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Dcccjnbcr28, 2011 

Honorable Mnyors of the 
Towns of Ncwelllon and St. Joseph, Louisiana 
Jointly Owned Gas Line Operation and Maintenance Fund 
St. Joseph, Louisiana 

IiidcDeiuicnt Anditur's Report 

We have audited the accompanying financial statements of the Towns of Newellton and St. Joseph, 
Louisiana Jointly Owned Gas Line Operation and Maintenance Fund (the Joint Gcis Line) as of and for the 
year ended June .30, 2011, as listed in the table of contents. These financial statements arc the 
responsibility of the Joint Gas Line's management. Our responsibility is to express an opinion on these 
statements bused on our audit. 

We conducted our audit in accordance with auditing standards generally accepted in the United Stales of 
America, the staiidard.s for fmancial audits contained in the Government Auditing Standards, issued by tlie 
Comptroller General of the United States, and the Louisiana Governmental Audit Guide, issued by the 
Louisiana Legislative Auditor and the Louisiana Society of Certified Pubiic Accountants. Those standards 
require that we plan and perform the audit to obtain reasonable assurance about whether the financial 
statements arc free of material misstatement. An audit includes examining, on a test basis, evidence 
supporting Ihe amounts and disclosures in the financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by management, as well as evaluating the overall 
financial siaicment presentniion. We believe that our audit provides a reasonable basis for our opinion. 

In our opinion, the financial statements referred lo :ibove present fairly, in nil material respects, ihc finaticial 
position of tiic Joint Gas Line as of June 30, 201 1. and the changes in its financial position and cash Hows 
for the year then ended in conformity wilh accounting principles generally accepted in the United States of 
.America. 

In accordance with Government Auditing Stamtards, we have also issued our report dated December 28, 
2011, on our consideration of the Joint Gas Line's inicj nal control over fmancial reporting, and our tests of 
its compliance with certain provisions of laws, regulations, contracts, grant agreements and other matters. 
The purpose of that report is to describe the scope of our testing of internal control over financial reporting 
ajid compliance and the results of that testing and nol to provide an opinion on the interna! control over 
financial reporting or on compliance. That report is an integral part of an audit performed in accordance 
with Government AuditiJig Standards and should be considered in assessing tlic results of our audit. 

The matiagemcnt*s discussion and analysis on pages 2 through 4 is nol a required part of the basic financial 
siatemenls but is supplementary information required by accounting principles generally accepted in the 
United States of America. Wc have applied certain iimiied procedures, which consisted principally of 
inquiries of management regarding the methods of measurement and presentation of the required 
supplementary information. However, wc did not audit the information and express no opinion on it. 
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TOW^NS OF NEWELL I ON AND S 1\ .lOSEPIL LOUISIANA 
JOINTLY OWNED GAS LINE OPERATION AND MAINTENANCE FUND 

MANAGEMEN'I'S DISCUSSION AND ANALYSIS 
FOR rHE YEAR ENDED JUNE 30, 2011 

/\s management of the Joint Gas Line, wc offer readers of the John Gas Line financial statements lliis 
narrative overview and analysis of the financial activities of the Joint Gas Line for the fiscal year ended 
June 30, 2011, It is designed to assist the reader in focusing on significant financial issues, identify 
changes in ihc Joint CJas Line's financial position, and identify material deviations and individual fund 
issues or concerns. 

FinanciiU Highlights 

<» The assets of the Joint Gas I îne exceeded its liabilities at the close of the most recent fiscal 
year by 5242,786 (net a.ssets). Of this amount, 5242,786 (unrestricted net assets) represents 
the portion of net assets, which is not invested in capital assets or otherwise restricted. 

o The government's total net assets increased by $60,446 during Ihe year ended June 30. 2011. 
This was caused by an excess ofrevenues over expenses. 

Overview of the Financiid Statements 

Under the provision of G/\SB Statement 14, The Financial Reporting Rntity, the Joint Gas Line is 
considered a special-purpose, stand-alone unit ofthe local government. 

Tills discussion and analysis is intended lo serve as an intioduclion lo tiie Joint Gas Line's basic financial 
statements. The Joint Gas Line's basic financial statements arc comprised of the following components: 
1} Statemenl of Nel Assets, 2) Statement of Activities, 3) Statement of Cash Flows, and 4) Notes to the 
Financial Statements. This ropoil also contains other supplementary information in addition to the basic 
financial statements themselves. 

Tlic Statement of Net Assets presents information on all of the Joint Gas Line's assets and liabilities, with 
the ditTerencc between the two reported as net assets. Over time, increases or decreases in net assets may 
serve as a u.scful indicator of whether the financial position of the Joint Gas Line is improving or 
deteriorating. 

The Statement of Revenues, Expenses, and Ciianges in Net Assets presents information showing how the 
Joint Gas Line's net assets changed during the most recent fiscal year. All changes in net assets arc 
reported as .soon as the underlying event giving rise to the change occurs regardless of the timing of related 
cash flows. 

Fund Financiiil Stiitements. A fiuid is a group of related accounts that is used to maintain control over 
resources that have been segregated for specific activities or objectives. The Joint Gas Line, like other 
state and local governments, uses fimd accounling to ensure and demonstrate compliance with 
finance-related legal requirements. All of the funds of the Joint Gas Line can be reported as in one 
category: a proprietary fund. 

Proprietary Funds. The Joint Gas Line maintains one type of proprietary fund. Enterprise funds are 
used to report the same functions presented as business-type activities in the government-wide financial 
statements. Proprietary funds provide the same type of information as the government-wide financial 
statements, only in more detail. 



The proprietary fimd financial statements can be found on pages ,5, 6, and 7 of ihis report. 

Notes lo the Financini Statements. The notes provide additional information that is essential to a full 
understanding ofthe data provided in the government-wide and fund financial statements. The notes to the 
financial statements begin on page S of thi.s report. 

Government-Wide Financial Analysis 

As noted earlier, net assets serve over time as a useful indicator of a government's financial position. 
In tiic case of the Joint Gas Line, assets exceeded liabilities by approximately $243,000 at the close of the 
most recent fiscal year. 

For the years ended June 30, 2011 and 2010, net assets changed as follows: 

2011 2010 

Beginning mt assets 182,340 467,471 
Increase (decrease) in net assets 60,446 14,869 
Distributions (rebates to partners) i_ (300.000) 
Ending nel assets . 242.786 _a8.2,34Q 

The following schedule presents a summary of revenues and expenses for the years ended June 30, 2011 
and 2010. 

2011 2010 

Revenues: 
Ciiarges for services 339,200 423,322 
Interest income 392 877 

Total 339,592 424,199 

Expenses: 
Cost of snies 
Other expenses 

Total 

Net inconic 

Business-Type Activities. Business-type activities increased the Joint Gas Line's net assets by $60,446 in 
2011. Revenues and cost of sales were down significantly for the year. Other expenses also decreased 
52,590 and no distributions to the owners were made this year. The key element of this change was a 
reduction in demand for gas by consumers. 

Financial Analysis ofthe Government's Funds 

As noted earlier, the Joint Gas Line uses fund accoimting to ensure and detnonstrate compliance wilh 
finance-related legal requirements. 

The focus of the Joint Gas Line's goveinment funds is to provide information on near-term infiows, 
outfiows, and balances of spendable resoiuces. Such information is useful in assessing the Joint Gas 
Line's financing requirements. 

232,064 
47,082 

279,146 

„ „ 6ilA4^. 

359.658 
49.672 

409.330 

„L4J<?2 



As of the end of tlie cmTcnt fiscal year, the Joint Cias Line's fund reported combined ending fund balances 
of 5242,786, an increase of $60,446 in compari.son witii the prior year. Approximately one hundred 
perce/it of tliis total amount ($242,786) constitutes unreserved fund balance, which is available for spending 
at the Joint Gas Line's discretion. 

Capital Asset and Debt Administration, The government has no capital as.sets or outstanding debt. 

Economic Factors and Next Year's Rates 

Factors considered in planning for the Joint Gas Line's 2012 fiscal year included the impact that will be 
made by fiuctuating gas prices. This could impact the Joint Gas Ljne's revenue. 

Requests for Information 

This financial report is designed to provide a general overview of the Joint Gas Line's fiiiances for all of 
those with an interest in the government's finances. Questions concerning any ofthe information provided 
in this report or requests for additional financial information should be addressed to Mayoi' Edward Brown, 
P. O. Box 217, St. Joseph, Louisiana. 71366. 



BASIC FINANCIAL STATEMENTS 



rOWNS OF NPnVELLTON AND ST. JOSEPH, LOUISIANA 

JOINTLY OWNED GAS LINE OPERATIONS AND MAINTENANCE FUiND 

STATEMENT OF NET ASSE fS 

JUNE 30,2011 

A S S E T S 

Cash 148.907 
/\ccounts receivable, net of allowance for 

doubtfiil accounts of 517,523 104.737 

Total assets 253.644 

LIABILITIES AND FUND EQUri'Y 

Liabilities: 

Accounts payable 10.695 
Customer deposits t_63 

loial liabilities 10,858 
Net assets: 

Uiu'csiricied nef assets 242,786 

Total liabilities mid nmd equity 253.644 

The accompanying notes are an integral part of these financial statements. 



rOWNS OF NEWELLTON AND ST. JOSEPH, LOUISIANA 

JOINTLY OWNED GAS LINlC OPERATIONS AND MAINTICNANCE FUND 

STATEMENT OF ACTIVITIES 

FOR ITIE YEAR ENDED .JUNE 30, 2011 

Revemies: 

Charges for .services 339,200 

Cost of sales 232.064 

Gross profit from oi)cralions 107,136 

Expenses: 

Salaries and wages 24.000 
Payroll taxes 7,851 
Legal and audit 6.825 
Repair and maintentince 7,769 
Other 637 

Total expenses 47,082 
Operating income 60,054 

NonoDoralint; income and expenses: 

Interest income 392 

Net inettme 60,446 

.Net assets, bcginmnK ofyear 182.340 

Net assets, end ofyear 242.786 

The accompanying notes are an integral part of these financial statements. 



TOWNS OF NEWT.LLTON AND ST. JOSEPH, LOUISIANA 

JOINTLY OWNED GAS LINE OPERATIONS AND MAIN PENANCE FUND 

STATEMENT OF CASH FLOWS 

FOR THE YEAR ENDED JUNE 30, 2011 

Cash flows from operatimi activities: 
Receipts from customers 247.300 
Payments for employee services (31,053) 
Payments to suppliers (223,962) 
Payments for other expenses .(.L5.:2_3i) 

Net cosh (used) by operating activities (22,946) 

Cash flows from investing activities! 
Redemption of investments 25,236 
Interest income 392 

Net cash provided by investing activities 25,628 

Net increase in cash 2,682 

Cash at beginning of year 146.225 

Cash at end of vear .. 148.907 

Reconciliation of operating income to net cash provided by 
operating activities: 

Operating income 60,054 

Adjustments to reconcile operating income to net cash provided by 
operating activities: 

Accoimts receivable (91,900) 
Accounts payable and accrued liabilities 8,900 

Total adjustments (83,000) 

Nel cash provided by operating activities ',r.?.:?.4^^ 

The accompanying notes arc an integral part of these financial statements. 



TOW^NS OF NEWELLTON AND ST. JOSEPH, LOUISIANA 

JOLNi LY OWNED GAS LINE OPERATIONS AND MAIN I'ENANCE FUND 

NOTES TO THE ITNANCIAL STATEMENTS 

JUNE 30, 2011 

INTRODUCTION 

The Town of Newellton and the Town of St. Joseph. L^ouisiana Jointly Owned Gas I..ine Operations and 
Maintenance Fund (the Joint Gas Line) is a joint venture of the two Northeast Louisiana towns. Its purpose is to 
provide natural gas to the two towns for resale lo their citizens and approximately fifteen other customers in the 
service area. The gas is transmitted from local gas fields by way of two pipelines to the towns. The Board of 
Aldermen and the Mayors of the two Towns govern the Joint Gas Line. 

L Summary of Significant Accounting Policies 

(a) Basis of Presentation - Vum) Aceounting 
The accompanying financial statements of the Joint Gas Line have been prepared in conformity 
with accounting principles generally accepted in the United States of America (GAAP) as applied 
to governmental units. The Governmental Accounling Standards Board (GASB) is the accepted 
standard setting body for establishing governmental accounling and financial reporting principles. 

(I>) Reporting Entity 
/Vs the municipal governing authority, for reporting purposes, the Joint Gas Line is considered a 
separate reporting entity. The financial re[>orting entity consists of (a) the primary government, 
the Joint Line, (b) organizations for whicli the primary government is financially accountable, and 
(c) other organizations for which nature and sigiiificunce of their relationship with the primary 
government arc such that exclusion would cause the reporting entity's financial statements to be 
misleading or incomplete. 

Under the provisions of GASB Statement No. 14, The Financial fieporting Entity, the Joint Gas 
Line is considered a special-piu'posc, stand-alone unit of local government. Both Towns share 
equally in ihe financial accountability and management, thus it cannot be a component unit of 
either. 

(c) Fund Accounting. 
The Joint Gas Line uses a fund to report on its financia! ])osition and tlie results of its operations. 
Fund accounting is designed to demonstrate legal compliance and to aid financial management by 
segregating transactions relating to certain governmenl functions. 

A fund is a separate accounting entity with a self-balancing set of accoimts. The Joint Gas Line 
uses the proprietary fund for all cf its operations. A description of the proprietary fund is as 
follows; 

Proprietary Funds 

Proprietary h\uds are used to account for activities similar to those found in the private sector, 
where the determination of net income is necessary or useful lo sound financial administration. 



I. Smnmnry of SiguiUcant Accounting Policies (Continued) 

The Joint Gas IJne functions as an Enterprise-type Proprietary fund to account for operations (a) 
where the intent of the governing body is that the cost (expenses, including depreciation) of 
providing goods or services to the general public on a continuing basis be financed or recovered 
primarily tlirough user charges, or (b) where the governing body has decided that periodic 
determinations ofrevenues earned, expen.ses incurred, and/or net income is appropriate for capital 
maintenance, public policy, managemeju control, accountability, or other purposes. 

(d) Basis of Accounting 
On July I, 2003, the Joint Gas Line adopted the provisions ofthe Governmental Standards Board 
Statement No. 34, litisic Financial Statement •- aud Management's Discussion and Analysis - for 
State and Local Governments. Statement No. 34 establishes standards for external reporting for 
all state and local governmental entities, which includes a Statement of Net Assets, a Statement of 
Activities, and a Statement of Cash Flows. It also requires that classifications of net assets into 
three components - invested in capital assets, net o( related debt; restricted; and unrestricted. 
These classifications arc defined as follows: 

Invested in capital assets, net of related debt --This component of net assets consists of 
capital assets net of accumulated depreciation and reduced by the outstanding balances 
of any bonds, mortgages, noles or otlici' borrowings attributed to the acquisition, 
construction, or improvement of those assets. 

Restricted net assets - This component of nel assets consists of those net as,seis on which 
constraints have been placed externally by creditors (such as through debt covenant), 
grantors, contributors, laws or regulations of other governments, or laws through 
constitutional provisions or enabling legislation. 

Unrestricted net assets - This component of net assets consists of net assets that do nol 
meet the definition of "restricted" or "invested in capital assets, net of related debt." 

The Joint Gas Line has elected not to apply Financial Accounting Standards Board Statements and 
Inleipretations issued since November 30, 1989 unless they are adopted by the GASB. 

The accounling and fiiiancial reporting treatment applied to a fund is determined by its 
measurement focus. Proprietary fimds are accounted for on a flow of economic resources 
measurement focus and a determination of net income and capital niaintenance. With this 
measurement focus, all as.sets and all liabilities associated v̂ 'ith the operations of these funds are 
included on the statement of net assets. The proprietary fund uses the accrual basis of accounting. 
Revenues are recognized when earned and expenses are recognized at the time the liability is 
incurred. 

The Joint Gas Line distinguishes operating revenues and expense from non-operating items. 
Operating revenues and expenses generally result from providing services in connections with the 
Joint Gas Line's principal ongoing operations. Their principal operating revenues are charges to 
customers for service. Customers arc billed monthly for the service received during the month, 
Operating expenses include the cost of .services and administrative expenses. All revenues not 
meeting this definition arc reported as non-operating revenues and expenses. 

The charges for these services are as follows: 

1. The Joint Gas Line is charged cacli month hv the gas it uses. This vaiies from month to 
month, bill averaged $5.52 per MCF delivered in the fiscal year ended June 30,2011. 



Summary of Significant Accounting Policies (Continued) 

2. All commercial and residential customers are billed monthly at a charge of $15.00 per 
MCF delivered. 

3. The Town of Waterproof, Louisiana and the Locust Ridge Gas Company are charged 
$.20 and $.07, respectively, for each MCF that they transport through the pipeline 
owned jointly by the Towns of Newellton and St. Joseph, Louisiana. 

(e) Budgets 
The Joint Gas Line is nol required lo and does nol adopt a budget. 

(0 Cash and Cash Equivalents 
Cash includes amounts in demand deposits, interest-bearing demand deposits, and time deposits. 
Cash equivalents include amounts in those time deposits and investments with maturities of 90 
days or less. Under state law, the Joint Gas Line may deposit funds in demand deposits, nioney 
market accounts, or time deposits with state banks organized under Louisiana Law and national 
banks with principal offices in Louisiana. 

(g) U.se of Estimates 
The preparation of financial siatemenls in accordance with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the reported 
amounts of assets and liabilities and disclosure of contingent assets and iiabiiitles at the date ofthe 
financial statements and the reported amount of revenue and expense during the reported period. 
Actual results could differ from those estimates. 

Cash and Investments 
State statutes require the Joint Gas Line to invest surplus cash balances in obligations of the United States 
Treasury, time certificates of deposit, and any other federally insured investments. At June 30, 2011, the Joint 
Gas Line had cash and investments (book balances) as follows; 

Demand deposits 148,907 
Time deposits -

148.907 

Under state law, federal deposit insurance or the pledge of securities owned by the fiscal agent bank must 
secure these deposits (or resulting bank balances). The market value of each ofthc pledged securities plus 
federal deposit insurance must at all times equal the amount on deposit v/iih the fiscal agent. These securities 
aie held in the nameof the pledging fiscal agent in a holding custodial bank that is mutually acceptable lo both 
parties. 

Al June 30, 2011, the Joint Gas Line had $145,589 in deposits (collected bank balances). These balances are 
secured from risk by $250,000 of Federal deposit insurance and $-0- of pledged securities held by the custodial 
bank in the name of the fiscal agent bank (GASB Category 2.) Even though the pledged .securities (if present) 
are considered uncollateralized (Category 2) under the provisions of (GASB) Statement 3. Louisiana Revised 
Statutes 39:1229 imposes a statutory requirement on the custodial bank to advertise and sell the pledged 
securities within 10 days of being notified by the Joint Gas Line that the fiscal agent failed to pay deposited 
fimds upon demand. 



3. Accounts Receivable 
'fradc accounts receivable at June 30, 20! i are summarized as follows: 

Towns of Newellton and Sl. Joseph, Louisiana 98,619 
Other customers 23.641 

122,260 
Less allowance for doubtful accounts (17.523) 

Nel accounts receivable 104.737 

The Joint Gas Line has elected to record its bad debts using the allowance for doubtful accounts method. 
The amount that is charged to the allowance account is determined by the use of historical collection data and 
specific accoimt analysis. 

4, Related Party Transactions 
The towns of Newellton and St. Joseph, Louisiana jointly own the gas line that supplies natural gas toeacii of 
llie towns. Each town purchases gas from the Joint Gas Line for resale lo their citizens. For the year ended 
June 30, 2011, the purchase of gas by each town was as follows: 

Town of Newellton, Louisiana 127,426 
Town of St. Joseph, Louisiana 156,918 

284.344 

As of June 30, 20! I, the amount due from each town for gas purchases was as follows: 

Town of Newellton, Louisiana 27,658 
Town of Sl. Joseph. Louisiana 70.961 

Conunitnients, Contingencies, and Concentrations 
'i"he Joint Gas Line purchases 100% ofthc natural gas il sells from Locust Ridge Gas Company. Locust Ridge 
Gas Line, which is owned by a private investor, has continued to supply natural gas lo the Joint Gas Line 
without a signed contract. At June 30, 2011, the Joint Gas Line is still in negotiations with the owner for the 
continuation of the supply of natural gas, but no contract lias been signed by either party. 
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December 28, 201 

Honorable Mayors of the 
Towns of Newellton and St. Josepii, Louisiana 
Jointly Owned Gas Line Operation and Maintenance Fund 
St. Joseph, Louisiana 

Report on Internal Control Over Financial Reporting and on 
Coninliance and Other Matters Based on an Audit of Financial Statements 

Porfnrmed in Accordance with Government Auditins Standards 

Wc have audited the financial statements of the 'fowns of Newellton and St. Joseph, Louisiana Jointly 
Owned Gas Line Operation and Maintenance Fund (the Joint Gas Liiic) as of and for the year ended 
June 30, 2011, and have issued our report thereon dated Decen^ber 28, 2011. We conducted our audit in 
accordance with auditing standards generally accepted in the LInitcd States of America; the standards 
applicable to financial audits contained it) Government Auditing Standards, issued by the Comptroller 
General of the United States; and the Louisiana Governmental Audit Guide, issued by the Louisiana Society 
of Certified Public Accountants and the Louisiana Legislative Auditor. 

Intei-nal Contix)K)yer_l''naiicial Reporting 
In planning and performing our audit, we considered the Joint Gas Line's internal control over financial 
reporting as a basis for designing our auditing procedures for the purpose of expressing our opinion on the 
financial statements, but nol for the purpose of expiessing an opinion on the effectiveness ofthe Joint Gas 
Line's interna! control over financial reporting. Accordingly, we do not express an opinion on the 
effectiveness of the Joint Gas Line's internal control over financial rcpoiling. 

Our consideration of internal control over financial reporting was for the limited jnirposc described in the 
jjrcceding paragraph and was not designed to identify nil deficiencies in ititerna! control over financia! 
reporting that might be significant deficiencies or miUerial weaknes.scs and therefore, there can be no 
assurance that all deficiencies, significant deficiencies, or material weaknesses have been identified. 
However, as described in the accompanying schedule of findings and quesfioned costs, we identified 
certain deficiencies in internal control over financial reporting that we consider to be material weaknesses 
and other deficiencies that we consider lo be significant deficiejicies. 

A deficiency in internal control exists when the design or operation of a control docs not allow management 
or employees, in the normal course of performing their assigned functions, to jirevent, or detect and correct 
misstatements on a timely basis. A material weakness is a deficiency, or a combination ofdeficiencies, 
in internal control such that there is a rcasoiuiblc possibility that a material misstatement of the entity's 
financial statements will not be prevented, or detected and corrected on a timely basis. We consider tlie 
deficiencies described in the accompanying schedule of findings and questioned costs as items 2011-01 and 
20! 1-02 to be material weaknesses. 
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A significant deficiency is a deficiency or a combination of deficiencies in internal control that is less 
severe tlian a material weakness, yet important enough to merit aticniion by those cliaiged with govcrmince. 
We consider the deficiency described in the accompanying schedule of findings and questioned costs as 
item 2011-03 lo be a significant deficiency. 

Compliance wnd Other Mailers 
As part of obtaining reasonable assurance about whether the Joint Gas Line's financial statements are free 
of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grants, noncompliance wilh which could have a direct and material effect on the 
determination of financial statement amoiuits. However, providing an opinion on compliance with lho.se 
provisions was nol the objective of our audit, and accordingly, we do not express such an opinion. The 
results of our tests disclosed no instances of noncompliance that are required to be reported under 
Governmenl Auditing Standards. 

The Joint Gas Line's response to tlie findings identified in our audit is described in the accompanying 
schedule of findings and questioned costs. We did nol audit the Joint Gas Line's response and, 
accordingly, we express no opinion on it. 

This report is intended solely for the information and use of management of the Joint Gas Line and the 
l..egislative Auditor for the State of Louisiana and is nol intended to be and should not be used l̂ y anyone 
other than these specified parties. Under Louisiana Revised Statute 24:513, this report is distributed l)y the 
Legislative Auditor as a public document. 
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TOWNS OF NEWELLTON AND ST. JOSIilPH, LOUISIANA 

JOINTLY OWNED GAS LINE OPERATIONS AND MAINTENANCE FUND 

SCHEDULE OF FINDINGS AND OUESTIONED COS LS 

FOR THE YEAR ENDED JUNE 30, 201 i 

A. SUMMARY OF AUDIT RESULTS 

1. The auditor's report expresses an unqualified opinion on the basic financial statemenls ofthe 
Towns of Newellton and St. Joseph, Louisiana Jointly C^wned Cias Line Operation and 
Maintenance Fund (tlie Joint Gas Line). 

2. Three deficiencies in internal control relating lo the audit of the basic financial statements are 
repoited. Two are material weaknesses; one is a significant deficiency. 

3. No instances of noncompliance were disclo.sed during the audit. 

4. The Joint Gas Line was not subject to a Federal Single Audit for the year ended June 30, 2011. 

IL MNDINGS • FINANCIAL STATEMENT AUDIT 

2011 -01 - Segicgation of Duties 

Finding: 

During our audit, wc noted that thesizeof the Joint Gas Line and the limited mmiberof employees docs 
not permit an adequate segregation of employee duties for effective internal control. Based upon the 
cosl-benefit of additional personnel, it may not be feasible lo achieve complete .segregation of duties. 
This was a finding in the prior year. 

Ueconmiendation: 

To llie extent that il is practical to do so. management should .segregate employee duties and perform 
s\ipcrvisory reviews. 

Response: 

We continually monitor internal controls over the performance of employee duties and, as 
recommended, will provide for adequate separation of employee duties to the extent practical to do .so. 
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FINDINGS - FINANCIAL STAT'EMENT AUDIT (Continued) 

2011-02 - Faiinrc to Maintain Fiscal Responsibility 

Finding: 

Wc noted during our audit that the Joint Gas Line has not executed a contract with Locust Ridge Gas 
Company, its sole natural gas provider. This situation subjects the Towns of Newellton and St. Joseph 
and their re.'̂ pcctivo citizens lo unneces.sary price vulnerability and potential service interruptions. 
This was a finding in the prioryear. 

Recommendation: 

We recommend tliat the Joint Gas Line negotiate, at a tninimum, an annual contract wilh Locust Ridge 
Gas Company. 

Response: 

We have discussed with the St. Joseph and Newellton Boards of Aldermen of the potential risks of 
operating without a natuial gas contract. 

2011-03 - Undcpositcd Funds 

Finding: 

Our tests indicated instances where cash receipts were nol deposited witliin a week of physical receipt, 
as required by the Joint Gas Line's revised policy. Of twenty receipts tested, nine were held over 
seven days before being deposited in the bank. Holding cash receipts for an excessive period of time 
unduly exposes the entity lo risk of loss from burglary, misappropriation, or misplacement, and 
prevents the funds fiom being available for use. Ttiis was a finding in the prior year. 

Reconnncndation: 

We continue to urge management to make deposits on a weekly basis. 

Response; 

The accounling clerk was out foi-extended periods of time during the year, which may have caused the 
holding of undcpositcd checks i)ast the time specified by policy. Wc will monitor undcpositcd funds 
in order to make timely bank deposits. 



TOWNS OF NEW^ELLTON AND S l. JOSEPH. LOUISIANA 

.lOINTLY OW^NED GAS LINE OPERATIONS AND MAIN lENANCE FUND 

SUMMARY SfA TUS OF PRIOR YEAR FINDINGS 

FOR FHE YEAR ENDED JUNE 30, 2011 

2010-01 - Segregation of Duties 

I'inding: 

During our audit, we noted that the size ofthe Joint Gs Lino and the limited number of employees does not 
permit an adequate segregation of employee duties for effective internal control. Based uj)on the 
cost-benefit of additional personnel, it may not be feasible to achieve complete segregation of duties. 

Recommendation: 

To the extent that it is practical lo do so, management should segregate employee duties and perform 
supervisory reviews. 

Status: 

This finding is repeated as finding 201 LOl. 

2010-02 - Failure to Maintain Fiscal Responsibility 

Finding: 

We noted during our audit that the Joint Gas Line has not executed a contract with Locust Ridge Gas 
Company, its sole natural gas provider. This situation subjects the Tov/ns of Newellton and St. Joseph and 
iheir respective citizens to unnecessary price vulnerability and potential service interruptions. 

Recommendation: 

Wc recommend that llie Joint Gas Line negotiate, at a minimum, an annua! contract with Locust Ridge Gas 
Company. 

Status: 

This finding is repeated as finding 2011-02. 
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2010-03 ~ Undepo.silcd Funds 

Finding: 

During our audit, we noted that cash receipts arc not being deposited in a timely manner. At the present 
time, the receipts are accumulated in a safe and deposits are made once or twice a month. As a result, nol 
only is ilicie a risk of loss from burglary, misplacement, or misappropriation, but the cash is not available 
for expenditures or investment. 

Reconnncndation: 

We recommend that deposits be made on a weekly basis both to improve cash fiow and to reduce the risk of 
loss. 

Stattis: 

This fiudiiig is repeated as finding 2011-03. 


