OFFICE OF THE CITY AUDITOR
COLORADO SPRINGS, COLORADO

14-01 Colorado Springs Utilities Credit and

Collection Audit

January 2014

Purpose

The purpose of this audit was to evaluate whether Colorado Springs Utilities
was abiding by the internal policies and procedures established for credit and
collection activities while adequately safeguarding resources. An additional
audit objective was to determine that credit and collection activities were
efficient, effective and consistent with industry best practices.

Highlights

Overall, we concluded internal controls were adequate to safeguard
resources. Credit and collection activities complied with policies and
procedures as set forth by management. We noted instances in which
changes to Colorado Springs Utilities credit and collection functions could
improve efficiency and effectiveness or better align activities with industry
best practices.

Colorado Springs Utilities does not charge late fees. Benchmarking by the
Office of the City Auditor, as well as, analysis performed by Colorado Springs
Utilities, indicated the majority of peer utilities applied late fees. Over 80
percent of Colorado Springs Utilities customers pay their balance within the
grace period and would not be affected by a late fee.

Residential customers were charged deposits only when a bankruptcy or
legal judgment existed on the account. Colorado Springs Utilities was
considering charging deposits to customers with previous bad debts.
Approximately 89% of the peer utilities charged deposits for residential
customers.

(Continued on page 2)

Management Response

Management was generally in agreement with our recommendations.
Responses can be found in the attached report.

Recommendations

1) Colorado Springs Utilities
Customer and Corporate
Services should work with
Planning and Financial Services
to evaluate late fee and deposit
policy from an organization
wide perspective. Evaluation
criteria should include both
customer and financial
considerations, and practices in
place in the large public power
industry. Results should be
presented to Utilities Board for
consideration.

2) Analyze the cost of field
activities compared to customer
charges to determine if fee
adjustment is needed.

3) Complete cost benefit
analysis for the remote
electronic disconnect project as
planned. Based on the results
of the cost benefit study,
remote electronic disconnect
meter funding should be
appropriately considered when
prioritizing capital resources.

(Continued on page 2)
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(Highlights continued from page 1) (Recommendations continued from page 1)
Our benchmarking results for Late Fees and Deposits can be found at .
) ) Opportunities for Inprovement
Appendix A and B to this report.

1) Consider the costs and savings of
Fees related to field activities had not been adjusted recently and combining the disconnect notice with

may not recover the cost of the field collection efforts. the monthly bill.

2) Consider whether opportunities exist
Remote electronic disconnect meters eliminate the need for field . .
to increase the coordination between
Credit Operations and the Account

Managers to ensure timeliness of

collection visits, reducing costs and improving safety. Limited
resources and higher priority technological needs have reduced

annual project funding. To date, approximately 5,900 of the 17,250 L BT e —

planned remote electronic disconnect meters were installed. The
accounts.

budget for remote electronic disconnect meters was reduced to
$100,000 in 2013 and project funding for 2014 was uncertain. 3) Consider data collection and analysis
of field collection activities to ensure

optimal use of field resources.

City Council’s Office of the City Auditor
City Hall ¢ 107 North Nevada Avenue ¢ Suite 200 ¢ Mail Code 1542
Colorado Springs CO 80901-1575
Tel 719-385-5991 ¢ Fax 719-385-5699 ¢ Reporting Hotline ¢ 719-385-2387
www.SpringsGov.com/OCA
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