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Executive Summary 
 
This Management Audit of the Department of Revenue was authorized by the Board of 
Supervisors of the County of Santa Clara, as part of the County’s FY 2009-10 
Management Audit Program, pursuant to the Board’s power of inquiry specified in 
Article III, Section 302 (c) of the County of Santa Clara Charter. The purpose of the 
management audit was to examine the Department’s operations broadly to identify 
opportunities to increase efficiency, effectiveness and economy. A synopsis of this 
report’s six findings and recommendations is presented below. It is difficult to estimate 
the potential net new revenues that would be generated by implementation of 
recommendations in the report. However, for each one percent increase in gross overall 
collections, the Department would generate an estimated $550,000 annually.  
 
 
Section 1:  Improving Payment Methods 
The County of Santa Clara Department of Revenue (DOR) could make it easier for 
debtors to make payments, thus potentially increasing net revenue receipts. Potential 
improvements include allowing debtors to accept default payment plans by mail, 
facilitating credit-card payments by mail, enabling debtors to pay online or by 
telephone without incurring convenience fees, and making online payment options 
more accessible, among other potential improvements. 
 
 
Section 2:  Contract for Online and Telephone Payments 
The existing contract with an outside vendor for the Department to accept online and 
telephone payments is contrary to County policies and results in debtors being charged 
excessive fees when they make payments. The Department should ensure that fee rates 
are appropriate, and that the selected vendor and fees are approved by the Board of 
Supervisors. 
 
 
Section 3:   Improving Medical Debt Collections 
The largest portion of outstanding debt in DOR’s accounts system is medical. In 
addition, $391 million worth of medical bills were deemed uncollectible in FY 2008-09. 
Medical account collections could be improved by Valley Medical Center gathering 
better information about patients to determine eligibility for third-party payment, 
billing the patient share more quickly, and requiring patients to sign reimbursement 
agreements for future use when appropriate. In addition, DOR could improve its 
collections by writing off aged bad medical debts more quickly to facilitate improved 
focus on accounts more likely to be fruitful. 
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Section 4:  Improving Collections Tactics 
The Department could employ or expand certain collections tactics to potentially 
improve its collection rates and thus net revenue receipts. These include - where 
appropriate - levying bank accounts, reporting delinquent debt to credit bureaus, and 
making greater use of existing predictive/auto dialer technology. 
 
 
Section 5:  Collections Officer Duties, Workload and Procedures 
The Department’s active caseloads are very large and populated with very old accounts, 
the Department provides insufficient direction to staff regarding prioritization of 
accounts, and many Collections Officers and Supervisors are engaged in duties that are 
outside the scope of their job descriptions. By eliminating old accounts, improving 
prioritization of remaining accounts, hiring additional collections staff, and ensuring 
that collections staff are not engaged in non-collections tasks, the Department is likely to 
experience a net increase in revenue receipts. 
 
 
Section 6:  Improving Management Information 
Despite the large amount of reports produced by the Department, management lacks 
detailed, routine management-level information reports related to collection rates and 
the age of accounts. The Department should develop this information for use in guiding 
the development of caseload management policies and their implementation. 
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Introduction 
This Management Audit of the County of Santa Clara Department of Revenue was 
authorized by the Board of Supervisors of the County of Santa Clara, as part of the 
County’s FY 2009-10 management audit program, pursuant to the Board’s power of 
inquiry specified in Article III, Section 302 (c) of the County of Santa Clara Charter. 

Purpose and Scope 

The purpose of the management audit was to examine the operations and practices of 
the Department of Revenue, and to identify opportunities to increase the Department’s 
efficiency, effectiveness and economy. This audit report includes findings related to the 
Department’s collections tactics, payment methods, medical debt collections, contract 
for online and telephone payments, Collections Officer duties, workload and 
procedures, and management information. 

The recommendations pertaining to these findings present potential strategies for 
revenue enhancement, many of which cannot be quantified. Nonetheless, for every 1 
percent increase in gross overall collections generated by implementation of these 
recommendations, the Department would generate an additional $550,000 annually. 
Many recommendations in this audit relate to implementing changes that have 
benefited collections in other counties.  

Audit Methodology 

Auditors interviewed Department employees throughout all levels and divisions of the 
organization, as well as representatives of other County departments that provide 
collections services, and other Counties’ in-house collections functions. Auditors also 
interviewed staff in or obtained data from relevant County departments, including 
Procurement, the Controller-Treasurer, County Counsel, Social Services, the Tax 
Collector, the Department of Child Support Services and Valley Medical Center. In 
addition to the interviews, auditors sat with selected cashiers and collectors to gain a 
first-hand understanding of the activities and tasks involved in their duties. Auditors 
reviewed and analyzed documents, reports, policies and procedures, spreadsheets, and 
datasets and electronic records provided by the Department, and surveyed collections 
functions in other California Counties to enhance our understanding of collections 
operations. In addition, auditors interviewed and obtained data from key Patient Billing 
Services managers of Valley Medical Center who oversee the billing and internal 
collections efforts that occur prior to medical accounts being referred to the Department 
of Revenue. 

The audit was conducted in accordance with generally accepted government auditing 
standards issued by the United States Government Accountability Office.  Pursuant to 
these requirements, we performed the following management audit procedures: 

• Audit Planning – The management audit was selected by the Board of Supervisors 
using a risk assessment tool and estimate of audit work hours developed at the 

1



Introduction 

                                                                                                       Board of Supervisors Management Audit Division 

 

Board’s direction by the Management Audit Division.  After audit selection by the 
Board, a preliminary management audit work plan was developed and provided to 
the Department. 

• Entrance Conference – An entrance conference was held with senior Department 
management to introduce the management auditors, describe the management audit 
program and scope of review, and respond to questions.  A letter of introduction 
from the Board, a management audit work plan, and a request for background 
information were also provided at the entrance conference. 

• Pre-Audit Survey – A preliminary review of documentation and interviews with 
managers were conducted to obtain an overview understanding of the Department, 
and to identify areas of operations that warranted more detailed assessments.  Based 
on the pre-audit survey, the work plan for the management audit was refined. 

• Field Work – Field work included: (a) interviews with management and line staff of 
the Department; (b) a further review of documentation and other materials provided 
by the Department and available from other sources; (c) analyses of data collected 
manually and electronically;  (d) surveys of other jurisdictions to measure 
performance and to determine organizational and operational alternatives that 
might warrant consideration by the Department, and (e) observations of cashiering 
and collections activities. 

• Status Report – Auditors provided the Department management with an overview 
of the audit’s main general findings and conclusions on May 27, 2010.  

• Draft Report – A draft report was prepared and provided to the Department on July 
14, 2010.  The draft report was also provided to County Counsel to obtain input 
regarding legal and labor issues that surfaced during the course of the study. Other 
departments described or discussed substantively in the draft report were provided 
applicable sections of the report for their review and comment. 

• Exit Conference – An exit conference was held on July 27, 2010 with Department 
managers and supervisors to collect additional information pertinent to the report, 
and to obtain their views on the report findings, conclusions and recommendations.  

• Final Report – A final report was prepared after review and discussion of the report 
content with responsible managers and the Department. Management was 
requested to provide a written response, which is attached. 

The Nature of Debts Collected by DOR 
 
The Department of Revenue (DOR) is the County’s central collections agency for both 
current and delinquent account collections.  Delinquent debt accounts in departments 
across the County organization are referred to DOR, except for the Tax Collector, 
Department of Child Support Services, and Social Services, which collect their own 
delinquent debts.  Senate Bill (SB) 940, effective January 2004, required counties to 
provide a collection program for delinquent court-ordered debt, and this requirement is 
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met through the Court’s collections arrangement with the Department of Revenue. 
Additionally, the Department collects delinquent debts for the Health and Hospital 
System, including Valley Medical Center.1 It also collects current and delinquent debts 
for the Department of Probation. 
 
The Department also collects small amounts of money for a variety of other County 
entities, including Animal Control, the Assessor’s Office, the Clerk-Recorder’s Office, 
the Communications Department, the Information Systems Department, the Sheriff’s 
Office, the Public Defender’s Office, the County Library, the Department of Agriculture 
and Environmental Services, the Controller-Treasurer’s Department, the District 
Attorney’s Office and the Employee Services Agency.  In addition to collections, the 
Department processes “non collections” receipts, as described later in this introduction. 
 
Based on a sample of 3,004 accounts housed in the accounts receivable system, the 
status of accounts on the date that the sample was drawn in late December, 2009 was as 
follows: 
 

• 27.4  percent had been worked by staff and were referred to an outside collections 
program such as  Court-Ordered Debt or Bay Area Credit 
 

• 25.5  percent had been worked by staff and were paid in full 
 

• 21.8  percent were still being actively worked by in-house Collections Officers 
 

• 27.4  percent had been worked by staff and were referred to an outside 
collections program such as  Court-Ordered Debt or Bay Area Credit 

 
• 25.5  percent had been worked by staff and were paid in full 
• 21.8  percent were still being actively worked by in-house Collections Officers 

 
• 15.4  percent had been worked by staff and were referred to the Tax Intercept 

program2 
 

• 5.5  percent had been worked by staff and were deemed uncollectible 
 

• 4.4  percent had been worked by staff and sent to litigation or were in some other 
status that was not  part of the active Collections Officer caseload 
 

Of the 21.8 percent of sampled accounts that were still in an active status the vast 
majority of outstanding debt for these accounts was for medical bills.  Based on the 
sample, the estimated total number of accounts still in an active, in-house status and 
their value as of late December 2009, is shown in Table I.1 on the following page. 
 
                                                
1 At the commencement of this audit, the Department’s agreement with the court had expired, but the business 
partnership continues, following the terms of the original agreement. 
2 This program enables the Department to intercept State income tax refunds to apply to unpaid debts owed the 
County, if such refunds exist. 
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Table I.1 
 

Estimated Number and Value of Accounts in Active Status  
at the Department of Revenue as of Late 2009 

 

Type 

Estimated 
Number of 

Active  
Accounts 

Estimated Value of 
Active Accounts 

Percent 
of Value 

Average 
Account 

Value 

Civil Assessments3 
                  
6,592  $     5,910,683  2%  $897  

Traffic Tickets 
                  
7,367  $     5,566,680  2%  $756  

Other 
                
10,275   $  12,549,739  4%  $1,221  

Probation and 
Court4 

                
44,784  $  60,859,371  19%  $1,359  

Medical 
                
55,640  $233,820,687  73%  $4,202  

     

Total  
              
124,658   $318,707,160  100%  $2,557  

        Source: Department of Revenue 

Collections Officer Caseloads and Account Balances 
 
There are 37 Revenue, Senior Revenue, and Supervising Collection Officers, for an 
estimated average 3,369 active accounts per collector, as of late 2009. The number of 
accounts per Collector varies considerably, with a range from a few hundred accounts 
for Supervisors to 6,500 accounts for “Justice” unit staff. Based on a review of one day’s 
“work in progress” (WIP) reports, outstanding account values on those reports ranged 
from one cent to $521,335 on that day.  The Department has individual outstanding 
accounts in excess of $1 million. In addition to the “active” collections cases, the 
Department staff is also ultimately responsible for a wide variety of additional accounts 
that have been referred to the next appropriate level of collections efforts, such as 
litigation.  
 
 
Non-Collections Receipts 
 
These accounts and their approximate revenues in FY 2008-09 are shown in Table I.2. 
These types of accounts generally are handled by the Department’s accountants, and do 
not involve the collections staff. The only exception to this is that collections supervisors 
                                                
3 These Civil Assessments are for informal probation, or “muni” accounts only. Civil Assessments are also imposed 
on delinquent traffic violations. 
4 This includes Victim Restitution accounts. 
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may become involved when a retiree fails to pay medical insurance premiums. Such 
circumstances are estimated to make up less than half of one percent of the 
department’s total accounts with balances due. 
 

Table I.2 
 

FY 2008-09 Non-Collections Receipts 
Processed by the Department of Revenue 

 
Receipt Type Gross Receipts 
  

Retiree medical insurance premium 
payments $9,555,748 
Parking citation payments $3,683,840 
Franchise fee payments $1,489,631 
Transient occupancy tax payments $   406,809 
  
Total Non-Collections Receipts $15,136,028 

        Source: Department of Revenue  

Collections Accounts and Receipts 
 
The Department engages in collections activities, such as skip tracing and establishment 
of installment payment plans, primarily for debts such as traffic fines and fees, formal 
and informal probation fines and fees, other Court-imposed charges, unpaid medical 
bills incurred by patients at Valley Medical Center and the Health Department, and 
miscellaneous accounts, including Family Court debts.  All of these accounts are 
maintained in the Department’s Columbia Ultimate Business Systems (CUBS) accounts 
receivable system.  Excepting 5,273 retiree medical premium accounts that were 
generally non-collections accounts but that also were processed through the CUBS 
system, there were an estimated 616,294 collections accounts in the CUBS system in FY 
2008-09.5  
 
 
Of this total number of accounts, 413,694 (or 67 percent) were accounts that: 
 

• Had no charges posted during FY 2008-09; 
• Had no adjustments6 posted during FY 2008-09; and 
• Had no payments posted during FY 2008-09. 

 

                                                
5 This count is based on a report generated by the Department on April 11, 2010, inclusive of 46,800 accounts 
purged during FY 2008-09. 
6 Adjustments include any type of change to the account, other than a payment, that changes the amount due. For 
example, a judge might issue an order to reduce a probationer’s fines or fees.  
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The remaining 202,600 accounts had at least one type of monetary posting during the 
year, in the form of charges, adjustments, payments or some combination of these. 
Table I.3 shows the gross collections on these fiscally active accounts.  
 

Table I.3 
 

Estimated Gross Receipts by Type for 202,600 
Fiscally Active Collections Accounts in FY 2008-09 

 

Type of Debt 

Estimated 
Payments on 
Fiscally Active 
Accounts 

Estimated 
Collections 
Rate   

Number of 
Accounts 

Estimated 
Average 
Annual 
Payment  

Probation and Court 
Accounts  $27,985,732  57.2% 92,454   $302.70  

Traffic Tickets  $18,812,539  88.0% 62,103   $302.92  

Medical Bills  $  7,364,848  8.7% 44,049   $167.20  

Miscellaneous   $     592,305  53.1%   3,994   $148.30  

     

Total for Fiscally Active 
Accounts  $54,755,425  35.1%  202,600   $270.26  
Source: Department of Revenue 
 
It should be noted that these amounts are not matched to accounts, meaning that 
receipts do not necessarily relate to account charges. Receipts may have been posted to 
accounts in FY 2008-09 for charges incurred many months or years earlier. In addition, 
the number of medical accounts figure is inclusive of “boomerang” accounts that were 
referred to DOR but then referred back to the hospital for billing to the responsible 
insurer. The dollar value of these accounts is excluded from the payments column. 
 
In addition to the medical receipts shown in Table I.3 above, the Department of 
Revenue and Valley Medical Center also identified at least $12.3 million worth of 
accounts receivable in FY 2008-09 that had not been billed to applicable third-party 
payers, such as Medi-Cal, Medicare, or private insurance, by the Health and Hospital 
System. This amount is for the hospital only and does not include similar types of 
“boomerang” accounts for physician fees and health department debts. Such amounts 
are estimated to be much smaller. An undetermined amount of these bills were 
subsequently paid by private insurance, Medi-Cal, Medicare or other programs, thus 
resulting in an undetermined but material additional amount of revenue to the County.  
Such receivables are described in detail in Section 3 of this report.  
 

6



Introduction 

                                                                                                       Board of Supervisors Management Audit Division 

 

The sum of the revenues in Table I.2, the revenues in Table I.3, and the unbilled medical 
account receivables identified by the Department of Revenue in FY 2008-09, is $82.2 
million. This is more than $1 million in revenues for every DOR employee. 

Overall Net Collection Rates 
 
As previously shown, the majority of the Department’s accounts were not monetarily 
active in FY 2008-09, in the sense that there were no charges, adjustments, or payments 
on those accounts. The lack of fiscal activity on the accounts does not imply or equate to 
a lack of collections activity on the accounts.  Collections activity carried out in                
FY 2008-09 will result in revenue received in subsequent years that is not reflected in the 
FY 2008-09 collections amounts. Table I.4 on the following page provides an overview 
of all gross debt and receipts that were in the Department’s accounts receivable (CUBS) 
system as of December 5, 2009. The time period for these transactions is unknown.  
 
 

Table I.4 
 

Total Collections on 578,258 Accounts as of Dec. 5, 2009 
 

Debt Type 
Debt 

Amount Collections Percent 
Court and Probation  $362,572,827   $117,241,331  32.3% 
Traffic Tickets  $  98,152,625   $  50,250,296  51.2% 

Medical  $354,655,605   $  43,292,099  12.2% 
Miscellaneous  $    7,144,256   $    2,208,280  30.9% 
     
DOR Total    $822,525,313   $212,992,006  25.89% 
     
Private Agency Total  $  43,901,613   $    2,856,267  6.51% 
     
Grand Total  $866,426,926   $215,848,273  24.91% 

   Source: DOR system balance verification report, Dec. 5, 2009 

Office Hours 
The Department of Revenue’s office is located at 1555 Berger Drive, Building 2, in San 
Jose. It is open most weekdays from 8:00 a.m. to 5:00 p.m., with the last payment 
accepted at 4:45. In an effort to provide better customer service and increase telephone 
contact with debtors, beginning on September 1, 2009, the department began a pilot 
program in which the office is open from 8:00 a.m. to 7 p.m., on Tuesday evenings, with 
the last payment accepted at 6:45. Half of the department staff works late every other 
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Tuesday to facilitate public access in the evening hours. The office is closed on 
weekends.7  

Organizational Staffing, Structure and Functions  
As of November 2, 2009, the Department, which was within the County’s Finance 
Agency, had 80 authorized positions.8  These positions included a Director and support 
staff, an Information Systems Unit, staff responsible for general collections, staff 
responsible for justice system collections, and support staff. Each of these units is 
further described below.  
 
Excluding extra help staff, half of the Department’s authorized positions are in 
administrative or support roles; the other half serve in collections units. Of the 42 
positions in collections functions, there was one Office Specialist with time split 
between the two collections units, four Collections Clerks, 30 Collections Officers, 
including two vacancies, five Senior Collections Officers, and two Collections 
Supervisors. According to the Department, 12 support staff also engage in an hour of 
collections activities per day. 

Director’s Office 
The Department has a Director who is supported by an Executive Assistant, an 
Administrative Services Officer I/II and an Office Specialist III. The following activities 
are carried out in this unit: policy development; program planning and implementation; 
legislation review; budget development, monitoring, reporting and planning; 
management analysis; personnel; labor relations; procurement; contracts; payroll; 
facilities; safety; training coordination; forms management; travel coordination; 
accounts payable; and performance of overall clerical tasks for the department. 

Information Systems Unit 
The Department has an Information Systems Unit, which is staffed by two Information 
Systems Managers and two Information Systems technicians. The unit maintains the 
Department’s data and communication systems, network, workstations, and web site, 
and resolves processing problems.  It is responsible for processing automated payment 
interfaces and issuing monthly billing statements and delinquent notices.   
The Unit develops new systems solutions to enhance production and efficiency 
capability and in response to legislative changes regarding fines, fees, new mandates 
and programs. Oversight of Department security and HIPAA requirements resides in 
this Unit.   
 
 

                                                
7 It should be noted that private collections agencies generally operate during non-standard business hours during the 
week and on the weekends. 
8 On April 13, 2010, the Board of Supervisors approved the addition of 12 new unclassified positions for expansion 
of traffic collections (known as the Traffic-2 program.) At the time of the issuance of this report in September 2010, 
these staff had not yet been hired.  
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Fiscal Services Units 
Fiscal Services consists of units for cashiering, accounting control, input/legal, and 
reconciliation/special projects. All of these units are overseen by the Department Fiscal 
Officer and are further detailed below. Fiscal Services oversees incoming revenues from 
Transient Occupancy Tax and Franchise Utility -Fees and prepares DOR’s portion of the 
County cost allocation plan and other required fiscal reports.  This area of the 
Department administers the San Jose State University Student Internship agreement. 
Fiscal Services also administers the County parking violation collections service, 
including the 2nd level Parking Appeals Board. Staff in the Department serve as hearing 
officers for these appeals. 

Fiscal Services - Cashiering 
As of November 2009, the Cashiering Unit was staffed by a Supervising Account Clerk, 
four Account Clerks, and five cashiers, including two vacancies. 
This unit is responsible for receiving and posting payments to the accounts receivable 
system (CUBS).  The daily business fluctuates, based on the time of month.  It is busiest 
about the second week after bills are received (half are generated on the 7th of the 
month, half on the 21st).  Staff members receive and post payments made in person (150-
400 people per day), by mail (500-3,000 pieces per day), and through the Internet 
payment web site and EDS telephone payment option. 
The Cashiering Unit is responsible for the timely posting of all payments.  Most 
payments are processed using a BancTec automated payment processor located at the 
Tax Collector’s Office.  The DOR public counter is staffed by cashiers who receive and 
post payments and direct clients to collection staff for interviews and related account 
concerns. Cash and checks, as well as money orders, credit cards and payment via the 
telephone and internet are balanced daily and forwarded to the bank for deposit. 
Unidentified payments or overpayments are researched, applied to outstanding debts  
or refunded by the staff in this unit.   

Fiscal Services - Accounting Control   
As of November 2009, the Accounting Control Unit was staffed by one Supervising 
Account Clerk, a Sr. Account Clerk, and six Account Clerks. This unit is responsible for 
initiating and posting financial adjustments, payments and refunds to existing accounts, 
reinstating purged accounts, consolidating charges, and the daily internal balancing of 
accounts receivable on CUBS.  The unit also audits the automated transfer of new court 
accounts.  Staff review Court minute orders which identify the financial obligations for 
each case, and they calculate the appropriate allocation to myriad recipient entities. This 
unit is the contact point for inquiries from and communication with victims of crime.  

Fiscal Services - Legal / Input 
As of November 2009, the Legal/Input Unit was staffed by one Supervising Account 
Clerk, four Account Clerks, and five Office Specialists. Legal Support staff prepare legal 
documents for Court action, including Small Claims applications, Order and 
Judgments, Summons and Complaint documents, Writs of Execution, Abstracts of 
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Judgment, Satisfactions, and Memoranda of Cost.  These documents are required to 
support legal actions to collect on accounts.  The unit manages the coordination of 
process service and certified mailing for legal documents.  This unit also conducts 
Bankruptcy research. Input staff perform data entry set-up of all non-electronically 
processed accounts (e.g., Victim Restitution, Weekend Work, Electronic Monitoring 
Program, Family Court Services, County payroll wage overpayments).  They also 
transcribe accounts receivable recap detail and provide data entry of any additions to 
existing electronically processed accounts, i.e., new hospital and court accounts which 
are processed through automated file transfers. This unit provides telephone 
receptionist support for the Department (1,200-1,500 calls per week), handles the 
processing of mail as well as mail returns (700-1,000 per week), and the entry of address 
changes to existing accounts (100-400 per week).    

Fiscal Services – Reconciliation and Special Projects 
As of November 2009, the Reconciliation and Special Projects Unit was staffed by three 
Accountants. Staff in this unit reconcile all financial activity to all funds, prepare 
County and Court revenue distributions to numerous dispositions, issue restitution 
payments to victims, prepare refunds of overpayments, and post all Franchise Tax 
Board (Tax Intercept Program and Court Ordered Debt Program) and Bay Area Credit 
payments.  Bay Area Credit is a local private collection agency that provides contracted 
outside collection services. DOR refers cases to Bay Area Credit after it has exhausted its 
efforts with the cases.   

Collections Units 

General Collections 
Collections units are divided between General Collections and Justice Collections. 
General Collections primarily provides services for medical accounts for care provided 
at Valley Medical Center, but also includes miscellaneous other accounts. General 
Collections is overseen by a Supervising Revenue Collections Officer, and divided into 
two units, each of which is headed by a Senior Revenue Collections Officer, plus a third 
unit for probate and lien accounts that is staffed by a single collector. Including the 
supervisor and all direct support staff, the General Collections function was authorized 
in November 2009 for 17.5 positions.  
 
Revenue Collection Officers and Clerks assist debtors by explaining new accounts, 
providing itemized charges, interviewing to determine ability to pay, negotiating 
payment arrangements, establishing payment plans, verifying eligibility for Medi-Cal, 
and so forth. Collections staff conduct “skip tracing” by using a variety of sources to 
determine a debtor’s whereabouts, employment, earnings, property, liabilities, assets 
and ability to pay, and they recommend disposition of accounts when collection of the 
account cannot be realized at DOR.   
 
General Collections is responsible for researching probate and lien accounts, filing 
Small Claims actions and coordinating lawsuits with County Counsel.  Collection 
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activity also includes attachment of wages, interception of tax returns, and recordation 
of Reimbursement Agreements.  By practice, DOR does not levy bank accounts or 
report accounts to credit agencies, however, accounts referred to DOR’s outside 
collection services may be subject to these actions. Worker’s Compensation - cases are 
referred to an outside attorney firm that specializes in this area.  The firm confers and 
coordinates collection actions with the Supervising Revenue Collections Officer of this 
division. 

Justice Collections 
Justice Collections is overseen by a Supervising Revenue Collections Officer. Including 
the supervisor, authorized staffing in Justice Collections as of November 2009 was 24.5 
collections staff, including two vacancies. Justice Collections is divided into three units – 
formal probation, traffic, and informal “muni” probation, each of which is overseen by 
a Senior Revenue Collections Officer.  Justice collectors explain Court Orders and 
criminal as well as civil judgments and return delinquent accounts to the Court for 
issuance of bench warrants, as an Order to Show Cause or for referral to civil collection 
processes.  For Probation cases, the Department attempts to collect full payment from 
probationers prior to the expiration of the probation period. An important distinction 
between general and justice collections is that a large share of the County’s cost of 
justice collections is paid for by cost recovery from collections, and the majority of the 
revenue is not retained by the County. California Penal Code Section 1463.007 allows 
costs for the collection of delinquent court-ordered debt to be offset against collected 
fines, penalties and fees. In FY 2008-09,  cost recovery for collecting justice accounts was  
almost $3.9 million, - and this equated to  almost 47 percent of the Department’s total 
expenditures of $8.3 million. Because of this cost recovery, justice collections are less 
expensive for the County General Fund; however, the General Fund payoff is also less, 
as most of the net justice funds collected flow to the court and other agencies, whereas 
most of the general collections dollars are retained by the County. 

Department of Revenue Accomplishments 

Management audits typically focus on opportunities for improvements within an 
organization.  To provide a broader perspective on operations, this section summarizes 
some of the most important accomplishments of the Department.  In addition, pursuant 
to our request, the Department Director provided a memo, incorporated herein as 
Attachment I.1, highlighting those accomplishments she feels are most important.  

Some of the Department’s self-identified accomplishments are briefly summarized 
below: 

• Long-term collection of $9 to $10 for every dollar spent 

• Identification of new revenues, and development of new collections programs 

• Recovery of about half of costs from non-General Fund sources 

• Efficiency improvements in the management of staff and work processes 
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• Maintaining office hours until 7 p.m. on Tuesday evenings 

 
Topics Requiring Additional Review 

During the course of a management audit, certain issues may be identified and brought 
to the attention of the department being audited and the Board of Supervisors, even 
though a specific finding is not included in the report.  Discussed below are topics for 
further review. 

Departmental Space Constraints 

The space allowance for both employees and files at the Department’s Berger Drive 
office is poor, and may become worse to the extent that the Department adds staff as 
authorized to expand the traffic collections program. Although Auditors have no 
recommendations for resolving the space shortage, the possibility of re-configuring the 
space to make better use of the existing offices, expansion into nearby space in the 
building, or re-location to a larger space, should be explored. Department management 
has indicated an interest in hiring an office space designer within its existing budget to 
explore its options regarding use of space.  

Printing of Unnecessary Reports 

The Department of Revenue prints at least 238 copies of paper reports for informational 
purposes every four weeks, primarily for use by its staff. Some of these reports are 
lengthy and some copies may be unnecessary. For example, the Department has a 
report that lists the approximately 39,000 actively worked general accounts that have 
been overdue for more than six months. Two copies of this report, which is 
approximately 795 pages long, are printed every four weeks. One copy is split apart and 
distributed to collectors. The other is provided to a staff person who updates a 
delinquency report. At the end of the week, the employee shreds it. This one - report 
therefore results in approximately 10,335 pages annually that are unnecessarily printed 
and destroyed.- The Department should review its regularly published reports to 
ensure that all copies are necessary, and convert as many as possible to electronic 
format for online use As of late July, 2010, the Department reported that it had begun 
converting most of its reports to electronic format, and that it was undertaking a review 
to determine whether some might be able to be reduced.  

Internal Control Improvements 

The Department could improve its compliance with the County’s cash handling policy 
and its internal controls by: 

• Posting signs at its cashier counters informing customers that they should 
request receipts. The absence of such signage is counter to the County’s cash 
handling policy. 

12
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• At present, Collections Officers may deem accounts with unpaid balances of 
$2,500 or less as uncollectible. This means that an average account could be 
deemed uncollectible without supervisory review. At present, the Department 
reports that a supervisor conducts an annual review of uncollectible 
designations. Producing regular reports to enable managers to track who is 
classifying which accounts as uncollectible and how often would improve 
controls. 

• Ensuring that the key to a drawer where cash is held is not left near the drawer 
but kept by a supervising or lead cashier. 

• Using a locked bag to transport mailed payments from the Department’s offices 
to an offsite processing machine.  

Survey of Other Jurisdictions 

To gain an understanding of distinctions and similarities across California Counties’ 
collections departments, auditors attempted to survey 12 agencies. Eight responses 
were received, including a response from the County of Santa Clara Department of 
Revenue.  

Where appropriate, information from the surveys has been included in the body of the 
audit report.  It should be noted that the survey responses are self-reported information.  
Auditors did not verify the accuracy of the information reported by other agencies. A 
summary of survey responses from each agency is incorporated as Attachment I.2. 
Copies of the full response by each jurisdiction are available upon request.  

Highlights from the survey responses, and follow up interviews where possible, 
include: 

• The County of Santa Clara is the only responding County with a hospital that does 
not require patients to sign agreements to reimburse the County for the expense of 
their hospital treatment; 

• Responding counties other than Santa Clara have a greater share of their collections 
staff in direct collections positions (56 percent vs. 46 percent); 

• The County of Santa Clara is the only responding county except Contra Costa to 
assign caseloads to Supervising Collectors; 

• Other counties report higher typical payment plan amounts than Santa Clara ($62.5 
on average, vs. $50); 

• All responding counties except Santa Clara report accepting credit cards by phone 
with their in-house staff, usually without charging a fee. County of Santa Clara 
charges a variable fee. In addition, most also accept credit card payments by mail, 
which County of Santa Clara does not.  
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• Except for the County of Santa Clara, all responding counties report using bank 
levies to obtain money from debtors who have yet to pay by other means.  

• Santa Clara is the only county that reported not having account-based criteria for 
prioritizing accounts for Collections Officers to work. Most other agencies prioritize 
accounts based on the dollar amount and/or age of accounts. It should be noted that 
the Department’s accounts system (CUBS) does generate work lists for Collections 
Officers based on dollar amounts and age of the account and identifies “first” 
priority accounts as those with over $5,000 in unpaid balance; however, there is no 
written policy regarding which of accounts should be worked first and in practice 
Collections Officers use their discretion to prioritize the workload.  
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Section 1. Improving Payment Methods  

• The County of Santa Clara Department of Revenue (DOR) does not use methods 
offered by other counties that would make the payment process more convenient 
for debtors and collection staff. For example, the Department does not permit 
debtors to set up payment plans by mail1 or on-line, does not take credit cards 
directly by phone, mail or on-line, and uses a third-party agency to collect on-line 
and telephone credit card payments that charges debtors high fees. 

• Combined with the Department’s limited payment hours (8 a.m. to 4:45 p.m. on 
most days) and high caseloads for Collections Officers, limited payment options 
make it more difficult for debtors to pay, particularly in the case of debtors who 
cannot readily come to DOR’s offices, such as non-County residents, debtors 
lacking transportation, and debtors without the ability to get off work during 
normal business hours. In addition, academic research and other counties’ 
anecdotal reports indicate that charging fees for processing payments reduces 
collections. Lastly, limited payment options also result in heavier use of staff-
intensive, at-the-counter payment options.  

• By allowing debtors to accept default payment plans by mail, and accepting credit 
card payments by phone, mail and on-line via a vendor without high fees, the 
Department would make the payment process more convenient and less 
expensive, and probably increase collections. For each 1 percent increase in gross 
collections, the Department would receive an estimated $550,000, an increase in 
net collections of 1.2 percent. Further, these steps likely would reduce foot traffic 
to DOR’s offices, freeing staff to spend more time on collection activity and to use 
new collection methods as discussed in Section 4. 

Existing Payment Options 

Except for certain Probation cases, by the time accounts get to the Department of 
Revenue (DOR), they are already past due.  Once the account is forwarded to DOR, the 
Department sends notices, such as the one shown as Attachment 1.1, to the debtor. 
These notices generally give the debtor three choices. Each of these options is described 
below.  

Option 1 – Pay the entire balance in full by mail or in person by cash or check  

The DOR Berger Drive office’s are open to accept payments weekdays from 8 a.m. to 
4:45 p.m., with extended hours to 6:45 p.m. on Tuesday evenings. There is also a Berger 
Drive drop box provided for drop payments 24/7. However, because the average 
estimated balance on an account that a debtor would receive a DOR notice on is more 
than $2,550 – which is equivalent to more than 8 percent of the estimated 2008 median 

                                                
1 If a debtor mails a payment and it is considered “reasonable,” DOR staff will set up a payment plan in that amount 
and issue bills to the debtor in that amount. 
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per capita gross income of the County of Santa Clara residents – it is likely that most 
debtors lack the means to pay the entire balance immediately in cash. 

Option 2 – Contact a Revenue Collections Officer by phone or in person to establish a payment 
plan 

Unless the debt was assigned by the Court, which established a payment plan by order, 
the debtor cannot typically establish a payment plan by any means other than speaking 
with a Revenue Collections Officer.  For example, the Department does not provide a 
default payment plan on its initial bills, nor does it provide a means for debtors to write 
in or check off potential payment plan amounts on forms, or sign up for payment plans 
via the internet, email or an automated phone system. The debtor must either contact 
the Collections Officer by phone, or come to the office to meet with them. If the debtor 
sends in a partial payment by mail, the Department will credit the account for that 
payment and begin mailing bills to the debtor in the amount of the partial payment, 
thereby establishing an informal payment plan.  However, the Department does not 
make this potential payment method known to debtors. In addition, it should be noted, 
after a payment plan has been established, the Department accepts the installment 
payments by mail.  

Contacting a Collections Officer by Phone 

For a variety of reasons, it can be difficult for a debtor to reach a Collections Officer by 
telephone. First, for court-ordered debt accounts that are considered non-active and 
which have been sent to the Franchise Tax Board, the telephone number given to the 
debtor to call rings solely to an un-staffed voicemail box. All of these calls are 
subsequently assigned to a Collections Officer.  

Additionally, there is not enough staff to provide continuous coverage for the line that 
handles accounts with balances of less than $1,000, and there is a backlog of call returns 
for these accounts, which are picked up by clerks and transferred to the appropriate 
Collections Officer. Court-ordered debt and low-dollar accounts make up a large 
minority of the Department’s accounts. 

Clerks transcribe the name and telephone numbers of the callers who leave messages 
onto lists that are given to Collections Officers. During a January 7, 2010 observation 
conducted for this audit, a Collections Officer received one of these lists for court-
ordered debt. The list contained contact information for 31 debtors who had left 
messages on the un-staffed line. The oldest call on this list had been left by a debtor five 
business days earlier, on December 30, 2009. No one had returned any of the listed 
debtors’ calls until the Collections Officer began leaving voicemails for them on January 
7. The Department does not have written policies governing the timeframe for returning 
debtors’ calls, either those made to un-staffed voicemail boxes or directly to Collections 
Officers. Collections Officers assigned to collect traffic fines have a telephone system 
that, if they do not pick up one call for any reason – such as while they are on break – 
the system logs the Collections Officer out and the telephone will not ring again until 
the Collections Officer logs back into the system. Any incoming call will instead go to 
another Collections Officer in the “traffic” unit that is logged on. The Department 
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should develop written policies governing log in/off of the Traffic telephone system. 
There should also be written policies specifying reasonable timeframes – such as two 
business days – for returning debtors’ calls, whether they are left on general voicemail 
boxes or Collections Officers’ direct mailboxes. The Department indicates that although 
it has no written policies to this effect, it is the Department’s well-known expectation of 
staff that calls are returned within two business days.  For instance, it is so described on 
the Department’s website, and is included in its telephone script.  

It may be difficult for callers to reach Collections Officers when they dial their staffed 
lines as well. Collections Officers have an average of more than 3,500 “active” accounts, 
plus other accounts that may not be in “active” collections but that may nonetheless 
require the Collections Officers’ time. Except for its Traffic collections program, the 
Department does not currently have a mechanism to track telephone answering; 
however, interviews with collections staff conducted for this audit indicate that there 
are instances in which Collections Officers fail to answer their telephones, and their 
voicemail boxes fill up, as illustrated by the letter provided as Attachment 1.22. 

Difficulty reaching a Collections Officer occurs with sufficient frequency that the 
Department provides instructions to debtors who have been unable to contact a 
Collections Officer by phone. These instructions are on the “frequently asked questions” 
section of the Department’s website, as shown in Attachment 1.3.  

According to the Department, when telephone voicemail boxes are full, calls are taking 
off of the mailboxes and logged daily. In addition, in the morning and in the afternoon, 
DOR staff check the mailboxes and write down the calls and give the list to the 
Collections Officers. Copies of the lists go to the Collections Officer Supervisors. Also, 
when the mailboxes become full, the supervisors get an email. Supervisors report that 
they promptly address full mailboxes.  

Contacting a Collector in Person 

Reaching a Revenue Collections Officer in person requires the debtor to come to the 
Berger Drive office on weekdays between 8:00 a.m. and 5:00 p.m., except for Tuesdays, 
when the office is open until 7:00. The office is closed on weekends. Therefore, the 
available times for a debtor to come into the office generally overlap with standard 
business hours, when many debtors are likely to be working. In addition, debtors may 
have difficulty getting to the office due to the distance between the office and their 
homes or workplaces. In a sample of 3,004 accounts taken in late December 2009 for this 
audit, nearly a fifth of accounts were for debtors residing out of the County, with almost 
four percent of debtors residing out of the state. Among traffic accounts, the out-of-
County share was 27 percent.  Lastly, as evidenced by the number of medical debtors 
who qualify for various income-based programs and the number of probationer 
debtors, substantial numbers of debtors have low incomes. Many low-income persons 

                                                
2 This letter related to an account with an outstanding balance of $58,979, which was subsequently deemed 
uncollectible. The Department reports that it does “have phone response problems” but that this letter represents an 
“extreme” case, and is not typical or representative of its telephone response problems.  
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lack access to transportation. The only public transportation available to DOR’s offices 
is VTA Bus Route 66; the office is not near light rail. 

Further, many debtors have had their driver’s licenses suspended for non-payment of 
fines for traffic offenses. There are anecdotal reports of such persons driving on 
suspended licenses in order to physically pay the bill at DOR in order to avoid the 
online and telephone payment fees. During the January 7, 2010 observation, debtors 
who called and offered to make payments were advised to come to the office in person.  

Option 3 – View payment options online 

The notices that are sent by DOR to debtors also indicate that the debtor may go online 
to view payment options. A copy of such a notice is provided as Attachment 1.1. The 
front of the notice does not indicate that the debtor may pay online, although this option 
is provided on the back of the statement. If the debtor goes to the Department’s website 
as directed by the front of the notice, a printout of which is provided as Attachment 1.4, 
the payment link is not immediately evident.  

Under the heading of “Credit Card Payments” is what appears to be a payment link, 
but that link in fact takes the viewer to a separate payment options webpage, a printout 
of which is provided as Attachment 1.5. This page has a heading for “Credit Card and 
Electronic Fund (ACH) Transfer Payments,” which describes making a payment with a 
credit card. The page states that the debtor must pay a “convenience fee” to use a credit 
card, but does not indicate how much the fee is. In fact, the fees are much higher than 
any other county contacted for this audit – nearly $150 for a $5,000 payment. These fees 
are not charged by the County, but by a vendor. The fee amounts are shown in 
Attachment 1.6. These fees are discussed later in this section, and also in Section 2 of 
this report. 

Although the webpage does not indicate the amount of these fees, it states that if the 
debtor is not satisfied with the amount of the fee, the debtor may cancel the payment 
and remit “by mail or come to our office to make payment.” However, a debtor in fact 
may not remit payment by mail by credit card. Therefore, a debtor who lacks sufficient 
cash to pay the debt in full by check, and does not wish to pay large fees for use of a 
credit card, has no option but to physically come to the office to conduct the 
transaction.3 With the exception of traffic accounts, non-payment of which may result in 
suspension of driver’s licenses, and very rare instances in which interest expenses may 
accrue, there are few penalties for non-payment while an account is at DOR. Therefore, 
debtors may choose to avoid the hassle and expense of immediate payment, 
particularly those debtors who live outside the County. (In a sample of 3,004 accounts 
taken for this audit, more than 27 percent of traffic ticket debtors with outstanding 
balances had a non-County address.) 

                                                
3 Although never identified by the Department on any of its communications, debtors may make a partial payment 
by mail. Partial payments are credited to the debtor’s account, and subsequent statements are sent for only the 
balance due.  
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If the debtor proceeds to try to pay the debt with a credit card, the webpage indicates 
that to get there, the debtor must follow the “civil assessment payment” link. This 
description may be confusing for the majority of the Department’s debtors who do not 
owe civil assessment fees. Nonetheless, if the debtor proceeds to click the “civil 
assessment” link in an attempt to pay a bill, there is a two-page discussion, as shown in 
Attachment 1.7, about payment of civil assessments prior to the debtor getting to the 
internet payment link. Finally, debtors who click that link are able to determine what 
the credit card payment option will cost, and to actually make a payment. This page is 
provided as Attachment 1.8. This payment link is directly identified on the back of the 
debtor’s statement, as shown on the second page of Attachment 1.1. In contrast, San 
Mateo County’s collections website has a clearly identified online payment link, as 
shown in Attachment 1.9. Attachment 1.10 shows the link provided under the heading 
of “payment options.” The County of Santa Clara Department of Revenue should 
revamp its website and mailings to clearly identify its online payment link. The 
Department has indicated that it deliberately makes the online payment link 
challenging to locate in order to encourage persons who are making “civil assessment” 
payments to understand that if they pay by check or electronic funds transfer, the 
Department of Motor Vehicles places a hold for at least 30 days on release of their 
suspended driver’s license. The Department could get around this issue by having a 
separate link for just “civil assessment” payments that then links to the payment link.  

Payment Methods in Use by Other Counties  

In general, the County of Santa Clara’s collections approach is to 1) put the onus on the 
debtor to contact the Department, and 2) to promote in-person payments.  This 
approach is the reverse of that of most other large California counties that provided 
information about their practices for this audit. For example, most other counties prefer 
and encourage payments by mail, internet and telephone.  

Encouraging Payment by Mail  

Pre-Set Payment Plans 

In Sacramento County, for example, the installment amounts are pre-set – normally at 
about $50 a month – in the initial billing statement, as shown as Attachment 1.11. There 
is no interaction required between the debtor and the Collections Officer in order for the 
debtor to begin making monthly payments. So long as the debtor makes the payments, 
Collections Officers have no need to act on the account. If the debtor does not make the 
payments, collections activity begins. If additional charges are added, the payment plan 
automatically increases, as shown in the Sacramento County example mailing that is 
Attachment 1.12. This process is in stark contrast to the County of Santa Clara’s current 
practice, in which monthly bills cannot be set up until a debtor personally speaks with a 
Collections Officer. As previously indicated, it can be difficult for debtors to reach 
Collections Officers. The Department of Revenue should establish a default payment 
plan of $50 a month that is sent out on most of its initial billing statements. Fifty dollars 
is the Department’s single most common payment plan amount, representing an 
estimated 37 percent of all payment plan amounts. Of the 50,626 accounts with payment 
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plans as of April 2010, 63 percent were set at $50 or less. The top five payment plan 
amounts are shown in Table 1.1 that follows. 

Table 1.1 

Top Five Payment Plan Amounts  

        Source: Department of Revenue 

The default payment statements should instruct debtors to 1) either pay the entire debt, 
either by check or money order by mail or by credit card by mail with an enclosed 
credit card payment slip; or 2) make the monthly installment payment; or 3) contact the 
Department to establish a payment plan in a different amount. The default payment 
plan statements should not be provided for debtors with account balances of less than 
the default installment payment amount or probationers who must pay off their 
probation expenses within the three-year probation period. In these instances, the 
Department should establish policies for setting installment payment amounts, and 
Collections Officers should adjust as appropriate the default installment payment 
amount that is mailed to the debtor based on these policies. After two mailings, any 
debtor that does not either pay the entire bill or begin making payments should not 
receive further payment plan notices. If, by this method, the Department were to 
increase the number of debtors with default payment plans by 1 percent (about 500 new 
payment plans), and those debtors paid the default amount, it would bring in $300,000 
annually in new revenues.  

Credit Card Payments by Mail 

The County of Santa Clara Department of Revenue does not accept credit card 
payments by mail. Of the seven largest counties, other than Santa Clara, that responded 
to a survey for this audit regarding collections practices, five reported taking credit card 
payments for collections accounts by mail. These counties are Contra Costa, Fresno, San 
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Francisco, Orange and San Bernardino. As of April 2010, only San Francisco charged a 
fee for these credit card transactions, although some other counties were considering 
some type of fee. As previously stated, the Department of Revenue should mail a credit 
card slip to debtors with their initial bills.  

Encouraging Payment by Telephone/Internet 

As of April 2010, any debtor calling the collections offices of the counties of Contra 
Costa, Fresno, San Francisco, Alameda, Orange, San Bernardino or Sacramento could 
make a payment by credit card to in-house staff. In some cases, these payments are 
taken directly by Collections Officers; in others, the caller is transferred to a cashier. 
However, in the County of Santa Clara, in-house staff cannot take any collections 
payments by telephone. Any payments made to staff must be made in-person to a 
cashier at the Department’s Berger Drive offices. Therefore, if a County of Santa Clara  
debtor is on the telephone with a Collections Officer and asks to pay the debt with a 
credit card, the Collections Officer will either request that the debtor come to the Berger 
Drive office to make the payment, or give the caller the telephone number of an outside 
vendor. The County contracts with this vendor, CUBS, to take telephone and online 
payments by credit card and other means.  The vendor charges $2.25 for payment by 
electronic funds transfer, and a sliding fee for payment by credit card. The credit card 
fees charged by the County of Santa Clara are substantially higher than fees charged by 
other counties for this service. Most large counties as of April, 2010 charged no fees. 
Many other counties charge either no fee, a small flat fee, or a fee of around 2.5 percent 
through the vendor Official Payments. For example, although San Mateo County does 
charge a fee, the fee is 2.5 percent through Official Payments. This is the same fee rate 
that the County of Santa Clara taxpayers pay if they choose to pay their property taxes 
with a credit card through Official Payments. However, if they pay a County debt with 
a credit card, their fees are far higher. Auditors were unable to find any other agency 
that charges the level of fees charged to the County of Santa Clara  debtors for credit 
card use. The fee schedule and the contract with the CUBS vendor is the subject of 
Section 2 of this report. The fee schedule is also provided here as Attachment 1.6.  

Despite the expense and other challenges, payments by telephone and internet to CUBS 
totaled $6.5 million in FY 2008-09, or nearly 12 percent of the Department’s total net 
collections revenue of $55.7 million that year. The vast majority of this $6.5 million was 
paid by credit card, rather than by bank withdrawals. Estimated fees paid by debtors 
for credit card use in FY 2008-09 were nearly $250,000, an amount representing an 
estimated average fee of 4.4 percent. Auditors obtained detailed data on credit card 
payments made by internet and telephone through this vendor during April 2009.  
There were 2,858 credit card transactions with an average payment of $167. 

Under the CUBS contract, if the County itself pays the fees, the County’s cost is $2.25 
per transaction. Had the Department either absorbed the fees, or paid the fees to CUBS 
at its rate of $2.25 and passed that low fee on to debtors, it is very likely that collections 
by telephone and on-line would have been significantly greater.  

Researchers at Northern Illinois University identified statistically significant 
improvements in electronic payment rates when governments do not impose 
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convenience fees for payment transactions. Attachment 1.12 provides detail on this 
research, including the experience of the City of Tampa, Florida. In March 1995, Tampa 
ceased charging convenience fees that it had imposed for on-line transactions. Although 
the City did no promotion of this change, the City immediately began collecting more 
online payments. For example, its May 2005 online payments were 70 percent greater 
than its May 2004 online payments4. In addition to this research, studies by the U.S. 
Federal Reserve Board have documented consistent, large increases in the amount of 
electronic transactions, compared to payments made by traditional checks, since 2000. 
The last study showed that the per-capita electronic payment rate more than doubled 
between 2000 and 2006. This suggests that electronic payments are efficient and 
generally preferred by the public. Other large California counties contacted for this 
audit generally reported that they do not charge convenience fees, and some staff were 
adamant that charging fees reduces collections.  

As of mid-March 2010, the central collections agencies of at least 12 California counties5 
were using the same vendor that the County of Santa Clara Tax Collector uses to 
process credit card payments. This vendor – Official Payments Corporation (OPC) – 
generally charges lower convenience fees than does the existing Department of Revenue 
vendor. For example, if a person owed $500 to the County of Santa Clara and $500 to 
San Mateo County, and paid both bills with a credit card, the fee would be $15.60 in 
County of Santa Clara, but $12.50 in San Mateo. The fee discrepancy increases as the 
amount of the payment decreases. That is, if a person paid $100 to DOR by credit card, 
the fee would be $4.65, versus $2.50 in San Mateo County. 

Furthermore, if a person paid a $5,000 delinquent medical bill with a credit card 
through DOR’s CUBS, the fee would be $148.60. If the same person paid a $5,000 
property tax bill with a credit card through the County of Santa Clara Tax Collector’s 
OPC, the fee would be $125, for a difference of more than $23.   

The Department of Revenue should substantially revamp its remote payment 
acceptance capabilities. Changes should include eliminating the high fees associated 
with payment by debtors to the County’s current vendor, either by getting a new 
vendor that has more reasonable fees, or by paying the much lower “County-fee” rate 
of $2.25 per transaction that the vendor charges, as further discussed in Section 2 of this 
audit. In the latter case, the County could either pass those much lower fees on to the 
debtor, or it could pay those fees itself in an effort to boost collection rates, consistent 
with anecdotal and research-based accounts of material rate improvements when 
additional fees are not charged. If the County absorbed the cost of transactions at $2.25 
each, it would be the equivalent of the County’s current cost for a Cashier6 assuming 

                                                
4 The study did not indicate whether the total amount of revenue collected was greater or whether the payment 
method was simply shifted from manual to electronic.  
5 Butte, Colusa, Humboldt, Madera, Merced, Monterey, Sacramento, San Bernardino, San Joaquin, San Mateo, 
Tuolumne, and Ventura. This list does not include counties that use OPC for collections payments handled through 
the Tax Collector or the Controller-Treasurer, or other agencies. 
6 The budgeted salary and benefits for a Step 3 Cashier in the FY 2009-10 budget is $66,656. For this same amount 
of money, the County could pay $2.25 per transaction for 29,625 transactions per year. In other words, payment of 
this fee is equal to paying a Cashier who processes about one payment every 3 ½ minutes for 1,790 work hours per 
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that Cashier processed 16.5 transactions per work hour. Therefore, absorbing the fee 
and reducing counter traffic would be cost-effective for the Department. 

CONCLUSION 

The County of Santa Clara Department of Revenue has established a variety of means 
for the public to pay debts owed the County. However, the available options are limited 
and sometimes more expensive than necessary. Improving and expanding payment 
options would likely result in greater collections and more net revenue to the County. 
For example, rather than encouraging debtors to come to the office to pay, the 
Department should enable debtors to pay with credit cards by mail, and should make 
the payment by credit card online and by telephone easier and less expensive. The 
Department should also establish a default installment payment plan for most accounts, 
improve telephone service, and enable Collections Officers to take payments by 
telephone.  

RECOMMENDATIONS 

The Department of Revenue should: 

1.1 Develop written policies regarding management of incoming telephone calls and 
voicemails, including adopting reasonable timeframes for returning telephone 
calls, and clearing voicemail boxes. (Priority 2)  

1.2 Where a default payment plan is not already established (e.g. probation 
accounts), the Department should establish a default installment payment of $50 
a month that is sent out on most of its initial billing statements. This process 
should not be followed for debtors with account balances of less than the default 
installment payment amount or probationers who must pay off their probation 
expenses within the three-year probation period. For these instances, the 
Department should establish policies for setting installment payment amounts, 
and Collections Officers should adjust as appropriate the default installment 
payment amount that is mailed to the debtor based on these policies. (Priority 1) 

1.3 On a pilot basis, provide a credit card payment slip with initial and subsequent 
notices to debtors to enable them to mail back a credit card payment to an 
outside vendor. (Priority 1) 

1.4  Commence a pilot program in which debtors can pay bills on-line or by phone to 
a vendor without paying a fee and track County expenditures and revenue 
receipts for this program for at least one year to determine if net County receipts 
are greater or less under a no-debtor-fee arrangement. At the conclusion of the 
pilot program, the Department should develop a written policy regarding 
charging or absorbing fees.  (Priority 1) 

                                                                                                                                                       
year. This calculation is meant to illustrate the fact that absorbing the convenience fee for a vendor to process a 
payment is equivalent to absorbing the salary of staff to perform the same work. 
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1.5 Revamp its website and mailings to clearly identify its online payment link, and 
provide a payment link on the County’s main webpage. (Priority 1) 

SAVINGS, BENEFITS AND COSTS 

Implementation of Recommendation 1.1 would improve the ability of debtors to reach a 
Collections Officer, and thereby improve collections. Implementation of 
Recommendation 1.2 would increase collections by an undetermined but potentially 
significant amount, and, assuming that the Department did not continue to mail bills to 
non-responsive debtors, would not materially alter printing or mailing costs. 
Implementation of Recommendation 1.3 would result in increased costs to purchase 
credit card payment slips, and to process the increased payments. Such costs would be 
offset by increased revenue from increased payments. For example, the Department 
currently collects about 10 percent of its total revenue by remote credit card payments, 
even though the internet and telephone credit card fees are high, the online payment 
link is somewhat obscure, and Department staff tend to advise debtors to make 
payments in person rather than remotely, and credit card payments cannot be made by 
mail. Implementation of Recommendation 1.4 would enable the Department to 
determine whether it is more cost effective to pass fees established on to the debtor or to 
absorb those fees as a cost of doing business, and to establish a fee policy based on that 
evidence. Implementation of Recommendation 1.5 would facilitate immediate debt 
payments. Implementation of all of these recommendations would likely increase net 
collections revenue. Each 1 percent increase in gross revenue collections would increase 
revenues by $550,000. Implementation of these recommendations also would reduce 
counter traffic at DOR’s office, freeing Collections Officers and Cashiers to spend more 
time on collections activities, including new tactics as described in Section 4 of this 
report. 
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Section 2. Contract for On-line and Telephone Payments 

• The Department of Revenue does not directly accept on-line or telephone 
payments, and in 2003 contracted with its existing CUBS account system vendor to 
develop a credit card payment system on its behalf.  Contrary to County polices, 
this contract, was not competitively bid, has no expiration date, was not processed 
through the Procurement Department or County Counsel, and was not approved 
by the Board of Supervisors. Furthermore, the fees charged to debtors to make 
payments appear to violate State law, because they exceed the County’s cost to 
provide the service, and were not approved by the Board. Because these charges 
do not comply with State law, they may also violate federal law. Current fees also 
exceed the rates proposed in a March 2010 Countywide electronic payment policy, 
and are far higher than fees charged by another vendor providing similar services 
to the Tax Collector’s Office and to the collections units in other counties. 

• The high fee structure also encourages in-person payments, which tie up staff at 
the DOR counter, and also discourages payment of debts generally. Academic 
research and anecdotal reports from other counties indicate that charging of 
“convenience fees” reduces collections substantially, as further detailed in 
Section 1 of this report. 

• The Department should immediately obtain Board authorization to renegotiate 
the CUBS contract for remote payment services, or replace it with another vendor, 
reducing charges to debtors to no more than 2.5 percent of payment amounts. In 
addition, the County should promote remote payments and collections by 
implementing a pilot program running for at least one year in which the County 
itself pays the fees, rather than passing the fees on to debtors. This move should 
result in effective savings by reducing staffing requirements at the DOR counter, 
and increase the willingness of debtors to pay outstanding bills, resulting in net 
increased revenue to the County. These changes, in combination with 
recommendations in Section 1 of this report, should bring this function into 
compliance with relevant laws and County policy, while reducing counter-
staffing requirements, increasing net revenues, and facilitating a shift of staff 
from counter work to telephone tasks.  

E-Payment Contract  
 
In 2003, the Department of Revenue entered into what was intended to be a short-term 
contract with its existing CUBS account system vendor for a new service to process 
revenue collection payments on-line and by telephone. The Department itself does not 
accept telephone or on-line payments directly. The agreement, a copy of which is 
provided as Attachment 2.1, was to enable the vendor to use the County as a test site for 
its electronic payment system, and the County in return would get product support and 
training for free. 
 
The contract provides that there are credit card transaction processing fees 
(“convenience fees”) to be paid to the vendor. It specifies that if the County elected not 
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to pass these fees to the public, the credit card fees would amount to a maximum of 
$2.25 per transaction. It does not specify what the fees would be to the public. Although 
the County cost to provide this service is $2.25, the cost charged to the public for this 
same service is in some cases more than 6,500 percent higher, as shown in the fee 
schedule, Attachment 2.2. This is a violation of Government Code Section 6159, as 
shown as Attachment 2.3, which specifically states that the fee is “not to exceed the 
costs incurred by the agency in providing for payment by credit or debit card…”.  

Actual Fees 
 
As of March 2010, the actual fees the vendor charged far exceeded $2.25 per transaction 
that the County would incur to provide this service. A sampling of these fees is 
provided in Table 2.1 below, which shows the percentages of these fees. Note that all of 
the fees exceed the $2.25 per transaction rate identified in the contract as the County 
cost. The system will only accept credit card payments up to $5,000.  
 

Table 2.1 
 

Client Expenses for Paying DOR Bills  
Online with Credit Card 

 
Payment Fee  Percent 
   
 $25  $2.65 11% 
 $26  $3.65 14% 
 $50  $3.65 7% 
 $51  $3.95 8% 
 $75  $3.95 5% 
 $76  $4.65 6% 
 $100  $4.65 5% 
 $150  $6.20 4% 
 $200  $7.65 4% 
 $500  $15.60 3% 
 $5,000  $148.60 3% 

                                                 Source: DOR Web Payments System 

As of mid March 2010, the central collections agencies of at least 12 California counties1 
were using the same vendor that the County of Santa Clara Tax Collector uses to 
process credit card payments. This vendor – Official Payments Corporation (OPC) – 
generally charges lower convenience fees than does the existing Department of Revenue 

                                                
1 Butte, Colusa, Humboldt, Madera, Merced, Monterey, Sacramento, San Bernardino, San Joaquin, San Mateo, 
Tuolumne, and Ventura. This list does not include counties that use OPC for collections payments handled through 
the Tax Collector or the Controller-Treasurer, or other agencies. Additionally, a 2006 study by the Iowa Department 
of Administrative Services concluded that OPC was providing electronic payment services for the Internal Revenue 
Service, 26 states, the District of Columbia and 2,000 local government clients nationwide. 
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vendor – typically around 2.5 percent. For example, if a person owed $500 to the 
County of Santa Clara and $500 to San Mateo County, and paid both bills with a credit 
card, the fee would be $15.60 in the County of Santa Clara, but $12.50 in San Mateo. The 
fee discrepancy increases as the amount of the payment decreases. That is, if a person 
paid $100 to DOR by credit card, the fee would be $4.65, versus $2.50 in San Mateo 
County. 
 
Further, if a person paid a $5,000 delinquent medical bill with a credit card through 
DOR’s vendor, the fee would be $148.60. If the same person paid a $5,000 property tax 
bill with a credit card through the County of Santa Clara Tax Collector’s OPC, the fee 
would be $125, for a difference of more than $23. 

Contract and Fee Approval 
 
Neither the fee amounts nor the contract with CUBS for remote payment services was 
approved by the Board of Supervisors2. The failure to get either approval of the Board 
of Supervisors or delegation of authority from the Board to execute the contract for 
remote payments appears to violate Section 5.3.1 of the Board of Supervisors’ policy 
manual. In addition, the contract has no end date, and was not reviewed by the 
Procurement Department or County Counsel prior to execution. DOR should obtain 
authorization from the Board of Supervisors to re-negotiate or terminate the contract.  
 
Although the code is subject to interpretation, it appears that Government Code Section 
6159 requires, among other things, that the Board approve fees charged for credit card 
transactions. That section states, in relevant part, that “any fee imposed” by a public 
agency for the use of a credit or debit card or electronic funds transfer “shall be 
approved by the governing body responsible for the fiscal decisions of the public 
agency.” These fees are not in the County Ordinance Code Section A14 – Fees and 
Charges, nor are they included in the FY 2010 Countywide master fee schedule. Further, 
the Department of Revenue is subject to federal law via the Fair Debt Collections 
Practices Act. Section 808 of the act states, in relevant part: 
 

“A debt collector may not use unfair or unconscionable means to collect or attempt to collect any 
debt. Without limiting the general application of the foregoing, the following conduct is a violation 
of this section:  
 

(1) The collection of any amount (including any interest, fee, charge, or expense incidental to the 
principal obligation) unless such amount is expressly authorized by the agreement creating 
the debt or permitted by law.” 

The fact that the fees were imposed in a manner inconsistent with State law may 
therefore be a violation of this section of federal law. In addition, the fees also appear to 
violate County policy with regard to electronic funds transfer fees. This policy was 
established in 2005, subsequent to the establishment of the 2003 CUBS contract. 
Controller Treasurer County Policy and Procedure 11-100-001, approved by the Board 

                                                
2 The County had an existing contract with CUBS for account system services, which was appropriately executed. 
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of Supervisors in March 2006, governs “Acceptance of Electronic Fund Transfer 
Payment Methods, including credit cards, debit cards and ACH’s.” A copy of this 
policy is provided as Attachment 2.4.  
 
According to this policy “all fees and charges associated with the electronic payments 
will be based on cost incurred by the County, and determined in accordance with the 
County’s policy for determining fees and charges.” Since the charges under the contract 
are dramatically higher than the County’s costs would be, it appears that the contract 
violates the policy. The policy also indicates that payers should generally incur the cost 
of using electronic payment methods, but states: 
 

“Departments are encouraged to analyze their individual 
situations for business cases where it is in the County’s best 
interest to pay the fees and charges and seek proper 
approval for the department absorbing the associated costs 
or including them in their fees and charges.” 

 
The Department of Revenue should immediately insist that the contract vendor either 
comply with the $2.25 per transaction rate identified in the contract, or identify an 
alternative vendor for credit card payments, such as either the proposed County-wide 
vendor or the County’s existing vendor for property tax payments, and should execute 
an appropriate contract in which fees generally3 do not exceed 2.5 percent of the 
transaction. Any contractual “convenience fees” should be submitted to the Board of 
Supervisors for approval. Further, the department should establish a pilot program of at 
least one year in length in which the County pays the convenience fees itself, rather 
than passing these fees on to debtors. Evidence from other jurisdictions and academic 
research indicates that elimination of convenience fees increases collections by an 
amount greater than the cost of the convenience fees, thus resulting in a net benefit to 
the absorbing jurisdiction. 
 
Further recommendations related to collection of remote payments via credit card are 
provided in Section 1 of this report, which addresses issues with the Department of 
Revenue payment methods.  

CONCLUSION 

The Department of Revenue has contracted with a vendor since 2003 to provide Internet 
and telephone bill payment services to the public. The contract is at odds with the 
County’s normal contracting requirements, and the vendor’s fees are unusually high 
and were not approved by the Board of Supervisors. The Department should address 
this problem immediately, before proceeding to address its available payment processes 
in general, as recommendation in Section 1 of this report.  

 

                                                
3 Some vendors have a $1 minimum convenience fee, which means that small payments would result in fees of more 
than 2.5 percent.  
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RECOMMENDATIONS 

The Department of Revenue should: 

2.1  Obtain authorization from the Board of Supervisors to re-negotiate or terminate 
the contract for remote payment services with CUBS. (Priority 1) 

2.2.  Require that the online credit-card vendor charge no more than the $2.25 per 
transaction rate listed in the vendor’s contract, or cease doing business with that 
vendor and instead contract with a new vendor for provision of remote 
payments via credit card, and ensure that “convenience fees” with that vendor 
generally do not exceed 2.5 percent. (Priority 1) 

2.3  Present the selected vendor’s “convenience fees” to the Board of Supervisors for 
review and approval, consistent with Government Code Section 6159. (Priority 1)  

SAVINGS, BENEFITS AND COSTS 

Implementation of the recommendations would bring the Department’s contract into 
compliance with existing County policies, and State and federal law, and would reduce 
fees for the public, probably resulting in increased collections, as further described in 
Section 1 of this report.   
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Section 3. Improving Medical Debt Collections 

• The estimated outstanding balances at the Department of Revenue (DOR) are 
comprised chiefly of unpaid medical bills incurred by patients at Valley Medical 
Center (VMC). Of the estimated $603 million in outstanding balances, an 
estimated $318 million is medical debt, and medical accounts have been in 
collections for more than an estimated 18 months on average.  

• Because many medical debts are ultimately not collected, as of June 30, 2009, the 
County’s allowance for uncollectible medical debt was $391 million. Some of the 
practices at both DOR and VMC affect collections on these accounts. First, 
although the hospital’s Conditions of Admission Form states that patients are 
responsible for the patient share of unpaid hospital bills, which is enforced in 
court, patients are not required to sign agreements to reimburse the County for 
their portion of expenses. (However, some of these patients may be General 
Assistance recipients and therefore signing agreements to reimburse the County 
for medical expenses.) For patients without reimbursement agreements, it is more 
difficult to collect from them if they subsequently obtain assets or from their 
estates after death.  

• In addition, the appropriate third-party payer is sometimes not identified by 
VMC before the account is transferred to DOR. For example, in FY 2008-09, DOR 
and VMC identified more than 3,700 accounts that were eligible for payment by a 
third party, but that were first sent to DOR before being billed to the responsible 
party. The extent to which there may be other accounts for which a third-party 
payer exists but which has not been identified is unknown. Finally, the length of 
time it takes to transfer medical accounts to DOR also hinders collections because 
such accounts are “stale,” making it more difficult to locate debtors. 

• By requiring patients to sign reimbursement agreements before they leave the 
hospital, obtaining better information from patients so that they may bill third-
party payers before accounts are transferred to DOR, and transferring accounts 
within 60 days of first billing of the patient-due amount, VMC would improve the 
ability to collect medical debts. In addition, by reducing its backlog of extremely 
aged accounts, DOR would facilitate collections of newer accounts, for which 
collections efforts are more likely to be fruitful. For each 1 percent decrease in the 
allowance for uncollectible medical debt reported in the County’s financial 
statements, the County would recover an estimated $3.9 million annually. 

Background 

Pursuant to County Ordinance Sec. A18-6, any person receiving services from the Santa 
Clara Valley Health and Hospital System, including Valley Medical Center (VMC), is 
obligated to pay for services.  

Currently, patients at Valley Medical Center sign conditions of admission forms at the 
time of service. A copy of the relevant portion of this document is provided as 
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Attachment 3.1. These forms state, among other things, that the patient is financially 
responsible for charges not covered by a third party.  County Counsel can and does go 
to Court to enforce these agreements. However, the agreements lack the power of a 
“Reimbursement Agreement,” which would enable the County to collect from the 
estates of patients and to place a lien on their property.  

Reimbursement agreements with patients that receive services at VMC are legally 
binding tools to collect outstanding debt to the County. Based on records at DOR, VMC 
required patients to sign reimbursement agreements as early as the 1950’s, but at some 
point around 1980, ceased requiring these documents. 

These agreements obligate patients to pay when they have the ability to. A sample 
reimbursement agreement is provided as Attachment 3.2. These reimbursement 
agreements waive the limitation of any statute for repayment of medical debt, “now 
owing, or to come due in the future.” If a debtor acquires property and there is a future 
transaction on the property, the reimbursement agreement triggers a lien on that 
property and the County is able to collect outstanding debt. In addition, if the debt is 
not paid by the time the person is deceased, the signed reimbursement agreement 
allows the County to pursue repayment through Probate law. As a result of these 
reimbursement agreements, DOR has been able to collect an unquantifiable amount of 
medical debt.1 However, DOR staff reported that VMC stopped requiring all patients to 
complete a reimbursement agreement in the 1980’s. Failure to require reimbursement 
agreements may result in fewer collections from the estates of the deceased or 
transactions on debtors’ properties. 

Current Use of Reimbursement Agreements 

Other County of Santa Clara departments continue to execute reimbursement 
agreements in accordance with County Ordinance Sec. A18-6. For example, the Social 
Services Agency (SSA) requires all clients to sign a reimbursement agreement as part of 
the application process for General Assistance, which is included as Attachment 3.3. 
Note that the SSA reimbursement agreement contains language referring to medical 
assistance as well. Therefore, when a lien is placed on the property of a client that has 
received General Assistance and medical assistance, DOR is able to collect on 
outstanding medical debt. Recognizing the benefit of securing medical debt, DOR tries, 
after the debt is in collections, to secure outstanding medical debt over $5,000 with a 
reimbursement agreement from the debtor, which is provided as Attachment 3.4. 
However, the frequency of securing reimbursement agreements highly depends on 
accurate contact information for debtors after they have left the medical facility, and the 
willingness of debtors to sign months or years after services were rendered. 

In addition, counties other than Santa Clara which collect debt for their County 
hospitals that responded to a survey for this audit reported that clients are required to 

                                                
1 Outstanding medical balances prior to the 1980’s are not recorded in DOR’s electronic collections system, CUBS. 
Instead, these balances are recorded in paper ledgers or file cards stored at DOR and the data could not be compiled 
during the audit period. 
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sign a reimbursement agreement at their County hospital. These counties are Contra 
Costa, San Francisco and San Bernardino.  

Failure to require patients to sign reimbursement agreements results in lower 
collections. In one example, in which more than $90,000 in medical charges was due to 
the County, and the patient had not signed a reimbursement agreement. When the 
patient became deceased, the County had no legal remedy to require the patient’s estate 
to pay the outstanding debt (see Attachment 3.5) and the outstanding balance was 
subsequently written off as uncollectible.  

In the years since the reimbursement agreement was first implemented in the County of 
Santa Clara, State law was changed and now prohibits the use of liens on primary 
residences as a means of collecting unpaid hospital bills for patients who meet the 
criteria for the hospital’s charity or discount payment programs. This prohibition is 
stated in California Health and Safety Code Section 127425 (f) (1). This section also 
prohibits wage garnishments for qualifying patients as well.  The law does not prohibit 
using the reimbursement agreement to collect outstanding debts from the estate of 
persons who qualify for the hospital’s charity or discount payment programs. 

Given this code section, VMC should include reimbursement agreements in every 
patient packet informing patients that they will be billed for medical services and 
requiring patients to pay for the services to the extent that the services are not 
reimbursed by a third party and to the extent allowed by law. The reimbursement 
agreements should contain similar language to previous VMC agreements, waiving the 
statute of limitations for collecting medical debt “now owing, or in the future.” Such 
language would require any patient to sign the agreement once, but have it applied to 
future medical services.  

Valley Medical Center should determine whether patients meet the criteria under the 
hospital’s policies for charity or discount payment programs, as it does currently, and 
should use this information to ensure that liens are not placed on the primary 
residences of qualifying patients. Because the law allows patients to apply for charity 
care within 150 days of service, VMC should have six months to make note of the 
patient’s qualification for programs. 

By requiring every patient to sign a reimbursement agreement, the County would be 
doing due diligence in informing patients of their obligations while providing the 
County an additional mechanism for collecting outstanding medical debt. Based on 
interviews with various VMC staff, there is some question as to whether all patients 
know that they must pay for outstanding medical bills, regardless of their insurance 
and financial status. Some patients may believe that services are free because they are 
provided by a public agency. 
Timing of Transfer to DOR 

Accounts transferred by VMC to DOR were randomly sampled for this audit in order to 
assess the effect of shortening the time-line for transfer of medical bills to DOR. The 
sample included medical accounts that were transferred by VMC and still housed at 
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DOR, as well as accounts that were eventually referred to a private collection agency by 
DOR. It is important to note that a single medical account could have multiple bills 
transferred from VMC to DOR. For example, a patient may have three separate bills 
from the same date of service transferred to DOR, one bill for the pharmacy, another for 
professional service fees and a third for hospital services. Further, a debtor could have 
multiple dates of service at VMC. All of the medical bills for a single debtor are 
included in the same DOR account. Therefore, a sample of 100 medical accounts that 
were transferred to DOR in 2009 yielded 161 separate medical bills for analysis.  

On average, it took 187 days, or more than six months, from the date of service until the 
medical bill was transferred to DOR for collections.2 Further, 16 medical bills exceeded 
one year from the date of service to transfer to DOR, and one of the accounts transferred 
to DOR more than five years from the date of service. According to hospital 
management, the time that it takes to transfer these accounts is driven by the length of 
time that it takes for the bill to be processed and paid by any applicable third-party 
payer(s), followed by subsequent billing of the patient share of cost to the patient. In 
some cases, it may also be affected by the length of time that a seriously injured 
individual is receiving care. 

It is generally accepted that collection success is diminished as accounts become “stale.” 
For example, credit card companies often sell delinquent credit card debt to other 
collection agencies and the sale price for delinquent debt is driven by the age of the 
account, with older accounts worth less. Data included in a Government Accountability 
Office (GAO) report and shown in Attachment 3.6, illustrate that debt between 91 days 
to six months delinquent have a higher sale price than debt that is more than six months 
delinquent because collection agencies are able to collect more of the debt. Therefore, 
the time that elapses before DOR is notified of a patient’s medical account obligation 
affects its ability to collect on that debt.  

VMC should reduce the timeline of transferring outstanding medical debt, which is that 
debt that has been determined to be the unpaid patient’s share of cost. While it may 
take weeks or months for third-party payers to provide payment on a bill, at the point 
when third-party payments have been credited to the account and any remaining 
positive account balance is deemed to be the patient’s responsibility, VMC should bill 
the patient for the patient’s share for a period of 60 days before transferring the account 
to DOR. Currently, such transfers occur at about 90 days, according to hospital 
management. 

Timely Billing of Third-Party Payers 

After a medical debt has been transferred to DOR as an accounts receivable, a DOR 
Revenue Collections Officer (Collections Officer) or VMC staff member may find that 
the patient is eligible for a third-party to pay all or a portion of the medical bill. In these 
situations, an “adjustment” is requested to reduce collectible charges and the account is 
transferred back to VMC so that Medi-Cal, Medicare, private insurance, or other third-
party payer may be billed for the charge.  
                                                
2 According to the Department of Revenue, transfers have been occurring more quickly since late 2009. 
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As shown in Table 3.1 on the following page, the value of medical accounts transferred 
to DOR for collections, but subsequently identified as debt that should have first been 
billed to a third party, was $13.9 million in FY 2008-09. This amount was from 3,700 
accounts that then “boomeranged” back to VMC so that the hospital could then bill 
insurance or other appropriate party. The data in the table below does not include 
adjustments for mental health charges. The accounts are shown based on whether the 
error was identified by VMC or DOR.  

 
 

Table 3.1 
 

Unpaid Medical Bills Transferred by VMC to DOR  
for Collection and Subsequently Returned to VMC for Third-Party Billing 

in FY 2008-09 
 

 Department of Revenue Valley Medical Center Total 
Adjustment 

Type 
No. of 

Accounts Dollar Amount 
No. of 

Accounts Dollar Amount Dollar Amount 
Medi-Cal 2,007 ($6,762,458) 605 ($1,654,676) ($8,417,134) 
Medicare 59 ($335,452) 15 ($25,005) ($360,457) 
Insurance 473 ($2,982,434) 124 ($511,149) ($3,493,583) 
Ability to 
Pay3 337 ($1,214,865) 104 ($392,062) ($1,606,927) 
Total 2,876 ($11,295,209) 848 ($2,582,892) ($13,878,101) 
Source: Department of Revenue 

 

According to VMC Patient Business Services (PBS) staff, which is responsible for billing 
these accounts, there are several reasons why accounts eligible for third-party payments 
are transferred to DOR prior to billing the third-party.  

First, the financial status of the account may be miscoded due to inaccurate or 
incomplete information about the patient. For example, a patient screened for 
outpatient services may not be forthcoming about their ability to pay, insurance 
coverage, or eligibility for other programs when making an appointment at VMC. 
Hospital staff reported that financial screening over the telephone is “cursory.” 
However, the same patient may go through a more rigorous financial screening for 
subsequent inpatient services, revealing eligibility for other programs. PBS would then 
review the patient’s previous charges and request adjustments to account balances that 
have already been transferred to DOR, based on the newly identified information.  

In addition, a patient may not provide VMC all of the required documentation for 
billing, such as an insurance or Medi-Cal card, before they are discharged. Despite 
efforts made by PBS, a patient may not follow up on information needed for third-party 

                                                
3 The Ability to Pay Determination Program (APD) is for County of Santa Clara residents only. Based on a review 
of the patient’s family income, the patient may be eligible for  a lower co-pay that is significantly less than the cost 
of services. Funding for APD comes from Federal Disproportionate Share Hospital (DSH) adjustment payments. 
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billing. Therefore, the account will eventually be coded as “self-pay” and transferred to 
DOR. PBS staff reported that patients may eventually respond with more complete 
information about responsible third parties once DOR initiates collection efforts. This is 
a key reason for the previously mentioned recommendation to transfer the unpaid 
patient’s share of costs to DOR after 60 days. 

Finally, a patient’s insurance coverage or ability to pay may change between the date of 
service and the transfer of the bill to DOR. 

VMC staff reported that as of April 2010, they were reviewing and proposing changes 
to workflow procedures and processes to ensure that all patients treated at VMC have 
their insurance coverage or program eligibility verified, see a financial counselor, 
and/or are referred to a Social Service Agency eligibility worker to apply for assistance 
or charity programs, prior to being discharged from VMC. Any changes to the intake 
and discharge procedures at VMC that would increase its ability to determine the 
patient’s ability to pay, prior to the first billing statement or transfer of the account to 
DOR, would reduce administrative resources currently wasted through the billing, 
collections and adjustment process described above. Hospital management reported 
that new changes include requesting identification, such as drivers’ licenses, from 
patients. VMC should improve its procedures for collecting adequate information to 
ensure that appropriate payers are identified up front, to minimize the volume of cases 
in which cases are transferred to DOR prior to the billing of the responsible third 
parties. In addition to increasing collection rates, addressing the “boomerang” of 
medical accounts would eventually reduce the cost of collections. According to DOR, 
the cost to collect medical debt in FY 2008-09 was $3.3 million, or 34 percent of DOR’s 
actual expenditures of $9.7 million4 in FY 2008-09. This includes staff time and resources 
spent researching accounts that should have been billed to a third-party prior to 
transfer to DOR. However, DOR only received $1.5 million from VMC for its collection 
services in FY 2008-09. DOR staff reported that VMC was only charged $1.5 million 
based on -the long-standing agreed to cost allocation method of allocating total DOR 
expenditures to clients based on their proportion of collections.5 For example, if DOR’s 
collections for VMC represented 20 percent of DOR’s total collections in FY 2008-09, 
DOR would only request reimbursement from VMC for 20 percent of expenditures in 
FY 2008-09. Although VMC directly reimburses only a portion of the costs of these 
collections to DOR, due to the large General Fund subsidy for VMC, as a practical 
matter the remaining portion is paid by General Fund dollars. If, in the future, VMC 
should become less dependent on General Fund resources, it should reimburse DOR for 
the full cost of its collections.  

 

 
                                                
4 The $9.7 million includes $8.3 million in DOR’s actual expenditures for FY 2008-09 and $1.4 million in costs for 
outside collection agencies. 
5 This method of cost allocation is distinguished from the method used for remaining DOR collection costs, which is 
driven by requirements of Penal Code Section 1463.007 that allows cost recoupment for the collection of delinquent 
court-ordered debt. -. 
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Timely Billing 

When medical accounts are transferred to DOR approximately six months, on average, 
after the date of service, over 3,700 accounts are returned to SCVMC for appropriate 
billing, and there is a backlog of accounts, the County risks billing third-party payers in 
an untimely manner. As a result, the County could be unnecessarily classifying charges 
as uncollectible, reducing its collection rate, and losing revenue from medical accounts. 
The estimated outstanding balances at the Department of Revenue (DOR) are 
comprised chiefly of unpaid medical bills incurred by patients at Valley Medical Center 
(VMC). Of the estimated $603 million in outstanding balances, an estimated $318 
million is medical debt, and medical accounts have been in collections for more than an 
estimated 18 months on average.  

According to VMC staff, the County has one year from the date of service to bill and 
receive reimbursement from Medi-Cal and up to 27 months for Medicare. The time limit 
for VMC to file a medical claim with private insurers is typically 90 to 120 days from the 
date of service. When a medical claim is denied by a third-party payer due to untimely 
filing and VMC had the insurance information, the outstanding medical charges cannot 
be billed to the patient. Therefore, VMC must request a reduction in accounts receivable 
for the relevant DOR medical accounts. While neither the frequency nor value of these 
incidents were determined, examples of VMC requesting adjustments to accounts due 
to untimely billing are provided as Attachment 3.7. However, if the patient did not 
provide the insurance information, the patient is responsible to pay and the account is 
sent to DOR to collect. 

By reducing the average number of days to transfer medical accounts from VMC to 
DOR to 60 days, improving the collection of pertinent financial and insurance 
information before patients are discharged from VMC, and reducing the backlog of 
outstanding accounts, the County would reduce the loss of revenue due to exceeding 
the time limits for billing third-party payers. As shown in Table 3.2 below, a total of 
approximately $12.3 million in charges were returned to VMC for appropriate billing to 
Medi-Cal, Medicare or private insurance companies in FY 2008-09. These charges 
include mistakes identified by DOR and VMC. Based on the reimbursement rates 
provided by VMC, the unbilled charges were worth an estimated $3.7 million in 
revenue for the County.  
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Table 3.2 

 
Third Party Billings of Medical Bills  

Returned to VMC by DOR  
in FY 2008-09 

 
 Balance of 

Unbilled 
Accounts 

Reimbursement 
Rate* 

Estimated 
Collections 

Medi-Cal $8,417,134 21.50% $1,809,683 
Medicare $360,457 27.68% $99,775 
Insurance $3,493,583 52.30% $1,827,144 
Total $12,271,174 N/A $3,736,602 
Sources: Department of Revenue and SCVMC 
*The reimbursement rates are blended percentages that 
include reimbursement for inpatient and outpatient charges, 
as well as reimbursements for charges that were returned to 
VMC after transfer to DOR. The rate therefore includes claims 
denied due to untimely billing. 

In addition, there is an additional $1.6 million, as shown on the prior page, for revenue 
received for charity care. The $3.7 million detailed above in Table 3.2 represents about 
30.4 percent of the total amount of outstanding “boomerang” debt. More timely billing 
would result in a somewhat greater share of revenue received from these accounts. 

More importantly, there is a large amount of debt that is ultimately deemed 
uncollectible, per the County’s Comprehensive Annual Financial Statements. Page 54 of 
the audited financial statements for FY 2008-09 identified $390,860,000 in accounts 
considered uncollectible. As previously indicated, the extent to which these accounts 
may include accounts for which a third-party payer exists but was not identified or 
billed timely is undetermined. If even a small portion of those accounts could be billed 
to a third party as a result of improved patient identification and eligibility 
determination for both government programs and private insurance coverage, receipts 
could be improved. If uncollectible accounts were so reduced by even one percent, the 
County’s revenues would be increased by an estimated $3.9 million per year. 

According to hospital management, a new system is being implemented that will 
ensure that patients see financial counselors, and that adequate information is collected. 
VMC Management anticipates this may be in place as early as Thanksgiving. 

Backlog of Medical Accounts 

At the Department of Revenue, General Collections accounts that are $1,000 or less, or 
“low-value” accounts, a majority of which are medical bills, are assigned to “Desk 30.” 
Department staff reported that there is a backlog of “low-value” accounts. As of early 
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January, 2010, there were approximately 35,000 “active”6 “low-value” accounts. These 
accounts are considered the caseload for two Revenue Collection Clerks (RCC’s), or part 
of the caseload of other collectors that have been forwarded the account. Further review 
of a report generated in early January, 2010 listed approximately 23,600 “low dollar” 
“active” accounts as six months or more delinquent, or approximately 67 percent of the 
low-value accounts that should be actively worked by DOR staff.7 Many of the accounts 
are far more than six months delinquent, often more than one year delinquent. Based on 
a systematic sample of 100 delinquent “low dollar” accounts, the average age of the 
accounts was 18 months from the date the first payment to DOR8 was due. Further, as 
accounts age, additional charges may be added to the account, thereby turning “low-
value” accounts into “high-value” accounts. “Low value” accounts that are six months 
overdue in collections were found to be as high as $59,000. On a monthly basis, such 
accounts are reclassified, removed from the low-value desk, and assigned to a 
Collections Officer.  

The aging of accounts is also a concern for outstanding medical accounts greater than 
$1,000. As of early January 2010, there were approximately 26,000 active accounts with 
balances greater than $1,000 in the General Collections Units. Most of these are medical 
bills. Of these active accounts, approximately 16,000 accounts, or 62 percent, were at 
least six months delinquent. In a systematic sample of 100 delinquent General 
Collections accounts as of early January 2010, the average age of accounts was 23 
months from the date payment was due to DOR. 

As discussed above, the ability to collect on accounts diminishes as the account ages. 
When DOR spends time and resources on collections for older accounts, they may miss 
opportunities for collecting debt on accounts that are newer and likely to have better 
contact information. DOR should establish policies and procedures that prioritize 
newer accounts. The criteria used for prioritizing accounts, which is further discussed 
in Section 5, should be applied immediately to reduce the backlog of aging accounts.  

As of early December 2009, the total outstanding balance for medical accounts was an 
estimated $311 million, excluding medical debt referred to private collection agencies. 
By implementing these recommendations and focusing efforts on collectible accounts, 
DOR could improve collections.  

CONCLUSION 

Delinquent medical bills are being transferred to the Department of Revenue six months 
on average after the date of service. In addition, at least 3,700 of the accounts transferred 
to the Department should have been billed to a third-party payer prior to transfer. 
Finally, not all medical patients are asked to sign a reimbursement agreement when 
they use hospital services.  

                                                
6 Active accounts include those that are coded as “Active” or “Pending” in DOR’s collections system. These 
accounts require collections or additional review from in-house DOR staff. 
7 The 473 page report was provided to the auditors in paper format. Based on limited time and resources, analysis of 
the total outstanding debt and breakdown by type of debt and dollar amount could not be completed. 
8 This means these accounts are well over two years old. 
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RECOMMENDATIONS 

The Santa Clara Valley Medical Center should: 

3.1 Ensure that at the point when third-party payments have been credited to the 
account and any remaining positive account balance is deemed to be the 
patient’s responsibility, that the account is transferred to DOR after 60 days. 
(Priority 1) 

3.2 Improve procedures for obtaining all necessary information from patients 
needed to determine the appropriate third-party payers, and billing those payers 
prior to transfer of the account to DOR. (Priority 1) 

3.3 Require all patients to complete reimbursement agreements prior to being 
released from care - and note within six months whether each patient qualifies 
for discount or charity care as defined by Health and Safety Code Section 127425 
(f) (1) to ensure that collections actions are appropriate and legal (Priority 2). 

The Department of Revenue should: 

3.4 Establish policies and procedures to write off uncollected accounts in accordance 
with aging criteria that would reduce the backlog of medical accounts and focus 
collection activities on newer accounts sooner. (Priority 1) 

 
SAVINGS, BENEFITS AND COSTS 

Implementation of these recommendations would increase the County’s collection rate 
for medical debt and reduce the annual loss of revenue due to patient accounts 
becoming uncollectible. The County expects to collect an estimated $3.7 million on 
accounts that were originally not billed from FY 2008-09 that should have been billed to 
a third-party payer. To the extent that the balances for similar charges could be billed 
more timely in the future, a greater amount of revenue would be received. In addition, 
the allowance for uncollectible medical debt was estimated at $391 million in FY 2008-
09. For each 1 percent that this could be reduced, the County would reap an additional 
$3.9 million. One way to reduce accounts for which collections cannot be made would 
be to improve the collection of information from patients regarding their financial and 
insurance situation, and to improve the transfer of patient-share of cost account 
balances, as described in Recommendations 3.1 and 3.2. Recommendations 3.3 would 
enable the County to collect when it legally can by placing liens on the properties of 
debtors, and also from the estates of deceased debtors. It should be noted that a very 
large number of debtors will be exempt from liens being placed on their primary 
residences through the reimbursement agreements due to a prohibition in the law for 
persons qualifying for charity and discount programs. Recommendation 3.4 would 
improve the ability of the limited staff at DOR to focus on accounts with the greatest 
likelihood of collection, thereby increasing revenue receipts. 
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Section 4. Improving Collections Tactics  

• The County of Santa Clara Department of Revenue (DOR) does not utilize some 
practices for enforcing collections that have increased collections for other 
counties. For instance, seven counties that responding to a survey reported that 
they levy bank accounts, five counties report delinquent debt to credit bureaus, 
and three counties report using auto dialer systems to increase contact with 
debtors and reduce time spent dialing phone numbers. DOR does have an auto 
dialer system, but it is only used on a limited basis. 

• By not employing such practices to the extent possible, the Department may incur 
unnecessary costs associated with referring accounts to private collection agencies 
and may miss opportunities to increase collections. 

• The Department should revise its collection practices and tactics by establishing 
policies and procedures for levying bank accounts and reporting debt to credit 
bureaus. In addition, the Department should substantially expand its existing use 
of an auto dialer to initiate calls to debtors based on established campaigns.   

• By implementing these recommendations, the Department would incur some 
costs for bank levy and credit reporting expenses. However, these changes should 
increase the collections rate. For every one percent increase in collections, the 
County would reap an estimated $550,000. Therefore, an increase in collections 
should offset the cost of these new collections tactics and procedures, resulting in 
substantial additional net revenues. 

Collections Tactics Used 

As discussed in Section 1, initial collection activities for accounts at the Department of 
Revenue involve sending statements and trying to obtain full or partial payment of 
debt. When a payment is not received within 30 to 120 days from the date of a 
statement, depending on the type of account, it is considered delinquent. Once an 
account is delinquent, Revenue Collections Officers (Collections Officers) attempt to 
enforce collections through a variety of means, depending on the type of account and 
dollar amount of the outstanding balance. For example, certain tactics can only be 
utilized for Justice Collections accounts, i.e., debt from formal probation, traffic court 
and informal “muni” probation. Other tactics are primarily used for General Collections 
accounts, which includes medical debt and miscellaneous accounts. Table 4.1 on the 
following page summarizes the tactics DOR utilizes by collections unit, followed by 
brief overviews. 
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Table 4.1 
 

Department of Revenue Collections Tactics 
as of  April 2010 

 
 Justice Units General Unit 
Establish payment plans   
Garnish wages   
Refer to Tax Intercept Program (TIP)   
Refer to Court-Ordered Debt (COD)   
Refer to private collection   
Request Order to Show Cause/Bench Warrants    
Request Civil Assessments   
Small Claims (less than $5,000)   
County Counsel litigation ($5,000 or more)   
Request debtors to sign reimbursement agreements   
Place a lien on a property   
Place a claim on an estate through Probate   
Bankruptcy   
Source: Department of Revenue   

Garnishments and Tax Interception 

If a Collections Officer has received verification from an employer that the debtor is 
currently employed, then the Collections Officer can file a legal writ to garnish the 
debtor’s wages. A maximum of 25 percent of a person’s income can be garnished. The 
writ is forwarded to the Sheriff for collection from the employer until the debt is fully 
paid or the debtor is no longer employed.  

When a debtor is not currently employed, but the Department has their Social Security 
number, a Collections Officer can refer the account to the State Franchise Tax Board’s 
(FTB) Tax Intercept Program (TIP). A State tax refund would be intercepted and used to 
pay off debt to the County. In addition, outstanding debt may remain in TIP for up to 
10 years. 

Court Ordered Debt 

Delinquent court debt can also be referred to the State Franchise Tax Board’s (FTB) 
Court-Ordered Debt (COD) program for collections. As a State program, COD is 
afforded additional resources for collections. For example, under California Vehicle 
Code Section 1653.5 and Government Code Section 12419.10, the Department of Motor 
Vehicle (DMV) may provide social security numbers to FTB for the purpose of 
collecting any unpaid fine, penalty, or court-ordered reimbursement for court-related 
services (see Attachment 4.1). In contrast, DOR is unable to obtain Social Security 
numbers from the DMV to assist in collections. Delinquent debt is referred to COD for 
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one year on average1, after which, outstanding debt is returned to the Department. As a 
fee for its collection efforts, COD retains 15 percent of any revenue collected for the 
County. 

Private Collection Agency 

When a Justice Unit account is returned to DOR from Court-Ordered Debt, the account 
can be referred to a private collection agency. General Unit accounts, however, can be 
referred to the private collection agency directly, as an alternative to wage garnishments 
or the Tax Intercept Program2. . The Department’s current contract for private collection 
is with Bay Area Credit. Similar to COD, Bay Area Credit may use collection practices 
that DOR does not, allowing them to collect DOR’s delinquent debt. As shown in 
Attachments 4.2 and 4.3, these practices include remaining open at extended hours and 
during the weekend and utilizing automated dialers. DOR staff reported that while the 
Department does not report debt to credit bureaus, Bay Area Credit does, and this fact 
is stated in letters sent to delinquent debtors (see Attachment 4.4). Bay Area Credit’s 
standard fee for services is 12 percent of collected revenue; fees are higher in litigation 
cases. However, if Bay Area Credit contacts a debtor and discovers that the debtor had 
insurance or Medi-Cal for delinquent medical debt, DOR recalls the account, and Bay 
Area Credit must transfer it back to DOR for further research. 

Order to Show Cause / Bench Warrants 

If a victim restitution3 balance remains on an account with a felony conviction as the 
probation period is about to expire, the defendant may be called to the victim 
restitution court, or a Collections Officer can request an Order to Show Cause. A 
hearing is scheduled and the debtor must appear to explain to a judge why they have 
not paid off the debt. If the debtor fails to appear at the hearing, then the judge will 
issue a bench warrant for their arrest and return to court for review. DOR staff noted 
that bench warrants are a limited tool for collections because they are difficult to 
enforce. A debtor that has a bench warrant related to outstanding court debt would not 
be brought into court unless they were stopped for an unrelated issue, such as a 
subsequent moving violation. 

Civil Assessments 

According to DOR staff, Civil Assessments are used as an alternative to bench warrants 
to enforce collections on delinquent traffic and misdemeanor “muni” accounts. When 
the Court has approved a request for a Civil Assessment, the account is converted to 
civil status, a $300 fee is added to the delinquent debt for Failure to Appear, and 
another $300 is added for Failure to Pay, as applicable, and a suspension is placed on 
the debtor’s California driver’s license. In order to remove the suspension on the license 
as quickly as possible, the debtor must pay the balance in full by cash, money order, 
                                                
1 The average period of time is one year, per DOR; however, these accounts may continue to be in the COD program 
for many years. 
2 When the Department has a Social Security number, the account goes to the Tax Intercept program first, and if that 
is not successful, it is sent to an outside collections agency. 
3 Victim Restitution is a money judgment order against a defendant for a victim’s loss. 
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cashier’s check or credit card. If the debtor pays by check or electronic funds (ACH) 
transfer, there is a delay on the release of the license for at least 30 days to assure the 
funds are secured. 

Civil Assessments have generated a significant amount of revenue. In FY 2008-09 DOR 
collected an estimated $6.3 million in civil assessment fees for approximately 21,000 
traffic accounts. The revenue from civil assessment fees is in addition to the estimated 
$12.5 million collected for outstanding traffic fees and fines that were transferred to 
DOR. Therefore, the Traffic unit collected an estimated $18.8 million in FY 2008-09, an 
estimated collection rate of 88 percent. Civil assessments for misdemeanor accounts also 
bring in General Fund revenue to the County. 

However, limited payment options may be preventing DOR from collecting additional 
revenue. As discussed in Section 1, debtors are not able to pay by credit card through 
mail or by calling an in-house collector or cashier. Further, payment by credit card 
through DOR’s vendor for online and phone payments can result in unusually high fees 
(see Section 2). Payment by credit card may be the preferred method of payment for 
some debtors, particularly for those that live outside of the County and/or do not have 
access to transportation to DOR. Therefore, DOR should revise its payment options to 
make it easier for debtors to pay off debt by credit card and lift the suspension of their 
driver’s license as quickly as possible.  

Small Claims and County Counsel Litigation 

Collections Officers in the General Unit can request a credit report for debtors that are 
at least 26 years old. According to the DOR procedures manual, if it appears that the 
debtor is employed or self employed, has real property or another source of potential 
income, then the Collections Officer can pursue Small Claims action for accounts 
between $200 and $4,999 or County Counsel may litigate accounts with balances greater 
than $5,000. Due to the costs of litigation, these tactics are an expensive means to collect 
debt. Therefore, Collections Officers are encouraged to utilize these tactics only when 
other collection efforts have failed. 

Implementing Additional Collections Tactics 
While Attachment 4.5 illustrates that all of the tactics described previously are not 
uniquely employed by the County of Santa Clara, other counties utilize three methods 
for enforcing collections that the Department should also implement or expand. 

Levy Bank Accounts 

In a survey of 12 California counties, the County of Santa Clara was the only county out 
of eight respondents that did not levy bank accounts, as of April 2010. The counties that 
levy bank accounts as a means for enforcing collections are Alameda, Contra Costa, 
Fresno, Orange, Sacramento, San Bernardino, and San Francisco. According to Contra 
Costa, Fresno, Orange, and Sacramento, all funds in the bank account at the time the 
Writ of Execution is served are seized, up to the amount specified on the Writ. For 
example, if the Writ specifies $400, but there is only $200 in the account, the entire bank 
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account will be seized and returned to the requesting county. Only Alameda County 
reported that when they levy bank accounts, a percentage, as opposed to a dollar 
amount, is specified in the Writ of Execution.  

When a bank account is levied, the bank freezes the account for a period of time before 
surrendering the funds to the requesting County. During this period, no deposits or 
withdrawals can be made. Therefore, the debtor with a levied bank account may incur 
additional charges when there are attempts to cash checks or deduct automatic debit 
payments while the account is frozen. Sacramento County reported that during the time 
a debtor’s bank account is frozen for 60 days, in accordance with the Writs of 
Executions they serve, the debtor is entitled to file a “Claim of Exemption.” A judge 
would then schedule a hearing, at which point the debtor and County would 
compromise on any outstanding debt. However, until a compromise is reached, the 
bank account remains frozen and the debtor is at risk of incurring charges, owing 
additional debt to vendors or creditors, or not having enough funds for basic 
necessities.  

Fresno County reported that bank levies have been an effective tool for collections 
because after a debtor’s account is levied once, debtors become aware of the 
consequences of failing to follow payment arrangements. Bank levies would be a 
particularly effective tool for debtors that appear to be self-employed or have an 
unknown source of income. Because these debtors may not show employment in the 
data of the State Employment Development Department, DOR would not be able to 
garnish their wages. As such, DOR should establish policies for issuing bank levies on 
delinquent debt and immediately inform debtors of this possibility if they fail to make 
payments. While there are litigation costs associated with bank levies, the costs of a levy 
to a debtor should be a deterrent for debtors to become delinquent. The Department of 
Revenue should establish policies and procedures for levying bank accounts to enforce 
collections when appropriate. For example, the Department should determine which 
types of accounts, the amount of outstanding debts, and which types of debtor are 
appropriate for levies.   

Report to Credit Bureaus 

As of April 2010, the Department reported that Collections Officers do not report 
delinquent debt to credit bureaus, while the Department’s contracted private collection 
agency may. However, other counties such as Contra Costa, Orange, Sacramento, San 
Bernardino, and San Francisco have stated that their in-house collectors report 
delinquent debt to credit bureaus. To the extent possible, the Department should utilize 
tools that other county and private collection agencies employ to increase collections.  

Therefore, the Department should establish procedures for reporting debt to credit 
bureaus. For instance, Orange County notifies debtors with non-court fines and fees 
that the County may report delinquent debt after the account has been in the system for 
90 days. After implementing this policy for five years, Orange County reported that 
debtors’ inquires about credit reporting indicate that their notices serve as incentive for 
debtors to make payments. As shown in Attachment 4.6, Sacramento County may 
report debt that has been delinquent 60 to 90 days or more to collections agencies. 
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However, debtors are provided with a warning letter in advance of such action. By 
informing debtors that in-house collectors may report debt to credit bureaus before the 
account is referred to private collection, the Department could increase collections and 
avoid costs associated with transferring debt to the private collection agency. In 
addition, the Department should establish policies and procedures for reporting 
delinquent debt directly to credit bureaus, when appropriate. For example, the 
Department should determine which types of accounts, the amount of outstanding 
debts, and which types of debtors are appropriate for credit reporting.   

Predictive / Auto Dialer 

The Counties of Sacramento and Contra Costa reported using predictive/auto dialer 
systems, which have reduced staff time spent initiating phone calls to debtors and 
increased collections. These counties, however, could not provide statistics for how 
much collection has increased as a result of the dialers. The City and County of San 
Francisco reported implementing an evening (5:00-8:00 PM) pilot program for an auto 
dialer system. 

In Sacramento County, the auto dialer calls numbers on a work in progress list 
according to an established criteria or campaign. For example, the campaign could be 
for accounts that are 1-2 days delinquent. While in-house collectors are on the line 
leaving a message or talking to a person, the dialer predicts when the collector will 
hang up and begins dialing the next number. According to Sacramento County staff, 
their auto dialer will call 7,000 numbers a day at the beginning of a week, but will drop 
down to 5,000 numbers a day at the end of the week as the collections staff work 
through their caseload. 

In Sacramento County, the number of staff required to work predictive/auto dialer 
systems ranged from one to 10 staff members. Sacramento County reported assigning 
10 staff members to making outbound calls and three to handle incoming calls. Staff 
members manning the Sacramento County dialer system can be either in-house 
collectors or support staff. Contra Costa County reported that the director of the 
collections agency has remote access to the dialer system over the weekend to set up an 
auto message function. The dialer then calls debtors and leaves a generic message such 
as, “This is an important message from Contra Costa County. Please give us a call at the 
following number on Monday.” Because the message does not mention the department 
or the nature of the call, it is in compliance with debt collection laws. As a result, Contra 
Costa receives many calls the Monday following a weekend auto dialer campaign. 
Sacramento County staff similarly reported that approximately 50-60 percent of the calls 
made result in leaving generic messages, but the County has experienced an increase in 
returned calls based on the dialer campaigns. 

DOR has an auto dialer system with six ports. However, the dialer is used only for four 
hours on Wednesdays and four hours on Thursdays, according to Department 
management. The County does not use the dialer to make outgoing unattended 
automated calls, because this generates many return calls, which the Department says it 
cannot handle. However, based on auditors’ observations and interviews, the 
Department could handle more incoming calls from located, responsive debtors if the 
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staff were not assigned to non-productive call-outs and skip tracing of very old 
accounts and if the Department made it easier for willing debtors to establish payment 
plans and/or make credit card payments by mail. In addition, as discussed in Section 5 
of this report, additional staff are recommended to the extent those staff generate net 
new General Fund revenues. 

The Department should establish a pilot program of greater use of the predictive/auto 
dialer program could begin with the General Unit, which currently has a backlog of 
accounts that are more than six months delinquent. With 12 Collections Officers, two 
Senior Collections Officer, and two Collections Clerks assigned to the unit as of 
November 2009, four could be assigned to outgoing calls, 2 assigned to incoming calls, 
one assigned to the counter and the rest as back up for an entire day. Assignments 
could then rotate on a daily or weekly basis. The Department could also experiment 
with shifting assignments depending on the day of the week or month, such as 
assigning more staff after a weekend or evening dialer campaign or not using a 
predictive/auto dialer during busy counter days. Based on interviews and 
observations, the collections staff already are overwhelmed with incoming phone calls 
and debtors at the counter trying to establish payment plans or lift a driver’s license 
suspension. However, by making it easier for debtors to establish payment installments 
by mail and pay by credit card through mail or phone calls transferred to a cashier, as 
discussed above and in Section 1, the incoming flow of phone calls should subside 
enough to implement a pilot predictive/auto dialer program for outgoing calls. 

CONCLUSION 

By requiring patients at Santa Clara Valley Medical Center to sign reimbursement 
agreements, enforcing collections through bank levies and credit reporting, and 
improving contact with debtors by expanded the use of predictive/auto dialers, the 
Department could reduce unnecessary costs associated with referring accounts to 
private collections and potentially increase its in-house collections. 

RECOMMENDATIONS 

The Department of Revenue should: 

4.1 Establish policies and procedures for levying bank accounts to enforce collections 
when appropriate. (Priority 2) 

4.2 Establish policies and procedures for reporting delinquent debt directly to credit 
bureaus when appropriate. (Priority 1) 

4.3 Establish policies and procedures for implementing a robust predictive/auto 
dialer program on a pilot basis, after making substantial reductions in the age 
and volume of assigned accounts. (Priority 2) 
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SAVINGS, BENEFITS AND COSTS 

Implementation of these procedures should increase collections by an undetermined 
percentage. For every 1 percent increase in gross collections as a result of these 
recommendations, the Department would receive an estimated $550,000.  
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Section 5.  Collections Officer Duties, Workload and Procedures 

• The County of Santa Clara Department of Revenue lacks a written accounts 
management policy that includes criteria for prioritizing accounts, as well as 
formal timeframes for pursuing and finalizing collection activities. As a result, 
Revenue Collections Officers (Collections Officers) are assigned a large number 
of “active” accounts – 3,562 on average. This is significantly more than most other 
private and public agencies assign to each Collections Officer. More importantly, 
many accounts have been in active collections a very long time. In fact, the 
majority of the Department’s “active” caseload for “general” accounts is more 
than six months old, with the average of these accounts estimated to have been in 
active collections for almost 21 months. In addition, Collections Officers are 
permitted to work accounts in any order they choose as there is no policy 
regarding what types of accounts should come first. 

• Further, Collections Officers with medical debt on their caseloads are expected to 
perform functions that are not consistent with their job duties. Instead of setting 
up payment plans or following up with debtors, these Collections Officers are 
expected to bill accounts that should have been billed by the referring agency and 
to make assessments of and assess debtor eligibility for various programs. Lastly, 
the Department’s supervisors oversee a large number of Collections Officers, and 
are responsible to carry out non-supervisory duties. 

• The lack of a caseload management policy, coupled with the large caseloads filled 
with very old accounts, combined with non-Collection duties for Collections 
Officers and their supervisors, undermine collections efforts by making it 
difficult to focus resources on collecting those accounts most likely to yield 
payment.     

• By establishing caseload management policies that reduce the large volume of 
aged “active” accounts, hiring additional staff on a pilot basis, ceasing medical 
billing and eligibility assessment, and reducing administrative functions the 
Department would be able to better focus on and work accounts with the greatest 
potential for collection, thus improving revenue receipts.    

Background 

The County of Santa Clara Department of Revenue (DOR) collects debts for both 
“justice” type accounts, such as probation fines and fees, and “general” accounts, such 
as medical bills. At any given time, the Department has around 600,000 accounts. Of 
these, about 125,000 are deemed to be in “active” collections, meaning that they are on 
Revenue Collections Officers’ (Collections Officers) active work lists, and are not in 
litigation, referred to an outside collections agency or program or deemed uncollectible. 
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Existing “Framework” of Procedures 

A review of the Department’s policies and procedures manual revealed that the 
Department does not have a caseload management policy that includes criteria for 
prioritizing accounts, such as the age of the account or other criteria.  

In addition, the Department’s policies and procedures manual describes how to proceed 
with several collections tactics, which are discussed in Section 4 of this report, but does 
not provide a timeframe for when these activities should be completed. For example, 
there are no specific timeframes for when employment verification should be requested 
to pursue a wage garnishment, accounts should be referred to a private collection 
agency or a State program for further collection, or when accounts should be considered 
uncollectible. Only criteria such as whether the account has a social security number or 
the dollar value of an account are included in the procedures manual. Collections 
Officers receive a variety of reports listing accounts that may be worked on a given day. 
They are permitted to work any of these accounts in any order. For example, they may 
work on an account that is three years old, bypassing an account that is three months 
old, at their discretion. 

Caseload Age 

The existing procedures require Collection Officers to retain accounts and continue 
collections activity until, in the case of probation accounts, the probation period has 
expired. Per direction of the Probation Department and Court, a justice account can be 
sent to Court Ordered Debt only if the fine has been paid. In the case of other debts, the 
accounts may remain on the “active” work list until the debt becomes uncollectible 
under the statute of limitations, which, in the case of medical accounts, is four years 
from the most recent date of service. The vast majority of active “general” accounts – 64 
percent – have been in collections for more than six months. Auditors estimate that 
these older accounts averaged 21 months in collections. Since many accounts are aged 
by several months, or even years, before they get to DOR, it is likely that a large share of 
the Department’s “active” accounts are for debts incurred two or more years earlier. 

Collection Officers’ Caseload Size 

As a result of allowing Collections Officers to continuing collections activity on very old 
accounts, whether because of long-term probation or the act of holding other accounts 
at length, the Department’s average caseload is excessively large. Based on data 
provided by other California County collections functions in response to a survey for 
this audit, the County of Santa Clara generally assigns larger caseloads – about 3,500 
accounts – to its collections staff. Of the three counties that reported an overall caseload 
figure, two reported lower averages. These counties were Contra Costa (400 to 600 
accounts) and Orange (3,000 accounts). San Francisco reported 10,000 accounts per 
Collections Officer, but this figure includes property tax collections, which is outside the 
scope of DOR. Fresno, Alameda and San Bernardino counties did not report an overall 
average. Sacramento County does not have individual caseloads, as all of its staff are on 
a dialer system.   
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In addition, the caseloads reported by private collections agencies to the County as part 
of an RFP in 2006 also indicates that private firms generally report far fewer accounts 
assigned to each Collections Officer. For example, firms specified between 150 and 800 
medical accounts per Collections Officer, between 500 to 3,500 accounts for unspecified 
account types, and between 800 and 1,500 accounts for “government” debts. These 
amounts are shown in Attachment 5.1.   

The Department has a very large number of fiscally inactive accounts, as detailed in the 
Introduction of this report. Its caseloads are so large that Collections Officers could not 
possibly work through their daily list of accounts to be worked. As previously noted in 
this report, the staff voicemail boxes are often full, and the Department’s two 
supervisors have an unusually large number of staff to oversee. Given that the current 
direct collections staff of about 37 brings in about $55 million a year1, for an average 
revenue of almost $1.5 million apiece, it is highly likely that hiring additional collections 
staff would generate new revenue far in excess of the cost of the staff salaries and 
benefits. The Department of Revenue should start a pilot program by hiring a Revenue 
Collections Supervisor, at a benefitted cost of about $121,536, and three Revenue 
Collections Officers, at a benefitted cost of $292,140, for a total cost of about $413,676. 
These new staff should be hired as unclassified positions, on pilot basis, and assigned to 
non-Traffic accounts. Over the course of a year, the Department should track the 
amounts assigned to these staff, the amounts they collect, and determine whether the 
staff generate net new revenue. At the end of the pilot program, the Department should 
report back to the Board of Supervisors, which should determine whether to maintain, 
expand or terminate the program based on the results of the pilot. 

Formal Caseload Management Policy 

It is generally accepted knowledge that the success of collection decreases as accounts 
age without payment or collection activity. When Collections Officers’ caseloads are 
excessively loaded with aged accounts, the Department’s ability to collect on newer, 
more viable accounts is undermined. Further, the lack of direction regarding priority of 
accounts on caseloads leads to inconsistencies in collections efforts among Collections 
Officers. 

Therefore, the Board of Supervisors should direct the Department to establish a formal 
case management policy with criteria for what accounts should be worked first and 
timeframes for pursuing and finalizing collection activities, and turning accounts over 
to private collections agencies or writing off accounts. The caseload management policy 
of Sacramento County’s Department of Revenue Recovery is provided as an example in 
Attachment 5.2. As shown in the Attachment, Sacramento’s priority is to work newer 
accounts first with emphasis on the most collectible accounts, such as accounts with 
valid contact information, as well as employment, income, and prior payment history. 
Further, Sacramento obtains employment verification within 60 days of receiving an 
account, reports accounts to credit bureaus when they are 60 to 90 days delinquent, and 
refers accounts to the State Franchise Tax Board’s Tax Intercept Program or Court-
Ordered Debt when accounts reach 90 days old.  
                                                
1 For more detail on this amount, see the Introduction of this report.  
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The DOR caseload management policy should also substantially reduce the General 
Collections Units’ large caseloads by clearing aging “general” accounts, where 
collection rates are comparatively lower than “justice” accounts (see Introduction). For 
example, Contra Costa County makes a determination about all of its accounts within 
180 days. Because a majority of the Department’s “general” accounts are more than six 
months delinquent, the Department should finalize collections for “general” accounts 
over a year old and adjust this timeframe as the backlog of accounts is reduced. Criteria, 
timeframes, and policies should also incorporate several recommendations included in 
this report and utilize automation to the greatest extent possible. Table 5.1 on the below 
provides a sample case management policy for aging “general” accounts. 
 

Table 5.1 
 

Sample Case Management Policy for 
“General” Accounts Over 1 Year 

 
Type of Account Initial Action Ideal Final Action Timeframe 

*Over $1,000 
*Payment history 
*Bank account 
information at 
DOR 
*Employment 

*Dialer campaign 
and/or letter 
*Possible bank levy 
*Wage garnishment 

*Full Payment 
*Reimbursement Agreement & 
Payment Plan 
*Reimbursement Agreement only 
*Bank Levy 
*Wage garnishment 

Within 60 days 
of letter date 

*Over $1,000 
*No payment 
history 

*Dialer campaign 
and/or letter 
*Possible report to 
credit bureau 

*Full Payment 
*Reimbursement Agreement & 
Payment Plan 
*Reimbursement Agreement only 
*Report to credit bureaus 

Within 30 days 
of letter date 

*Under $1,000  
*Over $1,000, no 
valid contact 
information 
*All other accounts 
when ideal final 
action has failed 

*Forward to private 
collection 

 Within 30 days 
of policy 

adoption or 
ideal final 
action has 

failed 
Source: Department of Revenue 

When an account has been paid in full, or a reimbursement agreement has been signed, 
the debt has been reported to credit bureaus or forwarded to private collection, the 
account should be cleared from the Collections Officers’ “active” caseload. 

Collection Officers’ Duties 

The Department’s General Collections Units are responsible for collections of medical 
debt referred by Valley Medical Center hospital and other units of the Health and 
Hospital System, such as Mental Health.   Although Collections Officers assigned to 
these units do not possess any particular training or expertise in medical billing or 
determining whether patients may be eligible for State or federal programs that would 
cover some or all of their medical bills, they are nonetheless regularly performing these 
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functions. The official job duties of these positions do not call for such functions. 
However, based on interviews with the staff of these units, reviews of case records and 
notes, and review of the Department of Revenue’s written procedures, these types of 
activities consume the majority of the General Collections Units’ staff time. For 
example, Attachments 5.3 and 5.4 show the Department of Revenue’s procedures for its 
collections staff to bill medical accounts that were not billed by Valley Medical Center. 

In essence, the Department of Revenue, out of necessity, has taken over tasks that 
should have been and should be carried out by staff in the Health and Hospital System. 
Unlike the Collections Officers, staff working for Valley Medical Center are trained in 
medical coding systems and medical billing, and have knowledge of eligibility criteria. 
As Collections Officers are attempting to bill accounts and determine eligibility for 
programs, they are not spending most of their time attempting to “collect” on debts. For 
example, they are not spending most of their time contacting patients who legitimately 
owe a balance and trying to get them to agree to a monthly installment plan, or skip 
tracing debtors whose whereabouts are unknown. Although the loss of revenue due to 
the fact that Collections Officers are spending most of their time in duties outside their 
job descriptions cannot be estimated, it is likely to be substantial. The Board of 
Supervisors should direct the Department of Revenue to cease billing and eligibility 
work, and direct that such work be carried out by appropriate staff in the Health and 
Hospital System and/or Social Services Agency, as appropriate. 

Collections Supervisor Duties 

The Department of Revenue has two Supervising Collections Officers. One supervises 
the “general” units, which are staffed by approximately 16.5 personnel, and the other 
supervises the “justice” units, which are staffed by approximately 23.5 personnel. These 
supervisors, therefore, oversee an average of 20 staff each. In addition to their oversight 
duties, the supervisors also have their own caseloads. These caseloads are made up of 
retiree medical accounts, which is mostly not a collections function, as well as accounts 
involving sensitive matters, complaints, complicated cases, County employees as 
debtors, or situations in which debtors request to deal with a supervisor. In a survey of 
other counties conducted for this audit, six of the seven responding counties, except for 
Santa Clara, reported that supervisors did not have their own caseloads. Note that the 
20-to-1 ratio is far higher than private agencies reported, as shown in Attachment 5.1. 

In addition to overseeing a large number of personnel, and having their own caseloads, 
supervisors serve one day a month as Hearing Officers for individuals appealing their 
parking ticket citations,2 Plus additional time spent preparing appeal responses, site 
visits, etc. In addition, these two personnel report directly to the Department Director, 
and effectively serve as department managers. This structure effectively pushes 
supervision of Collections Officers onto Senior Collections Officers.  

In addition to adding a new, non-Traffic supervisor, as previously discussed, the 
Department should examine ways to reduce the supervisors’ caseloads. The Employee 

                                                
2 The Department also provides two other staff, the Department’s Fiscal Officer and an ASOto carry out Hearing 
Officer duties as well.  
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Services Agency (ESA) is in the process of trying to get PERS to deduct retiree premium 
payments from employee pension checks, so that DOR does not have to process these 
incoming payments and engage in collections efforts on delinquent premium payments. 
The Department and ESA should ensure that this change occurs. 

CONCLUSION 

The County of Santa Clara Department of Revenue does not have a written case 
management policy with criteria for prioritizing accounts or timeframes for pursuing 
and finalizing collection activities. As a result, Collections Officers have very high 
caseloads, and many of their accounts are extremely old. In addition, those collecting 
medical debt have effectively been assigned duties that are not within the scope of their 
job descriptions. Further, the supervisors have many staff to oversee, while also 
managing their own caseloads and engaging in managerial duties. By reducing the 
number and age of accounts on Collections Officers caseloads, reducing the non-
collections duties of Collections Officers, reducing the duties of supervisors, and adding 
three staff and a supervisor on a pilot basis, the Department would likely generate 
larger amounts of revenue.  

RECOMMENDATIONS 

The Department of Revenue should: 

5.1 Establish caseload management policies that reduce caseloads by clearing 
old, unproductive accounts off of the active caseload of Collections 
Officers and provide direction regarding casework priorities. (Priority 1) 

5.2 Cease engaging in medical billing and eligibility work, effectively shifting 
that work to the more appropriate staff in the Health and Hospital System 
and/or Social Services Agency, as appropriate. (Priority 1) 

5.3 On a pilot basis, hire three new unclassified Revenue Collections Officers, 
and one unclassified Revenue Collections Supervisor, at a cost of 
approximately $413,676, and track assigned collections amounts and 
received amounts for at least one year to determine whether there is a net 
revenue increase, and report back to the Board of Supervisors. These staff 
should be assigned to non-Traffic accounts. 

5.4 Examine ways to reduce Supervising Collection Officers’ caseloads, 
including by working with the Employee Services Agency to get PERS to 
deduct retiree health premiums from their pension payments. (Priority 3) 

SAVINGS, BENEFITS AND COSTS 

Implementation of Recommendations 5.1 and 5.2 should improve collections by 
focusing staff time and attention on newer, more “collectible” accounts and facilitating 
“collections” activity, as opposed to billing and similar efforts. Implementation of 
Recommendation 5.3 would enable supervisors to provide more hands-on oversight of 
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staff, and is expected to generate material net new revenues for the County, after 
accounting for the cost of hiring the staff Implementation of Recommendation 5.4 
would reduce the administrative workload in the department associated with 
processing retiree premium payments and engaging in collections efforts on unpaid 
balances.    
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Section 6. Improving Management Information  

• The County of Santa Clara Department of Revenue (DOR) maintains a database 
of accounts receivable from which it generates a large number of reports. For 
example, the system generates reports related to letters sent out, payments taken 
in, account balance adjustments and so forth. Some of these reports relate to 
collections amounts and to the age of debts.  

• However, the Department does not utilize a few key reports that would facilitate 
management decision making. For example, Department management does not 
actively track or review collection rates overall, or by type of debt or by 
collections unit over a period of time. Also, the Department does not have a report 
indicating the age of outstanding debts assigned to Collections Officers from the 
beginning of the assignment.  

• The absence of active use of these types of management reports impinges on the 
Department’s ability to prioritize accounts. For example, the absence of a report 
showing the age of outstanding debt may play a role in the lack of policies 
governing collection activities on aging accounts, and the large number of 
Collections Officers – at least 44 percent – with daily work assignments including 
accounts that were referred to the Department more than a year earlier. The 
absence of complete aging and collections rate reports reduces the Department’s 
ability to empirically assess which accounts should continue to be “worked” and 
which accounts should be sent to outside collections or deemed uncollectible. In 
addition, such information would assist in determination of whether changes 
made by management resulted in improved or reduced collections, and 
identification of trends that would affect resource needs or resource allocation.  

• The Department should improve its management information reports so that it 
can determine how old debts are, how much of assigned debt is collected over 
time and when those collections occur. By investing in the development of better 
reports, the Department would be able to better direct its resources by 
establishing policies, related to account prioritization and other important 
processes, designed to improve collections rates. Even a small gain in collection 
rates would generate significant additional County revenue.   

Existing Reports 

The Department of Revenue (DOR) routinely publishes at least 238 copies of various 
reports or lists each month that are “informational.” These reports are generated from 
the Department’s “CUBS” accounts receivable database. This is in addition to 
“functional” reports, such as lists of daily accounts for Revenue Collections Officers to 
work.  Auditors reviewed copies of these reports and their distribution.  
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Improving Management Information  

Although many routine reports relate in some way to the age of accounts or to the 
amount of money collected, there is not a clear, ongoing reporting system for aging 
accounts or collections rates, and such information is not used to drive management or 
policy decisions. 

Collections Rates  

For example, when auditors requested overall data on the Department’s collections 
rates for FY 2008-09 or other periods, the Department’s information systems unit had to 
run a special data extraction and engage in several hours of work to compile this 
information. (The resulting data is detailed in the Introduction to this report.) Since this 
information is not readily available, the Department also has no data on such variables 
as peak collection days or times of day, or collection rates over time for different types 
of accounts or different units within the Department. Without this type of reporting, it 
would be very difficult for the management to experiment with different collections 
efforts to determine what works best. For example, the Department would not be able 
to determine if calls made in the morning or afternoon are more effective, or if one 
collections unit is more efficient than another. Department management, however, does 
provide a monthly report of the total collections by Collections Officer and unit to 
Collections Officers. Without including the total receivables per Collections Officer and 
unit, however, the Department cannot utilize collection rates to more accurately 
measure the Department’s performance. 

Aging of Accounts  

The Department does not have any management-level reports that show the number 
and type of accounts that are overdue by 30, 60, 90, or more days. However, it does 
have lists that include date information. For example, the “work in progress” (WIP) lists 
for each Collections Officer show the “next work by” dates, which provide some 
indication of the age of the account. For instance, the WIP lists for December 4, 2009 
included accounts that were due to have been worked, based on the “next work by” 
date, more than a year earlier. About 44 percent of Collections Officers had at least one 
such account. Since the next “work by” dates had not been updated in more than a year, 
the accounts themselves had to be more than a year old.  

In addition, there are lists of accounts assigned to Collections Officers that reflect only 
debts that were due to have been paid by persons on formal probation at least 120 days 
prior. For example, a November 22, 2009 “delinquent” report shows that one 
Collections Officer had 662 accounts in which the probationers were overdue on their 
payments by anywhere from 121 to 2,066 days.  

In addition, there are reports that list various accounts that are overdue by more than a 
certain number of days. For example, there is a report that lists “actively worked” 
“general” accounts (such as medical bills, as opposed to “justice” system accounts, such 
as probation fees) that are more than six months old. The January 2, 2010 run of this 
report was 795 pages long, and provides no management-level statistical data. Auditors 
took a sample of 100 accounts from the section of the report that captures accounts 
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under $1,000. These accounts had been “active” but unpaid on average for more than a 
year and a half after they were transferred to DOR. Such accounts were already at least 
three or four months delinquent before they were referred to DOR. Auditors concluded 
from this and review of other similar reports that many accounts are extremely old. 
Because the Department does not track accounts by age in a managerially meaningful 
way, and does not have policies related to when to deem accounts uncollectible or refer 
accounts to outside collections programs based on age, such accounts may linger on the 
Department’s “active” caseload for years.  Other counties often only have their staff 
working accounts that are less than 180 days old. Older accounts are either referred to 
outside collections agencies or programs, or are litigated, or are written off/deemed 
uncollectible.  

The Department of Revenue should improve its management-level information related 
to the age of accounts and to collections rates, and should develop policies related to 
case management based on the data provided by improved reports. Such policy needs 
are further discussed in Section 5 of this report.  

CONCLUSION 

Although the Department of Revenue has many informational reports available, they 
are not generally management-level reports and they are not used to drive operational 
decisions. For example, the Department lacks adequate management information 
regarding collections rates and aging of accounts.  By developing and using such 
information, the Department would be better equipped to make adjustments in 
collections tactics and strategies and would be better able to determine which accounts 
should be prioritized.  

RECOMMENDATIONS 

The Department of Revenue should:  

6.1 Create detailed, routine management-level information reports related to 1) 
collection rates and 2) age of accounts and should develop policies related to 
management of the Department’s “active” caseload based on the data in the new 
reports. (Priority 1) 

SAVINGS, BENEFITS AND COSTS 

Implementation of Recommendation 6.1 would result in some costs associated with 
developing new CUBS reports. However, as previously indicated, the data is already in 
the CUBS system. By developing reporting of this information, the Department would 
be better able to manage its collections caseload, and increase collections.  
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