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December 28, 2011

Honorable Mayors of the

Towns of Newellton and St. Joseph, Louisiana

Jointly Owned Gas Line Operation and Maintenance Fund
St. Joseph, Louistana

Independent Auditor's Report

We have audited the accompanying financial statements of the Towns of Newellton and St. Joseph,
Louisiata Jointly Owned Gas Line Operation and Maintenance Fund (the Joint Gas Line) as of and lor the
year ended June 30}, 2011, us listed in the table of contents. These financial statements are the
responsibility of the Joint Gas Line’s management.  (ur responsibilily is 1o express an opinion on these
staternents based on our awdit.

We conducted our audit in accordance with anditing standards generally accepted in the United States of
America, the standards for financial audits contained in the Govermnent Auditing Standards, issucd by the
Comptroller General of the United States, and the Lowisiana Governmental Andit Culde, issued by the
Louisiana Legislative Auditor and the Louisiana Socicty of Cestified Public Accountants.  Those standards
tequire that we plan and perform the audil to obtain seasonable assurance about whether the financial
statements are free of malerial misstalement. Ao audit includes examining, on u test basis, evidence
supporting the wmounts and disclosures in the Mnancial statements.  An audil also includes assessing the
accotinting principles used and significant estimates made by management, as well as evaluating the overal]
financial stalement presentation.  We believe that our andit provides a reasonable basis for our opinion.

[n our opinion, the financial statements referred Lo above present fairly, in all material respects, the [inancial
position of the Joint Gas Line as of June 30, 2011, and the chunges in its financial position and cash [lows
for the year then ended in conformity with accounting principles generally accepled in the United States of
America.

In sccordanee with Government Auditing Standurds. we have also issued our reporl dated December 28,
2011, on our consideration of the Yoint Gas Line's inieimal contral over financial reporting, and our tests of
its compliance with cerlain provisions of laws, regulutions, contracts, grant agrecments and other malters.
The purpose of that report is to describe the scope of ow testing of lernal control over financial veporling
and compliance und the results of that testing and not to provide an opinion on the internal contral over
financial reporting or on compliance. That report is an integeal part of an augdit performed in accordance
with Government Auditing Standards snd should be considered in assessing the results of our audit.

The mansgement’s discussion and analysis on pages 2 twough 4 is not a required part of the basic financial
slatements but is supplementary information required by accounting principles generally accepted in the
United States of America. We have applied certain timited procedures, which consisted principally of
inquiries of manapement regarding the methods of measurement and presentation of the required
supplementary information.  However, we did not audil the information and express no opinion en it
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TOWNS OF NEVWELLTON AND 8§, JOSEPH, LOUISIANA
JOINTLY OWNED GAS LINE OPERATION AND MAINTENANCE FUND

MANAGEMENT'S DISCUSSION AND ANALYSTS
FOR THE YEAR ENDED JUNE 30, 2011

As management of the Joint Gas Line, we offer readers of the Joint Gas Line financial stiements this
narrative overview and anatysis of the financial activitics of the Joint Gas Line for the fiscal year cnded
June 30, 2011, It is designed to assist the reuder in focusing on significant financial issues, identify
changes in the Joint Gas Line’s finoncial position, and identify malterial deviations and individual fund
issucs or concerns.

Financial Highlighis

o The assels of the Joint Gas Line excecded its labilities at the close of the most recent fiscal
year by 5242,786 (net assets).  Of this amount, $242 786 (uarestricied net assets) represents
the portion of net assels, which is not invested in capital assets or otherwise restricted.

° The governinent’s tatul net assels increased by $60,446 during the year ended June 30, 2011,
This was caused by an excess of revenues over expenses,

Overview of the Finaneial Statements

Under the provision of GASB Statement 14, The Financial Reporting Entity, the Joint Gas Line 15
considered a special-purpose, stand-alone unit of the lacal government.

This discussion and analysis is intended to serve as an iniroduction to the Joint Gas Line’s basic linancial
statements. The Joint Gas Line's basic financial stateiments are comprised of the following components:
1) Stalement of Net Assets, 2) Statement of Activities, 3) Statement of Cash Flows, and 4) Notes to the
Financial Suements.  This report alse contuins other supplementary information in addition to the basic
financial statements themselves.

The Statement of Net Assets presents information on all of the Joint Gas Line's assets and liabilities, with
the ditferenee between the two reported as net assets,  Over Lime, increases or decreases in nel assels may
serve as a uselul indicator of whether the financial position of the Joinl Gas Line is improving or
deterioraling.

The Statciment of Revenues, Expenses, and Changes in Net Assels presents information showing how the
Joint Gas Line's net asscts changed during the most recent fiscal year. All changes in net assets are
reported as soon as the underlying event giving rise to the change oceurs regardless of the timing of related
cash flows.

Fund IMinancial Statements. A [und 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 fund accounting lo enswre and demonstrate compliance with
finance-related legal requirements.  All of the funds of the Joint Gas Line cun be reporled as in one
category: a proprictary furd.

Proprietary Funds. The Joint Gas Line maintains one type of proprictary fund.  Enterprise funds are
used to report the saime functions presented as business-type aclivities in the government-wide financial
sintements.  Proprictary funds provide the same type of information as the government-wide tinancial
statements, onty in more detail.



The proprictary fund financial statements can be found on pages 3, 6, and 7 of this report.

Notes to the Financial Statements, The noles provide additional information that is essential 1o a full
understanding of the data provided in the government-wide and fund {inancial statenents. 'T'he notes to the
financial stateisents begin on page 8 of this report.

Government-Wide Financial Analysis

As noted earlier, net assets scrve over time us a useful indicator of a government’s financial position.
In the case of the Joint Gas Line, asscis excecded liabilitics by approximately $243.000 at the close of the

most recent fiscal year.

For the years ended June 30, 2011 and 2010, nel ussets chuanged as follows:

2011 2010
Begintting net assets 182,340 467,471
Increase (decrease) in net assets 60,446 14,869
Distributions {rebates to partners) - (300,004)
Ending net assels _ 242,780 182,340

The following schedule presents a summary of revenues and expenses for the years ended June 30, 201t
and 2010.

201t 2010
Revenues:
Charges for services 339,200 423,322
Interest income 392 877
Total 339,592 424,199
Expeuses:
Cost of sales 232,064 359,658
Other expenscs 47082 49,672
Total 279,146 409,330
Net incone . 60,446 14,869

Busiitess-Type Activities. Business-type activities increased the Joint Gus Line’s net assets by 560,446 i
2011, Revenucs and cost of sales were down significantly for the year. Other expenses also decreased
$2.590 and no distributions to the owners were made this year. The key elemeint of this change was a
reduction in demand for gas by consumers.

Finaneial Analysis of the Goveranment’s Funds
)

As noled carlier, the Joint Gas Line uses fund sccounting to ensure and demonstryte compliance with
finance-related fegal requirements.

The focus af the Joint Gas Line's government funds is 1o provide information on near-term inflows,
outtlows, and bulances of spendable resources. Such information is wseful in assessing the Joint Gas
Line’s financing requirements.



As of the end of the current fiscal year, the Joint Gas Line’s (und reported combined ending fund balances
of §242.786, an increase of 560,446 in comparison with the prior year. Approximately one hundred
percet of this total wmount ($242,736) 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 assets or outstanding debt.
Lconomic Factors and Next Yem’s Rales

Factors considared in planning for the Joint Gas Ling's 2012 fiscal year included the impact that will be
made by fluctuating gas prices.  This could impact the Joint Gas Line’s revenue.

Requests for Information

This financial report is designed to provide a general overview of the Joint Gas Line's finances for all of
those with an interest in the government’s finances.  Questions concerning any of the information provided
inn this report or requests for additional financial information should be addressed to Mayor Edward Brown,
P. O, Box 217, St. Joseph, Louisizna, 713006,



BASIC FINANCIAL STATEMENTS




TOWNS OF NEWELLTON AND ST, JOSEPH, LOTUISIANA

JOINTLY OWNED GAS LINE QPERATIONS AND MAINTENANCE IFUND

Cash

Accounls receivabie, net of allowance for
doubtful accounts of $17,523

Total assets

Linbilities:

Accomus payabie
Customer deposits
Total liubilities

Nel asgets:

Unrestricted net assels

Total liabilitics and fund equity

STATEMENT OF NET ASSETI'S

JUNE 30, 2011

ASSETS

LIABILITIES AND FUND EQUITY

The accompanying notes arc an integral part of these {inancial statements.



TOWNS OF NEWELLTON AND ST, JOSEPI, I.LOUISTANA

JOINTLY OWNED GAS LINE OPERATIONS AND MAINTENANCE I'UND

STATEMENT OFF ACTIVITIES

FOR THE YEAR ENDED JUNI 30, 2011

Reveoyes:
Charges for services

Cost of sules
Grass profit [rom operations

lixpenses:
Salaries and wages
Payroll 1axcs
Legal and auwdil
{epuir and maintenance
Other
Total expenscs

Opcrating income

Nonoperating income and expenses:
[nterest income

Net incone

Ned assets, beginniag of year

Net assets, end of year

The accompanying notes are an iegral part of these linancial stutements.

339,200

232.0064

107,136

24,000
7,851
6.825
7769

637

47,082

00,054

392
60,446

182,340

242,786



TOWNS OF NEWELLTON AND ST. JOSEPH, LOUISIANA

JOINTLY OWNED GAS LINE OPERATIONS AND MAINTENANCE FUND

STATEMENT OI' CASH FLOWS

FOR THE YEAR ENDED JUNE 30, 2011

Cash flows firom operating activities:
Receipts from customers
Payments for employee services
Payments o suppliers
Payments {or other expenses
Net cash (used) by operating activitics

Cash [lows from investing activitics:
Redemption of investments
Tnterest incoine
Net cash provided by investing aclivitics

Net inerease in eash

Cash ot beginning of vear

Cash at end of year

Reconcilintion of operating income to net cash provided by
operaling activities:

Operating income

Adjustnents to reconcile operating income (o net cash provided by
operating activities;
Accounts receivable
Accounts payable and accrued liabilities

Total adjustments

Net cash provided by operating activitics

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

247,300
(31,053)
(223,962)
. (15.231)
(22,046)

25,236
392
25,628

o bk,

2,682

146,225

_ 148,907

60,054

(91,901
8,900
(83,000)

—(22,940)



TOWNS OF NEWELILTON AND ST. JOSEPH, LOUISIANA

QINTLY OWNED GAS LINE OPERATIONS AND MAINTENANCE FUND

NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2011

INTRODUCTION

The Town of Newellton and the Town of St. Joseph. Louisiana Joinlly Owned Gus Line Qpesations and
Maintenance Fund (the Joint Gas Line) is 4 joint venwure of the two Northeast Louisiana towns.  {is purpose is 1o
provide natural gas to the two towns for resuale o their citizens and approximately fifteen other customers in the

SErVice ared.

Aldermen and the Mayors of the two Towns govern the Joint Gas Line.

L. Summary of Significant Accounting Policics

()

()

(©

Basis of Presentation - Fund Accounting

The accompanying hinancial statements of the Joint Gas Line have been prepared in conformity
with accounting principles generally aceepted in the United States of America (GAAP) as applied
to governmental units.  The Governmental Accounting Standards Board {(GASR) is the accepted
standard setting body for establishing governmental accounting and financial reporting principles.

Reporting Entity

As the municipal governing authority, for reporting purposes, the foint Gas Ling is considered a
separate reporting entity,  The financial reporting entity consists of (u) the primary government,
the Joim Line, {b) organizations for which the primury government is finunecially accountable, and
(c) othey organizations for which nature and significance of their relationship with the prinary
governmeant are such that exclusion would cause the reporting entity's financial statements to be
mislexding or incomplete.

Under the provisions of GASB Statement No. 14, The Finuncial Reporting Entity, the Joim Gas
Line is considered a speciul-purpose, stand-alone unit of local government.  Both Towns share
equally in the financial accountability and management, thus it cannol be a component unit of
either.

Fund Accounting .

The Joint Gas Line uses a fund to report o its finuncial position and the resulis of its operutions.
Fund accounting is designed to demonstrate legal compliance and 1o aid financial management by
segregating transactions relating to cerlain government funciions.

A fund is a separate accounting entity with a sclf-balancing set of accounts. The Joimt Gas Line
uses the proprietary fund for all of its vperations. A description of the proprictary fund is as
foilows:

Proprietary Funds

Proprictary funds are used o account for activities similar to those found in the private sector,
where the determination of nel income is necessury or uselul to sound finineial administration.

The gas s transmitred from local gas fields by way of Lwo pipelines to the towns. The Board of



1.

Summary of Significant Accounting Policies  (Continued)

{d)

The Joint Gas Line functions as an Enterprise-type Proprietary [und 10 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 an a continuing basis be financed or recovered
primarity thwough wvser charges, or (b) where the governing hody has decided that periodic
determinations of revenues earned, expenses incurred, and/or net income is appropriate for capital
miintenance, public policy, management control, accountabilily, or other purposes.

Basis of Accounting

On July L, 2003, the Joint Gas Line adopted the provisions of the Governmental Standards Board
Statement No. 3d, Basic Financiad Statemient - and Manaygement's Discussion and Analysis — for
Seate and Lacal Govermnents.  Statement No. 34 csiablishes standards for external reporting lor
all state and local governinental entities, which includes a Stutement of Net Assels, a Statement of
Aclivitics, and a Statement of Cash Flows. It also requires that classitications of net assets into
three components — jnvested in capital asscts, net of related debt: restricted; and unrestricted.
Thesc classifications are defined as follows:

Invested in capital assets, nel of related debt -- This component of net assets consists of
capital assets net of accumulated depreciation and reduced by the outstanding balances
of any bends, mortgages, notes or other borrowings attributed to the acquisition,
construction, ar iinprovement of those assels.

Restricted net assets — This component of net assets consists of those net assets on which
constraints have been placed externally by creditors (such as through debt covenant),
granters, contributars, lwws or regulations of other governments, or laws through
constitutional provisions or ¢nabling legisiation.

Unrestricted net asscts — This component of net asscls consists of net assets that do net
mieet the definition of "restricted” or “invested in capital assets, net of related debt.”

The Jaint Gas Line has elected not to apply Financial Accounting Standards Bourd Statements and
Interpretations issucd sincc November 30, 1989 unless they are adopted by the GASE.

The accounting and financial reporting treaunent appiied o a fund is determined by ity
measurement focus. Proprietary funds are accounted for on a flow of economic resources
measurement focus and a determination of net income and capital maintenance,  With this
meusurement focus, all assets and all abilities associated willh the operations of these funds are
included on the statement of net assets.  The proprictary fund uses the accrual basis of accounting.
Revenues are recognized when carned and expenses are recognized at the time the liability is
incuired.

The Juint Gas Line distinguishes operating revenues and expense from non-operating items.
Operating revenucs 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 are billed monthly for the service received during the month,
Operating expenses include the cost of services and administrative cxpenses.  All revenues not
meeting this definition are reported as non-operating revenues and expenses.

The charges for these scrvices are as follows:

. The Joim Gas Line is charged each month for the gas it uses. This varies frem month to
maonth, but averaged $5.32 per MCF delivered in the fiscal year ended Juae 30, 201 1.

9
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Swnmary of Sienificant Accounting Policies  (Continued)

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

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
owined jointly by the Towns of Newellton and $t. Joseph, J.ouisiana,

(¢} DBudgets
The Joint Gas Line is not required 1o and does not adopt a budget.

(1}  Cush and Cash Equivalen(s
Cush includes amounts in demand deposits, interest-bearing demand deposits, and time deposits.
Cash equivalenls include mmounts in those fime deposits and investments with maturities of 90
days or less. Under state law, the Joint Gas Line may deposit funds in demand deposits, money
market accounts, or time deposits with state banks organized under Louisiona Law and national
banks with principal offices in Lauisiana.

{g) Use of stimates
The preparation of financiai staternemts in accordance with generally accepted accounting
principles requires management 1o make estimates and ussumpiions that affect the reported
amounts of assets and liabilities and disclosure ol contingent assets and liabilities at the date of the
financiai statements and the reported amount of revenue and expense during the reported period.
Actual results could differ from those estimates.

Cash and Investiments

Stute statutes require the Joint Gas Line to invest surplus cush balances in obligations of the United States
Treusury, time certificates of deposit, and any other lederally insured investments. At June 30, 201 1, the Joint
Gas Line had cash and investments (book balances) as follows:

Demand deposits 148,907

Timc deposits -
Under stute law, federal deposit insuranee or the pledge of sccuritics owned by the fiscal apgent bank must
securis these deposits (or resulting bank balances).  The market value of ¢ach of the pledged securities plus
federal deposit insurance must at all times equal the amount on deposit with the fiscal agent.  These securities
are held in the name of the pledging [1scal agent in a holding custodial bank that is mulually aceeptable o both
parties.

Al June 30, 2011, the Joint Gas Line had $145,589 in deposits (collected bank balances).  These balances ure
scewred from risk by $250,000 of Federal deposit insurance and $-0- of pledged sccurities held by the custodial
bank in the name of the fiscal agent bank (GASEB Category 2.} Even though the pledged securities (if present)
are considered uncollateralized (Cutegory 2) under the provisions of (GASB) Statement 3, Louisiana Revised
Statutes 39:1229 imposes a stalutory requirenient 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
funds upon demand.
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Accounts Receivahle
Trade accounts receivable at June 30, 2011 are summarized as follows:

Towns of Newellton and St. Joseph, Louisiana 98,619
Other customers 23.641
122,260
Less allowance for doubtful accounts (17,523
Net accounts receivable 104737

The Joinl Gas Line has clected to record its bad debts using the allowance for doubtful accounts melhed.
The amount that is charged to the ullowance account is determined by the use of historical collection data and
specific account analysis.

Related Porty Transactions

The towns of Newellton and St. Joseph, Louisiana jointly awn the gas line that supplies natural gas to cach of

the towns.  Each lown purchases gas from the Joint Gas Line for resale to their citizens.  For the year ended
June 30, 2011, (he pwrchase of gas by each town was as follows:

Town of Neweliton, Louisiana 127,420
Town of 8t Joseph, Louisiana 156,918
284,344

As of June 30,2011, the amount due [rom cach wown for gas purchases was as follows:

Town of Neweliton, Louisiana 27,658
Town of St. Joseph, Lenisiana 70,961
— 28019

Commitments, Contingencies, and Concentrations

The Joint Gas Line purchases 100% of the natural gas it sclls from Locust Ridge Gas Company. Lacust Ridge
Gas Line, which is owned by a private investor, has continued to supply natural gas to the Joint Gas Linc
without a signed contract. At Junc 30, 2011, the Joint Gas Linc is still in negotiations wilh the owner for the
continuation of the supply of natural gus, but no contract hias been signed by either party.

b
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CERFIFIED PUBLIC ACCOUNTANTS
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December 28, 201 1

Honorable Mayors of the

Towns of Newellion and St. Jaseph, Lowsiana

Jointly Owned Gas Line Operation and Maintenance Fund
St Joseph, Lovisiana

Report on Internal Control Over Financial Reporting and on
Compliance and Gther Mallers Based on o Audit of Financial Statements
Performed in Accordance with Govermment Auditing Standards

We have audited the financial statements of the Towns of Newellton and St. Joseph, Louisiana Joiutly
Owned Gas Line Operation and Maintenance Fund {the Joint Gas Line) as of and for the year ended
Jung 30, 2011, and have issued our report thereon dated December 28, 2011, We conducted our andit in
accordance with awliting standards penerally accepted in the United States of America; the standards
applicable to financial audits conlained in Govenuent Anditing Standards, issued by the Comptroller
General of the United States; and the Lonisiana Govermmental Auwddir Guide, issued by the Louisiana Society
of Cerntified Public Accountants and the Louisiana Legistative Auditor.

Internal Control Over Finaneiul Reporling

11 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 not for the purpose of expiessing an apinion an the effectiveness of the Joint Gas
LLinc’s inemal conwol over financial reporting.  Accordingly, we do nol express an opinion on the
effectiveness of the Joint Gas Line’s internal control over linancial reporting.

Our consideration of internal control aver financial reporting was for the imited purpose described in the
preceding paragraph and was not designed o identify all deficiencies in inernal coatrol over financial
reporting that might be significant deficiencies or mnterial weaknesses and therefore, there can be no
assurance thay all deficiencies, significant deficiencies, or material weaknesses have been idemified.
However, as described in the accompanying schedule of findings and questioned costs, we ideantificd
cerlain deficiencies in inlernal control over financial reporting that we consider 1o be material weaknesses
and other deficiencies that we consider o be significant deficiencics.

A deficiency in internal control exists when the design or operation of a contral does nol allow nunagement
or employces, in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or & combination of deficiencies,
in internal control such that there is a reasonable possibility that a material misstatement of the entity’s
financial statemants will not be prevented, or detected and corrected on & timely basis.  We consider the
deficiencics described in the accompanying schedule of findings and questionod costs as items 2011-0t and
2011-02 to be material weuknesses.
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A significant deficiency is # deficiency or u combination of deficiencies in internal control that is less
severe than a material weakness, yet important enough to merit aitention by those clharped with governance.
We consider the deficiency described in the accompanying schedule of findings and questioned costs as
item 2011-03 to be a significant deficiency.

As part of abtaining reasonable assurance about whether the Joint Gas Line’s financial statements are fres
of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grants, noncempliance with which could have a direct and material effect on the
determinadion of financial statement amoumnts.  However, providing an opinion on compliance with those
provisions was nol the objective of cur audit, and accordingly, we do nat express such an opinion.  The
resulis of our tests disclosed no instances of noncompliance that are required to be reported under
Govermment Auditing Staneeards.

The Joint Gas Line's response to the findings identified in our audit is described in the accompanying
schedule of findings wid questioned costs,  We did not 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 Ling and the
Legislative Auditor for the State of Louisiana and is not intended to be and should not be used by anyone

other than these specified parties.  Under Louisiana Revised Statute 24:51 3, this report is distributed by the
Legislative Audiior as & public document.
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TOWNS O NEWELLTON AND ST. JOSEPH, LOUISIANA

JOINTLY OWNED GAS LINE OPERATIONS AND MAINTENANCE FFUND

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED JUNIE 30, 2011

SUMMARY OF AUDIT RESULTS
L. The auditor’s report expresses an unqualificd opinion on the basie financial statements ol the
‘Towns of Newellton and St Joseph, Louisiana Jointly Owned Gas Line Operation and

Maintenance Fund (the Joint Gas Line).

2. Tiwce deficiencies in internal control relating to the audit of the basic financial stutements are
seported, Two are material weaknesses; one is a significant deficiency.

3. No instances of noncompliance were disclosed during the audit.

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

2011-01 — Scgregation of Duties

Finding:

During our audit, we noted that the size of the Joint Gas Line and the limited number of cmployees does
not permit un adequate segregation of employee duties for effective internal control.  Based upon the
cost-benefit of additional perscunel, it may not be feasible o achieve complete segregation of duties,
This was a tinding in the prior year.

Reconunendation:

To the extent that it is practical to do so, management should sepregate employee duties and perform
Supervisory reviews,

Response:

We continually monitor intemal controls over the performance of employee duties and, as
recommended, will pravide for adequate separation of employee dulies 1o the exlent practical to do so.



B.

FINDINGS - FINANCIAL STATEMENT AUDIT (Continued)

2011-02 - 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 Towns of Neweliton and St. Joseph
and their respective citizens to unnecessary price vulnerability and potential service interruptions.
This was a finding in the prior year.

Recommendation:

We recommend that the Joint Gas Line negotiale, at a minimum, an annual contract with Locust Ridge
Guas Company. :

Response:

We have discussed with the St. Joseph and Newellton Boards of Aldermen of the potential risks of
opesating without a natural gas contract,

2011-03 - Undeposited Fonds

Finding:

Our lests indicated instances where cash receipts were not deposited within a week of physical receipt,
as required Ly the Joint Gas Ling's revised policy. Of twenty receipts tested, nine were held over
seven days before being deposited in the bank.  Holding cash receipts {or an excessive period of time
unduly exposes the entity 1o risk of loss from burgliry, misappropriation, or misplacement, and
prevents the funds from being available for use.  This was a {inding in the prior year.
Recommendation:

We continue to Urge management 1o imake deposits on a weekly basis.

Response:

The accounting clerk was out for extended periods of time during the year, which may have caused the

holding of undeposited checks past the time specified by policy.  We will monitor undeposited funds
in order to make timely bank deposits.



TOWNS OF NEVWELLTON AND ST, JOSEPH, LOUISIANA

JOINTLY OWNED GAS LINE OPERATIONS AND MAINTENANCE FUND

SUMMARY STATUS OF PRIOR YEAR FINDINGS

FOR THE YEAR ENDED JUNE 30, 2011

2010-01 - Sepregation of Duties

Finding:

During our audit, we noted that the size of the Joint Gs Ling and the limited number of employces does not
permil an adequale segregmion of employee duties for effective internal control.  Based upon the
cost-benelil of additional personnel, it may not be feasible to achieve complele segregation of duties.

Recommendation:

To the extent that it is practical 1o do so, management should segregate employee dutics and perform
SUpErvisory reviews.

Status:

This finding is repcated as finding 201 1-0 1.

2010-02 = Failure Lo Maintain Fiscal Responsibility

Finding:

We noted during our audit that the Joint Gas Line has not excculed a contract with Locust Ridge Gas
Company, its sofe natwal gas provider.  This situation subjects the Towns of Newellton and St. Joseph and
their respective citizens o unnecessury price vulnerability and potential service interruptions.

Recommendation:

We recommmend that the Joint Gas Ling negotiate, at a minimuny, an annual contract with Tocust Ridge Gas
Company.

Stutus:

This finding is repeated as finding 2011-02.
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2010-83 - Undeposited Funds

Finding:

During our audit, we noted that cash receipts are not being deposited in a timely manner. At the present
time, the receipts are accumnwbated ina safe and deposits are made once or hwice a month.  As a result, not
only is there a risk of loss from burglary, misplaceinent, or misappropriation, but the cash is not available
for expenditwies or investment,

Recommendation:

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

Status:

This linding is repeated as finding 2011-03.



