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Defining Credit & Collections Options

The system periodically monitors how much your customers owe to ensure they haven’t violated your collection criteria.  When a violation is detected, the system generates the appropriate responses (e.g., letters, disconnect notices, collection agency referrals, and eventually write off).  This section describes how to set up the tables that control your credit & collections processing.

Warning!  Setting up the credit & collections control tables is as challenging as your organization’s collection rules.  If you have simple rules then your setup process will be straightforward.  If your collection rules are complicated (e.g., they differ based on the type of customer, the type of debt, the age of debt, the type of service, etc.), then your setup process will be more challenging. 
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This section provides an overview of important C&C concepts with which you should be familiar before you set up your C&C control tables.
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The following diagram introduces important concepts related to the C&C processes:
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There are many important concepts illustrated above:

	An account’s debt comes from its service agreements
	An account’s debt is managed at the service agreement level, i.e., the system keeps track of how much a customer owes in respect of each service agreement.  In order to determine an account’s balance, the system must add up the debt on each of the account’s service agreements.

	Collection criteria define intolerable debt 
	Collection criteria are control data that define intolerable debt.  Most criteria are defined using a combination of number of days in arrears and a dollar amount.

	Collection criteria may be compared to an account’s total debt or to subsets of debt
	If your organization has simple collection procedures, you will probably target collection criteria at an account’s total debt.  However, you have the option of segregating an account’s debt into debt classes and targeting the collection criteria at each class.  For more information about debt classes, see Different Collection Criteria For Different Customers And Different Debt. 

	Collection criteria also define what to do when the level of intolerable debt is exceeded
	When you define collection criteria, you also define how the system should respond if an account violates your criteria.  These collection events are defined in respect of a “collection process template”.

	There are usually several collection events that take place when criteria are violated
	A collection process template usually has several collection events.  Each event is meant to prod the customer to pay.  The initial collection events are typically letters.  If payment is not received after several such attempts, the last collection event typically starts a severance process for each service agreement in arrears.

	A severance process template defines how to sever a service agreement
	A “severance process template” defines how to sever a given type of service agreement. A severance process template usually contains several severance events.  These events are a series of letters and / or disconnection field activities that eventually result in the expiration of a service agreement if payment is not received.

	Severance criteria define how to sever service agreements 
	Severance criteria define the severance process to be executed for service agreements of a given SA type.  The severance process may differ depending on some attribute of the customer (or premise).  For example, you may have a different severance process if the customer has life support equipment.

	After a service agreement is severed, it will be final billed
	When the last active service agreement linked to an account is stopped, the system changes the account’s bill cycle to bill that evening.  If only one of many SA’s is stopped, the SA will only be final billed as per the account’s original bill cycle schedule.

	If a customer doesn’t pay their final bill, the account’s debt will be analyzed to determine if the system can reduce the debt to zero using a variety of mechanisms
	The system will look at an account’s finaled debt on its next scheduled credit review date (typically a few days after the bill’s due date).  The system will attempt to reduce the service agreement’s debt to zero using all of the following methods:

· If the account has active service agreements, it will transfer the finaled debt to an active service agreement.  

· If the debt or credit amount on the service agreement is small, the system will generate an adjustment to ‘write it down’ (or up in the case of a small credit).  

· If the service agreement has a large credit amount, the system will generate an A/P adjustment (resulting in a check being sent to the customer).

	If a customer’s finaled debt cannot be reduced via any of the previous methods, the system creates a write-off process
	A write-off process contains one or more write-off events.  These events can generate a letter, send a ToDo entry to a CSR, send a referral to a collection agency, etc.

When you set up the system, you define the type of write-off process to use for every collection class / write-off debt class combination.  In addition, you can also indicate when the type of write-off process should differ depending on some attribute of the customer (or premise).  For example, you may have a different write-off process if the customer has a non-cash deposit.

	The last write-off event typically causes the debt to be written off
	Ultimately, if the write-off events fail, the debt will have to be written off.  When debt is written-off, the system creates a write-off service agreement and transfers the outstanding debt to it.  This means the debt stays with the account for life and will have to be paid off if the customer ever returns.  


Checkpoint.  At this point, you should be familiar with the concept that an account’s debt is compared to user-defined collection criteria.  If the account violates the criteria, a series of events will ensue that prod the customer to pay.  If the customer doesn’t respond, every service agreement in arrears will be severed (i.e., disconnected).  If lack of service doesn’t inspire payment, the service agreement will be expired and a write-off process will be created to manage the write-off activities.

The C&C Monitors

Your collection, severance and write-off criteria described in the previous section exist to support the processes that manage the collection activities.  The following diagram illustrates, at a high level, the major processes that manage the collection of overdue debt:
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There are many important concepts illustrated above:

	Bills, payments and adjustments affect an account’s debt
	An account’s debt is the accumulation of all bills, payments and adjustments.

	The Account Debt Monitor creates a collection process when an account violates collection criteria
	Periodically, a background process referred to as the Account Debt Monitor (ADM and ADM2) determines if an account’s debt violates your collection criteria.  If so, a collection process is created using the violated criteria’s collection process template.  Refer to When Is An Account’s Debt Monitored? for a description of when an account’s debt is compared against collection criteria.

	A collection process contains one or more collection events 
	The collection process contains a series of collection events.  These events correspond with the collection event types associated with the collection process template.  The initial collection events are typically letters.  If payment is not received after several such communications, the last collection event typically starts a severance process for each service agreement in arrears.

	The Collection Process Monitor cancels a collection process when warranted
	The Collection Process Monitor cancels a collection process when its service agreements satisfy your cancellation criteria (e.g., when the service agreements have less than $10 of debt older than 20 days).  Refer to How Are Collection Processes Cancelled for more information about the cancellation process.

	The last collection event starts one or more severance processes
	The last collection event typically starts one or more severance processes.  A severance process contains the activities necessary to sever a service agreement.  The service agreement(s) that are severed may be all SA’s that are associated with the collection process.  Alternatively, you can nominate a service agreement to act as the primary service to cut (you’d do this if you cut electricity when the customer doesn’t pay for their gas).  The algorithm on the collection event that starts severance will control which service agreement(s) are severed.

	Each service agreement has its own severance process
	Every service agreement that is severed has a severance process.  The type of process is dependent on the severance criteria linked to the service agreement’s SA type.

	A severance process contains one or more severance events 
	The severance process contains a series of severance events.  The events correspond with the severance process template’s severance events.

	The system cancels a severance process when warranted
	The system cancels a severance process when its service agreement satisfies your cancellation criteria (note, it is possible to set up the system so that all service agreements in the debt class must satisfy your cancellation criteria before a severance process is cancelled). 

It’s important to point out that the cancellation is real time (as opposed to the cancellation of collection processes, which happens in a background process).  Refer to How Are Severance Events Canceled? for more information.

	The last severance event should expire the service agreement
	The last severance event typically expires its service agreement.  When the last service agreement linked to an account is expired, the system will schedule the account for billing (outside of its normal bill cycle schedule).  

	If you nominate a single SA to sever when multiple SA’s are in arrears…
	Earlier we indicated that you can nominate a service agreement to act as the primary service to cut (you’d do this if you cut electricity when the customer doesn’t pay for their gas).  If you do this, you also need a severance event that will sever all other service agreements in the debt class if the severance of the nominated service agreement doesn’t inspire payment.  A severance event algorithm to do such is supplied with the base package.

	The Write-Off Monitor creates a write off process to collect stopped, unpaid debt
	The Write-Off Monitor reviews stopped and reactivated service agreements after their closing bill’s due date (plus grace period).  The Write-Off Monitor attempts to reduce the service agreement’s debt to zero using all of the following methods:

· If the account has active service agreements, it will transfer the finaled debt to an active service agreement.  

· If the debt or credit amount on the service agreement is small, the system will generate an adjustment to ‘write it down’ (or up in the case of a small credit).  

· If the service agreement has a large credit amount, the system will generate an A/P adjustment (resulting in a check being sent to the customer).

If the system is unsuccessful in reducing the account’s debt to zero, a write-off process will be created using the appropriate write-off process template.  Refer to The Big Picture Of Write Off Processing for more information about the write-off process.

	A write-off process contains one or more write-off events 
	The write-off process contains a series of write-off events.  These events correspond with the write-off event types associated with the write-off process template.  The initial write-off events are typically collection agency referrals and/or letters.  If payment is not received as a result of such efforts, the last write-off event typically writes off the customer’s debt.  

	The system cancels a write-off process when warranted
	The system cancels a write-off process when its service agreements no longer have debt (i.e., they become closed). 

	Another write-off process will be created if a closed service agreement ever reactivates
	If a service agreement becomes reactivated (e.g., because the final payment bounces), the service agreement will be processed by the Write-Off Monitor and the whole write-off process starts again.


Checkpoint.  At this point, you should be familiar with the concept that a collection process will be created for an account that violates collection criteria.  The collection process consists of a series of events that typically generate letters and / or ToDo entries.  If the customer doesn’t respond, a severance process will be started for one or more service agreements.  A severance process consists of a series of events that typically generate letters and/or disconnection field activities.  If lack of service doesn’t inspire payment, the last severance event expires the service agreement (and a final bill will be scheduled when the last service agreement is expired).  If the customer doesn’t pay the final bill, a write-off process will be created for each type of unpaid debt.  The write-off process consists of a series of events that ultimately result in the write-off of the customer’s debt.  When debt is written-off, the system creates a write-off service agreement and transfers the outstanding debt to it.  This means the debt stays with the account for life (because the write-off service agreement is linked to the account) and will have to be paid off if the customer ever returns.

The Big Picture Of Collection Processes

The topics in this section describe how collection processes are created and cancelled.

For more information refer to The Lifecycle Of A Collection Process And Its Events.
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This section describes how the Account Debt Monitor uses your collection criteria and collection process templates to collect overdue debt.
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Consider the following:

· You probably have different collection criteria for different jurisdictions (i.e., CIS Divisions).  For example, if a customer has debt in both Texas and California, you probably have regulator-imposed criteria to be applied to each state’s debt.  You differentiate your debt in respect of the collection process via the CIS division code on the customers’ service agreements (note the division code is actually defined on the SA type and every service agreement has an SA type).

· You probably have different collection criteria for different customer segments.  For example, customers with large bills probably have strict criteria, whereas you’re probably more lenient with small customers (or vice versa).  You differentiate your customers in respect of the collection process via a collection class code on the customers’ accounts.  An account’s initial collection class is defaulted from its customer class.  You may override an account’s collection class at will.

· You probably have different collection criteria for different classes of debt.  For example, if a single customer has both regulated and unregulated debt, you probably have commission-imposed criteria to be applied to the regulated debt, but you have the freedom to apply stricter criteria to the unregulated debt.  You differentiate your debt in respect of the collection process via a debt class code on the customers’ service agreements (note: the debt class is actually defined on the service agreement’s SA type).

· You will have different criteria for every currency in which you work because the monitoring process always compares a customer’s debt against some value and this value must be denominated in the customer’s currency.  A customer’s currency is defined using a currency code on the account.

Given the above, you should understand that different collection criteria will exist for every combination of CIS division, collection class, debt class, and currency code.  If you’re confused, then consider the following matrix (where we assume you have a single currency and division and therefore avoid the third and fourth dimensions):

	Account’s Collection Class  (
SA’s Debt Class (
	Commercial Customer
	Residential Customer

	Regulated
	N/A – there is no regulated, commercial customer debt.
	Highest Priority: If > $5 in arrears by more than 50 days, create the accelerated collection process for residential customers.

Lower Priority: If > $25 in arrears by more than 25 days, create the courtesy reminder collection process for residential customers.

	Unregulated
	Highest Priority: If > $10 in arrears by more than 50 days, create the accelerated collection process for commercial customers.

Lower Priority: If > $1000 in arrears by more than 25 days, create the normal collection process for commercial customers.
	Highest Priority: If > $10 in arrears by more than 25 days, create the normal collection process for residential customers.

	Charitable Contribution
	Highest Priority: If > $10 in arrears by more than 50 days, create the charitable collection process.
	Highest Priority: If > $10 in arrears by more than 50 days, create the charitable collection process.


Also, notice that there can be multiple criteria for each cell in the matrix.  What differentiates one collection criteria from another is its priority.  The higher priority criteria will be compared first.  If the debt meets the criteria, the collection process is initiated and no further comparisons are performed.  

For more information about maintaining this matrix, refer to Setting Up Collection Class Controls.  For more information about how the system handles an element in this matrix that has multiple criteria, see How Is An Account’s Debt Monitored?.

Override Conditions

Warning!  Your credit & collection requirements may not require any overrides and therefore this section may not be relevant for your organization.

The matrix presented in the previous section showed:

· You can have different collection criteria for different categories of debt and customers.

· When a collection criteria is violated, the system generates a specific collection process.

This works great for many organizations, but if your organization has other factors that affect either the collection criteria OR the collection process that is initiated when the criteria is violated, you may need to use override collection criteria.  For example, 

· If you have a different collection process for regulated, residential debt during the winter months, you’ll need to use override collection criteria (where the override criteria is “if it’s winter”).

· If you have different collection criteria for customers with a poor credit score, you’ll need to use override collection criteria (where the override criteria is “if the customer’s credit rating is poor”).

Refer to Designing Your Collection Class Control Overrides for more information.

This section describes how and when the Account Debt Monitor analyzes an account’s debt. 

When Is An Account's Debt Monitored?

The account debt monitor (ADM) analyzes an account’s debt at least every X days, where X is defined on the account’s customer class (in the field Days Between Review).  

In addition, an account’s debt will also be monitored as follows:

· The ADM looks at an account’s debt X days after an account’s bill due date (X is defined on the account’s customer class in the field Collection Grace Days).

· The ADM looks at an account’s debt after a payment is canceled when the cancellation reason indicates NSF (non-sufficient funds).

· The ADM looks at an account’s debt after a payment arrangement is broken (assuming you use the base package’s break payment arrangement plug-in).  Refer to Monitoring Payment Arrangements for more information.

· The ADM looks at an account’s debt after a pay plan is broken.  Refer to The Pay Plan Monitor for more information.

How Is An Account's Debt Monitored?

Assume the following collection control matrix exists for your organization:

	Account’s Collection Class  (
SA’s Debt Class (
	Commercial Customer
	Residential Customer

	Regulated
	N/A – there is no regulated, large customer debt
	Highest Priority: If > $5 in arrears by more than 50 days, create the accelerated collection process for residential customers.

Lower Priority: If > $25 in arrears by more than 25 days, create the courtesy reminder collection process for residential customers.

	Unregulated
	Highest Priority: If > $10 in arrears by more than 50 days, create the accelerated collection process for commercial customers.

Lower Priority: If > $1000 in arrears by more than 25 days, create the normal collection process for commercial customers.
	Highest Priority: If > $10 in arrears by more than 25 days, create the normal collection process for residential customers.


This matrix contains the information used by the Account Debt Monitor.  

For more information about the information in this matrix, refer to Different Collection Criteria For Different Customers And Different Debt.

This matrix can be overwhelming when viewed as a whole.  So let’s consider how to use it for a specific account’s debt and things will become clearer.

First, because an account belongs to a unique collection class, we only have to worry about a single column in the matrix when monitoring an account’s debt.

Next, we accumulate the total amount of aged debt for each unique debt class associated with the account’s service agreements.

Next, we subject the accumulated aged debt to the override aged debt algorithm (plugged in on the debt class).  This algorithm can cause aged debt to be reduced.  This is an optional algorithm and is only used if you set up pay plans for customers.  Refer to How Pay Plans Affect The ADM for more information.

Next, we determine if the debt for the debt class violates the collection criteria in the respective matrix element.  If so, we kick off a collection process and link the offending service agreements to it.  The logic associated with the determination of whether to kick off a collection process is rather sophisticated.  The following flowchart explains the exact details.

Important.  If a service agreement is part of an ongoing severance process, it will NOT be considered by the Account Debt Monitor (it’s already being severed).  If a service agreement is stopped, closed, or reactivated, it also will NOT be considered by the Account Debt Monitor (it’s already severed).
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Multiple collection processes may be kicked off.  It’s important to be aware that if an account’s service agreements reference multiple debt classes, a collection process will be started for each offending debt class.

One collection process per debt class.  A given debt class for an account may only have one ongoing collection process at any point in time. 

What Happens When A Collection Process Is Started?

When you define collection criteria, you must define the collection process template to use if the criteria are violated.  The system uses this template to create the account-specific collection process.

Every service agreement that is part of the offending debt class that has debt older than X days will be linked to the collection process (where X is the debt age on the collection criteria).

Also linked to the collection process will be one or more collection events.  These events are typically a series of letters meant to prod the customer (you can also create an event that sends a ToDo entry to a user to highlight the offensive debt).  You define exactly which letters are generated and when they are generated when you set up the events on your collection process templates. 

It’s important to note that all of the collection events will be created when the collection process is created.  Each of these collection events contains a trigger date.  The trigger date of the first event(s) will typically be the current date.  The trigger date of the other events will be in the future.  Refer to Calendar vs Work Days for information that describes how the trigger date is set.

A separate process, Activate Collection Events, is responsible for activating collection events whose date is on or before the current date.  Activation of an event causes the system to do whatever the event indicates (e.g., send a letter, send a ToDo entry to a user, start a severance processes, etc.)

If adequate payments / credits are recorded in the system, the collection process will be cancelled.

For more information about collection process templates, see Setting Up Collection Process Templates.  For more information about collection events, see The Big Picture Of Collection Events.  For more information about how a collection process is cancelled, see How Are Collection Processes Cancelled.

How Are Collection Processes Cancelled?

A collection process may be cancelled via the mechanisms described in this section.
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The Collection Process Monitor (CPM) is a background process that reviews a collection process when the debt associated with one of its service agreements is reduced.  Financial events that can cause service agreement debt to be reduced are:

· The cancellation of a bill segment.

· The creation of a payment segment.

· The creation of an adjustment that credits a service agreement.

The review performed by the CPM occurs as follows:

· Debt class cancel criteria.  In general, the sum of all debt associated with the collection process’s debt class must be less than a given threshold amount for a collection process to be cancelled.  If so, the collection process is cancelled.  

Please be aware that, if a Pay Plan exists for the account and debt class, the customer’s debt will be temporarily reduced by the amount of the pay plan’s scheduled payments before it is compared to the threshold amount.  Please be aware that this temporary reduction will only occur if you have plugged in the appropriate pay plan debt reduction algorithm on the debt class.  

The above logic is not “hard coded”.  The CPM calls the Collection Process Cancel Criteria Algorithm defined on the debt class that is associated with the collection process.  This algorithm will cancel a collection process if the sum of ALL service agreements in the debt class have debt less than a given threshold amount.  However, because it’s an algorithm, you can introduce whatever cancellation criteria you please.

· Service agreement cancel criteria.  You can optionally introduce a special quirk to the cancellation logic.  This quirk is a bit difficult to understand.  To understand it, you should recall:

· All service agreements that are in arrears in a given debt class are linked to the collection process.  

· The collection event called Start Severance creates a severance process for every service agreement that is in arrears (instead of Nominating A Single Service Agreement To Sever).  

· If you use the Start Severance collection event, then you would want to remove a service agreement from a collection process when it no longer has intolerable debt (regardless of the state of the debt class’s entire debt).  

To “remove” service agreements from a collection process when they no longer have intolerable debt, you should plug-in a Service Agreement-Oriented Cancel Criteria Algorithm on your collection process templates.  The CPM will call this algorithm if you’ve plugged it in.  

Note.  When all service agreements are “removed” from a collection process, the CPM cancels all pending collection events and cancels the collection process.  

Checking if individual service agreements should be removed from a collection process is optional (meaning that you don’t have to plug one in on the collection process template).

A New Payment Plan Can Cancel A Collection Process

Refer to Collection Process / Severance Process Cancellation When A Pay Plan Is Created for the details.

Real time cancellation.  Please be aware that the system will cancel a collection process real time when a pay plan is created (if the pay plan’s scheduled payments are enough to pay-off the customer’s outstanding debt).

A User May Cancel A Collection Process At Their Discretion

A user may cancel a collection process at their discretion.

Stopping A Service Agreement May Cancel A Collection Process

The system will “remove” a service agreement from a collection process when it is stopped (i.e., when the service agreement’s status becomes Stopped).  When the last service agreement is “removed” from the collection process, the collection process will be cancelled.

The Big Picture Of Collection Events 

This section describes the various types of collection events and their lifecycle.  
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Collection events may be created as follows:

· The Account Debt Monitor creates a collection process when an account violates collection criteria.  The collection process has one or more collection event(s).  The number and type of events is controlled by the collection process template associated with the collection process. 

· Collection events are created when a user creates an ad hoc collection process. The number and type of events is controlled by the collection process template defined when the collection process is created.

· An ad hoc collection event may be created and linked to an existing collection process by a user at their discretion.  

Bottom line.  Most collection events are created by the system when it creates a collection process for delinquent accounts.  If you need to create an ad hoc collection event, you can either create a collection process whose template contains the desired event OR link the desired event to an existing collection process.  

For more information about the creation of events by the Account Debt Monitor refer to What Happens When A Collection Process Is Started?.  For more information about creating ad hoc collection processes, refer to Collection Process Maintenance.  For more information about creating ad hoc events, refer to Collection Process – Events.

Types Of Collection Events

The following table describes the various types of collection events and what happens when they are completed:

	Type Of Collection Event
	What Happens In The System

	Send Letter
	A customer contact is created for every financially responsible person linked to the account.  The customer contact causes a letter to be produced.

The type of letter is defined on the customer contact’s contact type.

The recipient of each letter is defined on Account / Person (those persons marked as Receiving Notifications).

	Create ToDo Entry
	A ToDo entry is created.  Refer to The Big Picture of ToDo Entries for more information about ToDo entries. 

	Affect Credit Rating/Cash-Only
	An account credit rating demerit record is created.  The number of demerits is defined on the collection event type.

	Cancel Budget
	Every service agreement linked to the account that is on a budget is “removed” from the budget (i.e., the recurring charge amount for the service agreement is set to zero).  In addition, a syncing adjustment is issued to cause each SA’s current balance to be set equal to their payoff balance (the adjustment type is defined on the SA’s SA type).

	Generic Algorithm
	The algorithm defined on the event’s event type is executed.

	Start Severance Process
	A severance process is created for every service agreement linked to the collection process.  The type of severance process is defined on the SA type table (every service agreement references an SA type).


Refer to Setting Up Collection Event Types for more information.

Collection Event Lifecycle

The following diagram shows the possible lifecycle of a collection event:
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Collection events are initially created in the pending state.

When the system sees a pending event with a trigger date on or before the current date, the system executes the event’s activity and completes the event.

For more information about a collection event’s trigger date, see Collection Event Trigger Date.

A pending event will be cancelled automatically by the system when the account’s debt no longer violates the collection criteria that sparked the event’s collection process.  A pending event may also be cancelled by a user at their discretion.  Refer to How Are Collection Processes Cancelled for more information about how the system will cancel a collection process (and its events).

Collection Event Trigger Date

When a collection event is created by the system, its trigger date is set in accordance with your date arithmetic preferences.  Refer to Calendar vs. Work Days for more information.

How Are Collection Events Completed

A background process runs periodically (at least daily) that looks for collection events with a trigger date on or before the current date.  For each triggered event, the system executes its activity and then completes it.  Refer to Collection Event Activator for more information.

The Last Collection Event Should Kick Off Severance Process(es)

The last collection event will typically kick off the severance process for every service agreement linked to the collection process.  This will only happen if you set up the collection process template accordingly (i.e., the last event type in the process template is the kind that starts a severance process for every service agreement linked to the collection process).

Nominating a service agreement to sever.  Many organizations that have multiple services in arrears will NOT sever every service agreement that’s in arrears.  Rather, they will nominate one service agreement and use it to encourage the customer to pay for the other services.  If your organization works this way, then your last collection event should call the Nominate A Service Agreement To Sever Algorithm.

How Are Collection Events Canceled?

Users can cancel a collection event at their discretion.  In addition, the system can cancel a collection event when it automatically cancels a collection process.  Refer to How Are Collection Processes Cancelled for the details.

The Big Picture Of Severance Processes

The topics in this section provide high level information about the cancellation of severance processes.

For more information refer to The Lifecycle Of A Severance Process And Its Events.

Contents

How Are Severance Processes Cancelled?
What Happens When A Severance Process Is Cancelled?
How Are Severance Processes Cancelled?

A severance process may be cancelled via the mechanisms described in this section.  

Refer to What Happens When A Severance Process Is Cancelled? for what happens when a severance process is cancelled.
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Note.  The system will only cancel a severance process if its severance process template indicates that Auto Cancel is allowed.  Typically, this switch is set on all severance process templates except for the odds ones that are used to reconnect service.

The system reviews a severance process real-time whenever its service agreement’s debt is reduced.  Financial events that can cause service agreement debt to be reduced are:

· The cancellation of a bill segment.

· The creation of a payment segment.

· The creation of an adjustment that credits a service agreement.

Real time cancellation.  Unlike collection processes, the system cancels severance processes real time (i.e., there is no background process that monitors severance processes).  Why are severance processes canceled real time?  Because a severance process may have events that create field activities to sever service.  These events need to be canceled the moment the FT is frozen, we can’t wait until a background process runs.  This means that if a customer pays in person for a service agreement that is pending severance, the system will cancel the process and its field activities (if any) the moment the payment is entered.

The review takes place as follows:

· Debt class cancel criteria.  In general, the sum of all debt associated with the severance process’s debt class must be less than a given threshold amount for a severance process to be cancelled.  If so, the severance process is cancelled.  

Please be aware that, if a Pay Plan exists for the account and debt class, the actual debt will be temporarily reduced by the amount of the pay plan’s scheduled payments before it is compared to the threshold amount.  Note: this temporary reduction will only occur if you have plugged in the appropriate pay plan debt reduction algorithm on the debt class.  

The above logic is not “hard coded”. The system calls the Severance Process Cancel Criteria Algorithm defined on the debt class that is associated with the severance process.  This algorithm cancels a severance process if the sum of ALL service agreements in the debt class have debt less than a given threshold amount.  However, because it’s an algorithm, you can introduce whatever cancellation criteria you please.

· Service agreement cancel criteria.  You can optionally introduce a special quirk to the cancellation logic.  This quirk is a bit difficult to understand.  To understand it, you should recall:

· The collection event called Start Severance creates a severance process for every service agreement that is in arrears.  Note: you would only use this type of collection event if you do not Nominate A Single Service Agreement To Sever.  

· If you use the Start Severance collection event, then you would want to cancel a severance process when its service agreement no longer has intolerable debt (regardless of the state of the debt class’s entire debt).  

To cancel a severance process when its related service agreement no longer has intolerable debt, you should plug-in a Cancel Criteria Algorithm on your severance process templates.  The system will call this algorithm if you’ve plugged it in. 

Checking if a severance process should be cancelled because its service agreement has its debt reduced is optional (meaning that you don’t have to plug-in such an algorithm on the severance process template).

A New Payment Plan Can Cancel A Severance Process

Refer to Collection Process / Severance Process Cancellation When A Pay Plan Is Created for the details.

Real time cancellation.  Please be aware that the system will cancel a severance process real time when a pay plan is created that pays off enough debt.

A User May Cancel A Severance Process At Their Discretion

A user may cancel a severance process at their discretion.

Stopping A Service Agreement Will Cancel A Severance Process

The system will cancel a severance process if its service agreement is stopped (i.e., when the service agreement’s status becomes Stopped).

What Happens When A Severance Process Is Cancelled?

The following takes place when a severance process is cancelled:

· The system cancels all pending severance events and deactivates the severance process.  

· All pending field activities that were created as a result of the severance process that are not yet linked to a field order are cancelled.

· If there are any pending field activities left associated with the severance process, a ToDo entry is created to highlight that field activities exist for a cancelled severance process.  This happens when field activities have been dispatched, but not completed.

· There is an optional plug-in spot defined on the severance process’s template.  

· If an algorithm is plugged-in, it is called.  The base package algorithm will create a reconnect process if there are completed field activities for a cut for nonpayment severance event associated with the severance process.  Refer to Severance Post Cancellation Algorithm for more information about this algorithm.

· If no post cancellation algorithm exists and there exist completed cut for nonpayment field activities associated with the severance process, a ToDo entry is created specifying that a payment was received for a service agreement that has been cut.

The Big Picture Of Severance Events 

This section describes the various types of severance events and their lifecycle:
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Severance events may be created as follows:

· The process that completes collection events creates a severance process when it completes a “start severance process” collection event.  The severance process has one or more severance event(s).  The number and type of events is controlled by the severance process template associated with the severance process.

· Severance events will be created when a user creates an ad hoc severance process.  The number and type of severance events is controlled by the severance process template associated with the severance process.

· An ad hoc severance event may be created and linked to an existing severance process by a user at their discretion.  

Bottom line.  Most severance events are created by the system when it creates a severance process for delinquent service agreements.  If you need to create an ad hoc severance event, you can either create a severance process whose template contains the desired event OR link the desired event to an existing severance process.

For more information about the process that creates severance events from collection events refer to Types Of Collection Events.  For more information about creating ad hoc severance processes and events, refer to Severance Process Maintenance.  

Types Of Severance Events

The following table describes the various types of severance events and what happens when they are completed:

	Type Of Severance Event
	What Happens In The System

	Send Letter
	A customer contact is created for every financially responsible person linked to the service agreement’s account.  It is the customer contact that causes a letter to be produced.

The type of letter is defined on the customer contact’s contact type.

The recipient of each letter is defined on Account / Person (those persons marked as Receiving Notifications).

	Create ToDo Entry
	A ToDo entry is created.  Refer to The Big Picture of ToDo Entries for more information about ToDo entries. 

	Create Field Activities
	A field activity is created for each service point associated with the service agreement being severed.  The type of activity is defined on the service point’s SP type’s field activity type profile.

	Generic Algorithm
	The algorithm defined on the event’s event type is executed.

	Expire Service Agreement
	The service agreement is expired.  

	Affect Credit Rating/Cash-Only
	An account credit rating demerit record is created.  The number of demerits is defined on the collection event type.


Refer to Setting Up Severance Event Types for more information.

Field Events Versus Office Events

Severance events are considered either field or office events.  Office events are just like collection events in that they don’t involve any type of field activity in their completion.  Field events, however, are not like collection events because they create one or more field activities.  These activities cause these events to have a different lifecycle.  Refer to Severance Event Lifecycle for more information.

Severance Event Lifecycle

The following diagram shows the possible lifecycle of a severance event:
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The following points explain the lifecycle of severance events of the office variety:

· Office events are initially created in the pending state.  

· A pending office event becomes complete when the system sees that its trigger date is on or before the current date.  At this time, the system executes the event’s activity (e.g., create a letter, create ToDo entry).  

For more information about a severance event’s trigger date, see Severance Event Dependencies & Trigger Date.

· A pending office event will be cancelled automatically by the system when the debt associated with the severance process’s service agreement is sufficiently reduced.  A pending office event may also be cancelled by a user at their discretion.  Refer to How Are Severance Processes Cancelled for more information about how the system will cancel a severance process (and its events).

The following points explain the lifecycle of severance events of the field variety:

· Field events are initially created in the pending state.  

· A pending field event becomes awaiting field activity completion when the system sees that its trigger date is on or before the current date.  At this time, the system creates the field activities associated with the given event (e.g., disconnection warning, disconnect for nonpayment, etc.).

For more information about a severance event’s trigger date, refer to Severance Event Dependencies & Trigger Date.  For more information about the field activities that are created for a field severance event, refer to Field Events And Their Activities.

· An awaiting field activity completion field event becomes complete when the system sees that its field activities are all complete or cancelled.

· A pending field event will be cancelled automatically by the system when the service agreement associated with the severance event’s severance process has sufficient credits.  A pending field event may also be cancelled by a user at their discretion. 

· An awaiting field activity completion field event will be cancelled automatically by the system when the service agreement associated with the severance event’s severance process has sufficient credits if the field activity has not been dispatched (refer to Designing Your Reconnection Procedures for information on how the system handles the situation if the field activity is completed or dispatched).  An awaiting field activity completion event may also be cancelled by a user at their discretion.

Severance Event Dependencies & Trigger Date

When a severance event is created by the system, its trigger date cannot be set.  This is because, unlike collection events, the trigger date on severance events can only be set when ALL of the preceding severance events on which it depends are complete.  An example will help explain why this design is necessary.  Consider the following example that shows a standard severance process and its events:

	Event Number
	Severance Event


	Dependent On Event(s)
	Trigger Date Set To X Days After Completion Of Preceding Events

	10
	Field activity – Disconnect for non-payment warning
	N/A – first event
	0

	20
	Field activity – Disconnect for non-payment
	10
	2

	30
	Create ToDo entry
	20
	0

	40
	Send letter to customer
	20
	0

	50
	Expire service agreement
	20
	10


This severance process is meant to execute as follows:

· On the first day, generate a 48-hour warning of impending disconnection.  This is a field event as most organizations deliver this warning in person.

· After 2 days (i.e., 48 hours) have passed, create a field activity to disconnect for non-payment.

· When this is completed, generate a ToDo entry to let a CSR know about the cutoff.  Also, send a letter to the customer.

· If after 10 days from the cutoff, we still don’t have payment, expire the service agreement.

As can be seen from the above example, the later events are dependent on the completion of the field activities in the earlier events.  This means that when you set up a severance event, you must indicate the events on which it depends (and the number of days after their completion that the event should be triggered).

Bottom line.  The system sets the trigger date on severance events when it detects that all of its dependent events are complete (this is the responsibility of the SED background process).  Refer to Calendar vs Work Days for a description of your choices in respect of how the trigger date is calculated.

Field Events And Their Activities

When the system is told to start a severance event that creates field activities (e.g., disconnect for non-payment), it will generate a field activity for every service point linked to the service agreement.  

The question is, where does it get the field activity type associated with the field activities?  The answer is explained below:

· Every service point has an SP type.

· Every SP type references a field activity type profile.

· A field activity type profile contains a matrix defining activity types to generate under various situations.  Some of these situations are those associated with severance.

For more information, refer to Setting Up Field Activity Type Profiles.

Severance Event Activation & Completion

A background process runs periodically (at least daily) that looks for severance events with a trigger date on or before the current date.  This process executes the activity associated with each event.  If the event is an office event, the event then becomes complete.  If the event is a field event, the event becomes “awaiting field activity completion” until the field activities are complete.  At this time, the severance event is completed.  Refer to Severance Event Activator for more information.

How Are Severance Events Canceled?

Users can cancel a severance event at their discretion.  In addition, the system can cancel a severance event when it automatically cancels a severance process.  Refer to How Are Severance Processes Cancelled for the details. 

The Big Picture Of Write Off Processing

Before you financially write-off debt, most companies go to some effort to collect the past due funds.  You control exactly what happens by setting up the various write-off control tables.  The topics in this section provide background information that will help you understand how the information in these control tables is used.
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Before debt can be written-off, a write-off service agreement must exist for the account.  Why?  Because when you write-off a normal service agreement’s debt, you are actually transferring its debt to a write-off service agreement.  

A write-off service agreement is just like other service agreements in that:

· It holds debt.

· When a payment is received, the service agreement’s debt is reduced.

Debt is transferred to a write-off service agreement (WO SA) from the customer’s uncollectable service agreements (SAs).  The following points highlight important characteristics about the uncollectable SAs and the WO SA:

· The WO SA and the uncollectable SAs should be linked to the same account (note: this isn’t a strict rule, it just makes sense because an account’s written off funds should be linked to the account).

· Debt may be transferred to a WO SA from any type of service agreement regardless of debt class, i.e., a WO SA can contain debt that originated in any debt class.  

· When you transfer debt from the uncollectable SAs to the WO SA, the debt is removed from the uncollectable SAs (and their status becomes closed – assuming their balance becomes zero).  

· If you use the system’s automated write-off processing, the system will create WO SAs for you.  The system’s automated write-off processing can write-off revenue in a different manner than is used to write-off liabilities.  Refer to The Ramifications of Write Offs in the General Ledger for more information.  

· WO SAs are immune from the account debt monitor (assuming their debt class is marked as not being subject to collection activities).

· WO SAs are not billed (assuming their SA type is marked as being not billable).

· WO SAs start their life with a non-zero payoff and current balances (i.e., they have debt when first started).  This debt is transferred from the normal service agreement(s) whose uncollectable debt necessitated the creation of the WO SA.

· If the customer pays off the write-off debt, the WO SA remains active in case you ever need to write-off debt in the future.  If you don’t like the WO SA remaining active after it’s paid off, you can indicate on the WO SA’s SA Type that it is a “one time charge”, this will cause the WO SA to be automatically closed when it’s paid off.

· You can transfer additional uncollectable debt to the WO SA. 

Bankruptcy write-offs.  If you have to write-off debt because a customer declares bankruptcy, everything stated above is true.  The only thing you have to do is use a different SA type for bankruptcy write-offs as compared to “normal” write-offs.  On the bankruptcy write-off SA type, simply leave the payment segment type blank – this way the system will never distribute a payment to the bankrupt debt (because bankrupt debt is legally uncollectable).

The Ramifications of Write Offs in the General Ledger

Warning!  If you practice cash accounting, refer to Cash Accounting and Write_Offs.

When you write-off unpaid debt, you shouldn’t book it all to a write-off expense account.  Why?  Because the debt that you’re writing off typically contains both revenue and liabilities.  At write-off time, you typically want to: 

· Book the written off revenue to a write-off expense account, and 

· Reduce the liabilities (you don’t owe the liability if you don’t get paid). 

Consider the following example of a simple electric service agreement with two financial transactions:

	Event
	GL Accounting

	Customer is billed
	A/R 1000

Revenue  <900>

State Tax Payable – Taxing State – California <80>

City Tax Payable – Taxing City – San Francisco <20>

	Customer is levied a late payment charge
	A/R 50

Late Payment Revenue <50>


After these two financial transactions are booked, the customer has debt of $1050.  Of this $1,050; $950 is revenue and $100 is liability (money you owe the taxing authorities).

If the customer doesn’t pay, you will eventually have to write-off this debt.  Most organizations would issue the following types of financial transactions to do this:

	Event
	GL Accounting

	Write-off the bill
	Write-off Expense  900

State Tax Payable – Taxing State – California 80

City Tax Payable – Taxing City – San Francisco 20

A/R <1000>

	Write-off the late payment charge
	Write-off Expense 50

A/R <50>


Notice in the above transactions, the two separate revenue accounts are written off by booking to an expense account.  However, the liability accounts are reversed.  Why is revenue treated differently from liabilities at write-off time?  There’s a good reason for it (if you’re an accountant), for the time being, just accept that this is how it works.

And finally, we need to worry about what happens if the customer eventually pays off his written off debt.  If this happens, most organizations would pay off the write-off first, and, if there was still money left, they’d reimburse the taxing authorities.  If we assume the customer pays off the entire written off debt, the following financial transactions would be issued:

	Event
	GL Accounting

	Pay off the written off debt
	Cash 900

Write-off Expense  <900>

	Reinstate the liabilities
	Cash 100

State Tax Payable – Taxing State – California <80>

City Tax Payable – Taxing City – San Francisco <20>


While the reinstatement of liabilities at payment time is possible in the system, the ramifications of doing such make this approach impracticable (the ramifications are a) if the check bounces, we would not be able to reduce the liabilities, and b) if there was a partial payment of the liabilities, the remaining unpaid amount could get written down).  Therefore, when a write-off is paid the following financial transactions should be issued:

	Event
	GL Accounting

	Pay off the written off debt
	Cash 900

Write-off Expense  <900>

	Reinstate the liabilities
	Cash 100

Reinstated liabilities <100>


Notice that rather than reinstating the individual liabilities, we simply reinstate all liabilities into a single account.  This means your accountants will have to distribute this money to the appropriate liabilities manually.

So, how do we achieve the above in the system?  This explanation is a little complicated, but it’ll make sense if you keep the above financial transactions in mind:

· First of all, you’ll need two different SA types – one to hold the written off revenue and another to hold the reduced liabilities.  

· On the SA type that holds written off revenue,  indicate that it is not billable, indicate that it cannot have excess credits, and give it a high payment distribution priority.  The distribution code on this SA type should reference your Write-off Expense account.

· On the SA type that holds the reduced liabilities, indicate that it is not billable, indicate that it cannot have excess credits, and give it a high payment distribution priority.  The distribution code on this SA type should reference a the “reinstated liabilities” GL account.

Next, you need to understand how the system’s standard write-off algorithm works:

· The system accumulates the distribution codes from GL details associated with recent financial transactions linked to the service agreement being written-off.

· When the system has accumulated enough distribution codes (i.e., where the amount associated with the distribution code equals or exceeds the amount to write off), the debt will be transferred to a new or existing write-off service agreement(s).  The number and type of service agreements to which the bad debt is transferred is defined on the distribution codes.  Refer to Setting Up Distribution Codes for how to define the type of write-off service agreement associated with a distribution code.  In our example, we’d need the two SA types described above – one for the revenue accounts, the other for the liability accounts.

· At write-off time, for those distribution codes associated with revenue, the system will create a transfer adjustment from the normal service agreement to the write-off revenue service agreement.  This will reduce (credit) the receivable on the normal service agreement and increase (debit) the expense account defined on the write-off revenue service agreement.

· However, if we do the above for the distribution codes associated with liabilities, we have a problem.  The problem is a bit hard to explain unless you understand tax accounting, but it basically comes down to this – if we simply transfer the portion of the receivable balance associated with the liabilities to the write-off liability SA, we will always be debiting the distribution code defined on the SA type.  This isn’t correct because we really want to debit the liability account (and reference the characteristic type and value from the original credit) when we reduce the liability.  So how do we do this?  For those distribution codes associated with liabilities, you need to indicate that you want to override the distribution code on the “transfer to” side of the transfer adjustment with the distribution code / characteristic type / characteristic value that was originally booked.  Refer to Setting Up Distribution Codes 
for how to indicate you want to override the distribution code at write-off time.  If you do the above, then at write-off time the transfer adjustment will  reduce (credit) the receivable on the normal service agreement and increase (debit) the original liability accounts from the original financial transactions.

If you followed the above, you’ll see that we now have everything debited and credited appropriately.  And, if a payment materializes for the written off debt, we will simply debit cash and credit the distribution code on the respective SA (either Write Off Expense or Reinstated Liabilities). 

Automated versus Manual Write Offs

The system will automatically create write-off SAs and transfer uncollectable debt to them during the automated write-off processing described below.  

If necessary, you can write-off debt outside of the automated write-off process by simply transferring bad debt to a write-off service agreement using a transfer adjustment.  In fact, a special panel group exists for this purpose.  Refer to Write Off – Main for more information.

How Does The Write-Off Monitor Work?

This section describes how the Write-Off Monitor uses your write-off criteria and write-off process templates to collect overdue debt.

Contents

Different Write-Off Criteria For Different Customers And Different Debt
When Is Debt Monitored For Write Off Purposes?
What Happens When A Write-Off Process Is Started?
Different Write-Off Criteria For Different Customers And Different Debt

Consider the following:

· You probably have different write-off criteria for different customer segments.  For example, customers with large bills probably have strict criteria, whereas you’re probably more lenient with small customers (or vice versa).  You differentiate your customers in respect of the collection process via a collection class code on the customers’ accounts.  An account’s initial collection class is defaulted from its customer class.  You may override an account’s collection class at will.

· You probably have different write-off criteria for different classes of debt.  For example, if a customer has both regulated and unregulated debt, you probably have commission-imposed criteria to be applied to the regulated debt, but you have control over how to write-off unregulated debt.  You differentiate your debt in respect of the collection process via a write-off debt class on the customers’ service agreements (note the write-off debt class is actually defined on the SA type and every service agreement has a SA type).

Write Off Debt Class vs. Regular Debt Class.  It’s important to be aware that a SA type references both a regular debt class and a write-off debt class.  The regular debt class controls the collection criteria applied against an account’s service agreements.  The regular debt class is also used to segregate an account’s outstanding balance on several queries in the system.  The write-off debt class controls the write-off criteria applied against an account’s stopped service agreements.  The reason the system supports two different debt classes is because you may categorize your service agreements differently when you try to collect overdue debt versus when you write-off debt.

Given the above, you should understand that different write-off criteria will exist for every combination of collection class and write-off debt class.  If you’re confused, then consider the following matrix:

	Account’s Collection Class

SA’s Write-Off Debt Class
	Commercial Customer
	Residential Customer

	Regulated
	N/A – there is no regulated, commercial customer debt.
	Attempt to reduce the SA’s balance to zero using the following methods:

Synchronize current balance with payoff balance.

Attempt to transfer debt to another active service agreement linked to the account.

If the debt is < $10 and > $-1, write down the debt using a write-down adjustment.

If the debt is <= $-1, create an A/P adjustment to refund the credit to the customer.

If debt remains, create the default write-off process for regulated debt.

	Unregulated
	Attempt to reduce the SA’s balance to zero using the following methods:

Synchronize current balance with payoff balance.

Attempt to transfer debt to another active service agreement linked to the account.

If the debt / credit is < $10 and > $-10, write down the debt using a write-down adjustment.

If the debt / credit is <= $-10, create an A/P adjustment to refund the credit to the customer.

If debt still remains:

Highest priority: If customer has a non-cash deposit, create the non-cash deposit write-off process.

Otherwise, create the default write-off process for unregulated commercial debt.
	Attempt to reduce the SA’s balance to zero using the following methods:

Synchronize current balance with payoff balance.

Attempt to transfer debt to another active service agreement linked to the account.

If the debt is < $10 and > $-1, write down the debt using a write-down adjustment.

If the debt is <= $-1, create an A/P adjustment to refund the credit to the customer.

If debt remains, create the default write-off process for unregulated residential debt.


Notice that each cell in the matrix has the same pattern:

· The system first attempts to reduce the SA’s current and payoff balances to zero using the following methods (assuming you have set up the write-off control appropriately):

· Sync the current balance with the payoff balance.  If the SA’s payoff balance is zero, this will cause the current balance to become zero and therefore close the SA.

· If there’s a debit balance, transfer the debt to any pending start or active SA in the same write-off debt class.

· If there’s a credit balance, transfer the debt to any non-closed/non-cancelled  SA in the same write-off debt class

· If the remaining debit / credit balance is within a user-defined tolerance (this is defined on the respective algorithm on the write-off control), create an adjustment to write-down the small balance.

· If a credit balance remains, create an A/P adjustment to refund the balance with a check (the adjustment type is defined on the respective algorithm on the write-off control).

· All of the above points will cause the SA to close. If debt remains, the system starts some type of write-off process.  The type of process is dependent on the respective criteria.  What differentiates one write-off criteria from another is its priority.  The higher priority criteria will be compared first.  If the customer / debt meets the criteria, the write-off process is initiated; no further comparisons are performed.  

For more information about maintaining this matrix, refer to Setting Up Write-off Control.

When Is Debt Monitored For Write Off Purposes?

A service agreement will be reviewed by the write-off monitor only when the following conditions are true:

· The service agreement is stopped and reactivated.

· If the service agreement is a “billable charge” SA (as identified on its SA type), all of its billable charges must appear on a bill segment AND the bill segment’s bill’s due date plus grace period must be on or before the business date.

· If the service agreement is not a “billable charge” SA AND it is billable, the SA must have a closing bill segment (i.e., it must be finaled) and the bill segment’s bill’s due date plus grace period must be on or before the business date.

· If the service agreement is a sub SA, its master SA must abide by the above conditions.

Postponing write-off processing.  You can prevent the write-off process from processing an eligible service agreement by populating the account’s C&C Postpone Date with a future date. 

What Happens When A Write-Off Process Is Started?

When you define write-off criteria, you must define the write-off process template to use if the criteria are violated.  The system uses this template to create the account-specific write-off process.

Every stopped or reactivated service agreement that is part of the offending write-off debt class will be linked to the write-off process.

Also linked to the write-off process will be one or more write-off events.  These events are meant to prod the customer.  You define the types of events and when they are generated when you set up your write-off process templates.

It’s important to note that all of the write-off events will be created when the write-off process is created.  Each of these write-off events contains a trigger date.  The trigger date of the first event(s) will typically be the current date.  The trigger date of the other events will be in the future.  Refer to Calendar vs Work Days for a description of how the trigger date is calculated.

A separate process, Activate Write-off events, is responsible for activating write-off events whose date is on or before the current date.  Activation of an event causes the system to do whatever the event indicates (e.g., send a letter, send a ToDo to an operator, refer debt to a collection agency, etc.)

Multiple write-off processes may be kicked off.  It’s important to be aware that if an account’s service agreements reference multiple write off debt classes, a write-off process will be started for each offending write off debt class that has stopped or reactivated service agreements.

For more information about write-off process templates, see Setting Up Write Off Process Templates.  For more information about write-off events, see The Big Picture Of Write-off Events.  For more information about how a write-off process is cancelled, see How Does A Write-Off Process Get Cancelled?.

How Does A Write-Off Process Get Cancelled?

The system “removes” a service agreement from a write-off process when its status becomes closed (i.e., when its balance is zero).  When all service agreements are removed, the system cancels all pending write-off events and deactivates the write-off process.  When the write-off process is deactivated, all collection agency referrals associated with the write-off process are cancelled.

Removing closed service agreements from a write-off process.  Service agreements aren’t actually removed from the process.  Rather, they are inactivated so a proper audit exists.

How Do Collection Agency Referrals Work?

The following points describe how collection agency referrals work.

· A write-off process has one or more events.  One type of event causes overdue debt to be referred to a collection agency.

· When a referral write-off event is activated, the system marks the event for processing by the event’s Collection Agency Referral Algorithm (refer to Setting Up Write Off Event Types for more information).

· The next time the Collection Agency Referral process executes (the frequency is dependent on your background process schedule), it will refer the process’ debt to a collection agency.  The specific agency to which the debt is referred is controlled by the event type’s Collection Agency Referral Algorithm.  The sample algorithm supplied with the system simply refers debt to the collection agency with the least amount of referred debt.  If you prefer different logic, you must write your own algorithm.

· Regardless of the manner in which a collection agency is selected for an account’s debt, the referral involves the creation of a collection agency referral history record.  Refer to Collection Referral for more information.

· A collection agency referral history record is linked to an account.  It contains the amount of debt referred to the collection agency.  It is the creation of this record that, in turn, triggers the interface of information to the collection agency.  The method used to interface the information to the agency is defined on the collection agency’s record.  Refer to Setting Up Collection Agencies for more information.

· If the collection agency is successful in obtaining the funds, simply add a payment.  If the payment causes the SA’s balance to become zero, the system will automatically close the service agreement.  When the system closes a service agreement, it is “removed” from the write-off process.  When a write-off process no longer contains active service agreements, the system cancels the write-off process.  When a write off process is cancelled, all collection agency referrals are automatically cancelled.

· Collection agency referrals get cancelled by the creation of a new collection agency referral history record (with a type of cancel).  This record will be interfaced to the agency in the same manner used to interface a new referral (see above).  

· If the collection agency is not successful in obtaining your funds after a given amount of time, you probably want to cancel the referral and write-off the debt.  The cancellation of the referral will happen automatically if you design your write-off process to generate a collection agency cancellation X days after the referral.  Refer to Setting Up Write Off Process Templates for how to do this.  You can cancel a referral manually by simply creating a new collection agency referral history record (with a type of cancel).

The Big Picture Of Write-off Events 

This section describes the various types of write-off events and their lifecycle.  

Contents

How Are Write-off Events Created?
Types Of Write-off Events
Write-off Event Lifecycle
Write-off Event Trigger Date
How Are Write-off Events Completed
The Last Write-off Event Should Write Off All Debt Associated With All SA’s
How Are Write-off Events Canceled?
How Are Write-off Events Created?

Write-off events may be created as follows:

· The Write-Off Monitor creates a write-off process when an account has unpaid, final billed service agreements.  The write-off process has one or more write-off event(s).  Refer to How Does The Write-Off Monitor Work? for more information about how the system creates write-off processes and their events. 

· Write-off events are created when an operator creates an ad hoc write-off process.  The number and type of events is controlled by the write-off process template defined when the write-off process is created.

· An ad hoc write-off event may be created and linked to an existing write-off process by an operator at their discretion.  

Bottom line.  Most write-off events are created by the system when it creates a write-off process for unpaid, finaled service agreements.  If you need to create an ad hoc write-off event, you can either create a write-off process using a template that contains the desired event OR link the desired event to an existing write-off process.  

For more information about the creation of events by the Account Debt Monitor refer to What Happens When A Write-Off Process Is Started?.  For more information about creating ad hoc write-off processes, refer to Write-off Process Maintenance.  For more information about creating ad hoc events, refer to Write-off Process – Events.

Types Of Write-off Events

The following table describes the various types of write-off events and what happens when they are completed:

	Type Of Write-off Event
	What Happens In The System

	Affect Credit Rating/Cash-Only
	An account credit rating demerit record is created.  The number of demerits is defined on the write-off event type.

	Cancel Agency Referral
	All collection agency referrals associated with the write-off process will be cancelled.

	Refer to Agency
	The debt associated with the SA’s linked to the write-off process will be referred to a collection agency.

	Send Letter
	A customer contact is created for every financially responsible person linked to the account.  

The customer contact causes a letter to be produced.  The type of letter is defined on the customer contact type control table.

The recipient of each letter is defined on Account / Person (those persons marked as Receiving Notifications).

	Send  ToDo
	A ToDo entry is created.  Refer to The Big Picture of ToDo Entries for more information about ToDo entries. 

	Write Off using Distrib Code
	This type of event is used to write-off bad debt in accordance with the distribution codes associated with the financial transactions that caused the debt in the first place.  You’d use this method for example if you want to write-off revenue differently than you write-off liabilities.

The system accumulates the distribution codes from GL details associated with recent financial transactions linked to each write-off service agreement.  When the system has accumulated enough distribution codes (i.e., where the amount associated with the distribution code equals or exceeds the amount to write off), the debt will be transferred to a new or existing write-off service agreement.  The type of service agreements to which the debt is transferred is defined on the distribution codes. 

	Write Off using SA Type
	The service agreements linked to the process will be written-off by transferring their debt to a new or existing write-off service agreement.  Note: the SA type of the write-off service agreement is defined on the algorithm defined on events of this type.

	Generic Algorithm
	The system calls the algorithm defined on the write-off event type.  This type of event is used when what you need to do isn’t handled by one of the above event types.


Refer to Setting Up Write Off Event Types for more information.

Write-off Event Lifecycle

The following diagram shows the possible lifecycle of a write-off event:
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Write-off events are initially created in the pending state.

When the system sees a pending event with a trigger date on or before the current date, the system executes the event’s activity and completes the event.

For more information about a write-off event’s trigger date, see Write-off Event Trigger Date.

A pending event will be cancelled automatically by the system when the service agreements linked to the process are all closed (i.e., they no longer have debt – either because it was paid or transferred to a write-off service agreement).  A pending event may be cancelled by an operator at their discretion.

Write-off Event Trigger Date

When a write-off event is created by the system, its trigger date is set in accordance with your date arithmetic preferences.  Refer to Calendar vs. Work Days for more information.

How Are Write-off Events Completed

A background process runs periodically (at least daily) that looks for write-off events with a trigger date on or before the current date.  For each triggered event, the system executes its activity and then completes it.  Refer to Write Off Event Activator for more information.

The Last Write-off Event Should Write Off All Debt Associated With All SA’s 

The last write-off event will typically transfer all debt from the service agreement’s linked to the process to a write off service agreement (linked to the account).  This will only happen if you set up the write-off process template accordingly (i.e., the last event in the write-off process template is the kind that writes off debt for every service agreement linked to the write-off process).

How Are Write-off Events Canceled?

The system removes a service agreement from a write-off process when its status becomes closed (i.e., when its balance is zero).  Be aware that any type of financial event could cause an SA’s balance to fall to zero (e.g., the creation of an adjustment, the application or cancellation of a payment, the cancellation of a bill, …).  When all service agreements are removed, the system cancels all pending write-off events and deactivates the write-off process.

Real time cancellation.  Unlike collection processes, the system cancels write-off processes real time when the service agreement becomes closed (i.e., there is no background process that monitors write-off processes).  

Besides the automated cancellation process, an operator may cancel a write-off event at will.

Removing closed service agreements from a write-off process.  Service agreements aren’t actually removed from the process.  Rather, they are inactivated so a proper audit exists.

Calendar vs. Work Days

When you set up your collection, severance and write-off process templates, you supply information that controls how the system determines the trigger date of each event in the related process.  There are two different mechanisms for doing this:

· When you set up your severance process templates, you must define the number of days between each event.  For example, the 2nd event (send cutoff warning) may need to be triggered 7 days after the 1st event (send reminder letter).  

· When you set up your collection and write-off process templates, you must define the number of days after the start of the process when each event should be triggered.  For example, the 2nd event (send cutoff warning) may need to be triggered 7 days after the start of the collection process.  

The system uses this information in conjunction with the account’s division’s work calendar when it allocates a trigger date to the various collection, severance, and write-off events in your processes.  The system offers you the following choices in respect of how it calculates an event’s trigger date:

· You can indicate that the trigger date should be set to the next possible workday.  For example, if you indicate that the 2nd event is triggered 7 days after the 1st event, the system will add 7 days to the 1st event’s trigger date.  It then checks if this is a workday (and not a holiday), if so, this is the trigger date of the event; if not, it assigns the trigger date to the next workday.

· You can indicate that the trigger date should be calculated by counting workdays.  For example, if you indicate that the 2nd event is triggered 7 days after the 1st event, the system will count 7 workdays (using the account’s division’s work calendar), and set the trigger date accordingly.

You must define which of the above methods is used in the following processes:

· Account Debt Monitor (ADM and ADM2).  Refer to The Account Debt Monitor for more information.

· Collection Event Trigger (CET).  Refer to The Collection Event Activator for more information.

· Severance Event Set Trigger Date (SED).  Refer to Set Trigger Date for more information.

· Write-off Monitor (WPM).  Refer to The Write Off Monitor for more information.

The Big Picture Of Payment Arrangements and Pay Plans

The topics in this section describe two different mechanisms that allow a customer to payoff overdue debt in installments.

Contents

The Big Picture Of Payment Arrangements
The Big Picture Of Pay Plans
Creating Pay Plan Types
Setting Up Third Party Payors
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A payment arrangement is an agreement with a customer to payoff severely overdue debt in billed installments.  Bills sent to customers with payment arrangements contain charges for both their current services and their payment arrangement installment amount.  

Nomenclature.  Some people refer to payment arrangements as “current bill plus” agreements because the customer’s bills contain charges for both their current debt plus their installment amount.  After the customer has paid off their overdue debt, the customer’s bill only contains charges for their current debt.

The topics in this section describe how to set up a payment arrangement and how the system monitors the ongoing arrangements.
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Creating Payment Arrangements

When you create a payment arrangement, you are actually creating a service agreement.  This service agreement is just like other service agreements in that:

· It holds debt.

· It is periodically billed.

· When a payment is received, the service agreement’s debt is reduced.

· If the service agreement becomes delinquent, a collection process is initiated to collect the overdue debt.

Debt is transferred to a payment arrangement service agreement (PA SA) from the customer’s delinquent service agreements (SAs) at the inception of the payment arrangement. 

When you transfer delinquent debt from the delinquent SAs to the PA SA, the debt is removed from the delinquent SAs.  If you transfer all debt from the delinquent SAs, the customer will no longer be in arrears in a given debt class (and if the customer is no longer in arrears, active collection and severance processes will be cancelled).

Use the Payment Arrangement Transaction.  You could do the above functions by adding a new service agreement and creating transfer adjustments.  However, this is tedious.  Rather, use the Payment Arrangement transaction.  This transaction creates the PA SA, transfers debt to it, and sets up the installment amount.  This transaction is also used if you need to break or cancel the payment arrangement.

Installment, Payoff and Current Amounts

Warning!  If you do not understand the difference between payoff balance and current balance, refer to Current Amount versus Payoff Amount.

When you set up a payment arrangement service agreement (PA SA), you transfer delinquent debt to the PA SA using transfer adjustments.  After moneys are transferred, the system sets the PA SA’s current balance to zero.  At this point, neither the original service agreements nor the PA SA have delinquent debt.  If the customer neglects to pay their payment arrangement, the PA SA will fall into arrears and a collection process will ensue.  If the customer neglects to pay their previously delinquent SA’s, they will again fall into arrears and a collection process will ensue.

PA SA’s start their life with a non-zero payoff balance (i.e., they have debt when first started).  This debt is transferred from the normal service agreement(s) whose outstanding debt necessitated the creation of the PA SA.

The installment amount that the customer is billed is determined by the number of installments used to payoff the debt.  For example, if the customer owes $500 on their electric and water service agreements and they want to pay this off in 10 installments, you’d set up the installment amount to be $50.  The installment amount is saved on the PA SA’s recurring charge amount.  If the customer again falls into arrears on their normal service agreements, you can transfer additional delinquent debt to the PA SA.  You can also change the installment amount as needed.

A PA SA’s payoff balance typically differs from its current balance.  The payoff balance is the amount of debt remaining to be paid off under the terms of the payment arrangement.  The current balance is the installment amount that has been billed but not paid.  For example, a customer who is paying off $500 with 10 installments of $50 would have an initial payoff balance of $500 and a current balance of $0.  After the first bill, the PA SA would still have a payoff balance of $500, but its current balance would be $50.  When the customer pays, the PA SA’s payoff balance would fall to $450 and its current balance would return to $0. 

The following table contains a financial example of a customer who sets up a payment arrangement to payoff $1,000 of debt in $10 installments.

	Event


	Normal SA’s GL Accounting
	PA SA’s GL Accounting
	Normal SA’s Current Balance
	Normal SA’s Payoff Balance
	PA SA’s Current Balance
	PA SA’s Payoff Balance

	Prior to creation of payment arrangement
	N/A
	N/A
	1000
	1000
	N/A
	N/A

	Transfer debt from normal SA(s) to PA SA
	Xfer 1000

A/R <1000>
	PA A/R 1000

Xfer <1000>
	0
	0
	1000
	1000

	Set current balance to zero on PA SA
	N/A
	N/A
	0
	0
	0
	1000

	Customer is billed ($50 for new debt and $10 of payment arrangement debt)
	A/R 50

Revenue <50>
	N/A
	50
	50
	10
	1000

	Customer pays $60
	Cash 50

A/R <50>
	Cash 10

PA A/R <10>
	0
	0
	0
	990


When the customer pays off the payment arrangement debt, the system automatically closes the PA SA after it final bills (assuming the PA SA’s SA type references a bill segment type that has a bill segment creation algorithm of Recurring Charge With Auto Stop).

Monitoring Payment Arrangements

The PA SA should belong to its own debt class (let's call it Payment Arrangement Debt) so that you can have stricter collection criteria for payment arrangement debt (as compared to normal SA’s).  Because there will be a new debt class, there will be a unique collection class control (CCC) for payment arrangements.  This CCC will have debt criteria associated with payment arrangement debt.  If these criteria are violated, we will kick off a collection process that should have 1 collection event - Start Severance.

The severance process template for PA SA’s will have 1 severance event that calls the Break Payment Arrangement Event algorithm.  This algorithm does the following:

· Cancels ALL adjustments that were used to transfer the debt to the payment arrangement (identified by the XFER adjustment type on the PA SA’s SA type).  When these are cancelled, the original arrearage will be reinstated under the original SA's - this debt should be rather old by this point.

· Syncs up current balance with payoff balance on the PA SA.

· Makes the PA SA pending stop (SA activation will stop the SA when it next runs).

· If there is a credit left on the PA SA (because payments were made against the arrangement), the credit will be distributed amongst the account's debt using the standard distribution algorithm.  Because the payment arrangement debt that was reinstated should be rather old, it should get relieved first.  This relief will occur via transfer adjustments from the PA SA to the original SA's.

· If there is a debit left (e.g., because LPC were issued or some other type of adjustment was created by an operator), the debt will be transferred back to one of the SA's from which the arrangement was originally created.

· Inserts a characteristic under the PA SA to indicate that it has been broken (we need this for the account debt monitor (ADM) a few steps down). 

· Inserts a row on the account debt monitor trigger.  This trigger will cause the account to be reviewed by the ADM when the ADM next runs.

The PA SA must final bill before it closes.  It's important to note that the PA SA will only close after the PA SA is final billed.  This is OK as it won't have any money left on it.

When the ADM next runs, it will analyze the account's reinstated debt.  We recommend creating a new override collection criteria for the normal debt class that will return a value of true if the account has a closed payment arrangement that has been broken in the last X days (where X is a parameter of the override collection criteria’s algorithm).  If this algorithm returns a true, kick off a unique collection process template (that has nasty events).  A sample algorithm of this type is supplied in the base package – COLL COND PA.

To complete this discussion, we have to worry about the situation when the final bill of a payment arrangement goes unpaid.  In this situation, the payment arrangement is stopped and will therefore not be processed by the ADM.  In this case, the write off monitor will process the PA SA after its final bill's due date and a write-off process will start.  This write off process will have a single event that calls the Break Payment Arrangement algorithm (described above).  After the FT's are issued in this event, the SA will close (because it's been final billed and it's balance will go to zero).

The Big Picture Of Pay Plans

A pay plan (PP) is an agreement with a customer to make payments on specific dates.  Pay plans differ from payment arrangements in that pay plans have user-defined scheduled payment dates which are independent from the customer’s billing dates.  In other words, payment arrangements appear on the customer’s bills, pay plan scheduled payments do not.

Consider the following requirements that would require a pay plan:

· If a customer is in arrears and you want to receive payments on specific dates (as opposed to with the customer’s regular bills), you would set up a pay plan and define the dates on which you expect the payments.

· Some organizations set up pay plans for customers who have agreed to pay specific amounts in advance (because they cannot / will not post a deposit).  It’s important to understand that these pay plans are not paying off past debt; rather, they can be viewed as an installment plan to prepay service agreement(s).

· In Europe and Australia, due to infrequent meter reading, customers may elect to make payments more frequently than they are billed.  For example, a customer may be billed every 3 months but elect to make payments every 2 weeks.  To implement this, you would create a pay plan with fixed payments every two weeks.  

The topics in this section describe how pay plans work.  
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When you create a pay plan for an account, you must define the number of scheduled payments and their respective amounts.  There is no limit to the number of scheduled payments that may be set up under a pay plan.

Automatic Payments Can Be Created On The Scheduled Payment Dates

The system will create automatic payments on a pay plan’s scheduled payment dates if:

· The account is set up for automatic payment (as described under How To Set  Up A Customer To Pay Automatically), and

· The payment method defined on the pay plan indicates automatic payment is being used

The background process called PPAPAY is responsible for creating these automatic payments.  It does this by calling the automatic payment creation algorithm plugged in on the installation record.

A Pay Plan Insulates Overdue Debt From The Account Debt Monitor (ADM)

A pay plan’s scheduled payments are used by the account debt monitor as “pseudo payments” that relieve the account’s debt before it is subjected to the collection criteria (refer to How Does The Account Debt Monitor Work for more information about collection criteria).

It’s important to understand that a pay plan only insulates the account’s debt that belongs to the pay plan’s debt class.  Therefore, if a customer has debt that belongs to two debt classes (e.g., normal debt and 3rd party pass through debt), you would need to set up a separate pay plan for each debt class (assuming both types of debt are covered by a pay plan).  Refer to Different Collection Criteria For Different Customers and Different Debt for more information about debt classes.

A Pay Plan Must Reference A Pay Plan Type

When you create a pay plan, you must define its pay plan type.  The pay plan type controls the following functions:

· The debt class whose debt is insulated by the pay plan.  

· The type of algorithm (if any) that is executed when the pay plan is broken.  You might use such an algorithm to affect the customer’s credit rating when the pay plan is broken.

A Pay Plan May Reference A 3rd Party Payor

In addition to referencing the account whose debt is insulated by the pay plan, the pay plan must also reference the account that is responsible for making the payments.  We refer to this second account as the pay plan’s “payor”.  

While the payor’s account is typically the same as the account whose debt is insulated by the pay plan, you can indicate a 3rd party payor (e.g., a social service agency) is responsible for making the pay plan’s scheduled payments. 

If your organization allows 3rd party payors, you can define each on the 3rd party payor control table.  This control table exists to simplify the data-entry effort when you create a pay plan (as it defines the account associated with the 3rd party payor).  

Note.  If a pay plan does not reference a third-party payor, any non-third-party payors (i.e., any account that is not defined in the third-party payor control table) can make payments on behalf of the customer.  If a pay plan references a third-party payor, only payments made by the third party on behalf of the customer are counted towards the fulfillment of the pay plan.

The Lifecycle Of A Pay Plan

The following diagram shows the possible lifecycle of a pay plan:
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The following points explain this lifecycle:

· Pay plans are initially created in the active state.  Active pay plans are monitored for compliance by The Pay Plan Monitor.  

· A pay plan may be cancelled as follows:

· A user can cancel a pay plan at will.

· When a SA is stopped AND there are no other active SA’s in the same debt class, all active pay plans associated with the account and debt class will be will be cancelled.
· The activation of a collection event that calls the “cancel pay plan” algorithm will cancel all active pay plans associated with the collection process’s debt class.  You may want to use such a collection event if your organization cancels active pay plans when new debt causes a collection process to kick-off.  Note, the base package algorithm that performs this function will not cancel the pay plan if it’s associated with a 3rd party payor.
· The Pay Plan Monitor causes active pay plans to become broken if sufficient payments have not been made to satisfy the pay plan’s scheduled payments.

· The Pay Plan Monitor causes active pay plans to become kept when it detects that sufficient payments have been made to satisfy the pay plan’s scheduled payments.

Highlighting The Existence Of Broken / Kept / Active and Denied Pay Plans

You can define on the installation record plug-in algorithms that format alert messages.  (Refer to Installation Options - Algorithms for additional information.)  We recommend that you take advantage of the following algorithms to highlight pay plans:

· Highlight pay plans in a given status.  This algorithm is used to highlight pay plans in a given state (broken, kept, cancelled) that were started within the last X days.

· Highlight customer contacts of a given type.  This algorithm would be used to highlight customer contacts of a given type that were created within the last X days.  This would be useful if you create a specific type of customer contact when you deny a pay plan.  Some utilities do this to prevent customers from shopping around.

In addition, you can define account-specific alerts to highlight customers that should never be allowed to have a pay plan (for whatever reason).

A Pay Plan Must Reference A Payment Method

When you create a pay plan, you must define how the customer will make the payments be referencing a payment method.  Examples of payment methods include: In Person, Wire Transfer, By Post, Express Mail, etc. 

The payment method is more than just documentation as it defines the number of grace days the customer has to make the pay plan’s scheduled payments.  For example, if you set up the payment method control table to indicate that payments made By Post have 3 grace days, then the customer has up to 3 days after each scheduled payment date to make the payment.  If payment is not received by the scheduled payment date plus the grace days, the pay plan will be marked as broken (and the ADM will be triggered).

The Pay Plan Monitor

Please understand the concepts described in The Lifecycle Of A Pay Plan and The Tendering Account May Differ From The Account Whose Debt Is Relieved before reading this section.

The Pay Plan Monitor background process (referred to as PPM) is responsible for monitoring active payment plans.  This process can cause a pay plan (PP) to become kept or broken (or being left as active).  

When is a pay plan marked as broken / kept?  It’s important to understand that only the PPM can cause a pay plan to become kept or broken.  This means that if a customer makes a payment that satisfies a pay plan, the pay plan will only be marked as kept when the pay plan monitor next runs.  If the payment is subsequently cancelled, nothing will happen to the pay plan until the PPM next runs.  When the PPM next runs, it will see that the scheduled payment was not kept and it will break the pay plan and schedule the ADM to be executed.  When the ADM next executes, it will create a collection process (because the customer’s debt will no longer be insulated by the pay plan’s scheduled payments).

The following points describe, at a high level, how the PPM monitors a pay plan (PP) for compliance.  

· The system selects all frozen, non-cancelled payment segments associated with the PP’s account and debt class where:

· The payment date is after the start date of the pay plan, and 

· The payment’s pay event has at least one tender that references the pay plan’s payor.

· The system logically reduces / removes past and current scheduled payments (starting with the earliest scheduled payment) until the total amount of payment segments is exhausted (or there are no more historical / current scheduled payments).  

Paying pay plans in advance.  Scheduled payments with a future date are not logically removed / reduced.  This means that if a customer makes advance payments on a pay plan, it will not be marked as kept until all scheduled payment dates are in the past.

· If all scheduled payments have been logically removed, the pay plan is marked as kept.

· If there exist scheduled payments where the pay date + grace days (grace days are defined on the pay plan’s payment method) is before the current date (i.e., a payment doesn’t exist for a scheduled payment): 

· The pay plan is marked as broken.

· The PP’s break algorithm (if any) is called (note, for European / Australian pay plans, there are scenarios where the break algorithm can cause the pay plan to become unbroken – when there aren’t at least two missed, historical scheduled payments).

· An ADM trigger is stored for the PP’s account.  This will cause the account to be reviewed by the ADM the next time it runs.  And because the pay plan is broken, its scheduled payments will no longer insulate the account’s arrearage.

Important!  It’s important that you schedule the PPM to run before the ADM so that it can break unpaid payment plans prior to the ADM subjecting the account’s debt to collection criteria.  Refer to How Pay Plans Affect The ADM for more information.

How Pay Plans Affect The ADM

As described under A Pay Plan Insulates Overdue Debt, a pay plan’s scheduled payments insulate an account’s debt from the ADM.  This section describes how this is accomplished.

Important!  You should understand the concepts in How Does The Account Debt Monitor Work and The Tendering Account May Differ From The Account Whose Debt Is Relieved before reading the following.

The ADM will be triggered when a pay plan is broken.  Refer to The Pay Plan Monitor for an explanation of how the ADM is triggered when a pay plan is broken.

Before the ADM (and ADM2) subjects an account’s debt to the collection criteria, it calls the debt’s debt class’s Override Arrears Algorithm (this is an optional plug-in spot on Debt Class).  This algorithm is passed the debt class’s aged debt and manipulates it as follows:

· First, a list of all past, present and future scheduled payments associated with the account and debt class’s active pay plans is constructed.  

· If multiple payors are encountered (because the customer has multiple pay plans and these have different payors), a separate list of scheduled payments is maintained for each payor.

· Next, for each payor, retrieve the total amount of frozen, non-cancelled payment segments made on behalf of the pay plan’s account and debt class.

· Select all frozen, non-cancelled payment segments associated with the pay plan’s account and debt class whose pay date is >= pay plan’s start date and the pay segment’s event has at least one tendering account associated with the pay plan’s payor.

· Next, logically reduce / remove past and current scheduled payments (starting with the earliest scheduled payment) until the payor’s payment amount is exhausted (or there are no more historical / current scheduled payments).  Future scheduled payments cannot be remove / reduced.

· Finally, reduce the passed in aged debt with any unpaid scheduled payments.

This logic is not “hard coded”.  Rather, the mechanism used to use a pay plan’s scheduled payments to reduce debt is defined in an algorithm defined on the pay plan’s debt class.  The contents in this section describe how a base package algorithm works.  Because it’s an algorithm, you can introduce whatever logic you please.

The following is an example of how pay plans affect aged debt.

	Date
	Event
	SA’s Arrears
	SA’s Balances
	Scheduled Payments

	Prior to creation of the PP 1/18/2000
	
	$1,000 – 90 days old

$1,600 – 60 days old

$1,900 – 30 days old
	Current: 
$4,500

Payoff: 
$4,500
	

	1/18/2000
	Pay Plan created.  The $4,500 in future scheduled payments offsets the existing $4,500 of aged debt.
	$1,000 – 90 days old

$1,600 – 60 days old

$1,900 – 30 days old
De facto ADM debt: $0
	Current: 
$4,500

Payoff:     $4,500
	1/20/2001
$1,500

2/01/2001
$1,500

2/07/2001
$1,500

	1/20/2001
	The customer pays $1,500.  There exists $3,000 of future scheduled payments that offset the arrears
	$1,100 – 62 days old

$1,900 – 32 days old
De facto ADM debt: $0
	Current: 
$3,000

Payoff: 
$3,000
	1/20/2001
$1,500
“Paid”

2/01/2001
$1,500
Future

2/07/2001
$1,500
Future

	1/20/2001
	ADM runs.  The $3000 in future scheduled payments offsets the Current Balance of $3000, so CC events not created.
	$1,100 – 62 days old

$1,900 – 32 days old
De facto ADM debt: $0
	Current: 
$3,000

Payoff: 
$3,000
	1/20/2001
$1,500
“Paid”

2/01/2001
$1,500
Future

2/07/2001
$1,500
Future

	1/24/2001
	A new bill is created for $400
	$1,100 – 62 days old

$1,900 – 32 days old

$400 – 1 day old
De facto ADM debt: $400 - 1 day old
	Current: 
$3,400

Payoff: 
$3,400
	1/20/2001
$1,500
“Paid”

2/01/2001
$1,500
Future

2/07/2001
$1,500
Future

	2/2/2001
	Pay Plan Monitor runs.  PP marked as Broken because the 2/1/2001 scheduled payment has not been paid (assuming no grace period on the pay plan’s payment method) 
	$1,100 – 74 days old

$1,900 – 44 days old

$400 – 8 days old
	Current: 
$3,400

Payoff: 
$3,400
	1/20/2001
$1,500
“Paid”

2/01/2001
$1,500
“Late”

2/07/2001
$1,500
Future

	2/2/2001
	ADM runs.  There are no active pay plans and therefore there is nothing to insulate the customer’s debt.  Therefore the aged debt will be subjected to the collection criteria and an appropriate collection process will be created.
	$1,100 – 74 days old

$1,900 – 44 days old

$400 – 8 days old
De facto ADM debt is the same as above (i.e., rather old)
	Current: 
$3,400

Payoff: 
$3,400
	Pay plan is broken and therefore its scheduled payments cannot be used.


Collection Process / Severance Process Cancellation

When a pay plan (PP) is created, the system determines if it can cancel active collection and severance processes associated with the pay plan’s account and debt class.  It does this because a pay plan’s scheduled payments act as “pseudo payments” that relieve the account’s debt (temporarily).  The following points describe how this works:  

· The system attempts to cancel collection processes by calling the Collection Process Cancel Criteria Algorithm defined on the debt class that is associated with the collection process.  This algorithm is meant to cancel a collection process if the sum of ALL service agreements in the debt class have debt less than a given threshold amount.  Because of the existence of the pay plan, the actual debt will be temporarily reduced by the amount of the pay plan’s scheduled payments before it is compared to the threshold amount (see How Pay Plans Affect The ADM for more information about how debt is reduced).  Note: this temporary reduction will only occur if you have plugged in the appropriate pay plan debt reduction algorithm on the debt class.

· It attempts to cancel severance processes by calling the Severance Process Cancel Criteria Algorithm defined on the debt class that is associated with the severance process.  This algorithm is meant to cancel a severance process if the sum of ALL service agreements in the debt class have debt less than a given threshold amount.  Because of the existence of the pay plan, the actual debt will be temporarily reduced by the amount of the pay plan’s scheduled payments before it is compared to the threshold amount (see How Pay Plans Affect The ADM for more information about how debt is reduced).  Note: this temporary reduction will only occur if you have plugged in the appropriate pay plan debt reduction algorithm on the debt class.

If collection / severance processes still exist for the account / debt class associated with the pay plan, a warning is issued.

Interesting Pay Plan Facts

The following points describe a variety of interesting facts about pay plans (PP):

· An account may have many active pay plans.  However, only 1 pay plan may be active for a given account / debt class / payor at any point in time.

· The existence of a pay plan has no impact on payment distribution.

· When a SA is stopped, if the SA’s debt class has an active PP AND there are no other active SA’s in the same debt class, the PP will be cancelled

· The cancel reason will be “cancelled by system” (as opposed to “cancelled by user”)

· If necessary, different collection / severance processes can be triggered if a broken PP is detected (via the override algorithms on CCC and write-off control - we do NOT provide such algorithms).

Creating Pay Plan Types

This section describes the control tables needed to set up pay plans.

Contents

Setting Up Pay Plan Types
Setting Up Payment Methods
Setting Up Pay Plan Types

Pay plan types control what is done by a given pay plan.  Open Admin, Pay Plan Type to define your pay plan types.

For more information refer to The Big Picture Of Pay Plans for more information.
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Pay Plan Type

Description of Page

To modify a pay plan type, simply move to a field and change its value.  To add a new pay plan type, press [image: image9.png]


 to insert a row, then fill in the information for each field.  The following fields display:

Pay Plan Type
The name of the pay plan type.

Description
A meaningful description of the pay plan type.

Broken Algorithm
This algorithm is called when a pay plan is broken.  Refer to The Pay Plan Monitor for more information about how pay plans are broken.


If you haven’t done so already, you must set up this algorithm in the system.  To do this, create a new algorithm (refer to Setting Up Algorithms).  On this algorithm, reference an Algorithm Type that breaks a pay plan.  The system comes supplied with a sample algorithm type that can be used as a base (see BROKEN PP).  Refer to Setting Up Algorithm Types for how this type of algorithm operates.

Debt Class
The debt class covered by pay plans of this type.  Refer to Setting Up Debt Classes for more information.

Where Used

A payment method is referenced on a Pay Plan.

Setting Up Payment Methods

Payment methods are used to describe how a customer intends to make their pay plan’s scheduled payments.  Open Admin, Pay Method to define your payment methods.

For more information refer to A Pay Plan Must Reference A Payment Method for more information.
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Pay Method

Description of Page

To modify a pay method, simply move to a field and change its value.  To add a new pay method, press + to insert a row, then fill in the information for each field.  The following fields display:

Pay Method
The name of the payment method.

Description
A meaningful description of the payment method.

Grace Days
The number of days added to the scheduled payment date.  The ADM will consider the broken if it not made by the scheduled date + grace days.

Auto Pay
If the pay method is marked as being for Auto Pay, the PPAPAY background process will automatically create an automatic payment on the pay plan’s scheduled payment dates IF the account has been set up for automatic payment. 

Where Used

A payment method is referenced on the scheduled payments of a Pay Plan.

If the pay method is marked as being for Auto Pay, the PPAPAY background process will automatically create an automatic payment on the pay plan’s scheduled payment dates IF the account has been set up for automatic payment.

Setting Up Third Party Payors

Pay plans support optional third party payors.  Open Admin Menu, Third Party Payor to define your third party payors.

Note:  a third party payor refers to an Account in the system.  You must set up the account first, before you can create a third party payor.

For more information refer to The Big Picture Of Pay Plans for more information.
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Third Party Payor

Description of Page

To modify a third party payor, simply move to a field and change its value.  To add a new payor, press + to insert a row, then fill in the information for each field.  The following fields display:

Third Party Payor
Provide a meaning id for the third party payor that can be easily recognized when setting up a pay plan.

Description
A meaningful description of the payor.

Account ID
The account that is used for this payor.  It is this account that is tracked as the “payee” of any payments made towards a third party payor’s pay plan.

Active
Check this box if the payor is currently available to participate in pay plans.

Where Used

A third party payor may be referenced on a Pay Plan.

Creating Collection, Severance & Write-Off Procedures

Your collection procedures define how your organization collects overdue debt.  Your severance procedures define how your organization severs service agreements when collection attempts fail.  Your write-off procedures define how your organization writes off finaled debt.  In this section, we describe how to set up the data that controls these procedures.

For more information about collection, severance and write-off procedures, see The Big Picture Of Credit & Collections (C&C).

Warning!  There are innumerable ways to design your collection, severance and write-off procedures.  Some designs will result in easy long-term maintenance, others will result in maintenance headaches.  In this section, we provide information to help you understand the ramifications of the various options.  Before you set up your production collection, severance and write-off procedures, we encourage you to gain an intuitive understanding of these options by using the system to prototype the alternatives.

Contents

Designing Your Collection Procedures
Setting Up Collection Procedures
Designing Your Severance Procedures
Designing Your Reconnection Procedures
Setting Up Severance Procedures
Designing Your Write-Off Procedures
Setting Up Write-Off Procedures
Designing Your Collection Procedures

The design of your collection procedures is an iterative process.  Over time, you will develop intuitive skills that will allow you to skip some iterations.  However, when you’re starting out, we recommend you use the following matrix as your guide.  When the matrix is complete, you’re ready to set up the collection process control tables.

	Account’s Collection Class  (
SA’s Debt Class (
	
	

	
	
	

	
	
	

	
	
	


The topics discussed below will gradually complete this matrix using a simple case study. 

For more information about how the information in this matrix is used to monitor your customers’ debt, refer to Different Collection Criteria For Different Customers And Different Debt.

Contents

Designing Your Debt Classes
Designing Your Collection Classes
Designing Collection Class Controls
Designing Your Collection Class Control Overrides
Designing Collection Process Templates & Collection Event Types
Defining Cancellation Process Auto Cancellation Criteria
Designing Your Debt Classes

Multiple debt classes are needed when you have different collection procedures for different types of service agreements.  If all service agreement debt is collected the same way, then you’ll have just one debt class (call it Generic).  However, if you’re like many organizations, you will have multiple debt classes.  The following points will help you understand why:

· If you have both regulated and unregulated service, you probably have different debt classes for each type of service.  Why?  Because your local regulators control how you collect and cutoff overdue, regulated debt.  For unregulated debt, your organization controls how overdue debt is collected.

· If your customers make charitable donations, you will have a charitable contribution debt class.  Why?  Because you probably send a different type of letter when the customer falls into arrears on their charitable contributions.  You also can’t cut off their water service if they don’t make their charitable contributions.

· If you levy deposits, you will probably have a deposit debt class.  Why?  Because you probably respond differently if the customer doesn’t pay their deposit (e.g., you may decide to cut off their electric service until the deposit is paid).

· If you write-off uncollectable debt, you will need another debt class for write-off service agreements.  Why?  Because when you write-off debt in the system, you transfer the uncollectable debt from the original service agreement(s) to a write-off service agreement.  The write-off service agreement holds this debt forever (or until it is paid).  You need to use a different debt class for the write-off service agreements because they aren’t subject to collection criteria.

· If you use the system to charge your organization’s company usage, you’ll need another debt class (we refer to it as the “N/A” debt class below).  Why?  Because all service agreements must have a debt class, even those that will never have debt.  

	Account’s Collection Class  (
SA’s Debt Class (
	
	

	Regulated
	
	

	Unregulated
	
	

	Charitable Contribution
	
	

	Deposit
	
	

	Write Off
	
	

	N/A
	
	


Designing Your Collection Classes

Multiple collection classes are needed when any debt class has different collection rules depending on the type of customer.  If all customers within all debt classes are collected the same way, then you’ll just have a single collection class (call it Generic).  However, if you’re like many organizations, you will have multiple collection classes.  

Consider unregulated debt.  For commercial/industrial customers, you probably don’t worry until they owe you more than, say, $100 after 20 days.  For residential customers, you probably don’t worry until they owe you more than, say, $5 after 20 days.  In this situation, you will have at least two collection classes: one for large customers, the other for residential customers.

In our example, we are assuming you have two collection classes: Residential and Commercial/Industrial.

	Account’s Collection Class  (
SA’s Debt Class (
	Residential
	Commercial/Industrial

	Charitable Contribution
	
	

	Regulated
	
	

	Unregulated
	
	

	Write Off
	
	

	Company Usage
	
	


Designing Collection Class Controls

At this point we have the rows and columns defined in our matrix.  Now it’s time to work on the individual cells.

Each cell should have a “collection class control” that defines its collection criteria and what to do if the criteria are violated.  If a cell doesn’t have a collection class control, this means you don’t have any debt associated with that combination of collection class and debt class.  So, we’ll mark each cell without debt with “N/A”.

	Account’s Collection Class  (
SA’s Debt Class (
	Residential
	Commercial/Industrial

	Regulated
	
	N/A

	Unregulated
	
	

	Charitable Contribution
	
	N/A

	Deposit
	
	

	Write Off
	
	

	N/A
	
	


Next, we’ll mark each cell for debt classes whose debt isn’t collectable (i.e., the write-off and N/A debt classes).

	Account’s Collection Class  (
SA’s Debt Class (
	Residential
	Commercial/Industrial

	Regulated
	
	N/A

	Unregulated
	
	

	Charitable Contribution
	
	N/A

	Deposit
	
	

	Write Off
	N/A
	N/A

	N/A
	N/A
	N/A


Note.  If the Account Debt Monitor encounters debt associated with a non-existent collection class control, it will issue a warning.

Determining the collection criteria in each remaining cell can be straightforward or complicated; it depends on how your organization works.  Our case study assumes the following:

· For charitable debt, if the customer is more than $0 in arrears by more than 20 days, kick off the “charity reminder” collection process.  We’ll talk more about this collection process later.

· For regulated / residential debt, if the customer is more than $15 in arrears by more than 20 days, kick off the Normal Regulated collection process.  We’ll talk more about this collection process later.

· For unregulated / residential debt, if the customer is more than $5 in arrears by more than 20 days, kick off the Normal Unregulated collection process.  We’ll talk more about this collection process later.

· For unregulated / commercial-industrial debt we have multiple criteria:

· Highest priority.  If the customer is more than $10,000 in arrears by more than 20 days, kick off the Large Overdue Debt collection process.  We’ll talk more about this collection process later.

· Lower priority.  If the customer is more than $100 in arrears by more than 20 days, kick off the Normal Unregulated collection process.  We’ll talk more about this collection process later.

· For deposit debt (regardless of collection class) we have multiple criteria:

· Highest priority.  If the customer is more than $5 in arrears by more than 50 days, kick off the Deposit Severely Overdue collection process.  We’ll talk more about this collection process later.

· Lower priority.  If the customer is more than $15 in arrears by more than 20 days, kick off the Deposit collection process.  We’ll talk more about this collection process later.

Given the above, our matrix will look as follows:

	Account’s Collection Class  (
SA’s Debt Class (
	Residential
	Commercial/Industrial

	Charitable Contribution
	If > $0 is older than 20 days, start Charity Reminder collection process.
	N/A

	Regulated
	If > $15 is older than 20 days, start Normal Regulated collection process.
	N/A

	Unregulated
	If > $5 is older than 20 days, start Normal Unregulated collection process.

Override: If Credit Rating is lower than the installation threshold:  If > $5 is older than 15 days, start Risky Unregulated collection process.
	Highest priority: If > $10,000 is older than 20 days, start Large Overdue Debt collection process.

Lower priority: If > $100 is older than 20 days, start Normal Unregulated collection process.

	Deposit
	Highest priority: If > $5 is older than 50 days, start Deposit Severely Overdue collection process.

Lower priority: If > $15 is older than 20 days, start Deposit collection process.
	Highest priority: If > $5 is older than 50 days, start Deposit Severely Overdue collection process.

Lower priority: If > $15 is older than 20 days, start Deposit collection process.

	Write Off
	N/A
	N/A

	N/A
	N/A
	N/A


Designing Your Collection Class Control Overrides

Warning!  Your collection needs may not require any overrides for your collection class control matrix and therefore this section may not be relevant.

The following matrix will help you design your collection class overrides.  When the matrix is complete, you’re ready to set up the collection class control tables.

Notice that the matrix has two dimensions: one is dependent on collection condition algorithms; the other is dependent on the collection class controls designed in the previous section.  Collection condition algorithms are confusing.  Think of them as optional conditions that, if met, will subject the collection class control’s debt to different collection criteria.  

Each cell in the matrix contains the collection criteria that will be applied to the account’s debt when the collection condition is met (i.e., the same type of criteria – dollars and days and collection process – are defined in each cell).

We label the first collection condition as the Default.  The collection criteria associated with this column will be used to analyze an account’s debt when none of the other conditions applies.  We’ll start by indicating the Default collection criteria (this was defined in the previous section).

	Account’s Collection Class  (
SA’s Debt Class (
	Default
	Credit Rating < Threshold

	Residential Charitable Contribution
	See default collection criteria defined in previous section.
	

	Residential Regulated
	See default collection criteria defined in previous section.
	

	Residential Unregulated
	See default collection criteria defined in previous section.
	

	Commercial-Industrial Unregulated
	See default collection criteria defined in previous section.
	

	Residential Deposit
	See default collection criteria defined in previous section.
	

	Commercial-Industrial Deposit
	See default collection criteria defined in previous section.
	


If a different collection process OR criteria should be used when other conditions are met, you should indicate such by defining the collection criteria in the cell.  For example, if we assume that all unregulated residential debt has a different collection process when the account’s credit score is less than the threshold credit rating on the CIS installation record, our matrix will look as follows:

	Account’s Collection Class  (
SA’s Debt Class (
	Default
	Credit Rating < Threshold

	Residential Charitable Contribution
	See default collection criteria defined in previous section.
	

	Residential Regulated
	See default collection criteria defined in previous section.
	

	Residential Unregulated
	See default collection criteria defined in previous section.
	Override: If Credit Rating is lower than the installation threshold:  If > $5 is older than 15 days, start Risky Unregulated collection process.

	Commercial-Industrial Unregulated
	See default collection criteria defined in previous section.
	

	Residential Deposit
	See default collection criteria defined in previous section.
	

	Commercial-Industrial Deposit
	See default collection criteria defined in previous section.
	


Once the matrix is complete, you’re ready to design your collection process and collection event types.

The collection conditions are limited by your imagination (and business requirements).  We have provided the collection conditions you see above as an example; we don’t expect you’ll be able to use the exact conditions we supply.  Your conditions will be based on any number of factors.  For example, if you have different collection criteria that apply during winter months, you should add a new collection condition (called Winter Season).  Or if you have different criteria based on years of service, you could have another condition.

New collection conditions may require programming.  See How To Add A New Algorithm for more information.

Designing Collection Process Templates & Collection Event Types

The following table shows the collection process templates referenced in the previous section’s matrix.  Adjacent to each process are its events and an indication of when they are triggered.

	Collection Process Template
	Collection Event

Template
	Triggered X Days From Start Of Collection Process

	Charitable Contribution Reminder
	Charity courtesy reminder letter
	0

	
	Start severance
	15

	Normal Regulated
	Regulated courtesy reminder letter
	0

	
	Regulated 2nd notice letter
	10

	
	Start severance
	15

	Large Overdue Debt
	Large debt courtesy reminder letter
	0

	
	ToDo for large overdue debt
	3

	
	Large debt 2nd notice letter
	10

	
	Start severance
	15

	Normal Unregulated
	Unregulated courtesy reminder letter 
	0

	
	Unregulated 2nd notice  letter
	5

	
	Start severance
	10

	Risky Customer Unregulated
	Unregulated risky letter 
	0

	
	Start severance
	5

	Deposit
	Deposit reminder
	0

	Deposit Severely Overdue
	Create ToDo entry
	0


If we extract each unique event type from the above table, we end up with the following:

	Collection Event

Type
	Event 

Type

	Charity courtesy reminder letter
	Send Letter – CHARIT REMIN

	Start severance
	Start Severance Process

	Regulated courtesy reminder letter
	Send Letter – REGUL REMIN

	Regulated 2nd notice letter
	Send Letter – REGUL 2nd 

	Large debt courtesy reminder
	Send Letter – LARGE REMIN

	Risky debt courtesy reminder
	Send Letter – RISKY REMIN

	ToDo for large overdue debt
	Issue ToDo 

	Large debt 2nd notice letter
	Send Letter – LARGE 2nd 

	Unregulated courtesy reminder letter 
	Send Letter – UNREG REMIN

	Unregulated 2nd notice  letter
	Send Letter – UNREG 2nd 

	Deposit reminder
	Send Letter – DEPOS REMIN

	ToDo for deposit severely overdue
	Issue ToDo


Now you’re (almost) ready to set up your collection procedures.

Defining Cancellation Process Auto Cancellation Criteria

The topics in the section How Are Collection Processes Cancelled describe the two algorithms that play a part in the cancellation of a collection process.  It also describes when to use what type of algorithm.  Please read this section and then set up the appropriate cancellation criteria on your Debt Classes, and optionally, on your Collection Process Templates.

Setting Up Collection Procedures

In the previous section, Designing Your Collection Procedures, we presented a case study that illustrated a mythical organization’s collection procedures.  In this section, we’ll explain how to set up the control tables to implement these procedures:

Contents

Setting Up Collection Event Types
Setting Up Collection Process Templates
Setting Up Collection Classes
Setting Up Debt Classes
Setting Up Collection Class Controls
Setting Up Collection Event Types

Collection event types control what is done by a given collection event.  Open Admin Menu, Collection Event Type to define your collection event types.
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Collection Event Type

Description of page

Enter a unique Collection Event Type and Description for the collection event type.

Enter the Collection Event Type.  Permissible values are: Affect Credit Rating/Cash-Only, Cancel Budget, Generic Algorithm, Send Letter, Create ToDo Entry, Start Severance Process.  The following discussion describes the parameters that must be defined for each type of collection event.

The Affect Credit Rating/Cash-Only collection event type causes a credit rating demerit record to be linked to the account.  This record is constructed using the following Parameters:

· Use Credit Rating Points to define this event’s affect on the account’s credit rating.  This should be a negative number.  An account’s credit rating is equal to the start credit rating amount defined on the CIS installation record plus the sum of credit rating demerits that are currently in effect.  When an account’s credit rating is less than the credit rating threshold defined on the CIS installation record, the account’s credit rating is displayed as an alert on Control Central.

· Use Cash-Only Points to define this event’s affect on the account’s cash-only score.  This should be a positive number.  When an account’s cash-only score exceeds the cash-only threshold score defined on the CIS installation record, the account is flagged as cash-only during payment processing and on Control Central.

· Use Credit Rating Months to define the length of time the demerit remains in effect.  This information is used to define the effective period of the credit rating demerit record.

For more information, refer to Account – Credit Rating.

The Send Letter collection event type causes a customer contact to be generated that, in turn, generates a letter.  Enter the following Parameters for this type of event:

· Select the Contact Class used to categorize the customer contact.

· Use Contact Type to define the type of customer contact to create.  The type of customer contact controls the type of letter that is generated. 

Letter creation is triggered via a customer contact.  Your must set up a customer contact type for each type of letter you generate.  You specify the necessary customer contact type on the collection event.  Refer to Setting Up Letter Templates for more information.

The Cancel Budget collection event type cancel an account’s budget plan (if the account is on such a plan).  When a budget plan is cancelled, adjustments are issued to synchronize every service agreement’s current balance with its payoff balance and each applicable SA’s recurring charge amount (i.e., budget amount) is set to zero.

The Generic Algorithm collection event type causes the algorithm defined in the Collection Event Alg to be executed.  You use this type of algorithm when the standard types of collection events won’t do what you need done.  If you haven’t done so already, you must set up this algorithm in the system.  To do this:

· Create a new algorithm (refer to Setting Up Algorithms).

· On this algorithm, reference an Algorithm Type that determines the algorithm that will be called when events of this type of activated.  Refer to Setting Up Algorithm Types for how this type of algorithm operates.

The Create ToDo Entry collection event type causes a To Do entry to be issued.  A good example of where this is used is when the collection event requires that the customer be called on the phone.  Refer to The Big Picture of ToDo Entries for more information about ToDo entries (refer to the ToDo type TD-CEVT for the type of ToDo entry that’s created).

The Start Severance Process type will start a severance process for every service agreement linked to the collection process.  No parameters are needed for this type of event.

Enter a Long Description to fully describe the collection event type.

Where used

A Collection Process Template references one or more collection event types.  Refer to Setting Up Collection Process Templates for more information.

A Collection Event references a collection event type.  Refer to Setting Up Collection Event Types for more information.

Setting Up Collection Process Templates

Collection process templates define the collection events that will be executed when a collection criteria rule is violated.  Open Admin Menu, Collection Process Template to define your collection process templates.
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Collection Process Template

Description of page

Enter a unique Collection Process Template and Description for the collection process template.

Select a Cancel Criteria Algorithm if your organization allows individual service agreements to be “removed” from a collection process regardless of the debt associated with all service agreements in the debt class. In other words, if your cancel criteria is based on the debt associated with ALL service agreements in a debt class DO NOT SPECIFY THIS ALGORITHM.  If this algorithm is specified, it is executed by the collection process monitor when it detects that a credit has been applied to a service agreement linked to an active collection process.  This algorithm will indicate if the specific service agreement that has been credited no longer has debt that warrants a collection process.  Refer to How Are Collection Processes Cancelled for more information.  If you haven’t done so already, you must set up this algorithm in the system.  To do this, To do this, 

· Create a new algorithm (refer to Setting Up Algorithms).  On this algorithm, reference an Algorithm Type that “removes” a service agreement from a collection processes if the service agreement’s debt so warrants.  

· Note: the system comes supplied with a sample algorithm type that can be used as a base (see COLL CC CPSA).  Refer to Setting Up Algorithm Types for how this type of algorithm operates.

The Response grid contains an entry for every collection event that will be created when a collection process that references this template is created.  The following information must be defined for each event: 

Event Sequence
Sequence controls the order in which the collection event types appear under the collection process template.  The sequence number is system-assigned and cannot be changed.  If you have to insert a collection event type between two existing templates, you’ll have to remove the latter events, insert the new event, and then re-specify the removed events.

Collection Event Type Code
Specify the type of collection event to be generated.  

Days After Process Creation
Specify the number of days after the creation of the collection process that the related collection event will be triggered.  Refer to Calendar vs Work Days for a description of how this system uses this information to set the trigger date on the respective collection events.

For more information about collection event types, see Setting Up Collection Event Types.  For more information about trigger dates, see Collection Event Trigger Date.

Where used

A Collection Class Control references one or more collection process templates.  Refer to Setting Up Collection Class Controls for more information.

A Collection Process references a collection process template.  Refer to Collection Process – Main Information for more information.

Setting Up Collection Classes

Every account has a collection class.  This class is one of several fields that control the collection criteria applied to the account’s debt.  Open Admin Menu, Collection Class to define your collection classes.

For more information about collection classes, see Designing Your Collection Classes.
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Collection Class

Description of page

Enter a unique Collection Class code and Description for each collection class.

Where used

A Collection Class Control must reference a collection class.  Refer to Setting Up Collection Class Controls for more information.

An Account must reference a collection class.  Refer to Account – Main Information for more information.

A Customer Class references a default collection class.  When a new account is created, its collection class defaults from its customer class.  An account’s collection class may be changed to any value after it has been defaulted.  Refer to Setting Up Customer Classes for more information.

Setting Up Debt Classes

Every SA type has a debt class.  This class is one of several fields that control the collection criteria applied to the service agreement’s debt.  Open Admin Menu, Debt Class to define your debt classes.

For more information about debt classes, see Designing Your Debt Classes.
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Debt Class

Description of page

Enter a unique Debt Class, Short Description and Description for the debt class.

Turn on Eligible for Collection if service agreements belonging to this debt class have their debt monitored by the collection process.  This should only be turned off if this debt cannot be collected, e.g., write-off debt.

The grid that follows contains Algorithms that control important functions in the system.  You must define the following for each algorithm:

· Specify the System Event with which the algorithm is associated (see the table that follows for a description of all possible events).

· Specify the Sequence and Algorithm for each system event.  You can set the Sequence to 10 unless you have a System Event that has multiple Algorithms.  In this case, you need to tell the system the Sequence in which they should execute.

Warning!  These algorithms are typically significant system processes.  The absence of an algorithm may prevent the system from operating correctly.

You can define algorithms for the following System Events:

	System Event
	Optional / Required
	Description

	Debt Class Collection Process Cancellation
	Required if debt class is eligible for collection
	This algorithm is called when a credit (e.g., a payment) is applied to a service agreement in an active collection process.  It is called from the collection process monitor.  Refer to How Are Collection Processes Cancelled for more information.

If you haven’t done so already, you must set up this algorithm in the system.  To do this, create a new algorithm (refer to Setting Up Algorithms).  On this algorithm, reference an Algorithm Type that cancels a debt class’s collection processes if the customer’s debt so warrants.  The system comes supplied with a sample algorithm type that can be used as a base (see DC COLL CAN).  Refer to Setting Up Algorithm Types for how this type of algorithm operates.

	Debt Class Severance Process Cancellation
	Required if debt class is eligible for collection
	This algorithm is called when a credit (e.g., a payment) is applied to a service agreement in an active collection process.  Refer to How Are Severance Processes Cancelled for more information.
If you haven’t done so already, you must set up this algorithm in the system.  To do this, create a new algorithm (refer to Setting Up Algorithms).  On this algorithm, reference an Algorithm Type that cancels a debt class’s severance processes if the customer’s debt so warrants.  The system comes with a sample algorithm type called DC SEV CAN that should be used as a sample if you have to write a new algorithm type.  Refer to Setting Up Algorithm Types for how this type of algorithm operates.

	Pay Plan Override Arrears
	Required if you use Pay Plans
	This algorithm is called to temporarily override a customer’s arrears using a pay plan’s scheduled payments when the system looks at an account’s debt from a credit & collections perspective (i.e., the ADM calls this algorithm before it subjects a customer’s debt to the collection criteria, the from the ADM and when a pay plan is created).  It does not actually change any data, but overlays the current arrears with the pay plan scheduled payments.

This algorithm is called by the above algorithms when a pay plan is created in order to evaluate if the scheduled payments actually cover the arrears (if so, the collection / severance processes are cancelled).  It is also called periodically by the ADM in order to establish if the current state of the pay plan still covers the arrears.  Refer to How Pay Plans Affect The ADM.


Refer to Setting Up Algorithm Types for a list of algorithm types provided by the base package.

Where used

A Collection Class Control must reference a debt class.  Refer to Designing Collection Class Controls for more information.

An SA Type must reference a debt class.  Refer to SA Type – C&C for more information.

Setting Up Collection Class Controls

The topics in this section describe the windows on which you set up your collection class control information.

Warning!  The information in this page is what controls how the system analyzes your customer’s debt.  The flexibility of this control information provides you with almost unlimited options.  This is very powerful, but it requires careful analysis.  Refer to Designing Your Collection Procedures for more information.

Contents

Collection Class Control - Main Information
Collection Class Control - Debt Criteria
Collection Class Control - Main Information

The information on this transaction defines the conditions that will be checked by the Account Debt Monitor when it checks if an account has violated your debt criteria. 

Open Admin Menu, Collection Class Control to define this information.

For more information about collection class control, refer to Designing Collection Class Controls.
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Collection Class Control - Main

Description of page

Enter a unique Collection Class Control code and Description for the collection class control (CCC).

Enter the CIS Division to which the CCC’s criteria applies.

Enter the Collection Class to which the CCC’s criteria applies.

Enter the Debt Class to which the CCC’s criteria applies.

Enter the Currency Code in which the CCC’s criteria are denominated.

Use Long Description to further describe the CCC.

The information in the following grid is not intuitively obvious.  Refer to Designing Collection Class Controls and Designing Your Collection Class Control Overrides for more information.

The grid which follows contains the conditions that are checked by the Account Debt Monitor (ADM) to determine the type of criteria (defined on the next tab) that will be applied against an account’s debt.  In other words – the ADM will check each condition (from highest to lowest Priority).  The first condition that returns a value of true will cause the system to compare the account’s debt against the debt criteria defined on the next tab.

Multiple conditions may be defined if different conditions result in a different type of debt thresholds (or a different type of collection process).  The following fields are required for each condition: 

Collection Condition Priority
The priority controls the order in which the ADM checks if a collection condition applies (the lower the number, the higher the priority).  Higher priorities are checked before lower priorities.  

Note.  The values for this field are customizable using the Lookup table.  This field name is COLL_CAT_PRIO_FLG.

Condition Algorithm
Define the algorithm used to check if an account should be subject to the collection criteria defined on the next tab.  If the algorithm returns a value of true (i.e., the condition is met), the ADM will compare the account’s debt against the Debt Criteria (defined on the next tab) and start a collection process if the account has debt that violates these criteria.


You must have at least one collection condition, otherwise the system will not have criteria against which to compare the account’s debt.  This entry should have the lowest priority code and reference the “default” algorithm.  If you haven’t done so already, you must set up this algorithm in the system.  To do this, create a new algorithm (refer to Setting Up Algorithms).  On this algorithm, reference an Algorithm Type that references the “default” collection condition algorithm type (COLL COND DF). 


If you have other conditions that should be checked before the default condition, you must create an entry for each in this grid.  Each entry should have a priority consistent with your business requirements (and this priority should be higher than the default condition’s priority).  In addition, you should reference an algorithm that contains the conditions that will be checked to determine if the account should be subject to the debt criteria (defined on the next tab).  The system is supplied with many additional algorithm types.  In order to take advantage of them, you will need to create an algorithm (refer to Setting Up Algorithms).  On this algorithm, reference an Algorithm Type that references one of the collection condition algorithm types.

Where used

Collection class controls contain the data that controls the Account Debt Monitor.  Refer to How Does The Account Debt Monitor Work? for more information.

Collection Class Control - Debt Criteria

The information on this page defines the debt and age thresholds used by the Account Debt Monitor when it checks if an account has violated your acceptable levels of debt.  Open Admin Menu, Collection Class Control and use the Debt Criteria tab to define this information.

The information on this page is not intuitively obvious.  Refer to Designing Collection Class Controls and Designing Your Collection Class Control Overrides for more information.
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Collection Class Control – Debt Criteria

Description of page

The Debt Criteria scroll contains an entry for each collection criteria algorithm defined on the Main tab.  The following information appears

The Collection Condition Priority controls the order in which the Account Debt Monitor (ADM) checks if a collection condition applies.  Higher priorities are checked before lower priorities.  

The Condition Algorithm is called by the ADM to determine which collection criteria should be applied to the account’s debt.  If this algorithm returns a value of true (i.e., the condition is met), the ADM will compare the account’s debt against the Debt Criteria defined below.  If the account violates any criteria, a collection process will be started (using the respective Collection Process Template).

The grid that follows contains the debt age and amount of debt that must be violated by the account in order for the ADM to create a collection process template. The following fields should be defined: 

Arrears Priority
Priority controls the order in which the arrears criteria will be checked by the Account Debt Monitor (the lower the number, the higher the priority).  The first criteria, if any, that is met will cause a collection process to be created (using the Collection Process Template). 

Note.  The values for this field are customizable using the Lookup table.  This field name is CRIT_PRIO_FLG.  Be aware that this field is used for multiple tables: Collection Class Control, Severance Criteria, Write Off Control and Workflow Process Profiles.

Collection Process Template
If the Account Debt Monitor determines that the account’s debt violates that corresponding criteria, it creates a collection process using the specified collection process template.

Arrears Amount
When the Account Debt Monitor checks an account’s debt, it determines if the account has debt older than “> Number of Days” (the next field) AND the debt exceeds “> Arrears Amount”.  If so, a collection process is started.

Days
When the Account Debt Monitor checks an account’s debt, it determines if the account has debt older than Days AND the debt exceeds Arrears Amount.  If so, a collection process is started.

Where used

Collection class controls contains the data that controls the Account Debt Monitor.

Designing Your Severance Procedures

The following matrix will help you design your severance procedures.  When the matrix is complete, you’re ready to set up the severance process control tables.

Notice that the matrix has two dimensions: one is dependent on severance criteria algorithms; the other is dependent on the SA type of the service agreement being severed.  The number and type of SA types is dependent on how your organization sets up the SA type table (the SA types shown below are characteristic of those used by a simple utility).

	Severance Criteria Algorithm  (
SA Type (
	Default
	Customer On Life Support

	Electric Residential
	
	

	Electric Commercial
	
	

	Gas Residential
	
	

	Gas Commercial
	
	

	Charitable Contribution
	
	


Once you know the values of each dimension, you fill in each cell with its respective severance events.  We’ve completed the sample matrix with some characteristic events.

	Severance Criteria Algorithm  (
SA Type (
	Default
	Customer On Life Support

	Electric Residential
	Create a 48-hour warning field activity.

2 days after completion, create a disconnect service field activity.

Immediately after completion of the disconnect field activity, send a letter to the customer.

10 days after completion of disconnection, expire the service agreement.
	Create a ToDo entry asking a collection rep to call the customer.

5 days later, create a 72-hour warning field activity.  

2 days after completion, create a ToDo entry telling collection rep of impending life support cutoff.

3 days after completion of warning, create a disconnect service field activity AND generate a ToDo entry informing a collection agent of such.

Immediately after completion of the disconnect field activity, send a letter to the customer.

10 days after completion of disconnection expire the service agreement.

	Electric Commercial
	Create a 48-hour warning field activity.

2 days after completion, create a disconnect service field activity.

Immediately after completion of the disconnect field activity, send a letter to the customer.

10 days after completion of disconnection, expire the service agreement.
	N/A

	Gas Residential
	Create a 48-hour warning field activity.

2 days after completion, create a disconnect service field activity.

Immediately after completion of the disconnect field activity, send a letter to the customer.

10 days after completion of disconnection, expire the service agreement.
	Create a 48-hour warning field activity.

2 days after completion, create a disconnect service field activity.

Immediately after completion of the disconnect field activity, send a letter to the customer.

10 days after completion of disconnection, expire the service agreement.

	Gas Commercial
	Create a 48-hour warning field activity.

2 days after completion, create a disconnect service field activity.

Immediately after completion of the disconnect field activity, send a letter to the customer.

10 days after completion of disconnection, expire the service agreement.
	N/A

	Charitable Contribution
	Expire service agreement
	Expire service agreement


Once the matrix is complete, you determine the severance process templates needed to implement your severance procedures.  The following table shows the severance process templates referenced in the previous section’s matrix.  Adjacent to each process are its events and an indication of when they are triggered.

	Severance Process Template
	Event Number
	Severance Event

Template


	Dependent On Event(s)
	Trigger Date Set To X Days After Completion Of Dependent Events

	Utility severance - default
	10
	Field activity - 48 hour disconnect for non-payment warning
	N/A – first event
	0

	
	20
	Field activity – disconnect for non-payment
	10
	2

	
	30
	'Service has been disconnected' letter
	20
	0

	
	40
	Expire service agreement
	20
	10

	Electric life support residential severance 
	10
	Generate delinquent life support customer ToDo entry
	N/A – first event
	0

	
	20
	Field activity - 72 hour disconnect for non-payment warning
	10
	5

	
	30
	Generate impending life support cutoff ToDo entry to C&C rep
	20
	2

	
	40
	Field activity – cut for non-payment
	20
	3

	
	50
	Service has been disconnected letter
	40
	0

	
	60
	Expire service agreement
	40
	10

	Just expire severance
	10
	Expire service agreement
	N/A – first event
	


If we extract each unique severance event type from the above table, we end up with the following:

	Severance Event

Template
	Event 

Type

	48-hour warning
	Generate Field Activity – Disconnect Warning

	72-hour warning
	Generate Field Activity – Disconnect Warning

	Disconnect for non payment
	Generate Field Activity – Cut For Non-Payment

	Delinquent life support customer
	Create ToDo Entry – C&C Rep Role

	Impending life support cutoff
	Create ToDo Entry – C&C Rep Role

	Service has been disconnected letter
	Send Letter – Customer Contact Type is Disconnect Letter

	Expire service agreement
	Expire Service Agreement


Warning!  The field activity types are NOT specified directly on the severance event type.  Why?  Because each service point linked to the service agreement being severed could necessitate a different type of field activity.  Therefore, the system uses the type of service point, its state (e.g., connected, meter is off.) and the desired customer event (e.g., Disconnect Warning, Cut For Non-Payment) to determine which field activity type(s) to generate.  Refer to Setting Up Field Activity Type Profiles for how to set up the specific disconnect field activity types for your various types of service points.

Now you’re (almost) ready to set up your severance procedures.

Defining Severance Process Auto Cancellation Criteria 

The topics in the section How Are Severance Processes Cancelled describe the two algorithms that play a part in the cancellation of a collection process.  It also describes when to use what type of algorithm.  Please read this section and then set up the appropriate cancellation criteria on your Debt Classes, and optionally, on your Severance Process Templates.

Designing Your Reconnection Procedures

If a customer pays for a service agreement after the service has been cut for non-payment AND BEFORE THE SA HAS BEEN EXPIRED, they need to be reconnected.  Counter-intuitively, you must set up a severance process to initiate the field activities to reconnect service. 

Why do you use a severance process to reconnect service?  Because a severance process is nothing more than a series of events that take place one after another.  Some of the events create field activities, others send letters, others create ToDo entries. So, why not use a severance process?  You just have to send different letters and perform different field activities.

Warning!  The system will automatically create a reconnection process if a severance process is cancelled as a result of a payment (or other credits).  Please note that this will only happen if you plug-in the appropriate post cancellation algorithm on you severance process templates.  Refer to What Happens When A Severance Process Is Cancelled? for more information.

While you don’t define the reconnect procedures for an SA type, we recommend you think about the reconnection steps for each of your SA types that can be disconnected for nonpayment.  We’ve completed the sample matrix with some characteristic events.

	SA Type
	Steps

	Electric Residential
	Create a reconnect service field activity.

Immediately after completion of the reconnect, send a letter to the customer.

	Electric Commercial
	Create a reconnect service field activity.

Immediately after completion of the reconnect, send a letter to the customer.

	Gas Residential
	Create a reconnect service field activity.

Immediately after completion of the reconnect, send a letter to the customer.

	Gas Commercial
	Create a reconnect service field activity.

Immediately after completion of the reconnect, send a letter to the customer.


Once the matrix is complete, you determine the severance process templates needed to implement your reconnection procedures. Notice each SA type has the same reconnection steps.  This means you just need one severance process. The following table shows this severance process template and its events.

	Severance Process Template
	Event Number


	Severance Event

Template


	Dependent On Event(s)
	Trigger Date Set To X Days After Completion Of Dependent Events

	Reconnect
	10
	Field activity – reconnect service
	N/A – first event
	0

	
	20
	Service has been reconnected letter
	10
	0


If we extract each unique severance event type from the above table, we end up with the following:

	Severance Event

Template
	Event 

Type

	Reconnect 
	Generate Field Activity – Reconnect

	Service has been reconnected letter
	Send Letter


Warning!  The field activity types are NOT specified directly on the severance event type.  Why?  Because each service point linked to the service agreement being severed could necessitate a different type of field activity.  Therefore, the system uses the type of service point, its state (e.g., connected, meter is off.) and the desired customer event (e.g., Disconnect Warning, Cut For Non-Payment) to determine which field activity type(s) to generate.  Refer to Setting Up Field Activity Type Profiles for how to set up the specific disconnect field activity types for your various types of service points.

Important!  If you want the system to automatically create a reconnection process if a customers pays after they have been cut, you must specify the appropriate post cancellation algorithm on your severance process templates.

And now you’re ready to set up your severance (and reconnection) procedures.

Setting Up Severance Procedures

In the previous section, Designing Your Severance Procedures, we presented a case study that illustrated a mythical organization’s severance procedures.  In this section, we’ll explain how to set up the control tables to implement these procedures:

Contents

Setting Up Severance Event Types
Setting Up Severance Process Templates
Setting Up Severance Event Types

Severance event types control what is done by a given severance event.  Open Admin Menu, Severance Event Type to define your severance event types.

For more information refer to Designing Your Severance Procedures.
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Severance Event Type

Description of page

Enter a unique Severance Event Type code and Description for the severance event type.

Enter the Severance Event Type.  Permissible values are: Affect Credit Rating/Cash-Only, Send Letter, Generic Algorithm, Create ToDo Entry, Create Field Activities, Expire Service Agreement. The following discussion describes the parameters that must be defined for each type of severance event.

The Affect Credit Rating/Cash-Only collection event type causes a credit rating demerit record to be linked to the account.  This record is constructed using the following Parameters:

· Use Credit Rating Points to define this event’s affect on the account’s credit rating.  This should be a negative number.  A customer’s credit rating is equal to the start credit rating amount defined on the CIS installation record plus the sum of credit rating demerits that are currently in effect.  When an account’s credit rating is less than the credit rating threshold defined on the CIS installation record, the account’s credit rating is displayed as an alert on Control Central.

· Use Cash-Only Points to define this event’s affect on the account’s cash-only score.  This should be a positive number.  When an account’s cash-only score exceeds the cash-only threshold score defined on the CIS installation record, the account is flagged as cash-only during payment processing and on Control Central.

· Use Credit Rating Months to define the length of time the demerit remains in affect.  This information is used to define the effective period of the credit rating demerit record.

The Send Letter severance event type causes a customer contact to be generated that, in turn, generates a letter.  Enter the following Parameters for this type of event:

· Select the Contact Class used to categorize the customer contact.

· Use Contact Type to define the type of customer contact to create.  The type of customer contact controls the type of letter that is generated. 

The Generic Algorithm severance event type causes the algorithm defined in the Sev. Event Algorithm to be executed.  You use this type of algorithm when the standard types of severance events won’t do what you need done. 

The Create ToDo Entry severance event type causes a ToDo entry to be created. Refer to The Big Picture of ToDo Entries for more information about ToDo entries (refer to the ToDo type TD-SEVT for the type of ToDo entry that’s created). 

The Generate Field Activities severance event type causes one or more field activities to be generated.  Enter the following Parameters for this type of event:

· Select the Customer Event associated with the field activity.  Valid values are: Cut For Non-Payment (CNP), Disconnect Warning (Disc Warn), Reconnect for Payment (Reconn), Start Service (Start), Start/Stop Service (Start/Stop), Stop Service (Stop), Reread (Reread).  

· The system uses the Customer Event to select the appropriate field activity type(s) from the field activity type profile associated with the service points linked to the service agreement.

Warning!  The field activity types are NOT specified directly on the severance event type.  Why?  Because each service point linked to the service agreement being severed could necessitate a different type of field activity.  Therefore, the system uses the type of service point, its state (e.g., connected, meter off) and the desired customer event (e.g., Disconnect Warning, Cut For Non-Payment) to determine which field activity type(s) to generate.  Refer to Setting Up Field Activity Type Profiles for how to set up the specific disconnect field activity types for your various types of service points.

The Expires Service Agreement severance event type causes the service agreement to be stopped (i.e., the stop date is populated).  There are no parameters for this type of event.

Enter a Long Description to fully describe the severance event type.

Where used

A Severance Process Template references one or more severance event types.  Refer to Setting Up Severance Process Templates for more information.

A Severance Event references a severance event type.  Refer to Severance Process – Severance Events for more information.

Setting Up Severance Process Templates

Severance process templates define the severance events that will be executed when a service agreement is severed.  Open Admin Menu, Severance Process Template to define your severance process templates.
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Severance Process Template

Description of page

Enter a unique Severance Process Template and Description for the severance process template.

If severance processes of this type should be automatically canceled when the customer pays the collection amount on the severance, turn on Auto Cancel.  This switch would typically only be turned off for severance processes used to reconnect a cut service because you don’t want such a reconnection process to be canceled when a payment is made.  Refer to Designing Your Reconnection Procedures for more information.  

In addition to turning on the Auto Cancel switch, specify a Cancel Criteria Algorithm if your organization allows a severance process to be cancelled regardless of the debt associated with all service agreements in the debt class.  In other words, if your cancel criteria is based on the debt associated with ALL service agreements in a debt class DO NOT SPECIFY THIS ALGORITHM.  

If the Cancel Criteria Algorithm is specified, it is executed when a credit is posted to the service agreement associated with a severance process.  This algorithm will indicate if the service agreement no longer has debt that warrants a severance process.  Refer to How Are Severance Processes Cancelled for more information.  If you haven’t done so already, you must set up this algorithm in the system.  To do this, 

· Create a new algorithm (refer to Setting Up Algorithms).  On this algorithm, reference an Algorithm Type that cancels a severance process if the service agreement’s debt so warrants.  

· Note: the system comes supplied with a sample algorithm type that can be used as a base (see COLL CC CPSA).  Refer to Setting Up Algorithm Types for how this type of algorithm operates.

If you wish to perform any special processes after a severance process is canceled, specify a Post Cancel Algorithm.  This can be used to start a reconnection in case the severance process was canceled too late to stop the disconnection.  If you haven’t done so already, you must set up this algorithm in the system.  To do this, 

· Create a new algorithm (refer to Setting Up Algorithms).  On this algorithm, reference an Algorithm Type that cancels a severance process if the service agreement’s debt so warrants.  

· Note: the system comes supplied with a sample algorithm type that can be used as a base (see SEV POST CAN).  Refer to Setting Up Algorithm Types for how this type of algorithm operates.

When a service agreement is to be severed due to non-payment, the system creates a severance process and links to it one or more severance events based on the Event Types entered here.  The information in the scroll defines these events and the date on which they will be triggered.  The following fields are required for each event: 

Event Sequence
Sequence controls the order in which the severance event types appear under the severance process template.  The sequence number is system-assigned and cannot be changed.  If you have to insert a severance event type between two existing templates, you’ll have to remove the latter events, insert the new event, and then re-specify the removed events.

Severance Event Type
Specify the type of severance event to be generated.  

Dependent On Other Events
Turn this indicator on if the trigger date of the event can only be determined after earlier events are complete.  For example, you would turn this switch on for the event that initiates the field activity to disconnect service.  Why?  Because you only want to disconnect service after the preceding event that warned the client of impending disconnection is complete. 

Days After Prev Response
Specify the number of days after the completion / cancellation of the dependent events on which the severance event will be triggered.  If this event is not dependent on the completion of other events, this field contains the number of days after the creation of the severance process that the related severance event will be triggered.  Refer to Severance Event Dependencies and Trigger Date and Calendar vs Work Days for a description of how the system uses this information to set the trigger date on the respective severance events.

When the Dependent On Other Events switch is on, use the grid to define the events on which this event is dependent.  If multiple events are specified in the grid, all such events must be completed or cancelled before the event will be triggered.

Sequence
Sequence is system-assigned and cannot be specified or changed.  

Dependent On Sequence
Specify the sequence number of the severance event on which the above severance event depends. 

For more information about severance event types, see Setting Up Severance Event Types.  For more information about trigger dates, see Severance Event Dependencies & Trigger Date.

Where used

A SA Type references one or more severance process templates.  Refer to SA Type – Severance Criteria for more information.

A Severance Process references a severance process template.  Refer to Severance Process – Main Information for more information.

Designing Your Write-Off Procedures

The design of your write-off procedures is relatively straightforward.  Simply follow the instructions in the following topics.

Contents

Designing Your Write-Off Debt Classes
Designing Write-Off Controls
Designing Write Off Process Templates & Write Off Event Types
Designing Your Write-Off Debt Classes

Multiple write-off debt classes are needed when you have different write-off procedures for different types of service agreements.  If all service agreement debt is written-off the same way, then you’ll have just one write-off debt class (call it Generic).  However, if you’re like many organizations, you will have multiple write-off debt classes.  The following points will help you understand why:

· If you bill for 3rd parties, you probably have different write-off debt classes for the 3rd party service agreements.  Why?  Because you probably treat 3rd party uncollectable debt differently from your own debt.

· You will need a separate write-off debt class for service agreements whose debt cannot be written off.  Why?  Because there is a switch on the write-off debt class control table which controls if service agreements in the write-off debt class are eligible for write-off processing.  Given that you will have some service agreements that hold debt that aren’t eligible for write-off processing (e.g., the service agreements that hold write-off debt), you will need at least one other write-off debt class.

· If you use the system to calculate charges for your organization’s company usage, you’ll need another write-off debt class (we refer to it as the “N/A” write-off debt class below).  Why?  Because all service agreements must have a write-off debt class, even those that will never have debt.  

	Account’s Collection Class

SA’s Write-Off Debt Class
	
	

	Normal W/O
	
	

	N/A
	
	


Designing Write-Off Controls

Set up a matrix using the collection classes you designed when you were designing your collection procedures (Designing Your Collection Procedures).  

	Account’s Collection Class

SA’s Write-Off Debt Class
	Residential
	Commercial/Industrial

	Normal Write Off
	
	

	N/A
	
	


Each cell should have a “write-off control” that defines what to do when the system detects finaled debt that hasn’t been paid.  This is true even of the “N/A” write-off debt class.  Why?  Because you may want the system to write-down these stopped SA’s when they have a small balance.  For example, if you have a write-off service agreement that subsequently receives a partial payment that leaves a small amount owing, you probably want the system to generate a write-down adjustment (so that the write-off service agreement will close).  We’ll initially fill in the matrix for the “N/A’ write-off debt class.

	Account’s Collection Class

SA’s Write-Off Debt Class
	Residential
	Commercial/Industrial

	Normal Write Off
	
	

	N/A
	Attempt to reduce the SA’s balance to zero using the following methods:

Synchronize current balance with payoff balance.

If the debt is < $10 and > $-1, write down the debt using a write-down adjustment.
	Attempt to reduce the SA’s balance to zero using the following methods:

Synchronize current balance with payoff balance.

If the debt is < $10 and > $-1, write down the debt using a write-down adjustment.


Note.  If the Write Off Monitor encounters debt associated with a non-defined collection class and write-off debt class, it will issue an error.

For each cell that isn’t designated as N/A, you need to answer the following questions:

· Are you allowed to transfer debt to other non-closed service agreements linked to the account?  If so, you need to define the algorithm used to do such.  Refer to Setting Up Write-off Control for more information about this algorithm.

· Are you allowed to write-down small amounts of debt (or small credits)?  If so, you need to define the algorithm used to do such.  Refer to Setting Up Write-off Control for more information about this algorithm.

· Should you refund credit balances with a check?  If so, you need to define the algorithm to do such.  Refer to Setting Up Write-off Control for more information about this algorithm.

· If debt remains after doing the above, how do you write it off (e.g., do you first refer the debt to a collection agency and only write it off after waiting 30 days)?

We’ll fill in the above matrix with our assumptions:

	Account’s Collection Class

SA’s Write-Off Debt Class
	Residential
	Commercial/Industrial

	Normal Write-Off
	Attempt to reduce the SA’s balance to zero using the following methods:

Attempt to transfer debt to another active service agreement linked to the account.

If the debt is < $10 and > $-1, write down the debt using a write-down adjustment.

If the debt is <= $-1, create an A/P adjustment to refund the credit to the customer.

If debt remains:

Highest priority: If customer has a non-cash deposit, create the non-cash deposit write-off process.

Otherwise, create the default write-off process for residential  debt.
	Attempt to reduce the SA’s balance to zero using the following methods:

Attempt to transfer debt to another active service agreement linked to the account.

If the debt / credit is < $10 and > $-10, write down the debt using a write-down adjustment.

If the debt / credit is <= $-10, create an A/P adjustment to refund the credit to the customer.

If debt remains:

Highest priority: If customer has a non-cash deposit, create the non-cash deposit write-off process.

Otherwise, create the default write-off process for commercial debt.

	N/A
	N/A 
	N/A


We can now use the information in the above matrix to design the necessary Write Off Process Templates and Write Off Event Types.

Designing Write Off Process Templates & Write Off Event Types

The following table shows the write-off process templates referenced in the previous section’s matrix.  Adjacent to each process are its events and an indication of when they are triggered.

	Write Off Process Template
	Write Off Event
Type
	Triggered X Days From Start Of Write Off Process

	Residential
	Refer to collection agency
	0

	
	Letter notifying customer of referral
	0

	
	Cancel collection agency referral
	60

	
	Write off
	60

	Non-Cash Deposit Exists
	Worklist for non-cash deposit redemption
	0

	
	Worklist to highlight unpaid SA(s) still exist (and they will be reconsidered for write-off processing)
	10

	Commercial
	Refer to collection agency
	0

	
	Letter notifying customer of referral
	0

	
	ToDo to check up on collection agency’s efforts
	30

	
	Cancel collection agency referral
	60

	
	Write off
	60


If we extract each unique event type from the above table, we end up with the following:

	Write Off Event
Type
	Event 
Type

	Notification of write-off referral
	Send letter – Debt referred to a collection agency

	Refer to collection agency
	Refer to collection agency

	Cancel collection agency referral
	Cancel collection agency referral

	Write off
	Write off

	ToDo for non-cash deposit redemption
	Generate ToDo – Redeem non-cash deposit

	ToDo to highlight unpaid SA(s) still exist 
	Generate ToDo – SA(s) linked to a non-cash deposit remain unpaid (and will be reconsidered for write-off processing)

	ToDo to check up on collection agency’s efforts
	Generate ToDo – Check up on collection agency’s efforts


And now you’re ready to set up your write-off procedures.

Setting Up Write-Off Procedures

In the previous section, Designing Your Write-Off Procedures, we presented a case study that illustrated a mythical organization’s write off procedures.  In this section, we’ll explain how to set up the control tables to implement these procedures:

Contents

Setting Up Write Off Debt Classes
Setting Up Write Off Event Types
Setting Up Write Off Process Templates
Setting Up Write Off Control
Setting Up Collection Agencies
Setting Up Write Off Debt Classes

Every SA type has a write-off debt class.  This class is one of several fields that control the write off criteria applied to the service agreement’s debt.  Select Admin Menu, Write Off Debt Class to define your debt classes.

For more information about debt classes, see Designing Your Write-Off Debt Classes.
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 Write Off Debt Class

Panel controls

To modify a write-off debt class, simply move to a field and change its value.  To add a new write-off debt class, press + to insert a row, then fill in the information for each field.  The following fields display: 

Write Off Debt Class
The unique identifier of the write off debt class.

Eligible for Write-Off
Indicates if service agreements belonging to this write off debt class are eligible for write-off processing.  This should only be turned off if this debt cannot be written off, e.g., write off debt.

Short Description
The short description of the write off debt class.

Description
The description of the write off debt class.

Where used

A Write Off Control must reference a write-off debt class.  Refer to Designing Write-Off Controls for more information.

A SA Type must reference a write-off debt class.  Refer to SA Type – Main Information for more information.

Setting Up Write Off Event Types 

Write-off event types control what is done by a given write-off event.  Select Admin Menu, Write-off event type to define your write-off event types.
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 Write-Off Event Type

Panel controls

Enter a unique Write Off Event Type Code and Description for the write-off event type.

Enter the Write Off Event Type.  Permissible values are: Affect Credit Rating/Cash-Only, Cancel Agency Referral, Generic Algorithm, Refer to Agency, Send Letter, Create ToDo Entry, Write Off using Distrib Code, Write Off using SA Type.  The following discussion describes the parameters that must be defined for each type of write-off event.

The Affect Credit Rating/Cash-Only write-off event type causes a credit rating demerit record to be linked to the account.  This record is constructed using the following Parameters:

· Use Affect Credit Rating By to define this event’s affect on the account’s credit rating.  This should be a negative number.  An account’s credit rating is equal to the start credit rating amount defined on the CIS installation record plus the sum of credit rating demerits that are currently in effect.  When an account’s credit rating is less than the credit rating threshold defined on the CIS installation record, the account’s credit rating is displayed as an alert on Control Central.

· Use Affect Cash-Only Score By to define this event’s affect on the account’s cash-only score.  This should be a positive number.  When an account’s cash-only score exceeds the cash-only threshold score defined on the CIS installation record, the account is flagged as cash-only during payment processing and on Control Central.

· Use Months Affecting Credit Rating to define the length of time the demerit remains in affect.  This information is used to define the effective period of the credit rating demerit record.

For more information, refer to Account – Credit Rating.

The Cancel Agency Referral event type will cancel previous collection agency referrals.  No parameters are needed for this type of event.

The Generic Algorithm write-off event type causes the algorithm defined in the Generic Algorithm to be executed.  You use this type of algorithm when the standard types of write off events won’t do what you need done.  If you haven’t done so already, you must set up this algorithm in the system.  To do this:

· Create a new algorithm (refer to Setting Up Algorithms).

· On this algorithm, reference an Algorithm Type that determines the algorithm that will be called when event’s of this type are activated.  Refer to Setting Up Algorithm Types for how this type of algorithm operates.

The Refer to Agency event type will refer the debt associated with the process’ SA’s to a collection agency.  You must supply the Agency Selection Algorithm that is used to determine the collection agency associated with the referral.  If you haven’t done so already, you must set up this algorithm in the system.  To do this:

· Create a new algorithm (refer to Setting Up Algorithms).

· On this algorithm, reference an Algorithm Type that determines the collection agency to which bad debt should be referred.  The system comes supplied with a sample algorithm type called AGYREF EQUAL that should be used as a sample if you have to write a new algorithm type.  Refer to Setting Up Algorithm Types for how this type of algorithm operates.

Letters.  Your must set up a customer contact type for each type of letter you generate.  You specify the necessary customer contact type on the write off event type.  Refer to Setting Up Letter Templates for more information.

The Send Letter write-off event type causes a customer contact to be generated that, in turn, generates a letter.  Enter the following parameters for this type of event:

· Select the Contact Class used to categorize the customer contact.

· Use Contact Type to define the type of customer contact to create.  The type of customer contact controls the type of letter that is generated. 

The Create ToDo Entry write-off event type causes a ToDo entry to be issued.  Refer to The Big Picture of ToDo Entries for more information about ToDo entries (refer to the ToDo type TD-WOEVT for the type of ToDo entry that’s created).  

The Write Off using Distrib Code event type causes bad debt to be written off in accordance with the distribution codes associated with the financial transactions that caused the debt in the first place.  Use this method if, for example, you want to write-off revenue differently than you write-off liabilities.  When this type of event is activated, the system accumulates the distribution codes from GL details associated with recent financial transactions linked to each write-off service agreement.  When the system has accumulated enough distribution codes (i.e., where the amount associated with the distribution code equals or exceeds the amount to write off), the debt will be transferred to a new or existing write-off service agreements.  The type of service agreements to which the debt is transferred is defined on the distribution codes.  Refer to Setting Up Distribution Codes for more information.  

The Write Off using SA Type event type causes all debt associated with the process’ SA’s to be transferred to a write-off service agreement linked to the account.  Enter the following Parameters for this type of event:

· CIS Division / SA Type is the type of write-off service agreement to which the debt will be transferred.  Note well, 

· The system will reuse an existing service agreement if an active SA of this type is already linked to the account; otherwise the system will create a new service agreement of this type.  

· The adjustment type used to set the offending service agreement’s current balance equal to its payoff balance is defined on the write-offable SA Type.  Refer to SA Type – Main Information for more information.

· The adjustment type used to transfer the delinquent debt to the write-off service agreement is defined on the write off SA type.  Refer to SA Type – Detail for more information.  

Enter a Comment to fully describe the write-off event type.

Where used

A Write-off Process Template references one or more write-off event types.  Refer to Setting Up Write Off Process Templates for more information.

A Write-off Event references a write-off event type.  Refer to Write-off Process – Events for more information.

Setting Up Write Off Process Templates

Write-off process templates define the write-off events that will be executed when a write-off criteria rule is violated.  Select Admin Menu, Write-off Process Template to define your write-off process templates.
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 Write-off Process Templates

Panel controls

Enter a unique Write Off Process Template code and Description for the write-off process template.

The rows in the following grid define the events that will be created when a write off process is created using this template. To modify an event in the template, simply move to a field and change its value.  To add a new event, press + to insert a row, then fill in the information for each field.  The following fields display: 

Event Sequence
Sequence controls the order in which the write-off event is executed.  The sequence number is system assigned and cannot be changed.  If you need to insert a write-off event between two existing events, you must remove the latter events, insert the new event, and then re-enter the removed events.

Write-off Event Type Code
Specify the type of write-off event to be generated.  The event type’s description is displayed adjacent.

Days After Process Creation
Specify the number of days after the creation of the write-off process that the related write-off event will be triggered.  Refer to Calendar vs Work Days for a description of how this system uses this information to set the trigger date on the respective write-off events.

For more information about write-off event types, see Setting Up Write Off Event Types.  For more information about trigger dates, see Write-off Event Trigger Date.

Where used

A Write-off Control references one or more write-off process templates.  Refer to Setting Up Write-off Control for more information.

A Write-off Process references a write-off process template.  Refer to Write-off Process – Main Information for more information.

Setting Up Write Off Control

Write-off controls define how the system handles finaled, unpaid debt belonging to a given collection class and write off debt class.  

Contents

Write Off Control - Main
Write Off Control - Criteria
Write Off Control - Main

Select Admin Menu, Write Off Control, Main to define basic information about a write-off control.  After entering basic information, navigate to the Criteria tab to define the type of write-off process to start when given criteria are met.

For more information about write-off control, refer to Designing Write-Off Controls.
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Write-off Controls - Main

Panel controls

Enter a Write Off Control code and Description for the write-off control (WOC).

Enter the Collection Class to which the WOC applies.

Enter the Write Off Debt Class to which the WOC applies.

Enter general Comments to further describe the WOC.

Define the Synch All Algorithm used by the system to generate adjustments that cause current balance to equal payoff balance on the service agreements to be written off.  This type of algorithm is typically issued before you actually start a write-off process as current balance is meaningless at write-off time (the customer owes you the payoff balance).  If you haven’t done so already, you must set up this algorithm in the system.  To do this:

· Create a new algorithm (refer to Setting Up Algorithms).

· On this algorithm, reference an Algorithm Type that synchronizes current and payoff balances.  The system comes supplied with a sample algorithm type called WO SYNCH that should be used as a sample if you have to write a new algorithm type.  Refer to Setting Up Algorithm Types for how this type of algorithm operates.

Define the Debt Transfer Algorithm used by the system when it attempts to transfer the unpaid debt to another active service agreement linked to the stopped SA’s account.  If you haven’t done so already, you must set up this algorithm in the system.  To do this:

· Create a new algorithm (refer to Setting Up Algorithms).

· On this algorithm, reference an Algorithm Type that transfers unpaid balances.  The system comes supplied with a sample algorithm type called WO TRANSFER that should be used as a sample if you have to write a new algorithm type.  Refer to Setting Up Algorithm Types for how this type of algorithm operates.

Define the Write Down Algorithm used by the system when it attempts to write-down small debt and/or credit balances.  If you haven’t done so already, you must set up this algorithm in the system.  To do this:

· Create a new algorithm (refer to Setting Up Algorithms).

· On this algorithm, reference an Algorithm Type that writes down small amounts.  The system comes supplied with a sample algorithm type called WO WRITEDOWN that should be used as a sample if you have to write a new algorithm type.  Refer to Setting Up Algorithm Types for how this type of algorithm operates.

Define the Credit Refund Algorithm used by the system when it refunds a credit balance to a customer.  If you haven’t done so already, you must set up this algorithm in the system.  To do this:

· Create a new algorithm (refer to Setting Up Algorithms).

· On this algorithm, reference an Algorithm Type that refunds credit balances.  The system comes supplied with a sample algorithm type called WO A/P ADJ that should be used as a sample if you have to write a new algorithm type.  Refer to Setting Up Algorithm Types for how this type of algorithm operates.

Write Off Control - Criteria

Select Admin Menu, Write Off Control, Criteria to define the type of write-off process to start when given criteria are met.

The following information is not intuitively obvious.  Refer to Designing Write-Off Controls for more information.
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Write-off Controls - Criteria

Panel controls

The information in the grid defines the write-off process to be executed for debt belonging to the previously defined collection class and write off debt class.  The type of write-off process may differ depending on some condition.  For example, you may have a different write-off process if the customer has a non-cash deposit. You must have at least one entry in this collection otherwise the system will not start a write-off process.  This entry should have the lowest priority code and should reference a Write Off Criteria Algorithm that references the WO CRIT DFLT the algorithm type.

To modify write-off criteria, simply move to a field and change its value. To add new criteria, press the + button to insert a row, then fill in the information for each field.  The following fields display: 

Priority
Priority controls the order in which the criteria will be checked by the Write Off Monitor (higher priorities are checked before lower priorities).  The first criteria algorithm that is met (i.e., returns a value of True) will cause the associated write-off process to be initiated. 

Note.  The values for this field are customizable using the Lookup table.  This field name is CRIT_PRIO_FLG.  Be aware that this field is used for multiple tables: Collection Class Control, Severance Criteria, Write Off Control and Workflow Process Profiles.

Write Off Criteria Algorithm
The Write Off Monitor checks if the condition defined by the W/O Condition Algorithm applies to the account whose debt is being analyzed.  If a condition is met, a write-off process is created using the associated write-off process template.

 If you haven’t done so already, you must set up this algorithm in the system.  To do this:

· Create a new algorithm (refer to Setting Up Algorithms).

· On this algorithm, reference an Algorithm Type that determines if a customer’s bad debt should be processed using the associated Write Off Process Template.  The system comes supplied with a sample algorithm type called WO CRIT DFLT that should be used as a sample if you have to write a new algorithm type.  Refer to Setting Up Algorithm Types for how this type of algorithm operates.

Important!  You must have at least one entry in this grid otherwise the system will not start a write-off process.  This entry should have the lowest priority code and should reference a W/O Criteria Algorithm that references the WO CRIT DFLT the algorithm type.

Write Off Process Template
If the Write Off Monitor determines the condition defined by the w/o condition algorithm applies, a write-off process is created using the associated write-off process template.

Where used

Write-off controls contain the data that controls the Write Off Monitor.  Refer to How Does The Write-Off Monitor Work? for more information.

Setting Up Collection Agencies

You must set up a collection agency for each such organization to which you refer delinquent debt.  To define a collection agency, select Admin Menu, Collection Agency.
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 Collection Agency

Panel controls

Enter an easily recognizable Collection Agency code and Description for each collection agency.

A collection agency must be associated with a Person.  Choose the Person Id of the organization from the prompt.  

Information about how to set up persons is discussed in Maintaining Persons.

Turn on the Active switch if the collection agency is actively receiving referrals.

Specify the Batch Process that’s used to route new and cancelled referrals to the collection agency.  The batch process’ description is displayed adjacent.

Where used

Collection agencies get assigned to collection agency referrals when the collection agency referral background process executes.  Refer to How Do Collection Agency Referrals Work? for more information.

How To

The contents of this section describe how to set up various credit and collections scenarios.

How To Nominate A Single Service To Sever (Rather Than Sever Everything That’s In Arrears)

Some organizations that offer multiple services do not sever all services when the customer falls into arrears.  Rather, they nominate a single service agreement to sever in the hopes that the lack of service will cause the customer to remit payment.  The following diagram illustrates the control tables values required to implement this type of requirement.
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Sev. Event 3
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then:
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This is odd, it exists to force the ADM to ignore

all service agreements in a debt class when one

of the SA's in the debt class is being severed.

Notice that the age / amount in the criteria is so

large that it could never be violated (which

means that it should never be violated)


The following important concepts are illustrated above:

· The collection process’s last event does NOT sever all services.  Rather, it calls an algorithm that selects a single service to sever.  A base package algorithm allows you to define the primary service to sever and a secondary service to sever (if the customer does not have the primary service).  If you sold electricity and gas, you would probably define the primary service as electricity and the secondary as gas (because electricity is easier to cutoff than gas).

· The severance process that is started for the primary service cuts service.  If the customer doesn’t remit what is owed, the second severance event calls an algorithm that severs all other service agreements in the debt class. 

· Because you are nominating a single service to sever, you must set up a special value in collection class control to force the ADM to ignore all service agreements in a debt class when one of the SA's in the debt class is being severed.  Notice that the age / amount in the criteria is so large that it could never be violated.  

· In addition, because the entire debt class must no longer be in arrears to stop the collection and severance processes, you must plug-in the appropriate collection process and severance process cancellation criteria on the debt class.  Refer to How Are Collection Processes Cancelled and How Are Severance Processes Cancelled for more information about how these algorithms are used.  Also note, you do not need service agreement cancellation criteria defined on your collection process templates and severance process templates (because cancellation is controlled at the debt class level).
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