OFFICIAL FILE COFY
CLERK OF THE BOARD
OF COUNTY COMMISSIONERS
MIAMI-DADE COUNTY, FLORIDA

MEMORANDUM Agenda Item No. 8(E) (1)(a)

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 $18,444,419, pursuant to

] Administrative Order 3-9
Resolution No. R-653-11

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

R. A. Cuebas, It
County Attorney

RAC/cp



Memorandum

Date: September 1, 2011 ,
To: Honorable Chairman Joe A. Martinez
and Members, Board of County Commissioners
From: Alina T. Hudak <
County Manager
e |7
Subject: Resolution AuthorizingAccounts 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 $18,444,419 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.




Honorable Chairman Joe A. Martinez
and Members, Board of County Commissioners
Page 2

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 billing 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 will 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-F, 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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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 personnel 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.

County Executive Office
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Appendix 2

Aviation Department

The Aviation Department currently carries on its books a number of accounts that are considered to be
uncollectible. The total of $5,349,916 represents 0.22 percent of aggregate billings during the period in
which these charges were incurred. Collection efforts included referring accounts to the County's
outside collection agencies and reporting delinquent accounts to the Miami-Dade County’s Finance
Department, pursuant to Administrative Order 3-29.

Seaport Department

The Seaport Department currently carries on its books a number of accounts that are considered to be
uncollectible. These accounts reflect receivables from various services from May 1983 through
December 2006. Collection efforts included monthly statements, e-mails, letters, phone calls, and
where appropriate, referral to the County Attorney's Office (CAO). The Seaport Department also
maintains and distributes a listing of delinquent customers, to prevent further use of services until paid.
In addition, appropriate uncollectible accounts will also be referred to the Finance Department's Credit
and Collection Section for additional collection efforts as permitted by law.

Solid Waste Management

The Department of Solid Waste Management (DSWM) currently reflects on its books uncollectable
accounts totaling $164,571 for three customers with balances in excess of $500 between FY 2001-02
through FY 2006-07. The account balances represent approximately .01 percent of DSWM's total
operating revenues during the period involved. These accounts have been the subject of extensive
collection efforts by the DSWM, the Credit and Collections Division of the Finance Department, and the
County Attorney's Office.

In all cases, the adjustments are for unpaid disposal fees incurred by the three companies during the
normal course of DSWM operations. Two of the companies are out of business. The third company has
been non-responsive. In one case, the assets of the company have been seized by the IRS; in another,
the balance remaining is after a court award. In all cases, the amounts are after any bond amounts
have been liquidated and applied to the outstanding balance.

The probability of collecting these balances is remote. There will generally be no further efforts to
collect these debts unless new information comes to light that would warrant such efforts. The act of
adjusting these balances in no way prejudices the County's legal rights to pursue further action should
there be a reason for doing so. DSWM, in accordance with generally accepted accounting principles,
regularly reserves for potential uncollectible accounts receivable by charging bad debt expense each
fiscal year. This is customarily done so that the expenses associated with uncollectible accounts are
properly matched against the revenues to which they relate. As such, the proposed adjustments have
been included previously in the depariment's cumulative reserve. Consequently, these adjustments will
not adversely affect DSWM's financial results or debt capacity.

Miami-Dade Transit (MDT)

MDT currently reflects on its books uncollectable accounts totaling $33,168 for seven customers. The
adjustments are for unpaid tokens and passes, damages to transit properties and court costs, during
the normal course of Transit's operations between 1996 and 2003. All four of the companies are out of
business, and the three individuals could not be located.

There will generally be no further efforts to collect these amounts due unless new information becomes

available that would warrant such efforts. The act of adjusting these balances in no way prejudices the
County's legal rights to pursue further action should there be a reason for doing so.

o



Appendix 2

Water and Sewer Department (WASD)

The accounts receivable reduction process does not preclude continued collection efforts. These
customers are not removed from the department’s billing systems; should they apply for new service in
the future, the County would have an opportunity to collect past due amounts.

The request for accounts receivable reductions consists of $7.8 million in retail accounts receivable and
$3.4 million in other accounts receivable (job orders-infrastructure damages, septic accounts, and
connection fees). In aggregate, this request represents less than 1 percent of annual billings and 1.4
percent of total customers.

In addition, over recent years the Department has implemented additional steps to improve collections:

» Monthly review of large outstanding balances

s Coordination of collections with the retail customer service division chief

» Process improvements to severance-related field activities, including cut-for-non-payments
» Implementation of stringent payment requirements

s Future re-alignment of meter reading districts to allow for greater field efficiencies

o Future acquisition of a mobile workforce management system

WASD collection processes for both retail and non-retail accounts receivable are pursuant to the
departmental rules and regulations. The department follows a two-year collection process allowing for
all possible collection efforts, which include application of customers’ deposits, notification via mail,
termination of services, lien process, cross referencing other County-wide accounts associated with the
customer, referral to an outside collection agency, and, if the account meets the criteria, for the
County’'s delinquent registry.



MEMORANDUM
(Revised)

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

FROM: R. A. Cuevas, Jr. ; SUBJECT: Agenda Item No. 8(E) (1) (A)

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 ,
3/5’s , unanimous .) to approve

Current information regarding funding source, index code and available
balance, and available capacity (if debt is contemplated) required

g A



Approved Mayor Agenda Item No. 8(E) (1) (R)
Veto 9-1-11

Override

RESOLUTION NO. R-653-11

RESOLUTION AUTHORIZING ACCOUNTS RECEIVABLE
ADJUSTMENT FOR MULTIPLE FISCAL YEARS OF
CERTAIN MIAMI-DADE COUNTY DEPARTMENTS’
UNCOLLECTIBLE ACCOUNTS RECEIVABLE 1IN THE
AGGREGATE OF $18,444,419, PURSUANT TO
ADMINISTRATIVE ORDER 3-9
WHEREAS, the Finance Department has compiled a listing of all accounts receivable
from the Aviation Department, the Seaport, Department of Solid Waste Management, Transit
Department, and the Water and Sewer Department (the “County Departments’), which in the
aggregate equal $18,444,419, 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,

NOVW, THEREFORE, BE IT RESOLVED BY THE BOARD OF COUNTY

COMMISSIONERS OF MIAMI-DADE COUNTY, FLORIDA, that:

9



Agenda Item No. 8(E) (1)(A)

Page No. 2
Section 1. The foregoing recitals are incorporated in this resolution and are approved.
Section 2. The Board approves the adjustments to the accounts receivable set forth in

the County Manager’s memorandum in the aggregate amount of $18,444,419, pursuant to
Administrative Order 3-9.

The foregoing resolution was offered by Commissioner Jose "Pepe" Diaz ,
who moved its adoption. The motion was seconded by Commissioner Reheca Sosa

and upon being put to a vote, the vote was as follows:

Joe A. Martinez, Chairman absent
Audrey M. Edmonson, Vice Chairwoman aye
Bruno A. Barreiro aye Lynda Bell aye
Esteban L. Bovo, Jr. aye Jose "Pepe" Diaz aye
Sally A. Heyman aye Barbara J. Jordan aye
Jean Monestime nay Dennis C. Moss aye
Rebeca Sosa aye Sen. Javier D. Souto  nay
Xavier L. Suarez absent

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

B Christopher Agrippa
y:
Deputy Clerk

Approved by County Attorney as
to form and legal sufficiency. (SKP(

Juliette R. Antoine



Attachment A

Aviation Department
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Attachment D
Transit Department
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Attachment E
Water and Sewer Department

(non-retail)



Schedule |
Miami-Dade County Water & Sewer Department
Other (Non-Retail) Accounts Receivable Greater Than $500
As of September 30, 2006

Write-Off Summary by Year with Percentages

Other Non- Retail
Write Off Write-Off As A % of

Year Billed* Amount™* Annual Billing
1994 10,821,000 $ 704.61 0.00651%
1995 13,061,000 8,169.68 0.06255%
1996 15,293,000 11,383.47 0.07444%
1997 16,651,000 160,087.34 0.96143%
1998 17,649,000 38,578.09 0.21859%
1999 17,834,000 239,074.21 1.34055%
2000 18,078,000 1,217,318.07 6.73370%]
2001 16,963,000 413,700.64 2.43884%
2002 16,996,000 134,836.70 0.79334%
2003 18,827,000 726,464.51 3.85863%
2004 18,896,000 210,887.49 1.11604%
2005 19,573,000 155,140.23 0.79262%
2006 20,450,000 170,925.96 0.83582%

$ 221,092,000 $ 3,487,271.00 1.57729%

* Billed information represents annual other non-retail revenue from WASD's yearly Financial

Statements.

** Write off amounts are for Unincorporated Miami Dade County. No Municipalities are
included in Write off from Other- Non Retail revenue sources.

Py
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Schedule |
Miami-Dade County Water & Sewer Department
Retail Accounts Receivable Greater Than $500 |

As of September 30, 2007
Write-Off Summary by Year with Percentages
Retail j}
Write Off Write Off As A % of
Year Billed* Amount Annual Billing
1981 50,439,000 623.62 0.00124%
1982 61,821,000 4,507.98 0.00729%
1983 - - 0.00000%
1984 90,126,000 5,266.44 0.00584%
1985 81,899,000 1,650.28 0.00202%|
1986 89,457,000 4,221.63 0.00472%
1987 104,064,000 6,210.04 0.00597%
1988 110,969,000 9,854.73 0.00888%
1989 115,132,000 815.82 0.00071%
1990 114,022,000 - 55,909.59 0.04903%
1991 129,878,000 50,292.67 0.03872%
1992 150,215,000 34,101.29 0.02270%
1993 172,597,000 59,181.75 0.03429%
1994 209,478,000 101,024.06 0.04823%
1995 244,404,000 47,230.38 0.01932%
1996 263,285,000 169,271.57 0.06049%
1997 283,447,000 711,611.66 0.25106%
1998 276,740,000 688,798.55 0.24890%
1999 283,057,000 578,860.82 0.20450%
2000 285,791,000 747,628.70 0.26160%
2001 269,274,000 584,909.17 0.21722%
2002 263,966,000 781,847.86 0.29619%
- 2003 273,710,000 722,757.83 0.26406%
2004 295,176,000 609,920.81 0.20663%
2005 297,374,000 504,897.81 0.16979%
2006 341,555,000 768,555.13 0.22502%
2007 330,475,000 576,450.63 0.17443%
$ 5,188,351,000 $ 7,816,400.82 0.15065%
See Schedule Il For Write-Off By Municipality

* Billed information represents annual retail revenue from WASD's yearly Financial

Statements.
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