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POLICY FS-30: Accounts Receivable Collection Policy 

Financial Services 
Approval Date: January 22, 2020  
Approval Authority: Council (CIC Minutes)  
Effective Date: January 22, 2020 
Revision Date/s: June 9, 2020 

Purpose: 

The purpose of this policy is: 

1. To ensure the municipality is in a position to manage accounts receivable 
effectively by utilizing prompt and vigorous collection activities to minimize 
debts owed to the municipality. 

2. To provide consistent and equitable treatment to debtors. 

3. To ensure that uncollectible accounts are written off under the proper 
authority, and only after all reasonable and appropriate collection action has 
been taken. 

4. To establish a reporting structure governing collection activity that enhances 
the integrity of the collection process and safeguards corporate assets. 

 

Policy Statement: 

Norfolk County recognizes the importance of strong fiscal management policies that 
incorporate consistent business practices and efficiencies that are fair to customers 
and to the municipality. 

 

Exclusions: 

The Municipal Act, 2001, PARTS X and XI, include provisions for the collection of 
property tax arrears and as such, this policy does not apply to tax arrears collection. 
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Definitions: 

Write-off - an accounting term for recognition of the reduced or zero value of an asset.  
 
Bad debts - an accounting term for accounts receivable that will not be or are unlikely 
to be collected. 
 
Bankruptcy - a term for the legal status of a person or entity that cannot repay debts 
to creditors. In most jurisdictions bankruptcy is imposed by a court order, often 
initiated by the debtor. 
 
Consumer Proposal – a formal, legally binding process administered by a licensed 
insolvency trustee whereby a debtor agrees to repay part of a debt owed to a creditor 
as an alternative to declaring bankruptcy.  
 
Payment in Lieu of Taxes (PILt) – payments made to a municipality by federal, 
provincial or municipal agencies in exchange for municipal services delivered to 
property owned by the agencies. 
 
Provincial Offences Act (POA) fines - debts that are owed to the Crown which do not 
disappear with time and must be paid.  POA fines are retained by the municipality 
except for the Victim Fine Surcharge and Ministry of Attorney General’s additional fees 
(dedicated fines) which is remitted to the province, unless the offence is committed by 
the municipality, in which case the whole fine is remitted to the province.   Once a POA 
fine becomes defaulted, collection actions commence, including but not limited to: 
demand notices, driver’s licence suspensions, licence plate validation denial, and 
involvement of collection agencies.  Although older fines can be more difficult to 
collect, collection tools can be applied to all fines regardless of age.  POA accounts will 
have no maximum limit but are restricted to only those instances where the defendant 
is certified as deceased (or no longer exists in the case of a corporation). 

 
Set-Off – the ability of a debtor to reduce the amount of one’s debt by an amount the 
creditor owes to the debtor.  

 

Implementation Procedure:   
 
Council Responsibility 

To review and approve non-collectible accounts receivable write-offs greater 
than $50,000 exclusive of related interest or penalties. 

 
1. Treasurer Responsibility 

a) To approve non-collectible accounts receivable write-offs up to $25,000 per 
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account exclusive of related interest or penalties. To recommend the CAO 
approve non-collectible accounts receivable write-offs up to $50,000 per 
account exclusive of related interest or penalties.   

b) To approve the initiation of legal proceedings where considered 
appropriate for the purpose of collecting accounts receivable. 

c) To seek approval from Council to write-off non-collectible accounts 
receivable greater than $50,000 per account exclusive of related interest or 
penalties. 

d) To provide Council with an annual report of accounts written off up to 
$50,000 per account exclusive of related interest or penalties. 

e) To authorize accounting adjustments to corporate allowances for doubtful 
accounts as required. 

 
2. County Solicitor Responsibility 

 

a) To provide legal advice with respect to accounts receivable collection as 
required. 

b) To manage legal actions related to accounts receivable collection. 

c) To determine when the initiation of legal actions is considered appropriate 
for the purposes of collecting accounts receivable. 

 
3. Manager, Revenue and Tax Services Responsibility 

 

a) To approve non-collectible accounts receivable write-offs up to $10,000 per 
account exclusive of related interest or penalties where an allowance or 
approved budget expenditure exists. 

b) To approve all write-offs related to uncollectible accounts due to deceased 
persons, bankrupt individuals, judgements and court orders. 

c) To review and approve adjustments and/or reversing entries. 

d) To make recommendations of uncollectible accounts for write-off to the 
Treasurer. 
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e) To approve the processing of write-off transactions taking into consideration 
the appropriate authority required under this policy. 

f) To provide overall management of accounts receivable and collections. 

g) To consult with and provide information to the County Solicitor regarding 
legal actions related to accounts receivable. 

 
4. Accounts Receivable Clerk Responsibility 

 

a) To perform all accounting functions using the corporate accounts receivable 
system. 

b) To issue invoices, statements and other correspondence with respect to 
accounts receivable and collections. 

c) To review outstanding accounts on a monthly basis and identify overdue 
accounts to escalate through the collection process. 

d) To prepare all documentation for transfer of accounts to the County Solicitor 
of collection agency. 

e) To identify potential accounts receivable write-offs and to bring collection 
issues to the Manager’s attention. 

f) To liaise with collection agencies, bankruptcy trustees and other County 
staff. 

g) To coordinate the completion and submission of corporate-wide debtor 
information to trustees in bankruptcy or consumer proposal situations. 

 
5. Collection Actions  

 

a) Accounts receivable are considered overdue when a debtor does not pay 
or resolve the debt within 30 days after an invoice has been issued to the 
debtor. 

b) Monthly interest of 1.25% is added to accounts overdue by 30 or more  
days and continues until the account is paid. 

c) Monthly statements are issued for all accounts until the outstanding 
balance has been paid except for accounts transferred to a collection 
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agency. 
d) When an account is overdue 30 or more days, if the debtor is identified as 

a property owner in the County’s tax database the account will be 
transferred to the tax roll; or rights of set-off may be exercised. 

e) Depending on the debtor and the debt, outstanding accounts 60 days or 
older may; 

1) be subject to internal collection proceedings 

2) be turned over to a collection agency 

3) be subject to legal action 

4) result in suspension of services and/or revocation of credit privileges. 

f) Set-off: Accounts may be collected by way of set-off against any money due 
or payable to a person or business entity where: 

1) the person or entity owes money to the municipality, 

2) an overpayment has been made by the municipality to the person or 
entity, 

3) an advance made to the person or entity has not been repaid, 

4) the funds are not restricted by contractual agreement or legislation. 

The right to undertake a set-off will be reviewed by the County Solicitor.  
When rights of set-off are exercised the debtor shall be notified in writing. 
 

6. Write-offs 

a) Only those debts for which all reasonable and appropriate collection 
action has been taken may be considered for write-off. 

b) Staff will review uncollectible debts at least once per year and identify 
debts to be considered for write-off. 

c) All accounts proposed for write-off must include the relevant debt 
information including details of collection actions taken and an explanation 
of why further collection action is not feasible. 
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d) Judgement or Court Order: When it is determined that the municipality will 
collect a lesser amount than the recorded debt, the account must be 
adjusted on the basis of the judgement or court order. 

e) Statute Restrictions: Where a statute restricts the amount of a debt, the 
municipality must adjust the account on the basis of the recoverable 
amount. 

f)    As authorized by Council, the Treasurer, CAO or County Solicitor may 
accept a compromise settlement of a debt.  A portion of the original debt 
must be written off as identified under the terms of the settlement 
agreement. 

g) Debts of deceased person that do not own property in the municipality or 
leave no estate may be considered for write-off under the authority of the 
Treasurer or Manager Revenue and Tax Services. 

h) That POA accounts will have no maximum limit but are restricted to only 
those instances where the defendant is certified as deceased. 

i)    In the event that partial or full payment of a debt previously written off is 
later received, the account will be reinstated by reversal of the write-off 
entry. Payment will be applied to the outstanding accounts receivable. 

j)    In most cases, federal, provincial and municipal government agencies pay 
the full amount of Payment in Lieu of Taxes (PILt) that the County 
requests.  There may, however, be outstanding PILt amounts that the 
Treasurer concludes are uncollectible.  In these cases the Treasurer and 
/or designate may adjust for accounting purposes any outstanding 
receivable in respect of PILT that has been determined unlikely to be paid.  
A provision for PILt write-offs is included in the annual levy supported 
operating budget. 

  

7. Consumer Proposal or Bankruptcy 

a) Financial Services is responsible for the coordination and completion of all 
bankruptcy and consumer proposal documents.  Documents received in all 
departments/divisions shall be forwarded immediately to Financial Services. 

b) Financial Services staff will liaise with other departments to determine all 
outstanding debts and will complete and submit the required documents. 
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c) During the length covered by the consumer proposal or bankruptcy, 
accounts will not be escalated to the next step in the collection process. 

d) Upon receipt of notification of a consumer proposal or bankruptcy debts will 
be transferred to the tax roll, if applicable. 

e) Provincial Offences Act (POA) Collections: Section 178(1) of the Bankruptcy 
and Insolvency Act of Canada provides that POA fines survive bankruptcy 
and any client declaring bankruptcy will be responsible to pay their 
outstanding fine(s) upon discharge. 

f) When an order of discharge has been granted, the municipality must remove 
the account on the basis of the order. An order of discharge does not 
release the bankrupt from property taxes or fines imposed under the POA. 

g) Bankrupt Corporation: debts of a bankrupt corporation must be written off 
through the normal procedures since, in accordance with the Bankruptcy 
and Insolvency Act; a corporation may not apply for a discharge until it has 
satisfied the claims of its creditors. Payment of an account previously written 
off will be accepted. 
 

9.   Audits 

The Financial Services Division reserves the right to inspect or audit any 
documents, processes or sub-systems related to Accounts Receivable and/or 
Collections at any time without notice. Staff must maintain adequate records of 
amounts written off during the fiscal year, together with supporting authorizations 
for audit reporting purposes.  Staff shall submit annual statements of debts written 
off during the fiscal year together with supporting authorizations to the Deputy 
Treasurer for audit reporting purposes. 
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