MEMORANDUM Agenda Item No. g(g) (1)(B)

TO: Honorable Chairman Joe A. Martinez DATE: September 1, 2011
and Members, Board of County Commissioners

FROM: R. A. Cuevas, Jr. / SUBJECT: Resolution authorizing accounts
County Attorney receivable adjustment for multiple
fiscal years of certain Miami-Dade
County departments’ uncollectible
accounts receivable in the aggregate
of $7,643,412, pursuant to
Administrative Order 3-9

The accompanying resolution was prepared by the Finance Department and placed on the agenda
at the request of Prime Sponsor Commissioner Lynda Bell.

x S, J.
County Attorney
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Memorandum

Date: September 1, 2011
To: Honorable Chairman Joe A. Martinez
and Members, Board of nty Commissiongrs
. /‘1
From: Alina T. Hudak ° ( é&ﬂ(
County Manager e |
Subject: Resolution Authorizing Accounts Receivable Adjustments

Recommendation

It is recommended that the Board of County Commissioners (Board) approve the attached resolution
authorizing the accounts receivable adjustments of certain outstanding accounts receivable amounts
totaling $7,643,412 in accordance with Administrative Order 3.9. This authorization is necessary to
adjust the County’s general ledger to adequately reflect accounting records.

Scope
The impact of this agenda item is countywide since it affects County departments that provide

countywide services. This agenda item adjusts the County’s general ledger through September 2007.
Next fiscal year, an agenda item will be brought to the Board to adjust the County’s general ledger for
fiscal years 2007-08 and 2008-09, and, thereafter, an agenda item to adjust the County’s general
ledger will be brought to the Board annually in accordance with industry best practices.

Fiscal Impact/Funding Source
This item does not have a fiscal or funding impact; the debts have been deemed uncollectable, but the

execution of the accounts receivable adjustments in this item do not change or limit the County’s ability
to continue pursuing those debts. County departments with high volumes of accounts receivable
regularly reserve a percentage of the receivables for doubtful accounts/bad debt expense. The
adjustments to accounts receivable items for departments presented in this item have been charged to
bad debt expense in order to properly and fairly match revenues and related expenditures to the
appropriate accounting period. Fund balances have already been adjusted to reflect the bad debt
expense. There is no fiscal impact to any of the County funds, and this item does not impair the
County's ability to continue pursuing any and all remedies as permitted by law.

Track/Record Monitor

County departments are responsible for tracking and monitoring accounts receivable. The County uses
a number of mechanisms to collect current and past due outstanding balances. Most balances are
collected through normal billing and collection activities, including invoicing on a scheduled basis and
department/customer contact activities. Additionally, for balances that have been delinquent for longer
periods of time and collection efforts unsuccessful, County departments often engage the Finance
Department’s Credit and Collections Section or outside collection agencies to pursue further collection
efforts as permitted by law. All accounts referred to the Credit and Collection Section are maintained in
a database for future collections via any and all means permitted by law. Revenues from stale accounts
will be used to fund reserves. Uncollected debts are only considered for accounts receivable
adjustments when staff has exhausted all reasonable measures and believes that further actions —
whether by County staff or private debt-collection contractors —are unlikely to result in sufficient
collections to offset the cost of further efforts. Nonetheless, the County will continue to pursue remedies
as permitted by law.
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Honorable Chairman Joe A. Martinez
and Members, Board of County Commissioners
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A revised implementing order related to adjustments of accounts receivable would require monthly
departmental reconcilements of accounts receivable to the County’s general ledger. This implementing
order has been placed on the same Board agenda for your consideration. The aging of these amounts
will be monitored through a measure that will be added as a component of each departmental
scorecard used in monitoring the performance in strategic initiatives.

Background
From time to time in the normal course of business, amounts owed to the County become past due

(30+ days late). In some cases, these amounts become delinquent (90+ days late), which greatly
reduces the probability that the debts will be collected in full. These accounts receivable include
customer billings for services rendered; unpaid fees, fines or penalties from permits, licenses or
violations; and receivables from loans, mortgages or long-term contracts. In these cases, the County
establishes an allowance for doubtful accounts to appropriately reflect anticipated revenues on its
books. This is a standard practice for both public and private entities and reflects responsible and
accurate accounting.

The County uses a number of mechanisms to collect current and past-due outstanding balances. Most
balances are collected through normal biling and collection activities, including invoicing on a
scheduled basis and departmental customer-contact activities. Additionally, for balances that have
been delinquent for longer periods of time and collection efforts unsuccessful, County departments
often engage the Finance Department’s Credit and Collections Section or outside collection agencies to
pursue further collection efforts as permitted by law. All accounts referred to the Credit and Collection
Section are maintained in a database to pursue any and all remedies permitted by law. Despite
continuous collection efforts, however, it is generally accepted in both the public and private sectors
that a portion of the delinquent balances will not be recuperated and will necessitate an adjustment to
the accounts receivable.

Generally Accepted Accounting Principles (GAAP) require that when the value of an asset is impaired,
it be removed from the accounting system used in the preparation of financial statements to provide a
fair representation of financial position. In the instance of accounts receivable deemed fully
uncollectible for financial reporting purposes, the act of adjustment of an account in no way affects the
County’s legal rights in pursuing and securing delinquent account balances as permitted by law. The
County wilt continue its efforts to collect the amounts due, including legal action where practicable, until
an equitable restitution is made or agreed upon where possible. This activity, in other words, does not
represent abandonment of debt collection, but a necessary and responsible step to ensure our financial
reports accurately represent only anticipated revenues that the County can reasonably expect to
collect. This agenda item adjusts the County’'s general ledger through September 2007. Next fiscal
year, an agenda item will be brought to the Board to adjust the County’s general ledger for fiscal years
2007-08 and 2008-09, and, thereafter an agenda item to adjust the County’s general ledger will be
brought to the Board annually in accordance with industry best practices.

Ordinance 99-162 established a “Registry of Delinquent Contractors,” which departments are required
to review prior to entering into a contract. Individuals or entities in arrears under any individual contract,
final appealable judgment, or lien with the County that exceeds $25,000 and delinquent for more than
180 days, must first pay the amounts owed to the County or make suitable arrangements to pay.

Appendix 1 summarizes the detailed information provided in attachments A-B, including the department

name, fiscal years covered in accounts receivable adjustment total, number of accounts, account
receivable total amount of revenues generated during that timeframe, percent of revenues being
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Honorable Chairman Joe A. Martinez
and Members, Board of County Commissioners

Page 3

adjusted versus total period revenues, as well as a brief high-level description of the receivable types.
Staff cross-referenced all accounts receivable adjustments against the County’s perscnnel databases
to ensure that all collection actions were exhausted as permitted by law prior to presenting this item for

consideration.

Appendix 2 details information for each of the departments included in Appendix 1.

Jwmir—

County Executive Offite
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Appendix 2

Community Action Agency (CAA)

The Community Action Agency’s Transportation Unit provides transportation services to economically
disadvantaged individuals, field trips and medical and dental visits for Head Start students and field
trips for seniors, community groups and other community organizations. The organization is billed for
the service provided immediately following the completion of the trip. The proposed accounts receivable
adjustments are accounts reflecting receivables from 2002 through 2007. Collection efforts include
monthly statements, letters, and phone calls. CAA maintains and distributes a listing, updated monthly,
of delinquent customers, to prevent further use of transportation services until the account is paid in full.
In addition, appropriate uncollectable accounts are referred to the Finance Department’s Credit and
Collection Section to pursue any and all remedies as permitted by law.

Housing and Community Development (HCD)

HCD currently carries on its books a number of accounts receivable that include accounts from other
departments, including the Urban Economic Revitalization Task Force, Miami-Dade Public Housing
Agency (formerly Miami-Dade Housing Agency) and the Empowerment Zone.

The proposed accounts receivable adjustments are accounts reflecting receivables from various
lending programs for businesses and individuals from 1996 through 2007. Collection efforts include
monthly statements, letters, phone' calls, and where appropriate, referral to the County Attorney’s
Office. In addition, appropriate uncollectable accounts are referred to the Miami-Dade Finance
Department’s Credit and Collection Section to pursue any and all remedies as permitted by law.

DEEDCO Loans )

The DEEDCO business loans were made in the mid 1980’s and early 1990’s. The businesses
have closed. In early 2000, at the request of the then Office of Community and Economic
Development (OCED) Director Tony Crapp, Sr., the Finance Department performed an analysis
of the DEEDCO portfolio. In addition, the County Attorney’s Office opined on the files and
probability of further collection through legal action. It was concluded that the statute of
limitations expired, thus no legal action can be filed. All the DEEDCO loans are more than 120
days past due and, due to the expiration of the statute of limitations, are all recommended to be
written off.

Community Development Revolving Loan Fund Loans (CDRLF)

The CDRLF business loans were made in the early 2000’s. The program was designed to
provide opportunities for borrowers who would not qualify for traditional private loans. These
loans were inherently high-risk; a policy determination was made that the program’s value
justified the risk. As such, some defaults and corresponding adjustments to accounts receivable
are expected. All the businesses that borrowed funds cited in this item are now closed, but the
loans had personal guarantors. The loans were sent to an outside collection agency in 2003.
After the collection agency exhausted its efforts, it was determined that more intensive collection
measures had to be taken; the files are now with a different outside collection attorney. Two
borrowers could not be located (Platinum PCS and Katma Enterprises), so legal action cannot
be filed. One borrower (Fergo Universal), had a guarantor that filed for bankruptcy, so no further
legal action can be taken. The other three files are with the outside collection attorney. There is
a judgment against the guarantor of Diaspora Foods in favor of Miami -Dade County; the
collection attorney is in the process of filing legal action to garnish wages. The guarantor of Viva
La Guayabera has been served, and the collection attorney is in the process of legal action. The
guarantors of Torvell, Inc., were recently located, and the collection attorney will be initiating
legal action. The six CDRLF loans that are being recommended for write off are more than 120
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Appendix 2

days past due; they represent 19.6 percent of the CDRLF portfolio. Collections efforts will
continue to pursue any and all remedies as permitted by law.

Homeownership, Rehab and Developer Loans

The recommended loan write-off of the homeownership, rehabilitation, and
developer loans were a result of first-lender foreclosures. Miami-Dade County
loans are second mortgages and usually not protected in first lender foreclosure
actions, over which HCD has no control. Most of the remainder of write-offs were
due to early pay-offs, including incentive reductions for such payoffs. The multi-
family loan write-offs were first-lender foreclosures and settlements as a result of
financial shortfalls in the projects.

In order to help reduce losses in the future, HCD has tightened the underwriting
criteria of the current business loan portfolios to require a higher debt service
coverage ratio, more secure collateral, monthly follow up and assurance that all
loans have personal guarantees. In addition, HCD has allocated SHIP funds for
foreclosure prevention through counseling agencies. Miami-Dade County
continues to assist customers with the Fresh Start Program, forbearance
agreements, and payment deferments during this economic crisis.
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MEMORANDUM
(Revised)

TO: Honorable Chairman Joe A. Martinez DATE: Septembef 1, 2011
and Members, Board of County Commissioners

FROM: R. A. Cuevas, Jr. , C;,‘ SUBJECT: Agenda Item No. 8(E) (1) (B)
County Attorney

Please note any items checked.

“3.Day Rule” for committees applicable if raised
6 weeks required between first reading and public hearing

4 weeks notification to municipal officials required prior to public
hearing :

Decreases revenues or increases expenditures without balancing budget
Budget required
Statement of fiscal impact required

Ordinance creating a new board requires detailed County Manager’s
report for public hearing

No committee review

Applicable legislation requires more than a majority vote (i.e., 2/3’s ,
3/8’s , unanimous ) to approve

Current information regarding funding source, index code and available
balance, and available capacity (if debt is contemplated) required
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Approved Mayor Agenda Item No. 8(E) (1) (B)
Veto 9-1-11
Override

RESOLUTION NO.

RESOLUTION AUTHORIZING ACCOUNTS RECEIVABLE
ADJUSTMENT FOR MULTIPLE FISCAL YEARS OF
CERTAIN MIAMI-DADE COUNTY DEPARTMENTS’
UNCOLLECTIBLE ACCOUNTS RECEIVABLE IN THE
AGGREGATE OF $7,643,412, PURSUANT TO
ADMINISTRATIVE ORDER 3-9
WHEREAS, the Finance Department has compiled a listing of all accounts receivable
from the Community Action Agency and Housing and Community Development (the “County
Departments”), which in the aggregate equal $7,643,412, and has been deemed by each County
Department Director as uncollectible; and
WHEREAS, pursuant to Administrative Order 3-9, accounts receivable adjustments in
excess of $500 are to be reviewed and approved by this Board; and
WHEREAS, an accounts receivable adjustment would provide for the elimination of
customer accounts from the accounting records, it does not preclude continuing collection
efforts, to the extent deemed practicable, as stated in Administrative Order 3-9; and
WHEREAS, customers for whom accounts have been declared uncollectible shall not be
considered for future business relationships with the County until restitution has been made or
agreed to; and
WHEREAS, this Board desires to accomplish the purposes outlined in the accompanying
memorandum, a copy of which is incorporated herein by reference,
NOW, THEREFORE, BE IT RESOLVED BY THE BOARD OF COUNTY
COMMISSIONERS OF MIAMI-DADE COUNTY, FLORIDA, that;

Section 1. The foregoing recitals are incorporated in this resolution and are approved.

“



Agenda Item No. 8(E) (1) (B)
Page No. 2

Section 2. The Board approves the adjustments to the accounts receivable set forth in
the County Manager’s memorandum in the aggregate amount of $7,643,412, pursuant to
Administrative Order 3-9.

The foregoing resolution was offered by Commissioner ,
who moved its adoption. The motion was seconded by Commissioner
and upon being put to a vote, the vote was as follows:

Joe A. Martinez, Chairman
Audrey M. Edmonson, Vice Chairwoman

Bruno A. Barreiro Lynda Bell

Esteban L. Bovo, Jr. Jose "Pepe" Diaz
Sally A. Heyman Barbara J. Jordan
Jean Monestime Dennis C. Moss
Rebeca Sosa Sen. Javier D. Souto

Xavier L. Suarez

The Chairman thereupon declared the resolution duly passed and adopted this 1% day of
September, 2011. This resolution shall become effective ten (10) days after the date of its
adoption unless vetoed by the Mayor, and if vetoed, shall become effective only upon an

override by this Board.

MIAMI-DADE COUNTY, FLORIDA
BY ITS BOARD OF
COUNTY COMMISSIONERS

HARVEY RUVIN, CLERK

By:
Deputy Clerk

Approved by County Attorney as (S p(
to form and legal sufficiency. &

Juliette R. Antoine

(O



- Attachment A

Community Action Agency
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Attachment B

Office of Housing and Community
| Development
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