EMSD Review of Taney County Utilities

Customer Service Operations


The Engineering and Management Services Department (EMSD) staff initiated an informal review of the customer service processes, procedures, and practices at Taney County Utilities (Taney County or Company) Rockaway Beach, Missouri office on December 17, 2002.  Prior to the on-site visit, the EMSD staff examined Company tariffs, annual reports, Missouri Public Service Commission (Commission) complaint records, and other documentation related to the Company’s customer service operations.


The objectives of this review were to document and analyze the management control processes, procedures, and practices used by the Company to ensure that its customers’ service needs are met and to make recommendations, where appropriate, by which the Company may improve the quality of services provided to its customers.  The findings of this review will also provide the Commission with information regarding the Company’s customer service operations.


The scope of this review focused on processes, procedures, and practices related to:

· Customer Billing

· Meter Reading

· Credit and Collections

· Disconnection/Reconnection Process

· Complaints and Inquiry Handling and Recording

· Services Provided by White River Environmental Services, LLC

· Record Storage and Protection

This report contains the results of the EMSD staff’s review.

Overview


Taney County Utilities serves 533 water customers and 62 sewer customers in Rockaway Beach, Missouri, located in Taney County. All sewer customers also receive water service from the Company. The Company was originally certificated in June 1977 to serve a small subdivision. Presently, the Company serves two subdivisions:  Venice On The Lake and Lakeway, Inc.  The Company’s founder and owner is Mr. Richard E. Scott who presently serves as Chairman of the Board.


The Company’s business office is located in Rockaway Beach, Missouri; mailing address P.O. Box 18, Rockaway Beach.  The Company employs the services of a part-time Office Manager, two outside operational personnel and a part-time office clerk.  Many of the Company’s business office functions and outside services are performed by White River Valley Environmental Services, LLC and White River Valley Electric Cooperative.  White River Valley Environmental Services, LLC is a wholly-owned subsidiary of White River Valley Electric Cooperative, Inc. located in Branson, Missouri. Both entities may be referred to as White River Valley for the purposes of this report. The Company’s Operating Agreement, which addresses both business office and outside services, is actually with White River Valley Environmental Services.  The Company has contracted with White River Valley Environmental Services since February 2002. 

 Services performed by White River Valley include collecting water samples for testing by the Department of Natural Resources, reading water meters on a monthly basis and other maintenance and repair activities as requested.  White River Valley also performs customer billing including preparation and mailing of late notices, as well as serves as an application point for new customers.        

Customer Billing

Customers currently complete applications for service that contains their name, address, home and work telephone numbers, social security number, and the name of their employers.  The applications are taken at the office of White River Valley Cooperative located in Branson, Missouri.  A copy of the application is faxed to Taney County Utilities so that the Company may maintain its customer database.  Applications indicate that since July 6, 2001, the Company began requiring a $100.00 deposit for new customers.   Prior to July 6, 2001, the Company did not require deposits for its customers even though its tariff contained a provision for securing deposits.  The Company indicates that it is currently requiring a deposit for all new customers.

Customers may either pay their bills in person at the White River Valley office in Branson, or may mail their payments to the White River Valley post office box.  Prior to contracting with White River Valley, customers could pay their bills in-person at Taney County Utilities or mail payments to the Company’s business office in Rockaway Beach.  Another change regarding customer payments that occurred when the Company contracted with White River Valley Environmental Services, LLC was that customers could no longer make payments in the field to either the meter reader or the individual sent to discontinue service.  The Company indicates that, on rare occasions, field personnel may accept payments in the field prior to terminating service.   The Company indicates that this activity is rare and has occurred primarily for customers that are elderly or disabled.

Meter Reading


Customer meters are read during the third week of every month by White River Environmental Services.  Prior to contracting with White River Valley, Company personnel performed all meter reading activities.  Subsequent to the meters being read, customer bills are prepared by White River Valley and mailed the last working day of the month.  The bills are due the 15th of the next month and this due date is indicated on the customer bills.  In instances where customers do not make payment by the 15th of the month, a late notice is mailed approximately two days after the 15th, which indicates that payment is due within seven days.  

If payment is not received by the revised due date, a service disconnection list is generated by White River Valley and provided to Taney County Utilities.  The Company then sends one of its part-time employees to the field to hang 48-hour disconnect notices on customer doors which indicate the date the notice was hung as well as the date service will be disconnected.  A phone number for White River Valley Electric Cooperative is also printed on the 48-hour disconnect notice.  Taney County Utilities personnel perform the service disconnections.

Credit and Collections


The Company’s 2001 annual report indicated that the Company had written-off uncollectible accounts totaling $3,600 for the year for its water customers.  Compared to yearly water revenues of $124,240, the percentage of bad debt write-offs was nearly 3%. For sewer operations, the uncollected write-off was $795 for the same period and represents nearly 5% of annual sewer revenues of $15,906.  Since these figures appear high compared to bad debt percentages Staff has reviewed at other utilities, Staff made inquiries of the Company to determine why the Company’s uncollectible percentages were at their present level, as well as any planned activities the Company had to reduce its uncollectible expense.  


The Company indicated that prior to the current part-time manager coming to the Company in November 2001, Taney County Utilities had experienced a variety of managerial deficiencies.   The Company indicates that prior to November 20001, the previous management had allowed some of its delinquent customers to go several months without paying for service and without being subject to service disconnection.  In addition, the Company did not require deposits from any customers to protect itself from customers leaving the Company’s system owing payment, and billing was not always performed consistently.  Finally, the Company had an employee that had confiscated Company records including customer information that was not returned to the Company. 


In response to the Company’s high uncollectible amounts, the new part-time manager began requiring that all new customers be assessed a $100.00 deposit.  As indicated previously, the Company also began contracting with White River Environmental Services in February 2002 which provided the Company with needed assistance with its billing, meter reading and other functions.  The Company also maintains a set of automated customer records at its premise in Rockaway Beach, Missouri in order to increase its internal control.   These records include customer application information, meter reading and billing information.  The Company indicates that at some time in the future, it may wish to resume performing the functions currently being performed by White River Valley.  

Staff is supportive of the Company’s approach to strengthen its internal control activities and encourages the Company to continue to update and maintain its current customer information.  In addition, Staff commends the Company for automating its customer records. 

Disconnection/Reconnection


Prior to the arrival of the Company’s current manager and its contract with White River Valley, the Company indicates that it was inconsistent in its billing activities and in performing non-pay shut-offs.  As indicated above, the Company has taken measures to tighten its collection practices and to perform its business office functions more consistently.  In addition, each month, the manager receives a delinquent report from White River Valley Electric Cooperative.  The report provides the amount and length of the customer delinquency.  The Company’s manager reviews the list and sends outside personnel to post 48-hour notices and, subsequently, to perform service disconnection if necessary.  Communication is maintained between White River Valley and Taney County Utilities to ensure that the Company does not disconnect service from customers that have paid their past-due bill. 


The Company estimates that 20 to 30 service disconnections are performed each month.  In addition, the Company notes that service diversion occasionally occurs in its service territory, and it has begun using a different type of meter lock to deter customers from diverting service.  

Complaints and Inquiries Handling and Recording


Since the Company began using the services of White River Environmental Services, customers have been directed to contact White River Valley Electric Cooperative in Branson, Missouri, regarding service or billing questions.  After entering into the Operating Agreement with White River Valley Environmental Services, LLC, the Company mailed its customers a letter that provided two telephone numbers for White River Valley for customer billing questions, and two 24-hour outage phone numbers to report service problems.  One billing number and one outage number are toll-free to the customers.  

In addition, as specified by Commission Chapter 13 rules, the White River Valley Electric Cooperative phone number is printed on each of its customer bills.  White River Valley also indicated that it keeps a customer log of all customer inquiries and complaints.  Even though White River Environmental Services is the primary contact for Company customers, customers still occasionally contact Taney County Utilities with complaints and inquiries.  The Company indicated that it does not presently keep a log for customer complaints.  

Services Provided by White River Environmental Services, LLC


As mentioned previously, the Company contracted for the services of White River Environmental Services, LLC on December 21, 2001, and began using the Company’s services in February 2002.  The terms of the agreement with White River Valley are presented in the Operating Agreement, which was provided to Staff for its review.  The Operating Agreement presents the terms of the contract including how disputes between the Company and White River Valley Environmental Services will be addressed, the schedule of services or specific activities performed for the Company by White River Valley and the fee schedule.  While many of the services provided by White River Valley have been previously addressed in this report, the following is a summary of the services presented in the Company’s contract:

1. White River Valley Environmental Services represents Taney County Utilities when business with the Department of Natural Resources or other regulatory agencies is required.

2. A White River operator will make three days per week operation and maintenance visits to the Taney County Utilities water system.

3. A White River operator will provide monthly sampling services on behalf of Taney County Utilities.

4. White River will read all meters one time per month.

5. A White River operator will disconnect and reconnect water to customers as needed.  Base fee includes 6 hours per month.

6. White River will prepare a monthly water system report for the benefit of the Utility.  This report will include a summary of the water pumped, electrical consumption, dates and times system is checked, copies of analysis conducted, monitoring reports for submittal to the Department of Natural Resources, as well as any special repairs performed or required.

7. Provisions for additional services are also addressed in the contract.

8. Taney County Utilities will pay a recurring charge of $2.00 per month per account for billing and collection services.

            The Operating Agreement also contains a short system description which includes the Venice on the Lake and Lakeway , Inc subdivisions.

Record Storage and Protection


As indicated previously, the Company is maintaining customer records parallel to those utilized by White River Valley.  The Company indicates that it does this for purposes of internal control and to enable the Company to resume billing and service functions should it ever make the decision to perform such functions in-house again.  The Company has computerized many company records including customer information.   The Company had previously experienced one employee confiscating company records prior to leaving the Company’s employment that had a significant, detrimental impact upon the Company.  The EMSD staff supports the Company’s computerization of company records.

Findings, Conclusions and Recommendations


The following discussion presents a summary of the findings, conclusions and recommendations regarding the Company’s customer service operations.  The information presented in this section focuses on the following areas that require management’s attention:

· Criteria for Requiring Customer Deposits
· Customer Deposit Refunds
· Operating Agreement
· Negotiation of services and fees

· Inclusion of responsibility to maintain customer contact log

· Customer Complaint Documentation
· Record Storage and Protection


Criteria for Requiring Customer Deposits


The Company’s present practice of requiring all new customers to pay a deposit is inconsistent with criteria presented in Commission Rule 4 CSR 240-13.030 (also known as Chapter 13, Commission Rule Chapter 13), Deposits and Guarantees of Payment.  During 2001, the Company experienced a high level of uncollectible accounts.  Prior to this time, the Company had not been in the practice of requiring customer deposits even though the Company’s tariff, page 18, Rule 10 Bills For Service contained a provision for the Company to secure customer deposits.  


The EMSD staff supports the Company’s intention of trying to gain increased protection against high bad debt write-offs’; however, Staff requests that the Company review the provisions presented in 4 CSR 240-13.030, page 5, for securing deposits.  The criteria presented in Commission Rule Chapter 13, includes a provision that the Company may be able to require a deposit if the customer is unable to establish an acceptable credit rating.  The rule states that the customer shall be deemed “prima facie to have established an acceptable credit rating if the customer meets any of the following criteria:  1.  Owns or is purchasing a home; 2. Is and has been regularly employed on a full-time basis for at least one (1) year; 3. Has an adequate regular source of income; or 4. Can provide adequate credit references from a commercial credit source.”  In summary, if the customer meets any of these criteria and other criteria presented in the rule, (such as not having previously diverted service) the customer should be granted service without providing a security deposit. 


The rule further indicates that the utility “shall provide means where a customer required to make a deposit may pay the deposit in installments unless the utility can show a likelihood that the customer does not intend to pay for the service.”


The EMSD staff provided the Company a copy of Chapter 13, Code of State Regulations and requested the Company read and adhere to them regarding customer deposits and all other matters.  

THE EMSD STAFF RECOMMENDS THAT COMPANY MANAGEMENT:


Discontinue the practice of automatically requiring security deposits for all new Company customers and adhere to all deposit criteria presented in 4 CSR 240-13.030 

Customer Deposit Refunds


The Company was not aware that deposits held for 12 months or longer and subsequently refunded to customers for good payment history, must be refunded with six percent (6%) interest; therefore the Company was not appropriately refunding customer deposits.  This provision of refunding customer deposits with interest is consistent with both Chapter 13 and the Company’s tariff.  The Company indicates that there have been a small number of customers that have been refunded deposits without interest but has stated it will change its future practice and has been in the process of refunding any back interest due.

In addition to providing the Company the opportunity to secure customer deposits, the Company’s tariff addressed the return of deposits for customers “after all charges that may be due and payable by the Customer have been paid or when the Customer has demonstrated prompt payments for service during twelve (12) consecutive billing periods.”  The tariff also indicates that interest at the rate of 6% payable upon return of the deposits will be paid for the time such deposit was held by the Company unless such period of time is less than 12 consecutive billing periods.

THE EMSD STAFF RECOMMENDS THAT COMPANY MANAGEMENT:

Refund all future customer deposits with appropriate interest consistent with requirements presented in the Company’s tariff and in 4 CSR 240-13.030.  

Operating Agreement  - Negotiation of Services and Fees


The existing Operating Agreement the Company has with White River Environmental Services, LLC provides for disconnect and reconnect water services that the Company has not been utilizing.  While its present arrangement with White River Valley has assisted the Company during this past year, the Company is aware that the services provided by White River Valley comprise a significant monthly expenditure and has expressed its intention to evaluate and, if feasible, resume the responsibilities presently performed by White River Valley at a future date.  At a minimum, the Company should carefully review and give advance notification to White River Valley (as specified in the Operating Agreement) to renegotiate the present Operating Agreement. 

Specifically, the Operating Agreement specifies that the Company’s base fee includes six hours per month for disconnect and reconnect services; however, the Company is presently performing these services with its own personnel.   

While the Company has expressed satisfaction with the services provided by White River Valley, the base fee charged to the Company is $2,050 per month plus approximately $1,100 per month for billing services.  The Company should consider revising its next contract including the fee schedule to exclude provision of White River providing disconnect and reconnect services if the Company does not use those services, as well as attempt to negotiate for lower fees generally.  To aid the Company in this area, the Company may consider requesting cost documentation from White River Valley regarding the Service Company’s costs to perform specific individual services, such as costs to generate customer bills costs, water sampling, meter reading and other costs. 

 THE EMSD STAFF RECOMMENDS THAT COMPANY MANAGEMENT:


Determine that all future operating agreements, with any contracted service provider, accurately reflects the services performed for the Company.  Periodically review any future contracts and verify that services agreed to in such contracts are being performed. 

Operating Agreement – Inclusion of Responsibility to Maintain Customer Contact Log


The present Operating Agreement does not include specific provision that White River Valley will maintain appropriate customer documentation for complaints.  This documentation is specified by 4 CSR 240-13 and should be maintained by White River Valley, particularly since customers are instructed to call White River Valley for questions regarding service or billing.  While White River Valley and the Company indicate that the contracting entity is maintaining such documentation, having this requirement specified in the Operating Agreement should increase the Company’s assurance that this activity is performed. 

THE EMSD STAFF RECOMMENDS THAT COMPANY MANAGEMENT:


Revise all future operating agreements with contracted service providers to maintain a customer complaint log, if customer contacts are part of the service provider’s responsibility.  At a minimum, records should be maintained for two years, as specified by 4 CSR 240-13 but three years is preferable.  

Customer Complaint Documentation


The Company indicated that it presently does not maintain documentation of customer complaints received by Taney County Utilities.  The Company indicates that while customers are directed to contact White River Valley, Taney County Utilities does occasionally receive complaints.  The Company has indicted to the EMSD staff that it will begin immediately to maintain such records.

THE EMSD STAFF RECOMMENDS THAT COMPANY MANAGEMENT:


Develop and initiate a system for documenting the nature of customer contacts, particularly those relating to customer complaints. Ensure that such records are maintained for a minimum of two years. 

Record Storage and Protection


The Company indicated that it had experienced a detrimental action by an employee who confiscated company records of which there was no duplicate.  These records were not returned to the Company and included important customer information.  The EMSD staff supports the Company’s efforts to computerize as much customer information as possible.  The Company has indicated it is aware that it should take measures to protect itself from such actions in the future. 

EMSD STAFF RECOMMENDS THAT COMPANY MANAGEMENT:


Increase protection of all vital Company records including evaluating locked storage and limiting employee access.  Back-up computerized Company records periodically and store them in a secured, fire-proof location such as a file cabinet on Company premises or consider off-site storage.
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