City of San Jose City Administrative Policy Manual
General Guidelines for Accounts Receivable-/
Revenune Coleetion-Policy 5.3.6

PURPOSE

To ensure sound financial management practices, the proper controls over+eventes the plan assets
of the Federated City Employees Retirement Plan and the Police & Fire Department Retirement
Plan, and general oversight over the-variousrevenues-monies collected for deposit into plan assets.
To ensure revenues-monies collected for deposit into plan assets are collected fairly, equitably,
and timely. To provide best practices in developing efficient revenue-plan asset management
programs.

AUTHORITIES

26 U.S.C. § 401(a) — Tax Qualified Status of Retirement Plans
Requirements for qualification. A trust created or organized in the United States and forming part
of a stock bonus, pension, or profit-sharing plan of an employer for the exclusive benefit of his
employees or their beneficiaries shall constitute a qualified trust under this section—
(1) if contributions are made to the trust by such employer, or employees, or both. . . for
the purpose of distributing to such employees or their beneficiaries the corpus and income
of the fund accumulated by the trust in accordance with such plan].]

Cal. Const., Art. XVI § 17(a) ) — Retirement Boards’ Independent Control over Plan Assets

The retirement board of a public pension or retirement system shall have the sole and exclusive
fiduciary responsibility over the assets of the public pension or retirement system. The retirement
board shall also have sole and exclusive responsibility to administer the system in a manner that
will assure prompt delivery of benefits and related services to the participants and their
beneficiaries. The assets of a public pension or retirement system are trust funds and shall be held
for the exclusive purposes of providing benefits to participants in the pension or retirement system
and their beneficiaries and defraying reasonable expenses of administering the system.
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SCOPE

Generally, the Office of Retirement Services (ORS) does not record or collect accounts receivable,
except in the rare exception when a member is overpaid and must pay back the Plans over a period
of time when the amount is too large to pay back as a lump sum. This policy applies to all City

employeesOffice—of Retirement-Serviees f{ORS) staff ~-who are responsible for recording and
collecting these types of accounts receivable.

POLICY

The collection and maintenance of accounts receivable records must be handled through the
Flnan01al Management System (FMS) and directly in the Plan’s pensmn admmlstratlon system

admmlstratlon system and FMS to record accounts recelvable After the Boards have approved
the payment terms, an accounts receivable is recorded in FMS and a deduction is created in their
monthly pension amount for the entire term of the installment plan. The payment is recorded in
FMS during the monthly general ledger recording of pension payments.
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Internal Controls
All aspects of revenuerecording-and-accounts receivable monitoring shall be subject to proper

internal controls established by the Finance Department’s—managementstafEORS Accounting
Division Manager. DPepartmental-ORS internal control procedures should be approved by the
PepartmentDPirectorORS CEO and sent—to-theFinance Director—or—designeeforreview—and
appfevaJ‘Accountlng D1V1s10n Manager Addmeﬁa%y—depaftmeﬂ%s—eaﬂ—refer—te—%eﬁy—ef—S&H

Accounts Receivable Collection

I. All accounts receivable should be recorded #-a-mannerte-permitan-analysis-of theaging
of such—reeceivables(e-g,—<30-days; 30-60-days,—ete)-_on a monthly basis during the

recording of the regular monthly pension payments.
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8:2.  Departments-The Boards should develop or update existing written policies to:

. Identify the circumstances for when it is appropriate to waive, adjust, or write-off amounts
owed to the CityPlans;

. Establish approval levels or limits for waivers and cancellations; and

. Track total adjustments and write-offs for management review.

Write- Offs and Adjustments

Because the payments are deducted automatically from the monthly pension payments, there will
rarely be any write-offs or adjustments. In the case where a member passes away before the
receivable is fullv collected, E h e e-the time ection ehnguen

GeHeeHe&effeﬁs—sheH}d—b%@ehaﬁs{edﬁﬂer—teaﬂwﬂt%ﬁ&the CEO will have dlscretlon on the

next course of action. All accounts referred for write-off should be reviewed and approved by

management prior to submlsswn to GHy—Ge&Heﬂ—er—ﬂ}&Dﬁeeter—ef—Fm&HeeORS CEO for final

write-off approval. San Ay
%h%@&y—@e&&eﬂ%w%ﬁ%eﬁh&weﬂee&b%&debﬁ—tha%%eeed%é—@@@—Amounts under $5, 000 may
be written-off with the approval of the Director-ef FinaneeORS CEO._ Any amount over $5,000
must come before the relevant Board of Administration for the Plan for approval to write-off the
amount.
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