals saw and approved the completed ICQ.

[Provide names of all preparers below if there is more than one]
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