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1. PURPOSE 

To establish a standardized process for monitoring, communicating, and resolving overdue 

Accounts Receivable (AR) to ensure timely collection, proper escalation, and coordinated actions across 

all departments. 

2. SCOPE 

This SOP applies to the Finance Department, Sales Team, Operations, PBC, and Leadership Team 

handling client accounts with outstanding receivables. 

3. DEFINITIONS 

●​ Aging of AR: Number of days the receivable remains unpaid. 

●​ Color Codes: Indicators used for escalation level based on number of overdue days. 

4. PROCEDURES 

4.1 AR Monitoring 

4.1.1 finance head monitors and updates the aging of AR based on: 

4.1.1.1 Xero System records 

4.1.1.2 Countering reports provided by the Collection Officer 

4.1.2 Create a separate column current (returned invoice) and current good invoices 

with no issue to filter which invoices are tagged as current but problematic that needs to 

be resolved. 
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4.1.3 Once billing is transmitted to the client, the Collection Officer will call the client’s 

finance department to confirm receipt of the billing invoice and if there are concerns in 

the billing invoice 

4.1.4 Collection officer will send to client’s finance department weekly SOA for status 

reconciliation 

4.1.4.1 If no response from client, Collection Officer will call the client’s finance 

department for follow through 

4.1.4.2 The Collection Officer will furnish a copy of the SOA to the BU Heads for 

their monitoring and follow through on the ground on the status 

4.1.3 AR status is categorized using the following color code and overdue days: 

COLOR CODE OVERDUE DAYS DESCRIPTION 

Orange 60-89 days Less than 1 month to more than a month 

Red (2 Months) 90-119 days First delinquency notice 

Red (3 Months) 120-149 days Second delinquency notice 

Black 150 days and above Final decision 

 
4.2 Action Steps per Code Level 

4.2.1. Orange Code (60–89 days overdue) 

4.2.1.1 Collection Officer conducts regular follow-ups. 

4.2.1.2 Status is recorded for weekly AR review.​

4.2.2 Red Code (2 Months 90–119 days overdue) 
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4.2.2.1 PBC Head sends the 1st Notice of Delinquency via email to the client. 

Email should include outstanding balance, aging summary, reminder of overdue 

status, and request for settlement date.​

4.2.3 Red Code (3 Months 120–149 days overdue) 

4.2.3.1 COO sends the 2nd Notice of Delinquency via email. 

Notice must include Updated AR summary, Follow-up on the pending payment. 

4.2.4 Black code 5 Months (150 days overdue) 

4.2.4.1 Conduct a Leadership Final Decision Meeting. 

4.2.4.2 If End of Service is approved: 

​ ​ ​ ​ 4.2.4.2.1 2 weeks before end of service notice, identify and plan 

customers re assignment 

4.2.4.2.1.1 1st week activity - brainstorming and planning for 

customers reassignment (BU head, admin, and customer care), 

creation of 30 days notice 

4.2.4.2.1.2 If in case they refuse to transfer - Customer care find 

another alternative reassignment offer within 30days. 

4.2.4.2.1.3 2nd week activity - BU head, admin and customer care 

general assembly and issuance of 30 

days notice to customer 
 

4.2.4.2.2 Sales Team prepares and sends the End of Service Agreement 

Letter, signed by the CEO.​

​ 4.2.4.2.3 Provide 30 days notice to the client a day after customers 

general assembly  
4.2.4.2.4 Attach complete AR statement with pending receivables. 
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4.2.4.2.5 Request an official meeting with client 

​ ​ ​ ​  
4.2.4.3 Within the same week: 

4.2.4.3.1 Meet with the client to discuss the end-of-service arrangement 

and settlement of outstanding balances. 

 
 
 

4.3 Commitment and Legal Escalation 

4.3.1 Commitment Letter 

4.3.1.1 PBC Head drafts a Commitment Letter for the client to:​

​ Acknowledge the outstanding balance, Confirm commitment date(s) of payment, 

Sign and return the document.​

4.3.2 Legal Action 

4.3.2.1 If the client fails to pay within the committed date, Finance Department 

requests Legal to prepare a Demand Letter. 
 
5. RESPONSIBILITIES 
​ 5.1 Finance Head 
​ ​ 5.1.1 Monitor AR aging via Xero and validate AR reports. 
​ 5.2 Collection Officer 

5.2.1 Track AR based on countering; support in follow-up. 

5.2.2 Send weekly SOA to clients and BU Heads 

5.2.3 Call the client after a week of billing invoice transmittal to confirm receipt and to 

address if there are issues 

5.3 PBC Head 
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​ 5.3.1 Send 1st delinquency notice; prepare commitment letters. 

5.4 COO 

​ 5.4.1 Send 2nd delinquency notice. 

5.5 Sales Team 

​ 5.5.1 Prepare End of Service letter when needed; coordinate with the client. 

5.6 Leadership Team 

​ 5.6.1 Decide on account termination (Black code) 

5.7 Legal Team 

​ 5.7.1 Issue demand letter when client defaults on commitment. 

6. RECORDS AND DOCUMENTATION 

6.1 Updated AR Aging Report 

6.2 Copies of all notices (1st and 2nd delinquency) 

6.3 End of Service Agreement Letter 

6.4 Commitment Letter signed by client​

​ 6.5 Demand Letter (if applicable)​

​ 6.6 Meeting minutes with client 
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7. ATTACHMENTS 
 
https://docs.google.com/document/d/1ZrCA1qrIKX_kk5P-ARXIRQhEaFpfBGYElhBs2GVLfJo/edit
?usp=sharing 
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