Revenue Policy

Background

To ensure strong fiscal management practices, proper control over revenues are imperative
in determining budget, forecasting, reconciliations, accounts receivable management and
general oversight over the various revenues the County collects.

Internal Controls

All aspects of revenue recordation and cash receipt shall be subject to proper internal
controls with standard controls documented and followed by revenue generating
departments.

Identity Theft Prevention Program

As required by the Federal Trade Commission’s Red Flag Rules (Rules), by action at a
regular meeting on April 15, 2009, the Board of Supervisors has adopted a written Identity
Theft Prevention Program (ITTP) to detect, prevent and mitigate identity theft for customer
accounts deemed “covered accounts” under the Rules and has authorized the County
Administrator to implement the Program and to adopt and amend standard operating
procedures appropriate to the size, complexity and nature of covered County operations.
Oversight of the ITPP, including review of compliance reports and approval of amendments
to the standard operating procedures, shall be the responsibility of the County Administrator.

Accounts Receivable Collection
Bad Debt Expense

1. The determination of the need for an allowance for doubtful accounts will be
based upon accepted business and auditing standards.

2. Write-offs
a. Non-tax balances

(1) For balances less than $25 that are more than 180 days
delinquent, all such amounts will be eligible for write-off
upon department head’s approval.

2 For balances more than $25, collection efforts will be
performed for a period equivalent to the statute of limitations
unless the debt has been discharged by bankruptcy, the
business no longer exists or the individual is deceased, at
which point such amounts will be written off upon
department head’s approval.

(3) For any account written off, customer information will be
retained for as long as practically feasible in automated



system capacity in order to have continued enforcement of
service denied on credit until previously written off balances
have been paid or to use State debt setoff options.

For general property tax balances, write-offs will be performed,
subject to Treasurer’s discretion in pursuit of all or part of such
balances, for account balances up to State established threshold or
$25, whichever is less, or discharged by bankruptcy or as prescribed
by applicable statutes.
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Revenue Regulations

Background

a)

b)

d)

As part of performing local government services, determinations are made for
collecting funds for services performed, the billing and accounts receivable process
for those services provided on credit and the management of ensuring that proper
controls exist.

Sound financial management principles include the establishment of an allowance
for doubtful accounts, the efforts pursued for delinquent accounts and the timeliness
of when such accounts that are deemed uncollectible are written-off from the
financial statements.

This policy is primarily focused upon all controls and policy statements for functions
not performed directly by the Commissioner of the Revenue or the Treasurer, unless
otherwise specified.

For the billing and collection of general property taxes that are specified under the
Code of Virginia, it is recognized that the Treasurer is an elected official whose
responsibilities are delineated by the Code of Virginia and that this policy as it
pertains to general property taxes and custodian nature of the treasury function is
meant to illustrate strong fiscal management of a County and not to circumvent the
powers of the constitutional office.

Establishment and Modification of Fees

a)

b)

All fees must be authorized by County Ordinance and in compliance with applicable
statutes.

Fees will be reviewed and updated based on the following criteria:

i) Cost of the service — Calculations should include the cost of equipment,
supplies, facilities, and personnel.

i) Beneficiaries of the service — Services that primarily benefit only the users of
the service (parks and recreation programs) should have a higher cost
recovery than services that benefit direct users as well as nonusers
(community development and public safety fees).

i) Resident versus non resident —If 100% of the service’s cost is not recovered
through a fee; non-residents should pay a higher rate than Hanover residents.

iii) A reduced fee may also be made available to only Hanover residents based
on the guidelines such as the County’s tax relief programs.

iv) Collectability — Fees should only be imposed where there is a reasonable
expectation of collections.
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Revenue Diversification

a)

Dependence on any one source of funding to provide services should be minimized.

Annual review of fees and available funding sources should occur during the budget

process.

Internal Controls

a)

b)

All aspects of revenue recordation and cash receipt shall be subject to proper internal
controls with standard controls documented and followed by revenue generating
department because of their importance:

Vi)

Segregation of duties — authorization, recordation and custodian functions.

Daily processing - Daily cash/collection total reconciled to subsequent
deposit.

Timely depositing of funds received
a. Remote Sites (those sites remote from the primary treasury function)

Q) Dollar Threshold: At any such point a department
accumulates in the aggregate over $500 in cash and/or
$10,000 in checks; such funds need to be deposited by the
beginning of the next business day.

)] Time Threshold: All collections should be deposited within
one week of receipt.

b. Those sites in close proximity to the primary treasury function
should have a time threshold of within two days of receipt.

C. All collections on hand shall be deposited with the treasury function
or bank on the last work day of the fiscal year.

Reconciliation to the general ledger and other supporting accounting ledgers
shall be performed in a timely manner for receivable balances, subsidiary
ledgers and revenue collection.

Physical security procedures during work hours and non-working hours for
all funds received and change drawers maintained.

Automated system resources should be utilized where practical to provide
better support towards processing and reconciliation as well as providing a
more efficient and effective manner to manage receipts.

Overpayments

i)
i)

No overpayments will be accepted for which the intention is to provide a
cash refund back to the customer

For other instances of overpayments, the standard practice would be to apply
such overpayment as a credit to next bill, with any exceptions noted in
departmental procedures.

Use of lockbox processing will be considered when the benefits of such processing
exceed the costs for such services.
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d)

e)

Upon any suspicion of fraud, the departmental supervisor would timely notify the
Internal Audit Director and the Sheriff’s Office for further investigation.

If there is any suspicion regarding non-compliance of internal control directives, the
departmental supervisor will notify the Internal Audit Director for further review.

Depositing of Received Funds for Services

a)

b)

d)

The Treasurer’s Office serves as the County’s primary recipient of all monetary
payments to the County via cash, check, wire transfer, electronic payment, and credit
card, unless there is an agreement between County and Treasurer for a revenue
process for which the Treasurer does not serve as the primary recipient.

Remote cash and check collection points will only be established upon approval of
the County Administrator whereby the benefits of customer service are evident and
documented internal controls are established with such collection points and terms
of remittance noted by the Treasurer and Internal Audit Director.

Non-remote collection site departments are encouraged to direct all receipts to the
Treasurer’s Office and utilize information provided by County’s cash receipt and
general ledger system in determining the propriety and reasonableness of such
revenue transactions relative to departmental function.

An on-going accounts receivable system, with documented internal controls, will be
maintained for those functions as approved by the County Administrator in which
services are provided by the department prior to the receipt of funds for such
services (all other functions shall require payment prior to or in conjunction with the
service being performed).

Depositing of Received Funds from Grants, Developers, Partners and Other Entities

a)

b)

The County is involved in many transactions (e.g., grants, developer contributions,
proffers, etc.) whereby agreements, resolutions and/or ordinances require remittance
to the County of an established amount.

Each department shall establish its own accounting practices to ensure that proper
accounting procedures are followed relative to the types and amount of non-local
government revenue that is received and ensure that local funding is not adversely
impacted.

Receivable balances will be formally established in the County’s financial system at
fiscal year-end, but such on-going balances and their subsequent receipts will be
monitored by the initiating department throughout the fiscal year.

Returned Checks

a)

Unless otherwise stated per County ordinance or resolution, all checks returned due
to insufficient funds of the customer will be processed by the Treasurer’s Office in
conjunction with departmental assistance as requested. Fees shall be charged to the
customer for the returned check based upon the Treasurer’s Office established
practices and in accordance with applicable statutes.
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Billing Practices (Non-Treasurer initiated)

a)

b)

Unless otherwise stated per County ordinance or resolution, all initiated bills will
have terms of net 30 days from bill date.

Unless otherwise stated per County ordinance or resolution, all bills will be
generated within 45 days of initial service provision.

Accounts Receivable Collection

a)

b)

All accounts receivable will be recorded by the County to permit an analysis of the
aging of such receivables (e.g., <30 days, 30-60 days, etc.).

For those accounts that become past due, the initiating department shall follow
established departmental practices that ensure proper delinquent notice is provided
to customer and continued service is restricted, unless continuation of service is
required by law, until such accounts are current.

)] For those accounts that are >180 days and over $25, appropriate notice and
support will be provided to the Treasurer’s Office to best utilize their efforts
in collection. Departments may also pursue suitable alternative collection
methods to maximize collection.

i) To facilitate such collection efforts, departments shall establish information
criteria as part of the initial credit application process with the customer (e.g.,
bank account #, social security # or driver’s license #, Federal 1D #, etc.).

Bad Debt Expense

) The determination of the need for an allowance for doubtful accounts will be
based upon the percentage of receivable method.

i) The computation of an allowance for doubtful accounts will be performed
annually based upon the aging of such receivables and recent history of
write-offs at June 30", subject to review by Finance Department and
concurrence by the external auditors, with any material changes reported to
the County Administrator.

iii) Write-offs
a. Non-tax balances

(1) For balances <$25 that are >180 days delinquent, all such
amounts will be eligible for write-off upon Department
Head’s concurrence.

2 For balances >$25, collection efforts will be performed for a
period equivalent to the statute of limitations or sooner if
bankruptcy has been discharged for account, business no
longer exists, or individual is deceased, at which point such
amounts will be written-off upon Department Head’s
concurrence.

(3) For any account written-off, excluding EMS transport fees,
such customer information will be retained for as long as
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10.

11.

12.

13.

practically feasible in the automated system and collected
before additional services may be provided on credit.

b. For general property tax balances, such write-offs to taxpayer’s
account will be performed, subject to Treasurer’s discretion and in
accordance with applicable statutes.

Escrowed Funds

a) Funds received by the County in advance of revenue recognition criteria or are
anticipated to be remitted back to payee in relief of meeting performance guarantee
will be deposited into an escrow account.

b) Escrowed funds will only accrue interest back to individual account if explicitly
stated in the escrow agreement; otherwise such escrow funds accrue interest to
General Fund or Utility Fund, as applicable.

C) Upon the County meeting the criteria for revenue recognition, such escrowed funds
will be timely transferred and recognized as revenue in applicable fund.

d) For those performance guarantee escrows, such funds will be returned back to the
payee upon compliance or retained in meeting established County procedures for use
of such funds.

Budgeting

a) Revenue initiating departments will have oversight in the formulation of budget
estimates for the applicable revenues.

b) Such revenue estimates will be supported by variables (base, rate, etc.) that
comprise such revenue.

C) Monitoring of revenue budget will be performed in a timely manner throughout
the fiscal year and shall include an analysis of actual vs. budgeted variances and
include reconciliation to any subsidiary ledgers or documentation.

d) Continued compliance of revenue with applicable statutes or regulations shall be

the responsibility of the revenue initiating department.

Established Treasurer Policies

a)

The Treasurer’s Office has formulated policies with regards to controls in cash
receipts processing, bank reconciliations, and other collection and custodial
practices.

Treasurer policies are meant to illustrate the strong fiscal management of the County with
such Treasurer’s Office policies updated by the Treasurer’s Office as deemed necessary.

Identity Theft Prevention Program (I TPP)

a)

Significant non-tax County accounts established primarily for personal, family, or
household purposes which defer payment for goods or services and permit
multiple payments or transactions, and any other non-tax account for which there
IS a reasonably foreseeable risk to customers from identity theft, are included as
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“Covered Accounts” in the County’s ITPP. The ITPP shall be documented by
Standard Operating Procedures (the ITPP SOP).

b) The Fiscal Contact or Business Managers of all Departments that maintain
Covered Accounts, and appropriate representatives from the Finance and IT
Departments shall comprise an ITPP Committee and shall:

1. Collaborate on and provide a written report to the County Administrator
annually on compliance with the ITPP.

2. As required by the Red Flag Rules, draft recommended updates to the ITPP
SOP as necessary to reflect changes in risks to customers or to the safety and
soundness of the County from identity theft, for approval by the County
Administrator.

c) The Fiscal Contact or Business Manager of each Department that maintains
Covered Accounts shall provide periodic training to staff in their department, as
necessary, to ensure effective operation of the ITPP.

d) The Department Head of each Department that maintains Covered Accounts shall:

1. Adopt written Departmental procedures to verify the identity of new persons
opening a new Covered Account, and to monitor transactions in existing
Covered Accounts.

2. Immediately notify Internal Audit of all instances of attempted or actual
identity theft.
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