Sacramento Public Library Authority
August 27, 2009

Agenda Item 9.0: Customer Amounts Owed

TO:

Sacramento Public Library Authority Board Members

FROM:

Rick Teichert, Deputy Director - Administrative Services

RE:

Customer Amounts Owed Update

RECOMMENDED ACTION:
1. Approve the Bad Debt Write-Off Policy as detailed in Exhibit A.
2. Authorize staff to implement a one-time mailer inviting delinquent
customers to return their materials, along with the letter, for a one-time
waiver of all fines and fees related to those materials, according to the
parameters described in the report. Staff will test the program with 1,000
customers and proceed if determined to be cost effective. Staff will report
results of the program through the Library Director’s report to the Board.
3. Acknowledge that staff has released an RFP for Collection Services and will
return to the Authority Board with a vendor recommendation.
4. Acknowledge that staff will reduce the timing to refer accounts to collection
and for reporting delinquent accounts to credit reporting bureaus with
implementation of a new collection agency contract.
5. Acknowledge that as of July 2009, PC Reservation Software prevents
patrons owing over $5 in fines from using the public computers.
6. Acknowledge that staff has incorporated electronic payment capabilities
into self check machines, which are being installed at each branch.
BACKGROUND
Progress has been made in decreasing the rate of growth in customer amounts
owed. The monthly growth rate in 2008 averaged over $110,000 per month,
causing the total amounts owed to grow rapidly. The growth rate for the past six
months has averaged $45,000 per month, with the lowest increase ($7,994)
occurring in February, 2009. Although this improvement, driven by past policy
actions of the Library Board, is significant, staff acknowledges the rate of growth
in fines and fees must approach zero. Staff is therefore recommending a series of
additional actions to continue to reduce the growth in fines and fees.
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Bad Debt Write-Off Policy
The Library has over 500,000 cardholders, with over 200,000 of our customers
owing the Library fines and/or fees. Within the context of managing the fines and
fees owed to the Library, a number of accounts will become uncollectible for a
variety of reasons. Staff is recommending that the Authority Board approve a
Bad Debt Write-Off Policy that addresses the uncollectible nature of certain
accounts. The policy will ensure that the Library addresses the uncollectible
accounts on a timely and ongoing basis.
Prompt write-off of uncollectible
accounts ensures that reports on amounts customers owe do not include
uncollectible accounts.
This results in the reports being representative of
accounts that the Library has a reasonable expectation to collect and which are
worth investing in the collection cost/effort.
The policy directs staff to regularly write-off amounts owed that are more than
four years past due. Since staff has not followed a formal bad debt write-off
policy or process, this will initially write off many accounts that have been
uncollectible for years, some predating the 1999 conversion to the Millennium
database system. It also allows staff to consider writing off accounts with bad
addresses where customers may have moved out of the area, accounts of
deceased persons and accounts where the customer has filed for bankruptcy.
A bad-debt write-off policy is a standard business practice for public agencies.
Staff has modeled this policy after those of several public agencies and applied
the criteria to the Library’s operating environment. Library staff also met with the
Director and staff of Sacramento County’s Department of Revenue Recovery
(DRR) to discuss factors that impact the collection of accounts. These factors
have been included in the recommended policy. Staff will continue to work with
debt collection professionals and will recommend any needed modifications to the
four-year write-off criteria after a review of the effects of this policy.
One-Time Mailer Action
While helpful, the results of the Amnesty Week in April 2009 were significantly
less than expected. Materials were received from as far back as the 1970’s and
1980’s, but the response was not significant enough to have a sizeable impact on
the outstanding total of customer amounts owed. Marketing and notification
information were placed in branches, newspapers, online and in various news and
media coverage; however, the message did not seem to reach the segment of the
population with Library materials unreturned.
Therefore, staff is recommending a one-time mailer campaign to individuals with
library materials outstanding. The letter will allow them to return the items, along
with the letter, for a one-time waiver of fines and fees related to the materials
returned. This targeted effort will be tested by staff with a population of 1,000
accounts that are between 70 days and two years delinquent. Based on the
results of this test population, staff would proceed with the one-time program for
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all delinquent accounts 70 days past due with library materials outstanding. If the
test group does not prove cost effective, staff will abandon this concept without
incurring additional mailing cost. The letter will offer these customers one final
opportunity to return the materials and erase the fines and fees accrued as a
result of those materials being outstanding. Staff will report the results of the
test effort to the Board through the Library Director’s report to the Board.
Collection Agency Services
Staff has reviewed collection agency options and, based on the research done
during the past several months, has prepared a Request for Proposal (RFP) for
collection agency services. The RFP has been prepared and will be released prior
to the August 27, 2009 Library Board meeting. The RFP responses will be
evaluated and staff will return to the Authority Board with a vendor
recommendation consistent with Library procurement policy. Key factors in the
collection services RFP include:
1. The collection agency collecting the payments, remitting the amount collected
to the Library and tracking meaningful performance measures that indicate
the effectiveness of the collection efforts.
2. Providing the customer the ability to return the items, provide proof to the
collection agency that the materials were returned, with the collection agency
collecting the fine and fee balance due to clear the customer’s account.
3. Shorter timeframe to present delinquent accounts to the collection agency for
action and a shorter time for reporting non-responders to credit bureaus.
4. Requirement to work with and advise staff on the wording of billing and
collection correspondence, telephone contact approach and other process
changes to make the collection process efficient and effective.
The Director of Sacramento County’s Department of Revenue Recovery has
expressed interest in the possibility of providing revenue recovery services for the
Library, and in fact provided this service to the Library many years ago. Staff
discussed the process, cost and information exchange that would need to take
place to implement this service arrangement. Staff also discussed the average
customer balance and generally small collection amounts, barriers and challenges
to successful collection and overall expectations of amounts that could potentially
be collected. Staff will continue to develop a potential arrangement with County
DRR and compare this to the responses to the Collection Agency RFP. If using the
County DRR is a viable option, this will be presented to the Board as an
alternative, along with the RFP results.
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In addition, the DRR staff expressed the importance of acting quickly to recover
amounts owed, suggesting a 60 day referral to collections, instead of the current
70 days. They also recommended referring delinquent customers to the credit
bureaus sooner, suggesting 150 days is much more effective than waiting until
the current 190 days. These recommendations have been included in the RFP
proposal as part of the new standard process. Staff will also pursue shortening
these timeframes with the existing collection agency. County DRR staff also
indicated that there is a lower probability in collecting on accounts older than two
years. Staff will report on the results of the proposed policy write-offs and
consider recommending a policy modification in the future, if warranted.
DRR staff emphasized the benefit of obtaining personal identification information,
such as Driver’s License or Social Security Number to facilitate potential collection
efforts. Having this information makes the identification of the individual more
precise, makes the collection effort easier and, if DRR was used for collection
services, would decrease the cost charged for the collection service. Staff will
review and discuss the practicality and advisability of requesting and/or requiring
this information when issuing library cards.
PC Reservation Software Blocks Public Computer Use if Fines Exceed $5
Staff recently completed the installation of the new EnvisionWare PC reservation
software. This software allows customers to sign-up for and reserve time for
public computer use. A key feature of this software is the integration with the
Millennium customer database. This software now checks to see if the customer
owes more than $5 in fines and fees prior to allowing the public computer session
to be reserved or initiated. This is an important step that became effective with
the implementation of the EnvisionWare software in July 2009. Staff will be
monitoring the impact of this control feature on fine and fee payment. This is an
important step in prompting customers to pay their balances owed to the Library.
Self Checks Allow Electronic Payment
Staff has recently installed 28 new self check machines to improve customer
service and free staff to serve customers in library service. These machines
integrate with the Library’s Millennium customer database and now remind the
customer of balances owed to the Library as they use the self check machine.
The new machines also provide customers the ability to make electronic payments
as part of the self check process.
Impact of Lowering Threshold for Collection Agency Referral from $50 to $25
Effective March 1, 2009, the policy for referring accounts to the Library’s
collection agency was reduced from $50 to $25. Subsequent to this change, all
Library customers owing $25 or more have been referred to Unique Collections.
The Library pays $8.95 for each account referred to Unique. The number of
accounts referred to Unique since March has increased by an average of 250
additional accounts per month. This added an annual average of over 2,200
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accounts per year for collection, increasing the cost for collection by about
$20,000. Although no appreciable increase in fine and fee collections has been
documented since this policy change, staff recommends retaining this policy
threshold. Staff anticipates a lower cost per collection referral as a result of the
RFP effort, mitigating a portion of this increased cost. In addition, staff will
require specific performance reporting that will assist in evaluating the
effectiveness of this policy threshold in the future.

ATTACHMENTS
Exhibit A:

Bad Debt Write-Off Policy
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Exhibit A
TITLE:

Bad Debt Write-Off Policy

POLICY No.
FIN765.5

SECTION:
Revenue Policy

REVISION DATE:

ISSUE DATE: August 27, 2009

REVISION #:

BOARD ITEM #: Agenda Item 10
(IF APPLICABLE)

I. PURPOSE/INTRODUCTION
The Sacramento Public Library assesses fines and fees to encourage timely return of library
materials loaned to patrons. The library materials are generally purchased with taxpayer
funds. Customers have an obligation to return borrowed materials timely, for the benefit of
other customers. The Library is required to establish policies and procedures to ensure the
return of taxpayer purchased materials timely. The Library must establish a policy to send
delinquent customer accounts and other debtor accounts to collection to ensure the recovery
of materials and monies owed; and to promptly write-off uncollectible accounts when
assessed fines and fees and amounts owed are not recoverable.

II. POLICY
This policy enables the Library to consider the value of customer amounts owed or
receivable, and ensure that resources are used efficiently and not devoted to the recovery of
uncollectible accounts. The timely identification of losses is an essential element in
appropriately measuring the value of customer amounts owed or receivables.
1. The Library Director is responsible for establishing procedures to ensure the return of
library materials loaned to customers.
2. In order to ensure the return of library materials loaned to customers, the Library sends
overdue notices after a specific time period. These notices serve to inform the customer
that specific materials need to be returned and that a fine will be charged if returned late.
3. When fines and fees for unreturned materials attached to a customer’s account reach a
certain threshold, the account will be forwarded to a collection agency under contract with
the Library.
4. The collection agency will make every reasonable effort to retrieve library materials or
payment for library materials and any associated fines and fees.
5. The Library Board will establish the threshold levels and, on recommendation of the
Library Director, review the threshold levels periodically.
6. Criteria for Write-Off Action
The Library shall consider customer amounts owed or receivable as non-recoverable
based on the following criteria:
A. Accounts that cannot be substantiated by evidence or are legally without merit
B. Costs of further recovery actions will exceed estimated recovery amounts.
C. Inability to locate debtor
D. Accounts under $25 delinquent over 4 years
E. Accounts over 4 years old that have been billed regularly and subjected to a
diligent collection effort
F. Account returned by a collection agency as uncollectible, and for which no other
collection remedy is possible or prudent
G. Debtor has declared a Chapter 7 bankruptcy
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H. Credit balances under $25 and inactive 4 years
I. Accounts owed by companies no longer in business and for which collection
efforts have failed
J. Accounts of deceased persons
K. Other reasons to be considered on a case by case basis on Government
Accounting Standards Board or applicable standards
L. Forgiveness of Debt as approved by the Library Board
7. Customer accounts determined to be unresolvable and that meet the above criteria will
be written off at least quarterly. The Library Director will report to the Board on an annual
basis at the end of each fiscal year summarizing the customer accounts that have met
the criteria in item 6 and have been written off during the year. Any non-customer creditor
accounts that meet the criteria in item 6 will be written off at least quarterly and included
in the annual report to the Library Board.
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