BPW-2024-0529

DEPARTMENT OF PUBLIC WORKS
BUREAU OF SANITATION

OFFICE OF ACCOUNTING

JOINT BOARD REPORT NO.

CD: ALL

REMOVAL OF UNCOLLECTIBLE ACCOUNTS RECEIVABLE BALANCES OF LESS
THAN $5,000 OWED BY INDUSTRIAL USERS

RECOMMENDATION

Forward this report to the Collections Board of Review and request to authorize the Director and
General Manager of LA Sanitation and Environment (LASAN) and the Director of the Office of
Accounting to administratively remove from their accounts receivables and other City records the
delinquent industrial wastewater fee balances that are less than $5,000, more than three (3) years
old, and owed by Industrial Users (IUs) with inactive industrial wastewater permits, as listed in the
Transmittal, for a total of $271,671.13.

TRANSMITTAL

1. Inventory of inactive industrial wastewater permits with delinquent Industrial Waste (IW)
fee balances of less than $5,000 and that are older than three years in age.

FISCAL IMPACT STATEMENT

The write-off of uncollectible delinquent accounts will not impact the City’s General Fund because
the accounts receivable is associated with the Sewer Construction and Maintenance Fund.

DISCUSSION

Background

The Industrial Waste Management Division (IWMD) of LASAN regulates and monitors the
discharge of industrial wastewater to the City's wastewater conveyance systems and water
reclamation facilities. IWMD is also responsible for the determination and collection of IW fees to
recover the City's costs in providing the required level of service, including permitting, monitoring,
and control of the 1Us, and to provide the required level of wastewater treatment and disposal at
the City’s water reclamation plants.

The Office of Accounting is responsible for the posting of all payments and adjustments, tracking
all accounts receivables, and generating monthly reconciliation reports for the wastewater
program. The reconciliation reports identify the collection rates for various accounts and funds in
the program including the IW fees.
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Collection Activity

IWMD also oversees operation and maintenance of the City's Industrial Waste Billing (IWB)
system. LASAN invoices all IlUs in arrears on a quarterly basis and generates invoices (Regular
Invoice), which are due and payable on the first of January, April, July, and October of each year.
IUs are then required to pay these invoices within 30 days or before the "delinquent" date of the
first of February, May, August, and November, respectively. Failure to pay the invoices before the
delinquency date results in an addition of a 2.5% delinquency charge to the IUs delinquent
balance. LASAN additionally generates a second invoice (Delinquent Invoice) and a third invoice
(Demand for Payment) to notify the IUs of their outstanding IW fees. LASAN further issues a
Notice of Violation (NOV) for nonpayment if an IU fails to pay the required fees. LASAN has also
implemented a payment plan program to assist delinquent IUs to pay their outstanding fees.
IWMD administers this program. During the COVID-19 pandemic, LASAN implemented the
COVID-19 IW Fee Relief Program to assist the IUs by removing the delinquency fees incurred for
the 1st and 2" billing quarters of calendar year 2020.

On the average, IWMD bills 14,000 IUs each quarter. Generally, 75% of the 1Us billed pay in a
timely manner while the remaining 25% are delinquent. However, about 20% of those IUs
continue to remain delinquent are referred to collection agencies under contract with the City. All
delinquent accounts with balances of less than $5,000 are referred to a primary collection agency
45 days from the delinquency date. The primary collection agency, upon receipt of the referrals,
makes every effort to locate the debtors to collect the unpaid fees and returns the remaining
uncollected accounts to LASAN after a nine (9)-month period. All accounts returned by the
primary collection agency are referred to a secondary collection agency. Upon receipt of the
referrals, the secondary collection agency similarly makes every effort to locate the debtors to
collect the unpaid fees and returns those accounts that remain uncollected to LASAN after a six
(6)-month period. The reasons that an account is determined to be uncollectible include expiration
of the three (3)-year statute of limitations, inability to locate the debtor, or the debtor filing for
bankruptcy protection. The recommended write-off will not prejudice the position of the City to try
to collect such debts in the future and is recommended when all reasonable collection efforts have
been exhausted.

Current Status

The transmittal lists inactive (canceled) industrial wastewater permits with an outstanding balance
of less than $5,000 that are older than three (3) years. For these accounts, LASAN has made
every effort to collect the aforementioned debts; however, the three (3)-year statute of limitation
for collection of these debts has expired. LASAN also sends a “Closing Invoice Letter” to the
delinquent IUs whose debts are uncollectible stating the amount owed. Currently, there are 1,525
such unpaid invoices with a total outstanding debt balance of $271,671.13. The total outstanding
debt balance includes a principal balance of $222,529.07 and $49,142.06 in delinquency fees.

Authority to Write Off Uncollectible Debts

The Los Angeles Municipal Code (LAMC) Chapter |, Section 11.04 provides the authority for
writing off and canceling uncollectible debts owed to the City when an account or debt is deemed
uncollectible.



BUREAU OF SANITATION
OFFICE OF ACCOUNTING
JOINT BOARD REPORT NO.

PAGE 3

The LAMC also provides for the submission of uncollectible debts to the Board of Review, whose
members include the Office of Finance, the City Administrative Officer, and the City Controller,
for its approval to remove such debts from the City's accounts receivable records. Writing off such
debts with a balance of less than $5,000 does not require approval of the City Council.

LASAN and the Office of Accounting recommend approval of this report to allow the IWB system
to reflect the correct “accounts receivable” balances and to delete from the system those accounts
that are found to be uncollectible. This is an important step to ensure that the financial statements
for the Sewer Construction and Maintenance Fund are accurate.

CONCLUSION

LASAN has made every effort to collect the aforementioned debts; LASAN is unable to locate the
debtor; the write-off will not prejudice the position of the City to try to collect such debts in the
future; the three (3)-year statute of limitations for collection has expired; and, the LAMC provides
the authority to remove such debts from the City’s records. Considering the above, it is
recommended that the Board approve this report to set in motion the required process to
administratively remove all such debts from the City's accounts receivable records.

PROJECT REVIEW COMMITTEE/DIRECTOR (PRC/PRD) APPROVAL

No PRC/PRD is required.

STATUS OF FINANCING

There will be no impact to the General Fund. Approval to remove uncollectible accounts receivable
balances of less than $5,000 owed by Industrial Users will result in loss of revenue in the amount
of $271,671.13 to the Sewer Construction and Maintenance Fund.
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REVIEWED AND APPROVED BY:

Ssre Bhog=

Sarai Bhaga (Aug 16, 2027°14:23 PDT)

Respectfully submitted,

Baste Jownr—

SARAI BHAGA, Chief Financial Officer
Bureau of Sanitation
Date:

APPROVED AS TO FUNDS:

il i

MIGUEL DE LA PENA, Director

Office of Accounting
Date: 8/26/2024

Prepared by:
Emerlita Alvarez, IWMD
(323) 342-6081

BARBARA ROMERO
Director and General Manager
Bureau of Sanitation
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