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5. FOREWORD

HKamuru University of Health Sciences [KUHeS] ia the leading universaty
for health sciences i Malowi, which sapires 1o be among the wop 20
Universities in Afnca. The University is sgnificantly contributing
tewards sustamable and equitable, soctal, economic, and technoalogical
development envisaged both in the Malawi Viston 2063 and Malawi
Growth and Development Stwrategy I [MGDS 1) through the
implementaton of 8 number of policies, mﬂudmgfhem:pkmmunm
of the Bad and Doubrful Debts Policy.

The University shall stnive 1o keep bad and doubtiul debis at n minemal
level 1o awodd tying up more funds with its customers, thereby depriving
the University of those funds for its operations. When Financial
Statrmenis are prepared with high levels of bad and doubeful debr, the
University shall show an unhealihy Anancial condition.

lﬂtmlyhghmmﬂlhltmrmﬂenhnmdmmwtmdhd
and doubtiul delsts in the University. To this end, the Policy clearly
authnes, the procedures and haniems far dealing with bad and
doubtiul debts in the University.

o

Professor Francts Mot
Chairman of Counell




6. PREFACE

EUHeS ia a public university established by the Government of Malasi
to provide higher education in the country through teaching, research,
consultancies, and public outreach. The University was lormed by a
merger of the Callege of Medicine and Kamuzu Callege of Nursing which
wore both, under the University of Malawi, The mandate for ihe
development of the KUHeS Policy on Bad and Doubtful Debis was
derived fram the KUHeS Act. The Policy has been necessiated by the
need to provide {ar measurements and recognition of receivables.

This FPolicy shall therefore be o tool to guide the Universday in the
management  of recevables, which directly  affecta cash  ow
management. This Policy ahall enmire that uncollectable debis are
written' off, consistent with the guidelines of existing policies and
appleable legialatian,

Thlemhu_lnruen}i stakeholders 1o suppart the implementation of this
Palicy and ensure that it achieves its purpose and oljectives for the
benefit of the Universiny and the sution.

/ot

Professar MacPherson Mallewa
Vice
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9. DEFINITIONS

Bad Debt

An owtstanding amount of mongy owed to the
University and has not been collected frecovered,
despite repeated efforta to collect the debt, and is
considered to be irfecoverable,

A provimon on o debt thar is  deemed
irrecoverahle,

A financial ohligation owed to the University by
students, stafl members, or mﬂﬂm

arganisationn

An mdivdual or entity who/which owes the

University some money.

An outstanding amount of money owed to the
University whose collection or repayment in full

is highly questionable and improballe,

A provision ereated m the University's balance
sheet 1s equal to the sum of all debis, the recovery
of which is considersd 1o be doubtful, while
effarts continue to be made to seek payment from
the debior. Normally, this is provided in terma ol
the University's accounting policies.

A provision held against the future, unidentified
losses an wotal deblors that are conssdened
doubitful.

A lsahility of uncertain timing or amount



A provigion mised based on evidemoe of
deterioration in the quality of a particular debi,

A procedure used in accountmg when a debtor for
oiher nsset) tn deemed o be uncolleciabée and s,
therefore, conmdered 1o be aloss and is taken off
the fnancial records.



10. BACHGROUND AND SCOFE
KUHeS prepares it financial statements in sccordance with the

Imternational Accounting Standards, Public Finance Management Act
(2022), and KUHeS Financial Regulations. Its accounts receivables
comprise students, sgall members, and thied-party organisations. The
development and implementation of this Policy became necessary to
show & fair view of recetvables.

This Policy is KUHeS blueprint on bad debts, which allows the
insntution to determine the amount of potentinl bad debt provision and
make provisions for these debta rather than opting for cotional
perceniages. This is only a provision for accounting purpsses. as deb
ahall continue 1o be pursued.

The Policy covers all KUHeS income streams, inchiding stafl, spadenis,
and ather parties with bustiess relationahips with the Universaty.
11.RATIONALE FOR THE POLICY

The Policy was developed to mitigate KUHeSs challenges in the
management of bad and doubtful debts, enhanes the eredibiliy of
financial statements, and ensure complance with [International
Financial Reporting Standards (IFRS) and appropriate legislative
frameworks.

12. HUHES VISION

A world-class University and centre of excellence in health education,
research, and innovation,

13. HUHES MISSION

To advance knowledge, professional petesicies, akills, and
innovaiions in healih sciences through high-guality student-centred
and inaovative sducation and research that ¢ s oo and infl

natonal and global policies, health, and development needs in an
efficeent, sustainable, and result=oriented manner,



14. AIM OF THE POLICY
The main purpose of this Policy is to gukde the University on fair
measurement, fecognition, and presentation of bad and doubtful debes.
15. OBJECTIVES OF THE POLICY
The specific Policy ohjectives are:

. To ensure that only bonafide bad debts 1o be written off are

authorised for writc-offs at appropriate levels
b. Toenhance efficient and effective delbt collection:

€. To provede the estimnted loss resulting from debd in each period
that income is eanned,

d. To ennure that debts in the ial nta ore disct 1at
net realizable value:

16. POLICY PRIORITY AREA
The Policy's priority is to ensure fafr measurement, recognition, and

presentation of bad and doubtiul debts.
. Policy Priority Area 1: Bad and Doubtful Debits
Bad and doubtful debts may originate from  the following
cifeumatances;
o A stident has Anished studving and has oot paid sehool
fees but has not callected his/her certificate;
b. A postgracduate student has completed his/her course work
without paying full fees
o L with g debts but who graduated or
withdrew for dilfferent reasons could not be traced,
d. Debta are not recoversd from o decensed student.

e, Student debt s ansng from differentials due to changes in
currency exchange rates (losses).

£ Siall member left employment without sewtling debt and
cannol be fraced;



g Debin are not recovered from a decensed stafl, where

his/her estate has been distributed, and recovery of the
debts from him /her s not possible.

h. Debis owed by stafl who have left the sernce and are now

3¢

bankrapt, provided that the Director of Finance and
lnweatments (DF]) most have satiafied him /herself that the
debtors are declared bankrupt.

Debts where the debtors have emigrated without paving the
debis, leaving no assets available to claim from, and the
debiors’ wherenbouts are unknown.

Debior who s declared to be insolvent or bankraps;

k. Debts not recovered ffom institutions or service providers.

L

that have been ligquidaied. and claims against the assers
finalised.

Debits owed by third party orgs s and mndividual
that cannat be traced, and

m. Where no source  decumentation i available (e

substantiate or prove the claims, provided that the DFL
must have satsfied himfhersel! that all reasonable sieps
hindd been taken o locate the source documenis,

b. Policy Priority Area 2: Bad and Doubtful Debts Management
A The DF] shall submit & list of bad and doubaful debis to

b.

e

d.

the management for review.

The DF1 shall classify debta into ‘students’, ‘stafl® and
‘other”

The DF] shall conduct an aged deblors’ analysis of debis
wo (hit debis that have not been settled {or one vear and
above should be considered as doubtiul debies,

The DF1 shall further classify aged debtors as falling under
o provisions of doubtful debis:

3



L General provision for doubiful debrs, and

il Specific provision for doubaful debss

The DF] shall alse separately classify debis into Students’,
‘Sl and Other' debtors and ‘aged debtors” analysis af
which debts hove not been settled for one year or above to
b considered as Bad debts.

The DFl shall, ding to the clasifications above,

indicate agxinst each debtor the reasons justifving the

proposed consideration as bad or doubtful debis

The DF] shall present the proposed bad debt Hsis o
e for d on with. evid that all efforts

were exhausted towards the recovery of the debin.

Before presenting to the Finance and Investments
Committes of KUHeS Council, management shall refer all
uncollected bad and doubeful debts 1o the Legal Counsel
for ansistance with the recovery of the debis.

Having received feedback from the Legal Counsel. the
Management shall present to the Finance and Investments
Commitiee lisis of bad debtors for discussion before the
lists are presented to the Council,

The Chairperson af the Finance and Investments
Commuittee of Council shall present the report on bad
debia to KUHeS Councl for discussion and its approval
for writing aff_

The Council shall seek government clearance for the write-
off of bad debis in accordance with the Publie Finance
Management Act and other relevant leginlation, including
the Public Procurement and Disposal of Public Assets Act.



. Palicy Priority Area 3: Credit Bureau Listing
Debtors whose debts are written off for any of the following reasons
st be linted with the Credit Burea:
i Untraceable
b. Insolvent
c. Emigration
d. Policy Priority Area 4 Valuati
a. For the provision of doubtful debis, the DFI shall esiahiish
the total amount of provision comprising the following:

& A lint of debtors and their specific amounts o be
provided for, and

il A lisz of deblors upon which 15% ahall be applied for
those over one year, as referred to in the
Implementation procedures sube-item fiv).

b. A list of bad debes and respective amounts categorized as
Students,” 'Stall and Other' af which debts have been
outstanding for at least one of more years.

¢ In the subsequent year. the amount to be provided for
ahall only be either an mcrense or decreass m the
provison,

N me'h §: Treatment of Doubtful and Bad
Debts in the Books of Accounts

i. Provision for Doubtful Debis
The following shall be the treatment of provision for doubt{ul debis in
the books of aocounts.

. Debit - Proviston for Bad Debt Expense Account

b, Credit = Accumulated Provision for Doubtful Debis
Account



ii. Bad Debts Written Off
The following shall be the treatment of bad debts in the books of
ArCoths:
. Outright Bad Debts Written OfF
A Debit - Bad debts written off cipense account;

b, Credit - Debtors® accounis.
ii. Bad Debts Written Off Against Specific Provision
i, Debit - Specific Provison for Bad debts
b. Credit - Debtors” accounts

The approval of KUHeS Council for the write=oll of any
debt does not mean that actions (o recover the money
shall be terminnted. However, further actions shall be
instituted depending on the costs involved, and &f debn
is recovered, it shall be recorted in the financial reoords
of the Couneil.

17. MONITORING AND EVALUATION
The Office of the DF1 shall be responsible for monitoring and evaluating
the implementation of this Palicy. The Policy shall be reviewed initially
after three years of approval and subsequently every four years,
18. FINANCIAL IMPLICATIONS
The successiu] implementation of this Policy requires the commitment
of resources towards its structare, procedire, and interventions.
Specifically, the Univermity shall budget for and allocate resources
towards the following:

. Temining of responsible allicers

b. Awareness activities incluting purchase andfor production of
publication material.



