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Billing Procedures Review 



Fi
le

na
m

e.
pp

t/
3 

NapaSan requested that Carollo review the current billing 
procedures for appropriateness, and evaluate alternatives 

• Residential and commercial ratepayers receive semiannual bill 
from Napa County 

• Industrial receive monthly direct from NapaSan 
Property Tax  

Assessment (status quo) 

• NapaSan would contract with Napa and American Canyon 
• Wastewater bill would arrive bi-monthly along with water bill Contracted Billing with 

Cities 

• NapaSan would generate and distribute bills, process 
payments, and provide customer service. 

• All services would be managed in-house (some tasks with 
vendors). 

Direct Billing from 
NapaSan 
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Our analysis tested several components for each alternative 
billing methodology 

Staffing Fiscal 
Policies 

Billing  & 
Payment 
Systems 

Costs Customer 
Impacts 
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Staffing: Current personnel levels would likely need to 
increase under the alternative methods 
Staffing 
Category 

Current 

Customer 
service 

1 

Cashier - 
Billing - 
Total FTEs 1 

• Direct billing would likely 
necessitate several new hires 
− Security enhancement would be 

needed for cashiers 

• Contracted billing may be feasible 
without new hires by assigning 
new tasks to existing staff 

 

Staffing 
Category 

Current Direct 
Billing 

Contracted 
Billing 

Customer 
service 

1 1-2 1 

Cashier - 2 - 
Billing - 0.5 – 2  1 
Total FTEs 1 3 – 5 2 
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Staffing Fiscal 
Policies 

Billing  & 
Payments Costs Customer 

Impacts 
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Fiscal Policies: The billing alternatives could provide NapaSan 
with flexibility in its fiscal policies 

• Cash flow reserve target: 6 months of expenses 
• Due to semi-annual revenues 

Current Fiscal Policies 

• NapaSan would no longer need to cover 6 months of 
expenses at a time 
• Could transition to a more typical 90-120 day reserve policy 

Bi-Monthly Billing Methods 
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Billing: Each alternative would have very different payment 
method considerations 

• NapaSan calculates commercial bills 
• Napa County generates and sends property tax bills to 

customers on a semiannual basis 
Current 

• NapaSan would need to acquire a billing software to process 
and generate bills 

• NapaSan would either print and mail in-house or with a vendor 
Direct 

• Napa and American Canyon billing systems likely need upgrade 
in order to handle wastewater billing Contracted 
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• Billing software 
− Contracted agencies would implement 

any upgrades needed 

− NapaSan would need to cover costs 
for upgrades and payment processing 

• Printing and postage 
− Contracted agencies already have 

procedures in place 

• Billing software 
− Procurement of new billing software 

necessary 

− Would need to take into account data 
from Napa & American Canyon 

• Printing and postage 
− Peer agency reported that many cost-

competitive vendors are available 

− NapaSan would likely qualify for 
reduced commercial postage rate 

Billing: New or upgraded billing software would be 
needed in either alternative 

Direct Billing Contracted Billing 
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Payments: Each alternative would have very different 
payment method considerations 

• Napa County sends property tax payments directly to 
NapaSan on a semi-annual basis Current 

• NapaSan would need to arrange methods of payments 
for customers (cash, check, credit, etc.) 

• Would also need a lockbox service for mail payments 
Direct 

• Napa and American Canyon would be responsible for all 
payment collection 

• NapaSan would receive regular transfers 
Contracted 



Fi
le

na
m

e.
pp

t/
13

 

• Delinquencies 
− Delinquent balances would be 

enforced by the contracted cities 

− Cities would have water shut-off 
authority for nonpayment 

− Peer agency reported very low 
delinquency rate (<1%) 

• Vacancies  
− Water bills are not sent out typically, 

resulting in revenue shortfalls 

• Delinquencies 
− Delinquent balances are transferred to 

the property tax bill, along with 
penalties and interest 

− Peer agency reported that penalty 
revenue substantially offset the 
additional costs of direct billing 

• Vacancies  
− Owner of vacant parcels would 

continue to receive a bill 

Payments: Delinquencies and vacancies bring differing 
impacts under the alternatives 

Direct Billing Contracted Billing 
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Billing  & 
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Costs: Both of the alternative billing methods would increase 
costs for NapaSan, both immediately and going forward 
Cost Item Upfront Costs 

Current Direct Contracted 
AR/Billing Software $- $90,000  $20,000 
Lockbox Service 1,000  
Printing & Postage 
Security  150,000  
Processing Fees 
Add’l FTEs 20,000  $5,000 
Contract Fee 

Subtotal Costs $- $261,000 $25,000 
Offsetting 
Revenues & Losses 

Net Expenses $- $261,000 $25,000 

Ongoing Annual Costs 
Current Direct Contracted 

$- $5,000  $- 
13,300  

133,000  

236,000  
464,000  116,000  

$12,500 289,000  

$12,500 $615,300 $641,000 

-236,000 850,000  

$12,500 $379,300 $1,491,000  
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Costs: Both of the alternative billing methods would increase 
costs for NapaSan on per account basis 
Method Annual Cost Annual Cost per 

Connection 
Annual Cost per EDU 

Current $12,500  $0.34  $0.31  

Direct, after offsetting revenues 
due to delinquencies $379,300  $10.25  $9.37  

Contracted, after lost revenues due 
to vacancies $1,491,000  $40.30  $36.81  
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• Alternatives would increase the bill 
− But would space it over smaller 

payments, potentially benefitting 
lower and fixed income customers 

• Both alternatives could impact 
income restricted residents 
− Landlords could more easily shift costs 

to tenants 

− Late fees and penalties would 
increase, which impact lower income 
residents more 

• Direct 
− Opportunity to interact more regularly 

with customers 

• Contracted 
− May result in confusion as to who is 

providing service 

Customer Impacts: Aside from cost impacts, customers 
could see some other impacts from the alternatives 

Outreach Affordability 
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Recommendation: The current billing method is 
recommended based on this analysis 

Current Direct Contracted 
Staffing 
Needs 

Fewest 
FTEs 

Most FTEs More FTEs 

Fiscal 
Policies 

Least 
flexible 

More 
flexible 

More 
flexible 

Billing 
System 
Upgrades 

None 
needed 

Most 
needed 

Some 
needed 

Costs Lowest cost Higher cost Highest 
cost 

Customer 
Impacts 

Status quo; 
Largest 

payments, 
but lowest 

bill 

Higher bill; 
greater 

outreach; 
greater 

penalties 

Highest bill; 
no 

additional 
outreach 

• The alternative methods would 
increase costs and have potentially 
negative impacts on customers  

• Reserve policies could become 
more flexible under the 
alternatives 
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