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September 15, 2004 
 
 
 
 
 
THE HONORABLE HAROLD M. RIDEAU, MAYOR, 
  AND MEMBERS OF THE CITY COUNCIL 
CITY OF BAKER 
Baker, Louisiana 
 
We have audited certain transactions of the City of Baker Utility Department in accordance with 
Title 24 of the Louisiana Revised Statutes.  Our audit was performed to determine the cause of 
unusual fluctuations in customer billings and to review management’s policies and procedures 
for the purpose of recommending corrective actions if needed.   
 
Our audit consisted primarily of inquiries and the examination of selected financial records and 
other documentation.  The scope of our audit was significantly less than that required by 
Government Auditing Standards; therefore, we are not offering an opinion on the City of Baker's 
financial statements or system of internal control, nor assurance as to compliance with laws and 
regulations.  Also, as part of our audit, we applied our Checklist of Best Practices in Government 
to the procedures and practices of the City of Baker Utility Department. 
 
The accompanying report presents our findings and recommendations as well as management’s 
response.  Copies of this report have been delivered to council members of the City of Baker and 
others as required by law. 
 

Respectfully submitted, 
 
 
 
Steve J. Theriot, CPA 
Legislative Auditor 
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During the period January 2004 through April 2004, some customers of the City of Baker’s 
(City) utility system experienced unusual fluctuations in their utility bills. Numerous customer 
complaints sparked an audit of the City’s utility system and the cause of the fluctuations.  The 
following findings and recommendations relate to our audit. Management's response is included 
at the end of this report. 
 
Lack of Established Policies and Procedures 
 
Cellular Phones:  The City has not established written policies and procedures to govern the 
business use of its cellular phones. Written policies and procedures for the business use and care 
of cellular phones should be established that (1) contain criteria for the issuance of cellular 
phones to employees based on employee duties and responsibilities; (2) require a review of 
cellular phone contracts annually to determine the minimum amount of airtime minutes needed 
per month and negotiate a new contract when the existing contract expires; (3) require employees 
who are issued a cellular phone to review their monthly bills and identify personal calls made or 
received; (4) require employees to reimburse the City at a standard rate for each minute for 
personal calls; and (5) require review of the monthly bills for correctness and reasonableness of 
phone usage. 
 
Data Security:  The City does not have written policies and procedures related to securing the 
data stored on its computers, identifying critical and noncritical data, and accessing the Internet. 
Though passwords are used to prevent unauthorized use of a computer, physical security is 
lacking.  The City should develop a written back-up contingency and recovery plan for the City's 
computer system that identifies critical and noncritical data.  This contingency and recovery plan 
should be tested periodically for use in the event of a disaster.  The City should also establish 
written policies and procedures addressing Internet access.  Finally, the City should limit 
physical access to office computers, including hardware, software, and documentation to 
authorized personnel.  
 
Accounts Receivable Collection:  Utility customers that have past due account balances are 
allowed up to three months before the account is sent to collections. As of May 31, 2004, the 
City had 506 active accounts totaling $55,026 that were more than three months past due. The 
City should implement policies and procedures that will ensure all delinquent utility receivables 
are collected in a timely manner. Furthermore, the City should take actions to aggressively 
pursue the collection of delinquent amounts.   
 
Records Retention:  The City does not have a formal records retention schedule and not all 
records are immediately filed and preserved in an orderly fashion.  The City should develop a 
records retention schedule and seek approval from the Secretary of State. 
 
Payment Extensions:  The City has no procedures for conducting follow-ups when payment 
extensions are granted or for determining whether or not payment is made by the extension date. 
The City should develop follow-up procedures to ensure that customers are paying by the 
extension deadlines. The City should also ensure that utility services are terminated for those 
customers who do not pay by the deadline.  
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Flat Fee Water Accounts:  Water customers within the city limits do not have meters and are 
charged a flat fee for water consumption. The City has not established procedures to determine 
whether customers receive water after service has been disconnected.  The City should conduct 
periodic inspections to verify that service has not been reactivated without proper approval. In 
addition, the City should consider installing water meters for all customers and billing the 
customer based on consumption. 
 
Meter Readings:  The City does not have written policies or procedures for processing accounts 
where the customer's meter (gas or water) was either improperly read or estimated by the meter 
reader. As a result, some customers experienced unusual fluctuations in their utility bills.  
Though some fluctuation is normal, the City should strive to limit unusual fluctuations.  The City 
should: 

• Generate a report at the close of each billing cycle documenting customer usage 

• Review the usage report regularly to identify unusual fluctuations 

• Determine the cause of unusual fluctuations before billing the customer 

The City should also ensure that meter readings are not estimated by removing the prior month’s 
reading from the meter readers’ hand held devices.  Finally, the City should document the meter 
reader responsible for each reading and rotate routes at least quarterly.  
 
Meter Deposits:  The City has not established written policies and procedures for processing 
meter deposits.  The City should establish policies and procedures to ensure that customer meter 
deposits are properly recorded and maintained and meter deposits recorded in the general ledger 
are reconciled to the detailed listing of customer meter deposits and to the related bank account.   
 
In addition, the City should maintain a current inventory listing within the Public Works 
Department of all gas and water meters placed into service to include the following: 

• Serial number indicated on the meter 

• Date the meter was placed into service 

• Service location 

• Person that installed the meter 

Furthermore, the City should require the Department of Public Works to perform periodic 
inventory of its meters and at least annually reconcile the meter inventory to a listing of 
customers billed for service.   
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Noncompliance With Policies and Procedures 
 
Disbursements:  The City does not consistently follow its current policy and procedures for 
disbursements. Detailed written procedures for processing disbursements are necessary for a 
clear understanding of what to do, when to do it, and who should do it to meet management's 
expectations.  Written procedures also help cross-train staff and maintain operational continuity.  
In addition, proper documentation supporting all disbursements lessens the possibility that errors 
and irregularities could occur and go undetected.  
 
Employee Attendance:  The City does not consistently enforce its policy of requiring leave slips 
to document when an employee is absent from work. By not properly recording the actual hours 
an employee works, payments could be made to the employee for time not worked, leave 
balances could be incorrectly charged, or employees who work additional hours may not be 
properly compensated.  The City should enforce its policy of requiring leave records to 
document when an employee is absent from work. 
 
 
Customer Billings 
 
Utility Billing:  During the period April 2001 through May 2004, the City did not assess $585 in 
penalties and fees and billed a total of $1,518 in penalties and fees although utility services were 
disconnected or the residence was vacant. The City's utility policy provides that customers are 
billed each month and that bills are due and payable upon receipt of the bill. Late payment 
subjects the customer to penalties, fees, and disconnects.  
 
Assessing penalties and fees to residences that are disconnected or vacant overstates the City's 
accounts receivable creating a false impression of expected revenue.  The City should cease 
assessing penalties and fees for residences where services have been disconnected or are vacant.  
The City should also implement policies and procedures that require the following: 
 

• Periodic site visits to confirm whether a residence is vacant 

• Monthly review of the cutoff report before bills are prepared 

• Verification of all disconnections by someone independent of the Utility 
Department 

Customer Utility Cutoffs:  The City does not uniformly enforce its cutoff policy.  City policy 
states that customers who have not paid their bill within five days of the past due date will 
receive a 24-hour disconnect notice. The cutoff day for each billing cycle is the day following 
the disconnect notice.  The City should uniformly enforce its cutoff policy.  The City should also 
establish specific cutoff days for each billing cycle to reduce the likelihood of customers 
receiving services after the cutoff date. 
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Nonsufficient Funds:  City policy provides that insufficient funds or account closures will cause 
a customer's service to be disconnected without notice. However, in many cases, services are not 
disconnected until the next cutoff report is prepared (approximately 30 days).  The City should 
enforce its policy and disconnect services for those customers who attempt to pay their bill with 
insufficient funds.  
 
 
Inadequate Segregation of Duties and 
  Lack of Management Oversight 
 
During our audit of the Utility Department, we noted that the same employee performs a variety 
of duties that are incompatible for the proper segregation of duties.  We also noted that 
management beyond the department level provided little or no oversight.  A lack of proper 
segregation of duties and management oversight could allow irregularities to go undetected 
during the normal course of business. 
 
The City should consider hiring an additional employee in the Utility Department or 
reorganizing it to properly segregate the duties of: 
 

• Preparing customer billings 

• Preparing cutoff notices 

• Preparing account adjustments 

• Issuing extensions 

The City should also implement policies and procedures that require the Director of Public 
Works to review cutoff reports to ensure that the appropriate utility services were disconnected 
and reconnected each month.  Finally, the City should require all supervisors to perform periodic 
reviews and evaluations of their subordinate staff and maintain records of those evaluations. 
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The City of Baker (City) was incorporated as a village in 1944 and officially became a city in 
1962.  The City currently has a population of 13,483. The City's Utility Department serves 
approximately 5,500 utility customers both inside and outside the city limits. 
 
The Utility Department bills its customers for gas, water, sewer usage, and garbage disposal.  
The City has 29 different customer routes that are divided into three different cycles to alleviate 
congestive billing.  The first two digits of the customers' account number determine their billing 
cycle. 
 
The timing of customers’ monthly meter readings as well as their billing periods depends on 
their billing cycles. There is one cutoff per each billing cycle. The City's utility policy provides 
that customers are billed on the Tuesday, for cycle 1, of the second week of each month, cycle 2, 
the third week, and cycle 3, the fourth week. 
 
The past due date for cycle 1 is the Monday of the second week of the following month of 
service; for cycle 2, the Monday of the third week of the following month; and for cycle 3, the 
Monday of the fourth week of the following month. Bills are due upon receipt and will become 
delinquent on each cycle's past due date with an added 5% penalty. The customer must pay the 
gross amount on a past due account. 
 
Customers who have not paid their bills within five days of the date when the past due notice is 
mailed out will receive a 24-hour disconnect notice (red-tag) delivered to their premises.  The 
cutoff day for each cycle is the day following the disconnect notice. 
 
On March 19, 2004, Mayor Leroy Davis notified the legislative auditor of allegations of possible 
improprieties in the City's Utility Department. This examination was performed to determine the 
propriety of this allegation. 
 
The procedures performed during this examination consisted of the following: 
 

(1) interviewing employees and officials of the City; 
 
(2) interviewing other persons as appropriate; 
 
(3) examining selected documents and records of the City; and 
 
(4) reviewing applicable state laws and regulations. 
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