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M E M O R A N D U M 
 
TO:   Missouri Public Service Commission Official Case File 

Case No. WR-2005-0052 - - - Raytown Water Company 
 
FROM:  Dale W. Johansen – Project Coordinator 

Water & Sewer Department 
Steve Traxler – Auditing Department 
Graham Vesely – Auditing Department 
Lesley Preston – Auditing Department 
Kay Niemeier – Engineering & Management Services Department 
Jolie Mathis – Engineering & Management Services Department 
John Kiebel – Engineering & Management Services Department 
Jim Merciel – Water & Sewer Department 
Steve Jungmeyer – Water & Sewer Department 
Bill Nickle – Water & Sewer Department 

 
/s/ Dale W. Johansen    10/18/04 
Project Coordinator       Date 
 
/s/ Cliff E. Snodgrass    10/18/04 
General Counsel's Office      Date 

 
SUBJECT: Staff Recommendation for Approval of Revised Tariff, Depreciation Rates and 

Agreements Regarding Disposition of Small Company Rate Increase Request 
 
DATE:  October 15, 2004 
 
BACKGROUND 

Raytown Water Company ("Company") initiated the subject small company rate increase request 
("Request") by submitting a letter to the Secretary of the Commission, which was received at the 
Commission's offices on March 11, 2003.  The Company submitted its Request under the provisions 
of the Commission’s then existing Rule 4 CSR 240-2.200, Small Company Rate Increase Procedure, 
which for small water utilities was replaced effective April 30, 2003 with Rule 4 CSR 240-3.635, 
Water Utility Small Company Rate Increase Procedure ("Small Company Rate Increase Procedure"). 

By its Request, the Company was seeking Commission approval of customer rates intended to 
generate an increase of $642,347 in its total annual water service operating revenues.  As stated by 
the Company in its Request letter, the reasons for the requested increase in its water service 
operating revenues were the needs to meet current operating expenses, to meet interest and 
depreciation expenses, and to provide adequate earnings on it investment in utility plant.  The 
Company provides water service to approximately 6,700 customers, the majority of which are 
residential customers.  The Company's current rates, which were established in the Company’s last 
rate case, went into effect on December 18, 2000. 
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Upon receipt of the Company's letter that initiated the Request, personnel in the Commission's Data 
Center scanned the letter and entered it into the Commission's electronic filing and information 
system ("EFIS") and the system assigned Work I.D. No. QW-2003-0023 to the Request (hereafter, 
this is referred to as the "tracking file" for the Request).  The Company's letter was then forwarded to 
the Commission's Water & Sewer Department ("W/S Dept") for processing under the Small 
Company Rate Increase Procedure.  A copy of the Company's request letter is identified as item 
number 1 in the EFIS tracking file for the Request. 

By a letter dated March 31, 2003, which Staff members in the W/S Dept had previously approved, 
the Company notified its customers of the Request.  As a part of this initial customer notice, the 
Company requested that its customers' questions or comments be directed to the Commission Staff 
and/or the Office of the Public Counsel ("OPC").  A copy of the initial customer notice is identified 
as item number 2 in the EFIS tracking file for the Request. 
 
STAFF'S INVESTIGATION AND CONCLUSIONS 

As noted at the beginning of this Memorandum, Staff members from the Auditing, Engineering & 
Management Services and Water & Sewer Departments participated in the Staff’s investigation of 
the Company’s Request.  These Staff participants, and their respective up-line supervisors, were 
provided the opportunity to review and comment on this Memorandum prior to it being filed.  Dale 
Johansen of the W/S Dept created the initial draft of this Memorandum and comments received from 
the reviewers were incorporated therein to create this final version of the Memorandum. 

As a result of the Company's initial customer notice, the W/S Dept Staff received responses from 
approximately 30 customers regarding the Company's Request.  These customer responses addressed 
the level of the proposed increase, as well as some service-related matters.  A summary of these 
customer responses, including the "public comment" I.D. number assigned to the responses when 
they were entered into EFIS, is identified as item number 3 in the EFIS tracking file for the Request. 
 Consistent with established practice, the W/S Dept Staff conducted investigations of the customer 
responses that addressed service-related matters.  A copy of the W/S Dept's report regarding those 
matters is identified as item number 4 in the EFIS tracking file for the Request. 

Based upon an audit of the Company's books and records, a determination of the Company's rate 
base investments and necessary operating expenses, an evaluation of the Company's depreciation 
rates and an analysis of the Company's capital structure and cost of capital, and an investigation of 
the Company's business and system operations, the Staff concluded that an increase of $334,700 in 
the Company's annual water service operating revenues was warranted. 

Of particular note regarding this operating revenue increase was the inclusion of a 5-year 
amortization in the Company's cost of service, and a proposed 5-year surcharge for recovery of costs 
not included in the Company's general cost of service calculations.  The amortization was related to 
the recovery of the principal and interest payments on a loan for an upgrade of the Company's 
computer system, and the surcharge was related to the recovery of the principal and interest 
payments on a loan for a major main replacement project that the Company completed in 
conjunction with a major street improvement project in the City of Raytown  (this project is known 
as the "Gateway Project").  For both of these projects, the maximum period that the bank would 
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consider for the term of the subject loans was 5 years.  As a result, the annualized costs to be 
recovered by the amortization and the surcharge were calculated based upon the 5-year terms of the 
subject loans, the provisions of which were evaluated by the Staff as a part of its investigation of the 
Company's Request and found to be reasonable.  Additionally, it is the Staff's view that it was 
reasonable for both of these projects to be carried out at this time and included in consideration of 
the resolution of the Company's Request.  Because of the special ratemaking treatment that was used 
for these two projects, which is tied directly to recovery of the bank financing for the projects, the 
costs of the subject facilities were not included in the calculation of the Company's return on rate 
base.  (As discussed later in this Memorandum, the proposed special surcharge for the Gateway 
Project is not being implemented, and has instead been "replaced" through the inclusion of another 
special amortization in the Company's cost of service.) 

In addition to its conclusion regarding the increase in the Company's annual operating revenues, the 
Staff concluded that new/modified depreciation rates need to be prescribed for the Company, that 
certain changes in the Company's miscellaneous service charges, connection fees, business 
operations and system operations are warranted, and that the Company's tariff needed to be updated 
generally. 

Subsequent to the completion of its investigation of the Company's Request, the Staff forwarded 
information regarding the above items to representatives of the Company and the OPC for their 
review and response. 
 
RESPONSES TO STAFF'S FINDINGS AND SUBSEQUENT ACTIONS 

Pursuant to negotiations held subsequent to the Company's and the OPC's receipt of the above-
referenced information regarding the results of the Staff’s investigation of the Company's Request, a 
written Agreement Regarding Disposition of Small Company Rate Increase Request was executed by 
the Staff and the Company ("Company/Staff Disposition Agreement").  The Staff and the Company 
also reached an agreement regarding the tariff revisions needed to implement the terms of the 
Company/Staff Disposition Agreement, and the general tariff revisions needed to properly update  
the Company's tariff.  The specific agreements between the Company and the Staff are set out on  
pages 2 & 3 of the Company/Staff Disposition Agreement, which the Staff filed in this case on 
September 1, 2004 (hereafter, unless noted otherwise, all dates refer to the year 2004) and which is 
identified as EFIS item number 3 in the case file. 

By a letter that was stamped received by personnel in the Commission’s Data Center on August 25, 
the Company submitted revised tariff sheets including the agreed-upon tariff revisions that are 
necessary to implement the terms of the Company/Staff Disposition Agreement.  Upon receipt of  
that tariff filing, Data Center personnel scanned the filing and entered it into EFIS, and the instant 
case was created (the transmittal letter and revised tariff sheets are included in item number 1 in the 
EFIS case file).  As required by the Small Company Rate Increase Procedure, the subject revised 
tariff sheets bore an effective date that was more than 45 days past the issue date.  As is also required 
by the Small Company Rate Increase Procedure, the above-referenced Company/Staff Disposition 
Agreement has been filed in the case papers.  (As noted previously, the Staff filed the 
Company/Staff Disposition Agreement on September 1.) 
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Since the agreement regarding the resolution of the Company's request was only between the 
Company and the Staff, the Company was required to send a notice to its customers regarding the 
proposed tariff revisions resulting from the Company/Staff Disposition Agreement.  By a letter  
dated September 1, which Staff members in the W/S Dept had previously approved, the Company 
notified its customers of its proposed tariff revisions.  As a part of that notice, the Company 
requested that its customers' questions or comments be directed to the Staff and/or the OPC.  A copy 
of this second customer notice was filed in the case file on September 10, and is identified as EFIS 
item number 6.  As a result of this second customer notice, the W/S Dept Staff received responses 
from six customers regarding the proposed rate increase.  These customer responses addressed the 
level of the proposed increase in general, with some of the responses also addressing the proposed 
surcharge for the main replacement project.  None of these responses addressed service related 
matters.  (Summaries of these responses can be found in the "informational filing" referenced 
below.) 

On September 2, the OPC filed a request for a local public hearing regarding the Company's request, 
which the Commission granted by an order dated September 9 (the local public hearing was 
scheduled for September 20). 

On September 17, the Staff filed a pleading titled "Informational Filing Regarding Small Company 
Rate Increase Request", with which it included certain of its workpapers regarding its investigation 
of the Company's Request and a summary of the customer comments received in response to both of 
the Company's customer notices.  This filing is identified as EFIS item number 7 in the case file. 

On September 20, the local public hearing for this case was held as scheduled, with two members of 
the general public in attendance. 

On September 23, the Company submitted a substitute for the tariff it submitted on August 25, for 
the purpose of correcting errors in that tariff, to reformat the tariff and to make minor language 
changes, all at the request of the Staff. 

On September 29, the OPC filed a pleading titled "Public Counsel's Agreement In Part, And 
Disagreement In Part, With The Tariff Sheets Filed By Raytown Water Company And Request For 
Hearing" ("Position Statement").  In its Position Statement, which is identified as EFIS item number 
9 in the case file, the OPC stated that it agreed with all but one of the tariff sheets that the Company 
filed on August 25.  The tariff sheet to which the OPC objected was Tariff Sheet No. 4, which 
included the provisions for implementing the previously discussed special rate surcharge for the 
Gateway Project. 

On September 30, subsequent to its review of the OPC's Position Statement, the Staff initiated 
discussions with the OPC and the Company regarding the OPC's objection to the special rate 
surcharge for the Gateway Project. 

By a letter dated September 30, which was received at the Commission's offices and filed in the case 
papers of the Company's rate case on October 5, the Company extended the proposed effective date 
of its pending revised tariff from October 10 to November 1, in order to allow time for the Company, 
the Staff and the OPC (hereafter collectively referred to as the "Parties") to possibly resolve the 
OPC's objection to the proposed special rate surcharge. 
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As a result of the discussions referenced above, the Parties reached an agreement regarding an 
alternative to the proposed special rate surcharge for the Gateway Project.  That agreement was 
reduced to writing in a document titled "Unanimous Supplemental Agreement Regarding 
Disposition of Small Company Rate Increase Request" ("Supplemental Agreement"), which the Staff 
filed in the case on October 12 and which is identified as EFIS item number 12 in the case file.  
Specifically, this Supplemental Agreement results in the proposed special surcharge for the Gateway 
Project being removed from consideration and being "replaced" by including a special amortization 
for the Gateway Project in the Company's cost of service, similar to the amortization for the 
computer system upgrade. 

As is noted in the Supplemental Agreement, except for the matters specifically addressed by it, the 
provisions of the Company/Staff Disposition Agreement were not affected by the Supplemental 
Agreement and remain in effect.  As is also noted in the Supplemental Agreement, the provisions of 
that agreement and the provisions of the Company/Staff Disposition Agreement, taken together, 
satisfactorily resolve all issues identified by the Parties regarding the Company's rate increase 
request.  Included with the Supplemental Agreement was the Staff's final "ratemaking workbook" 
regarding the resolution of the Company's Request. 

On October 14, the Company submitted a substitute tariff for its pending tariff, with that substitute 
tariff being consistent with both the Company/Staff Disposition Agreement and the Supplemental 
Agreement. 
 
FINANCING FOR COMPUTER SYSTEM UPGRADE AND GATEWAY MAIN REPLACEMENT PROJECT 

As previously noted herein, the Company is taking out loans to finance the upgrade of its computer 
system and the Gateway main replacement project.  As the provisions of these loans were evaluated 
by the Staff as a part of its investigation of the Company's Request and found to be reasonable, the 
Staff believes the Commission should authorize the Company to enter into the loans – even though 
the Company has not filed an application with the Commission seeking such authorization. 
 
ADDITIONAL INFORMATION 

In addition to the above-noted documents that have been submitted to the EFIS tracking file and  
filed in the EFIS case file, the following documents are included with this Memorandum in 
Attachment A hereto: (1) the Staff's revenue requirement audit workpapers; and (2) the Staff's 
overview of the Company and its customer service procedures and practices. 

Pursuant to a review of available electronic information maintained by the Commission's Budget & 
Fiscal Services Department and Data Center, and in EFIS, the Staff notes that the Company was 
current on the payment of its Commission assessments and on the filing of its Commission annual 
reports when it submitted its Request, as is required by the Small Company Rate Case Procedure.  
The Staff also notes that the Company remains current on these matters as of the writing of this 
Memorandum.  The assessment information reviewed covers fiscal years 1996 through 2005 (the 
Company is paying its FY2005 assessment on a quarterly basis), and the annual report information 
reviewed covers calendar years 1997 through 2003. 
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Additionally, the Staff notes that the Company currently has no other matters pending before the 
Commission, and that approval of the subject tariff revisions will thus not affect any other matter 
before the Commission with regard to the Company. 

Lastly, the Staff notes that the Company received no "notices of violations" from the Missouri 
Department of Natural Resources during the test year used for the Request and has also not received 
any since the end of the test year to date. 
 
STAFF'S RECOMMENDATIONS 

Based upon the above, the Staff recommends that the Commission issue an order in this case that: 

* Approves the substitute revised tariff that the Company submitted on October 14, to  
be effective for service rendered on and after November 1; 

* Approves the Company/Staff Disposition Agreement submitted in this case; 

* Approves the Supplemental Disposition Agreement submitted in this case; 

* Directs the Company to comply with the terms of the Company/Staff Disposition 
Agreement and the Supplemental Disposition Agreement, as applicable; 

* Authorizes the Company to enter into the loans pertaining to the upgrade of its 
computer system and the Gateway Project; and 

* Prescribes the depreciation rates set out on Attachment D to the Company/Staff 
Disposition Agreement as the depreciation rates authorized for the Company's use. 

 
List of Attachments 

Attachment A 

* Revenue Requirement Audit Workpapers 

* Overview of Company and Customer Service Operations 
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Review of Raytown Water Company 
Customer Service Operations 

 
 The Engineering and Management Services Department (EMSD) staff initiated an 

informal review of the customer service processes, procedures and practices at Raytown Water 

Company (Raytown or Company) on March 6, 2003.  Prior to on-site interviews, 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.  Meetings with Company personnel were held April 28 and 29 and May 19, 2003.  

Additional meetings were held to discuss information specific to the computer system. 

The purpose of the EMSD is to promote and encourage efficient and effective utility 

management.  This purpose contributes to the Commission's overall mission to guarantee that 

customers receive safe and adequate service at the lowest possible cost, while providing utilities 

the opportunity to earn a fair return on their investment. 

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 Deposits 

• Meter Reading 

• Customer Billing 

• Credit and Collections 

• Write-Offs 

• Computer System 

• Master Meters 

• Water Storage Towers 

• Water Main Replacements 

• Communication with Customers 

• Complaint/Inquiries Handling and Documentation 

This report contains the results of the EMSD staff's review. 
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Overview 

 Raytown Water Company provides water service to approximately 6,777 customers 

(2002 Annual Report end of year) in a service area mostly in Raytown, Missouri with some 

customers in Independence, Missouri.  At the end of 2002, the Company reported the following 

amount of meters in use:  6,287 residential, 410 commercial, 19 industrial and 61 public.  The 

Company’s business office is located at 9820 East 63rd Street, Raytown, MO, 64133. 

The Company currently has the meter potential to serve approximately 6,800 customers.  

However, the Company’s growth is limited because a large percentage of the land in its service 

territory has already been developed and its service territory is bounded on all sides by a public 

water district and a municipal water system.  The Company’s 20 square-mile service territory is 

generally bounded by 50th Street to the north, Woodson Road to the east, 350 Highway to the 

south and Blue Ridge Cutoff to the west.   

The table below demonstrates the small variance in the Company’s total customers and 

gallons of water sold for the years 1998 through 2002.  The Company customer growth has been 

negligible since 1998. 

 

Year Total Customers Percentage 

Difference 

Gallons of Water 

Sold 

Percentage 

Difference 

1998 6,763  458,700,300  

1999 6,771 .12% 469,716,692 2.4% 

2000 6,774 .04% 475,031,800 .11% 

2001 6,780 .089% 465,107,350 (2.09)% 

2002 6,777 (.04)% 472,397,700 1.57% 

Source:  Raytown Water Inc., Annual Reports 

 

The Company purchases the water it provides to its customers from the City of Kansas 

City, Missouri.  Therefore, the Company is not actively involved in the production or treatment 

of water. 

Employees of the Company include the owners, three full-time and two part-time 

business office employees (one employee works eight hours per day three days and one 

employee works approximately three hours per day five days) and seven field employees.  The 

seven field employees consist of two three-person crews, who are responsible for construction, 
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repair and maintenance to the system and performing turn-ons and turn-offs, and a meter reader.  

The Company’s business hours are 7 a.m. to 4 p.m. Monday through Friday. 

Customer Deposits 

 The Company stated that a customer deposit in the amount of $35.00 for residential and 

commercial customers payable when the service is placed in their name is required of customers 

not able to satisfy credit requirements.  The Company’s tariff states: 

A deposit shall not exceed the charges applicable to one billing period plus 
thirty days and shall be computed on the basis of the estimated annual billing 
for service, unless the security deposit is required under the terms of sub-
paragraph (1) of this Rule, in which case the deposit shall not exceed two 
times the highest bill of that customer during the preceding twelve months. 

 
The EMSD staff is of the opinion that the Company’s $35.00 customer deposit charge is in 

accordance with its tariff. 

The deposits are manually recorded in a journal and the deposit slips are filed as either 

current deposits or refunded deposits.  A deposit register is printed at the end of each month.  

The Company stated that a customer’s deposit and earned interest is applied to their account 

when the account is twelve months old. 

Meter Reading 

 The seven field employees have two-way radios.  The Company provides one cell phone 

and reimburses two field employees $25.00 each per month for use of their personal cell phones.  

Previously, pagers were used by the Company, but the Company indicated employees prefer 

using cell phones.  The Company stated that it is currently analyzing the costs and benefits of 

discontinuing use of pagers and two-way radios and transferring to cell phones usage only. 

The Company currently has 111 indoor meters and plans to move 21 of these meters 

outside during calendar year 2003.  The Company’s policy is that all water meters are manually 

read bimonthly and recorded in the meter read route book by the meter reader.  The Company 

stated that approximately 150 meter reads per day are performed.  When the route is completed, 

the meter book is returned to the office so that bill calculations can be performed.  The 

customers’ current reading and total usage are manually transferred to the Company’s billing 

book by the office personnel.  This information is then entered into the computer in order to 

produce a customer bill.  When not in use, the meter books are stored in the Company’s vault. 
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The Company stated that providing the customers’ meter reading and billing information 

history to the meter reader provides the meter reader the ability to immediately determine if the 

current meter reading is outside a reasonable range.  The Company stated that the meter reader is 

able to remedy many situations in the field by having this information available while reading 

the meters. 

The Company informed the EMSD staff that estimated meter readings do not occur and 

that it does not anticipate implementation of automated meter reading devices.  The meter reader 

checks the inactive meters regularly when performing meter reads. 

Customer Billing 

After a route is completed and each customers’ usage is calculated, the information is 

entered into the billing system and postcard bills are printed.  A blank copy of the Company’s 

bill is shown on the following page. 

Prior to mailing, bills are visually checked for any errors.  The bills are mailed to 

customers requesting payment within 21 days in order to avoid a late charge, which is the greater 

of $3.00 or 2% of the current month’s bill. 

Customers are able to make payment by cash or check.  And are requested to return the 

bill stub with their payment.  The Company’s payment options include the mail, the business 

office, the front door drop box and the drive-up drop box. 

Credit and Collections 

The Company informed the EMSD staff that when it receives an insufficient funds check, 

the payment is reversed from the customer’s account and the account is charged a tariff-approved 

$20.00 bad check charge.  Insufficient funds checks are manually recorded chronologically in a 

log.  A yellow door notice is delivered to the residence on the following day stating that payment 

of the insufficient funds check and the $20.00 bad check charge is due within two days and no 

later than 1 p.m. of the second day.  If payment is not received by 1 p.m. of the second day, the 

service is disconnected that afternoon. 

The Company stated that the number of insufficient funds checks received from a 

customer is shown on their account.  The determination to not accept checks in the future from a 

customer is decided on a case-by-case basis.  Whenever a customer’s account is noted as not 

being able to accept checks as payment, a letter is mailed by the Company informing the 

customer that future payments must be made in cash.  The letter states that following twelve 
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months of good pay, the “no check” status will be removed from their account.  The Company 

informed the EMSD staff that if a check is received from a customer whose account is noted as 

“no checks,” the customer is informed by telephone to replace the check payment with cash. 

If payment of the customer’s bimonthly bill is not received within the requested 21 days, 

a charge of $3.00 or 2% of the current month’s bill, whichever is greater, is assessed to the 

account and the Company mails a delinquent notice informing the customer that payment has not 

been received.  Currently, the late fee charges are manually assigned to accounts. 

The delinquent notice informs the customer that if payment is not received within ten 

business days (31 days following bill rendition), their service is subject to disconnection.  The 

date payment is required in order to avoid disconnection and the date service will be 

disconnected are both stated on the notice.  The Company stated that if payment is not received 

by the date specified on the delinquent notice, the service is disconnected on the next Thursday.  

The Company informed the EMSD staff that the Thursday following the delinquent due date 

payment that is necessary to avoid disconnection is usually the 32nd or 33rd day following its bill 

rendition. 

The Company’s billing and credit and collections timeline is presented below. 

 
 

 

 

 

 

 

The Company stated that payment arrangements to avoid a trip to collect and/or possibly 

disconnect service are sometimes arranged in order to avoid disconnection of service.  These 

arrangements are made on a case-by-case basis. 

Prior to disconnection of service for nonpayment, all payments of accounts are posted.  A 

printout of all accounts with balances due is then printed and accounts that have payment 

arrangements are verified.  Accounts that are subject to disconnection are then listed for the 

serviceperson to complete. 

When a trip is required to collect payment, the customer’s account is charged a $15.00 

door collection charge (customer pays serviceman at the time of scheduled disconnection) or a 

BILLING, CREDIT AND COLLECTIONS TIMELINE 
 
   Day 1       Day 21       Day 22       Day 31             Day 32+    
 
 
 
           Late Fee      Payment  
          Charged;      to Avoid  
     Bill    Payment    Delinquent  Disconnection       Service 
Rendition        Due Notice Mailed         Due         Disconnected 
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$15.00 disconnect turn-off charge (service is disconnected).  For disconnected services that 

customers desire reconnection, a restoration charge of $15.00 during business hours or $25.00 

during non-business hours is charged the account. 

The Company stated that it attempts to collect the total amount due in order to reconnect 

services disconnected for nonpayment, but occasionally a partial amount is accepted.  The 

Company informed the EMSD staff that the field collection of payments is not a safety concern. 

The Company stated that during the past year it contracted with a collection agency that 

retains 35% of the amount it collects.  Prior to forwarding accounts to the collection agency, the 

Company attempts to collect on accounts that have a forwarding address.  Accounts with 

balances due greater than $50.00 are sent weekly to the collection agency.  Accounts with 

balances less than $50.00 are not forwarded to the collection agency.  When the collection 

agency does receive payments on the Company’s accounts, it retains 35% of the payment and 

forwards the remainder by check to the Company.  The Company informed Staff that the 

collection agency has collected on a very small percentage of its accounts. 

Write-Offs 
 
 The Company informed the EMSD staff that a year-end report is generated that lists 

customers that are no longer receiving service from the Company whose accounts show a debit 

balance.  From this list, accounts are selected to write off as bad debt.  The reasons for accounts 

chosen to be written off as bad debt include:  time lapse since account was closed, availability of 

forwarding address, exhaustion of all sources of contact and customer history while a customer 

of the Company. 

 As reported by the Company, the table below demonstrates the amount and percentage of 

write offs to bad debt for the years 2000 through 2002, inclusive. 

 

Year Amount of Write Off to Bad Debt Percentage of Write Off to Bad Debt 

2000 $15,787.90 8.23% 

2001 $15,787.90 9.13% 

2002 $17,880.49 10.97% 

Source:  Raytown Water 

 The Company’s write off percentages to bad debt have been steadily increasing since 

2000.  From 2000 to 2002, its write offs to bad debt have increased 2.74%. 
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Computer System 

 The Company is currently considering updating its computer system, which was 

purchased from Computer Resources in 1992.  The system is a UNIX based operating system 

that was much more popular a decade ago than it is today.  According to industry experts, 

Microsoft-based operating systems are used by most small water utilities in 2003.  The UNIX 

system included used PCs and very few software updates have occurred since its purchase.  The 

Company stated that this system is responsible for the Company’s data base, billing, customer 

account history, customer complaint register, general ledger, payroll, accounts payable, a 

majority of the accounts receivable, meter changes, meter inventory and other business 

information. 

The Company has been seriously considering an alternative computer system since April 

2002.  Raytown wanted to deploy a Microsoft-based operating system that was more user-

friendly than its current system.  Raytown has received software upgrades on a periodic basis 

from its vendor and has tried to make them work.  However, the Company stated that its results 

have been mixed on the efficiency and effectiveness of some of the vendor software upgrades. 

The Company contacted three vendors and received demonstrations and bids on a new 

system from each company.  The Company’s desire is to purchase the system provided by CBIZ 

Technologies (CBIZ), which is located in the Kansas City area.  CBIZ is also contracting with 

another water utility in the area and the Company will benefit financially by completing its 

contract at the same time as the other water utility. 

 In conjunction with updating its computer system, the Company is considering changing 

its method of billing customers from its current postcard billing to full-page envelope billing.  

The Company stated that its reasons for changing to full-page billing include:  1) the customers 

have requested this method of billing, 2) the Post Office has requested that companies 

discontinue use of postcards and 3) the Company will be able to provide company specific 

messages/information to its customers. 

 The new computer system will require that meters be read monthly instead of bimonthly 

as currently done.  Although with the new computer system meters would be read and recorded 

on hand-held devices, an additional meter reader would be required. 

 The Company stated that some of the advantages of updating its computer system with 

CBIZ include the following:  1) provides one monitor instead of the Company’s current two at 

some workspace locations, 2) provides for monitor at counter to assist walk-in customers, 3) 



 8

monitors the customers’ promises to pay delinquent bills, 4) accelerates the billing process, 5) 

speeds up the access to customers’ accounts, 6) attaches any past due amounts to customers’ new 

accounts automatically, 7) conserves paper, 8) allows employees to toggle between software 

programs instead of backing out of programs and possibly losing entered data and 9) tracks the 

number of payments made by each payment method. 

 The Staff met May 19, 2003, with Raytown and Computer Resources, Company’s current 

computer system provider, to discuss Raytown’s computer requirements and a possible bid 

proposal from Computer Resources, Inc.  Computer Resources was not included in the original 

request for bids.  Those in attendance included Raytown staff, EMSD staff and Computer 

Resources.  The Company’s office and field personnel presented a laundry list of problems and 

current system inefficiencies that employees would like to have included in an upgraded or new 

computer system.  The vendor verbally agreed to provide a written bid by the end of that week, 

May 23.  When Staff contacted Computer Resources the first week of June, Staff was informed 

that the company would not be submitting a proposal for Raytown’s computer system.  The Staff 

received a letter from Computer Resources stating that there would be no further Raytown-

specific programming changes performed by them. 

The EMSD Staff has assisted the Auditing Department’s involvement in the management 

of the Company’s process to determine a reasonable solution to its computer system vendor.  The 

EMSD Staff’s involvement in the computer system decision included the following: 

� July 30, 2003  A meeting at the United Missouri Bank (UMB) in 

Raytown, Missouri with Raytown, Staff and Hanebutt Consulting Group, Inc. 

(Hanebutt) to listen to the presentation of a computer system vendor 

recommendation from Hanebutt.  Hanebutt’s recommendation was CBIZ.  Those 

in attendance included Raytown staff, EMSD staff and Hanebutt. 

� August 13, 2003 A conference call with Don Frey of Frey & Co. (Frey) to 

discuss Hanebutt’s recommendation.  Those in attendance included Raytown 

staff, EMSD staff and Hanebutt; the meeting location was the UMB in Raytown, 

Missouri. 

� August 19, 2003 A software demonstration conference call meeting with 

Frey at Hanebutt’s office.  Frey employees demonstrated its computer system and 

answered questions.  Those in attendance included Raytown staff, EMSD staff, 

Hanebutt and Frey. 
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Following the August 19, 2003 meeting, the Auditing Staff assisted the Company with 

the decision of a computer system vendor.  The EMSD staff was informed that the Company’s 

computer system vendor was Frey. 

Master Meters 

 The Company informed the EMSD staff that its eight master meters are read by its 

employees on the first Monday of each month, which is close to the date readings are taken by 

the City of Kansas City employees.  Following receipt from the City of Kansas City of its 

monthly billing statement, the two sets of readings are compared by Company employees to 

document accuracy.  As the Company reads its customers’ meters on eight different cycles, the 

Company stated that it is very difficult to compare the master meter readings to the amount of 

water charged to the Company’s customers. 

Water Storage Towers 

 The Company stated that it has three tanks with total storage capacity of 2,500,000 

gallons and that the tanks are currently at OSHA standards.  The Company has a maintenance 

contract in effect for its storage tanks. 

Water Main Replacement 

 The Company informed the EMSD staff that it is replacing its mains as deterioration 

occurs.  Company management informed Staff that whenever two to three clamps are located 

within four to five feet, the Company replaces the main. 

Communication with Customers 

 The Company’s business office is open Monday through Friday 7 a.m. to 4 p.m. and two 

drop boxes are located at the business; one is at the office front door and one is in the parking lot. 

The Company has contracted with a local answering service that answers all calls during 

non-business hours.  Documentation of all calls is provided to the Company at the beginning of 

the next business day and all calls requesting a return call are returned the following day.  

Emergency calls received by the answering service are forwarded immediately to the Company’s 

on-call employee. 

The Company has contracted with a vendor that provides a recorded message on its 

telephone system that plays while customers are placed on hold.  These messages, which could 

include notices regarding high water usage during hot weather, upcoming repair work, etc., are 

changed quarterly. 
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Complaints/Inquiries Handling and Documentation 

 The Company stated that all employees are able to handle complaints and/or inquiries, 

but it is sometimes necessary for the manager to handle difficult customers.  Customer 

complaints/inquiries are logged by the employee handling the call. 

Findings, Conclusions and Recommendations 

 The following discussion presents a summary of the findings, conclusions and 

recommendations pertaining to the Company’s customer service operations.  The information 

presented in this section focuses on the following areas that require Company management’s 

attention: 

• Customer Deposits 

• Billing Statements 

• Payments Received in Drop Box 

• Payment Options 

• After-Hour Collection and Reconnection of Delinquent Disconnects 

• Collection Agency 

Customer Deposits 

The Company is charging a $35.00 customer deposit to all customers required to pay a 

deposit when, according to its tariff, it is allowed to charge a more appropriate amount.  The 

Company’s tariff states:   

A deposit shall not exceed the charges applicable to one billing period plus 
thirty days and shall be computed on the basis of the estimated annual billing 
for service, unless the security deposit is required under the terms of sub-
paragraph (1) of this Rule, in which case the deposit shall not exceed two 
times the highest bill of that customer during the preceding twelve months. 

 
 The primary purpose of the customer deposit is to provide the Company a source of funds 

to draw upon in the event that a customer does not remit payment for final charges for services 

received.  The Company is aware that its write-offs have steadily trended upward during the past 

few years.  Charging those customers required to pay a deposit an amount that is allowed 

through the Company’s tariff would provide the Company a larger amount to apply to the 

customers’ final bill and may therefore assist the Company in decreasing its amount of write-offs 

or at least discontinue to trend upward. 
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THE EMSD STAFF RECOMMENDS THAT COMPANY MANGEMENT: 

Charge an appropriate amount of a customer deposit to those customers required to pay 
a customer deposit. 

 

The Company is routinely applying customer deposits to customers’ accounts following 

twelve months of service with the Company without regard to customer payment history.  The 

purpose of the customer deposit is to provide the Company a source of funds to draw upon in the 

event that a customer does not remit payment for final charges for services received. 

Commission Rule 4 CSR 240-13.030 (4) (D) states “Upon satisfactory payment of all 

undisputed utility charges during the last twelve (12) billing months, it shall be promptly 

refunded or credited, with accrued interest, against charges stated on subsequent bills”.  The 

EMSD staff reviewed a sample of six accounts that had received a customer deposit credit to 

their account.  Four of the six accounts had been charged late fees during their past twelve billing 

months. 

The Company is aware that its write-offs have steadily trended upward during the past 

few years.  Retaining customer deposits until the customers discontinue service with the 

Company for those customers who have not satisfactorily remitted payment of all undisputed 

charges during the last twelve month billing period and applying the deposits to customers’ final 

bills would possibly assist the Company in decreasing its amount of write-offs or at least 

discontinuing to trend upward. 

 

THE EMSD STAFF RECOMMENDS THAT COMPANY MANGEMENT: 

Retain customer deposits of customers who have not satisfactorily remitted payment of all 
undisputed charges during the last twelve month billing period.  Upon termination of 
service, apply the deposit with accrued interest to the final bill and return the balance to 
the customer. 

 

Billing Statements 

 The Company has not performed a cost-benefit analysis prior to making its decision to 

change from postcard billing to full-page billing.  In order to support the Company’s decision, its 

business plan and its activities, a cost-benefit analysis is imperative to document the positive and 

negative impacts of such a major decision. 
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Some of the costs to be evaluated include:  postage; purchase of new equipment, i.e., 

envelope stuffer, envelope sealer, bar coding equipment; labor to mail bills and process return 

payments; and the cost of envelopes. 

 

THE EMSD STAFF RECOMMENDS THAT COMPANY MANGEMENT: 

Perform a cost-benefit analysis to support the Company’s use of postcard billing or full-
page billing. 

 

Payments Received in Drop Box 

 The Company’s process of payments received in its drop box does not adhere to its 

billing tariffs or to Commission Rule 4 CSR 240-13.020 (7).  The payments received in the 

Company’s drop box are collected at 1:00 p.m. daily and posted to the customers’ accounts.  Any 

payments received after 1:00 p.m. are posted to the customers’ accounts on the next business 

day. 

Although this information is posted on the Company’s drop box, this procedure does not 

meet the terms of the Company’s tariff or the Commission Rule.  The Company’s tariff states:  

“The period after which the payment is considered delinquent is 21 days after rendition of the 

bill.”  Commission Rule 4 CSR 240-13.020 (7) states:  “A monthly-billed customer shall have at 

least twenty-one (21) days and  . . . from the rendition of the bill to pay the utility charges.” 

Payments placed in the drop box on the last day payment is to be made are posted on the 

following business day and a late charge of $3.00 or 2% of the unpaid balance, whichever is 

greater, is added to the account.  Customers should be provided an opportunity of 21 full days 

from the rendition of the bill to make payment of their bill. 

 

THE EMSD STAFF RECOMMENDS THAT COMPANY MANGEMENT: 

Ensure that customers receive a full 21-day period after rendition of their bill to make 
payment by discontinuing the practice of charging accounts a late charge that are 
received at the drop box after 1:00 p.m. on the final day to make payment. 

 

Payment Options 

 The Company provides only two payment methods for its customers.  Offering additional 

payment options would be beneficial to the customers as well as the Company.  By offering 

multiple payment options to its customers, the Company would be providing a service to its 

customers that suits their budgeting needs. 
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Some possible payment methods include credit cards, pay-by-phone and direct debit.  

These payment options would provide the Company a speedier transaction process.  The 

Company is aware that its write-offs have steadily trended upward during the past few years.  

Offering other payment options to its customers might possibly assist the Company in decreasing 

its amount of write-offs or at least discontinuing to trend upward. 

 

THE EMSD STAFF RECOMMENDS THAT COMPANY MANGEMENT: 

Examine other possible methods of payment that could be offered to the customers.  
Following analysis of the payment options, implement those that are viable. 

 

After-Hour Collection and Reconnection of Delinquent Disconnects 

 The Company’s current after-hour collection of payment and reconnection of service to 

delinquent disconnects places the Company employee in an unsafe situation.  The employee is 

collecting from the delinquent disconnect customer the amount due to be reconnected and is 

doing so after business hours, from 4:00 p.m. until 9:00 p.m.  Performing these duties during 

hours of darkness and carrying cash creates an unsafe environment for the employee. 

 Commission Rule 4 CSR 240-13.050 (11) states: 

At all times, a reasonable effort shall be made to restore service upon the day 
restoration is requested, and in any event, restoration shall be made not later 
than the next working day following the day requested by the customer. 

 

THE EMSD STAFF RECOMMENDS THAT COMPANY MANGEMENT: 

Examine other possible procedures for after-hour collection of payment and reconnection 
of service to delinquent disconnects.  The Company might wish to consider accepting 
money orders only or possibly performing these duties on the next working day following 
the day requested by the customer.  The Company should ensure the safety of the 
employee performing these duties. 

 

Collection Agency 
 

The Company does not track and monitor the performance of its collection agency 

through the use of a monthly collection report.  Although the Company can obtain the 

information, the Company does not maintain in one location the information documenting 

payments received from its collection agency.  By not having this information located in a report, 

the Company’s ability to monitor and analyze the performance of its collection agency is 

difficult. 
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The Company contracted with this collection agency during the past twelve months and 

the Company should be closely monitoring the collection agency’s performance.  The Company 

is aware that its write-offs have steadily trended upward during the past few years.  By closely 

monitoring the performance of its collection agency, the Company would hopefully be able to 

address its trend of increasing write-offs. 

 
THE EMSD STAFF RECOMMENDS THAT COMPANY MANGEMENT: 
 

Develop and utilize a report that monthly tracks the payments received from the 
Company’s collection agency.  Monitor the information on a regular basis. 
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