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TECHNICAL COLLEGE SYSTEM OF GEORGIA
ACCOUNTING PROCEDURES MANUAL
This procedure applies to technical colleges and system office

3.3  
Due Diligence
General
Due diligence shall be practiced in the collection of debt. The probability of collecting a past due receivable is equivalent to the quality of the information obtained at the time the debt is incurred. Therefore, when a debt to the Technical College System of Georgia and/or one of the Technical Colleges is incurred, the Colleges should obtain as much information from the debtor as possible.
If the potential debtor is an individual, the following information should be obtained:

· Full name;

· Social Security number (see following paragraph);
· Telephone number; and
· Current and permanent address.
The debtor’s social security number cannot be required as a condition of doing business, unless the disclosure or furnishing of such number is specifically required by federal or state law. HOWEVER, the department can ask the debtor to voluntarily provide their social security number.
If the potential debtor is a company or organization, the department should obtain:
· Company/organization’s full legal name;

· Name and telephone number of the CEO/President;

· Name and telephone number of the CFO/Treasurer;

· Address of the company/organization’s local and main office(s); and 

· Company/organization’s Federal Employer Identification Number (EIN) or FEI number.

Copies of a signed agreement creating the obligation shall be maintained by the Technical College System of Georgia or the Technical College that incurred the debt.
Collection Activity (Due Diligence)

TCSG System Office and each Technical College retain the authority to determine the number of letters that must be sent to the debtor and it is up to the discretion of each Technical College or the System Office as to the use of collection agencies. However, a minimum of two letters shall be sent if a collection agency is used. If a collection agency is not utilized, at least three letters shall be submitted to the debtor and the third letter shall be sent by certified mail with return receipt requested. Each letter should be worded stronger than the previous letter. If a magistrate court is used, the guidelines established by the local magistrate court must be followed.
If the debtor is for a student, a business office hold should be placed on their account in Banner. This hold on the students’ account should ensure that the student will be unable to register for any additional classes, receive a grade for current classes, obtain transcripts or graduate. The hold should not be removed until the debt has been satisfied.

Copies of all correspondence with the debtor must be maintained and made available to the auditors if and when the uncollectible debt is either written off or placed in the reserve for uncollectible accounts receivable.

Student Letters (Third Party Not Involved) 
The more rapidly a debtor is notified of their outstanding balance, the less likely they are to default. Therefore, it is recommended that an initial collection letter be sent to the debtor no later than 30 days after the last day of the term in which the charges were incurred. The initial collection letter should advise the debtor of the outstanding balance and should allow the debtor up to 30 days to satisfy the debt. If the initial letter does not result in payment, a more strongly worded second letter should be advising the debtor that they have up to 15 days to bring their account current or, for those that utilize collection agencies, their account will be referred to a collection agency.
If the second letter does not result in payment and collection agencies are not utilized, a third letter should be sent by certified mail with return receipt requested. This letter should be worded stronger than the second letter.  Due diligence is satisfied after the third letter and the account may be written off. 
Student Letters (Third Party Involved) 
The more rapidly a debtor is notified of their outstanding balance, the less likely they are to default. Therefore, it is recommended that an initial collection letter be sent to the debtor no later than 30 days after the last day of the term in which the charges were incurred.  The initial collection letter should advise the debtor of the outstanding balance and should allow the debtor up to 30 days to satisfy the debt. If the initial letter does not result in payment, a more strongly worded second letter should be sent advising the debtor they have up to 15 days to bring their account current or their account will be submitted to a Third Party to recover the funds. If the student account is turned over to a Third Party, due diligence is satisfied and the account may be written off.  At this point, the Third Party will attempt to send five (5) letters and the college has the option to use a collection agency  A copy of the initial letter generated by the college must be maintained and available to the auditors.  Additionally due diligence proof that the student was turned over to a third party must also be available to the auditors.
Referral to a Collection Agency

See the TCSG website, www.tcsg.edu, for the agency contract for collection of college’s unpaid accounts. Great care must be taken to ensure that the information provided to collection agencies is correct because the collection agency can report this information to credit bureaus. The Fair Credit Reporting Act requires that providers of credit data to credit bureaus ensure accurate information, correct and update information, and provide notice to the credit bureau whenever a consumer disputes the information provided.
