
 

Procedure for Recording Returned Checks to a Receivable Account and 

Writing Off Unresolved Amounts 

 

Identification of Returned Checks: 

Receive returned checks and/or notification from the bank indicating non-sufficient funds (NSF) or any 

other reason for the return. 

Immediately mark the returned checks with the date received for tracking purposes. 

Communication with Payee: 

Contact the payee immediately upon receipt of the returned check to inform them of the issue. 

Notify the payee of the need to resolve the returned check and request them to make the payment 

promptly. 

Certified Mail Notification: 

Prepare a certified mail notification to the payee regarding the returned check. 

Include details such as the amount of the returned check, reason for return, and instructions for 

resolving the issue. 

Ensure to retain proof of mailing and delivery for record-keeping purposes. 

Recording Returned Checks in Receivable Account: 

Provide a copy of the NSF Notice and a copy of the check to the Senior Accountant to make a Journal 

Entry in Tyler ERP with the details of returned checks. 

The Journal Entry will Include information such as check number, date of original transaction, revenue 

account that is impacted, amount, reason for return, and customer/payee details. 

Follow-Up and Resolution: 

Regularly follow up with the payee to inquire about the status of the returned check and resolution 

efforts. 

Document all communication with the payee regarding the returned check. 

Replacement Check Recorded: 

Cashier will record the repayment in a batch in Tyler ERP . The entry will debit the cash account and 

credit the NSF check receivable account and credit the NSF returned check revenue line.  

Monitoring Period: 

Maintain a monitoring period of 12 months from the date of receipt of the returned check. 



Continuously track the progress of resolution attempts during this period. 

Writing Off Unresolved Amounts: 

At the end of the 12-month monitoring period, review the status of unresolved returned checks. 

If the returned checks remain unresolved after diligent efforts, prepare to write off the outstanding 

amounts as bad debt. 

Approval Process for Write-Off: 

Obtain necessary approvals from management or relevant authorities before proceeding with the write-

off process. 

Recording Bad Debt Write-Off: 

Document the write-off of the unresolved returned checks in the receivable account. 

Adjust the accounts receivable balance by the amount of the write-off and adjust the subsidiary account 

(Business License, Property Taxes, other) and revenue account as required. 

Closing Records: 

Close out the records associated with the unresolved returned checks, ensuring proper documentation 

and filing for audit purposes. 

Continued Monitoring: 

Maintain records of the written-off amounts and periodically review them for potential recovery 

opportunities, e.g. business license renewal or property tax liens. 

Process Improvement: 

Conduct periodic reviews of the returned check handling process to identify any areas for improvement. 

Implement necessary changes to enhance efficiency and effectiveness in handling returned checks and 

resolving outstanding issues. 

By following this procedure, the organization can effectively manage returned checks, diligently pursue 

resolution with payees, and appropriately write off uncollectible amounts after a reasonable period. 

 

ADDENDUM 

Sample of Letter to Payee 

Journal entry to record NSF Check 

 



 



 


