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INDEPENDENT AUDITOR’S REPORT

Honorable Mayors of the

Towns of Newellton and St. Joseph, Louisiana

Jointly Owned Gas Line Operation and
Maintenance Fund

St Joseph, Louisiana

We have audited the accompanying financial statements of the Towns of Newellton and St
Joseph, Louisiana Jointly Owred Gas Line Operation and Maintenance Fund (the Joint Gas Line)
as of and for the year ended June 30, 2005, as listed in the table of contents. These financial
statements are the respensibility of the Joint Gas Line's management. Our responsibility is to
express an opinion on these statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America, the standards for financial audits contained m the Government Auditing
Standards issued by the Comptroller General of the United States, and the Lowvisiana
Governmental Audit Guide, issued by the Louisiana Legislative Auditor and the Louisiana Society
of Certified Public Accountanis. Those standards require that we plan and perform the audit lo
obtain reasonable assurance about whether the financial statements are free of material
misstatenent. An audit includes examining, on a test basis, evidence supporting the 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 statement presentation. Wa believe that our audit provides a reasonable basis for our
opinion.

in our opinion, the financial statements referred 1o above prasent fairly, in all material respecls,
the financiai position of the Joint Gas Line, as of June 30, 2005, and the changes in its financial
position and cash flows for the year then ended in conformity with accounting principles generally
atcepted in the United States of America

In accordance with Government Auditing Standards. we have also issued our report dated
December 12, 2005 on our considerations of the Joint Gas Lune's intemal control over financial
reporting and our tests of its compliance with certain provisions of laws, regulations, contracts,
and grant agreements and other matters. The purpose of that report is to describe Ihe scope of
our testing of internal control over financiat reporting and compliance and the results of that
testing and not to provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards and should be considared in conjunction with this report in considering the
resuils of our audit.

.



The management's discussion and analysis on pages 3 through 4 is nol a required part of the
basic financial statements but is supplementary information required by accounting principles
generally accepted in the United States of America. We have applied ceriain limited procedures,
which consisted principally of inquiries of management regarding the methods of measurement
and presentation of the required supplementary information. However. we did not audit the
information and express no opinion on it.

The Bloosgend € Pree

Vicksburg, Mississippi
December 12, 2005
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TOWNS OF NEWELLTON AND ST. JOSEPH, LOUISIANA JOINTLY OWNED GAS LINE
OPERATION AND MAINTENANCE FUND (JOINT GAS LINE)
MANAGEMENT'S DISCUSSION AND ANALYSIS (MDA&A)

JUNE 30, 2005

As management of the Joint Gas Line, we offer readers of the Joint Gas Line financial statements
this narrative overview and analysis of the financial activities of the Joint Gas Line for the fiscal
year ended June 30, 2005. it is designed to assist the reader in focusing on significant financial
igsues, identify changes in the Joint Gas Line's financial position, and identify material deviations
and individual fund issues o7 concems.

Financial Highlights

s The assets of the Joint Gas Line exceeded its liabilities at the close of the most recent
fiscal year by 3435,178 (net assets). Of this amount $435.178 {unrestricted net assets)
represents the portion of net assets which is not invested in capital assets or otherwise
restricted,

+ The govermment's total net assets increased by $80,124.
Overview of the Financial Statements

Under the provision of GASE Statement 14, The Financial Reporting Entity. the Joint Gas Line is
considered a special-purpose, stang-alone unit of the local government.

This discussion and analysis is intended to serve as an introduction to the Joint Gas Line's basic
financial statements. The Joint Gas Ling's basic financial statements are comprisad of the
following components: 1) Statement of Fund Net Assets, 2} Statement of Revenues, Expenses.
and Changes in Fund Netf Assets, 3) Statement of Cash Flows. and 4) Notes to the Financial
Statements. This report also contains other supplementary information in addition to the basic
financial statements themseives.

The Statement of Fund Net Assels presents information on all of the Joint Gas Line's assets and
liabilifies, with the difference batween the two reported as net assets. Qver time, increases or
decreases in net assets may serve as a useful indicator of whether the financial position of the
Joint Gas Line is improving or deteriorating.

The Statement of Revenues. Expenses. and Changes in Fund Net Assets presents information
showing how the Joint Gas Line's net assets changed during the most recent fiscal year. All
changes in net assels are reported as soon as the underlying event giving rise to the ¢change
occurs regardless of the iming of related cash fiows.

Fund Financial Statements. A fund is a grouping of related accounts that is used to maintain
control over resources that have been segregated for specific activities or objectives. The Joint
Gas Line. ke other state and local governments, uses fund accounting to ensure and
demonstrate compliance with finance-related legal requiremeants. All of the funds of the Joint Gas
Line can be reported as in cne category: a proprietary fund.



Management's Discussion and Analysis
Page Two

Proprietary tunds. 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. Propristary funds provide the same type of information as the
government-wide financial statements, only in more detail,

The proprietary fund financial statements can be found on page 8, 7, and 8 of this report.

Notes to the financial statements. The notes provide additioral information that is essentiai to
a full understanding of the data provided in the government-wide and fund financial statements.
The notes to the financial statements begin on page 9 of this report.

Government-wide Financial Analysis

As noted earlier, net assets serve over time as a useful indicator of a government's financial
position. In the case of the Joint Gas Line, assels exceesded habilities by approximately 3422 000
at the close of the most recent fiscal year,

For the years ended June 30. 2005 and 2004, nat assets changed as follows:

2005 2004
Beginning Net Assels $ 341,708 3 287,361
increase in Net Assets 80124 54347
Ending Net Assels $ 421832 3 341,708

The foltowing schedule presents a summary of revenues and expenses for the years ended June
30, 2005 and 2004:

L2005 2004
Revenues:
income
Charges for Services $ 536,832 $ 450815
Cther income ... 52138 ....50,138
Total $ 5884970 5 500,554
Expenses:
Cost of Sales $ 449913 S 411,761
Other Expenses . B3445 34,846
Total $ 513,858 S 445607

A



Management's Discussion and Analysis
Page Three

Business-type activities. Business-type activities increased the Joint Gas Line's net assels by
approximately $80.0600. The key element of this increase was activities of the gas fine.

Financial Analysis of the Government's Funds

As noted earlier, the Joint Gas Line uses fund accounting lc ensure and demonstrate compliance
with finance-reiated tegal reguirements.

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

As of the end of the current fiscal year. the Joint Gas Line's fund reported combined ending fund
palances of $421,832, an increase of $80 124 in comparison with the prior year. Approximately
one hundred percent of this tolal amount (3421.832) 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 nor oulstanding
debt.

Feonomic Factors and Next Year's Rates

Factors considerad in planning for the Joint Gas Line's 2006 fiscal year included the impact that
will be made by fluctuating gas prices. This couid 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 coneerning any of the
information provided in this report or requests for additional financial information should be
addressed to the Mayor Edward Brown, PO Box 217, St Joseph, LA, 71366.

1+ o

Mayor Edward Brown Mayor Alex Davis
St Joseph, Louisiana Newellton, Louisiana
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TOWNS OF NEWELLTON AND 87, JOSEFPH, LOUISIANA
JOINTLY OWNED GAS LINE OPERATIONS AND MAINTENANCE FUND
STATEMENT OF FUND NET ASBETS
JUNE 390, 2005

Assets
Cash 3 392,949
Investments 22,088
Accounts receivable, net of allowance for doubtful accounts 20,131
Total assets 435 178
Liabilities and Fund Equity
Liabilities
Accounts payable 13,183
Customer deposits “63
Total Habilities 13,346
Net Assets
Unrestricted net assets 421,832
Total liakilities and fund equity 3 435 178

The accompanying notes are an integral part of these financial statements.
8-



TOWNS OF NEWELLTON AND 8T. JOSEPH, LOUISIANA
JOINTLY OWNED GAS LINE OPERATIONS AND MAINTENANCE FUND

STATEMENT OF REVENUES. EXPENSES. AND CHANGES IN FUND NET ASSETS

FOR THE YEAR ENDED JUNE 30, 2005

Operating Revenues:
Charges for services
Other income

Total operating revenues

Cost of sales
Gross Profit from Operations

Operating Expenses:
Salaries and wages
Payroll taxes
Leak survey
Legal and audit
Repair and maintenance
Bad debis
Rebates to Newelliton and St. Joseph
Other
Total operating expenses

Operating Income

Non-operating Revenue:
interest income

Change in Nef Assets
Net Assets, baginning of year

Net Assets, end of year

536.832
52.138

588,970

449813

138.057

24 000
1.422
680
6,108
2137
2.796
23,000
1,805

£3.945

75,112

5,012

80,124

341,708

3

421,832

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

-



TOWNS OF NEWELLTON AND §7. JOSEPH, LOUISIANA
JOINTLY OWNED GAS LINE OPERATIONS AND MAINTENANCE FUND
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2005

Cash Flows From Operating Activities:
Receipts from customers
Paymenls for employee services
Payrnenis to suppliers
Paymenis for other expenses
Net cash provided by operating activities

Cash Fiows from Investing Activities:
Increase in investments
Interest income
Net cash provided by investing activities
Net Increase in Cash

Cash, beginning of year

Cash, end of year

Reconciliation of Operating Income to Net Cash Provided by

Operating Activities:

Operating income

Adjustments to Reconcile Operating Income to Net Cash provided by

Operating Activities:
Accounts recaivable
Accounts payable and accrued liabitities
Tolal adjusiments

Net Cash provided by operating activities

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

608,926
(27,673)

(452.077)
(40,032)

89,144

(273)
5,012

4,739

83,883

289,068

362,048

75,112

20.083
{6.051)

14.032

B9, 144




TOWNS OF NEWELLTON AND ST. JOSEPH, LOQUISIANA
JOINTLY OWNED GAS LINE OPERATIONS AND MAINTENANCE FUND
NOTES TO THE FINANCIAL STATEMENTS
JUNE 3C, 2005

INTRODUCTION

The Town of Neweiion and the Town of St. Joseph, Louisiana Jointly Ownead Gas Line Operation
and Mantenance Fund (the Joint Gas Line) is a joint venture of the two Northeast Louisiana
towns. [ts purpose is to provide natural gas to the two towns for resale to their cilizens and
approximately fifteen other customers in the service area. The gas is transmitted from local gas
fislds by way of two pipeines to the towns. The Board of Aldermen and the Mayors of the two
Towns govemn the Joint Line.

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. BASIS OF PRESENTATION

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 Accounting Standards
Board (GASB) is the accepted standard setting body for establishing governmental
accounting and financial reporling principles.

B. REPORTING ENTITY

As the municipai governing authority, for reporting purposes, the Jont Gas Line is
considered a separate reporting entity. The financial reporting entity consists of (a) the
primary government, the Joint Line, (b} organizations for which the primary government is
financially accountable, and {¢) other organizations for which nature and significance of
their relationship with the primary government are such that exclusion would cause the
reporting entity’s financial statements to be misleading or incomplete.

Under the provisions of GASB Statement Nc. 14, The Financial Reporting Entity, the Joint
Gas Line is considered a special-purpose, sland-zlone unit of locat government. Both
Towns share equally in the 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 financial position and the results of its
operations. Fund accounting is designed to demonstrate legal compliance and {o aid
financial management by segregating transactions relating to certain government
functions.

A fund is a separate accounting entity with a self-balancing set of acccunts. The Jeint
Gas Line uses the proprietary fund for all of its operations. A descniption of the
proprietary fund is as follows:



TOWNS OF NEWELLTON AND ST. JOSEPH, LOUISIANA
JOINTLY OWNED GAS LINE OPERATIONS AND MAINTENANCE FUND
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2005

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT.)

Proprietary Funds

. Proprietary funds are used to account for activities similar to those found in the private
sector, where the determination of the net income is necessary or useful {o sound
financial administration. The Joint Gas Line 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 through user charges, or {b) where
the governing body has decided that periodic determinations of revenues earned,
expenses incurred, and/or net income is appropriate for capital maintenance, public
policy, management control, accountability, or other purposes.

D. BASIS OF ACCOUNTING

On July 1, 2003, the Joint Gas Line adopted the provisions of the Governmental
Accounting Standards Board Staternent No. 34, Basic Financial Statement - and
Management's Discussion and Analysis - For State and Local Governments, Statement
No. 34 establishes standards for external reporting for alt state and local governmental
entities which includes 3 Statement of Fund Net Assets, a Slalement of Revenues,
Expenses, and Changes in Fund Net Assets, and a Statement of Cash Flows. It aiso
requires classifications of net assets into three compoenents - invested in capital assets,
net of related debtl, restricted, and unrestricted. These classifications are defined as
follows:

investad 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. notes or other borrowings
attributed to the acquisition, construction, or improvement of those assets.

Restricted net assets - This component of net assets cansists of those net assels
on which constraints have been placed externaliy by creditors {such as through
debt covenant). grantors. contributors, laws or reguiations of other governments,
of laws through constitutional provisions or enabling legisiation.

Unrestricted net assets - This component of net assets consists of net assets that
do not meet the definition of "restricted” or "invested in capital assets, net of
related debt”

The Joint Line has elected not to apply Financial Accounting Standards Board
Staterments and Interpretations issued since November 30, 1989 unless they are adopted

by the GASB.

The accounting and financial reporting treatment appiied fo a fund is determined by #s
measurement focus. Proprietary funds are accountad for on a flow of economic
resources measurement focus and a determination of net income and capitai
maintenance

-10.



TOWNS OF NEWELLTON AND ST. JOSEPH, LOUISIANA
JOINTLY OWNED GAS LINE OPERATIONS AND MAINTENANCE FUND
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2005

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {CONT.}
D. BASIS OF ACCOUNTING {CONT.)

With this measurement focus, alt assels and all liabilties associated with the cperations
of these funds are included on the balance sheet. The proprietary fund uses the accrual
basis of accounting. Revenues are recognized when earned and expenses are
recognized at the time the hiability is incurred.

The Joint Line distinguishes operating revenues and expense from non-operating itemns.
Operating revenues and expenses generally result from providing services in connections
with the Joint Ling's principal ongoirg 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 admiristrative
expenses. All revenues not meeting this definition are reported as non-operating
revenues and expenses.

For the year ended June 30, 2005, charges for these services were as follows:

1. The Towns of Neweilton, Louisiana and 8t Joseph, Louisiana paid rates ranging
from $7.50 to $9.50 per MCF delivered.

2. Al commercial and residential customers paid rates ranging from $11.00 to 316.00
per MCF delivered

3. The Town of Waterproof, Louisiana paid $.20 per MCF that passed through the Joint
Line's pipeline.

D. BUDGETS
The Joint Gas Line is not reguired (o and does not adopt a budget.
F. CASH AND CASH EQUIVALENTS

Cash includes amounts in demand deposits, interest-bearing demand deposits, and time
deposits Cash eguivalents include amounts in those time deposits and invesiments 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 Louisiana Law and national banks with principal offices in Louisiana.

G. USE OF ESTIMATES

The preparation of financial stalements in accordance with generally accepted
accounting principles requires management to make estimates and assumptions that
affect the reported amounts of assets and #abilities and disclosure of contingent assets
and liabifities at the date of the financial staterments and the reported amount of revenue
and expense during the reported period. Actual resulis could differ from those estimates.

114~



TOWNS OF NEWELLTON AND 8T. JOSEPH, LOUISIANA
JOINTLY OWNED GAS LINE OPERATIONS AND MAINTENANCE FUND
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30,2005

NOTE 2 - CASH AND INVESTMENTS

State statutes require the Joint Line to invest surplus ¢ash balances in obligations of the United
States Treasury, time certificates of deposit. and any other federally insured investments. At
June 30, 2005, the Joint Gas Line had cash and investments (book balances) as follows:

Demand deposits $ 392,945
Time deposils 22008
Total $ 415,047

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 of the
pledged securities plus federal deposit insurance must at all times equal the amount on deposit
with the fiscal agent. Thase securities are held in the name of the pledging fiscal agertina
holding custodial bank that is mutually acceptable to both parties.

At June 30, 2005. the Joint Gas Ling had $404.711 in deposils. Of this batance, $262,425 is
secured from risk by securdies held hy the custodial bank in the name of the fiscail agent bank.
Even though the pledged securities are considered uncollateralized. Lowsiana 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 funds upon demand.

NOTE 3~ ACCOUNTS RECEIVABLE

Trade agcounts receivable at Jure 30, 2005 are summarized as follows:

Towns of Newellton and St. Joseph, Louisiana $ 16018

Cther customers 10,002

Total 26.020
Less allowance for doubtful accounts 5.888
Net accounts receivable S 2013

The Joint Line provides an allowance for uncoilectible accounts based on evaluation of
outstanding accounts receivable. The amount that is charged to the aflowance account is
determingd by the use of histerical collection data and specific account analysis. The amount
charged to bad debt expense for 2005 was $2,796.

13-



TOWNS OF NEWELLTON AN ST. JOSEPH, LOUISIANA
JOINTLY OWNED GAS LINE OPERATIONS AND MAINTENANCE FUND
NOTES TC THE FINANCIAL STATEMENTS
JUNE 30, 2005

NOTE 4 - RELATED PARTY TRANSACTIONS
The Towns of Newellion and St. Joseph, Louisiana jointly own the gas line that supplies natura!

gas to each of the towns. Each town purchases gas from the Joint Line for resale to their
citizens. For the year ended June 30, 2005, the purchase of gas by ach town was as follows:

Town of Neweliton, Louisiana § 257235
Town of 5t. Joseph, Louisiana 249 689
Total S 506 954

As of June 30, 2005, the amount due from each town for gas purchases was as follows:

Town of Newellton, Louisiana $ 10,052
Town of St. Joseph, Louisiana 5,966
Total due from the Towns $ 16018

NOTE 5~ COMMITMENTS, CONTINGENCIES, AND CONCENTRATIONS

The Joint Gas Line purchases 100% of the natural gas it selis from L_ocust Ridge Gas Company.
Locust Ridge Gas Company, which is owned by a private investor, has continued o supply
natural gas to the Joint Line without a signed contract. At June 30, 2005 the Joint Gas Line is stifl
in negotiations with the ownar for the continuation of the supply of natural gas, but no contract
has been signed by either party.

=13~
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GOVERNMENT AUDITING STANDARDS



REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE
AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED iN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Honorable Mayors of the

Towns of Neweliton and St Joseph, Louisiana

Jointly Owned Gas Line Operation and
Mainienance Fund

St Joseph, Louisiana

We have audited the financial statements of the Towns of Newellton and St. Joseph, Louisiana
Jointly Owned Gas Line Operations and Maintenance Fund (the Joint Gas Line) as of and for the
year ended June 30, 2005. and have issued our report thereon dated December 12, 2005. We
conducted our audit in accordance with auditing standards generaliy accepted in the United
States of America; the standards applicable ‘o financial audits contained in 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
thz Louisiana Legislative Auditor

Internal Control over Financial Reporting

In planning and performing our audit, we considered the Joint Gas Line's internal control over
financial reporting in order to determine our auditing procedures for the purpose of expressing our
opinion on the financial statements and not to provide assurance on the internal control over
financial reporting. Our consideration of the internal control over financial reporting would not
necessanly disclose all matters in the internal control that might be material weaknesses A
material weakness is a reporiable condition in which the design or operaticn of one or more of the
internal control components does not reduce to a relatively low level the risk that misstatements
caused by error or fraud in amounts that would be material in relation to the financial statements
being audited may occur and not be detected within a timely period by employzes in the normal
course of performing their assigned functions. We noted no matters involving the internal control
over financial reporting and its operation that we consider o be material weakresses.,

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Joint Gas Line's financial
statements are free of material misstatements, we performed tests of its compliance with certain
provisions of iaws. regulations. contracts, and grants. nencomphance with which could have a
direct and material effect on the determination of financial statement amounts However,
praviding an opirion on noncompliance with those provisions was not the objective of our audit
and. accerdingly, we do not express such an opinion. The results of our test disclosed nc
instances of noncompliance that is required to be reported under Government Auditing
Slandards.

-14-



Honorable Mayors of the

Towns of Neweliton and St Joseph, Louisiana

Jointly Owned Gas Line Operations and Maintenance Fund
Page Two

This report is intended solely for the information of management of the Joint Gas Line and the
Legisiative Auditor for the State of Louisiana and 15 not intended to be and should not be used by
anyone other than these specified parties. Under Louisianza Revised Statute 24:513. this report s
distributed by the Legistative Auditor as a public document.

LR S TECL VN e S

Vicksburg, Mississippl
December 12. 2005
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TOWNS OF NEWELLTON AND 8T. JOSEPH, LOUISIANA
JOINTLY OWNED GAS OPERATIONS AND MAINTENANCE FUND
STATUS OF PRIOR YEAR FINDINGS
JUNE 30, 2005

The following is a summary of the status of the prior year findings included in the auditor's report
dated October 6, 2004 covering the examination of the financial statements of the Towns of
Neweliton and St. Joseph, Louisiana Jointly Cwned Gas Line Operations and Maintenance Fund
as of and for the year ended June 30, 2004
1. Failure to Timely 81l Transportation Charges for Town of Waterproof, Louisiana
Finding: The Town of Waterproof was not billed in a timely manner during 2004,
Status: Cieared in 2005
2. Collection of Accounts Receivable

Finding: At FYE 6/30/04 there had been no attempt by management to coliect the Town
of 5t Joseph's signvficant cutstanding debt.

Status: Collected n 2005 There are no significant debts ouistanding at FYE 8/30/05.

-16-



