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IND EPEN DENT AU DITO R S' R EPO R T 

l lonorable M ayors of tile Tow ns of N ew ellton and St. Joseph, Louisiana 
Jointly O wned G as Line O peration and M aintenance Fund 
Tow ns of New ellton and St. Joseph, Louisiana 

W e have audited the accom panying general purpose financial statem ents of the Tow ns of N ew ellton 
and St. Joseph, Louisiana, Jointly O w ned G as Line O peration and M aintenance Fund as of and for 
the year ended June 30, 2001, as listed in the table of contents. These general-purpose financial 
statem ents are the responsibility of the Towns' m anagcm cnL O ur responsibility is to express an 
opinion on these general-purpose financial statem ents based on our audit. 

W e conducted our audit in accordance w ith auditing standards generally accepted in the U nited 
States of Am erica and Governm ent A uditing Standards" issued by the Com ptroller G eneral of the 
U nited States. Those standards require that w e plan and perform  the audit to obtain reasonable 
assurance about w hether the general-purpose financial statem ents are free of m aterial 
m isstatem ent. A n audit includes assessing the accounting principles used and significant estim ates 
m ade by m anagem ent, as well as evaluating the overall general-purpose financial "statem ent 
presentation. W e believe that our audit provides a reasonable basis for our opinion. 

In our opinion, the general purpose financial statem ents referred to above present fairly, in all 
m aterial respects, the financial position of the Towns of Newellton and St. Joseph, Louisiana, 
Jointly O wned G as Line O peration and M aintenance Fund as of June 30, 2001, and the results of its 
operations for the year then ended, in conform ity with accounting principles generally accepted in 
the United States of A m erica. 

In accordance w ith Governm ent A uditing Standards, w e have also issued reports dated on A ugust 
10, 2001 our consideration of the Town s of New ellton and St. Joseph, Louisiana Jointly Own ed G as 
Line Operation and M aintenance's internal control structure on its com pliance w ith law s and 
regulations. 

Ferriday, Louisiana 
August 10, 2001 

1840 NORTtt L. L. W ALLACE BLVD 1: O. BOX 478 FERRI DAY, LA 71334 (318) 757-6511 FAX (318) 757-7206 
OFFICES IN NATCHEZ, M ISSISSI FPI 
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TO W N O F NEW ELLTO N, LO UISIA NA 

A ND 

TO W N O F ST. JO SEPH , LO UISIA NA 
JOINTLY OW NED GAS LINE OPERA TION AND M AINTENAN CE FUND 

ASSETS 

Cnrrent assets: 

Cash 

Certificates of deposit 

Accounts receivable, trade (Note 2) 
Interest receivable 

Total assets 

BA LAN CE SH EET 
JUN E 30,200I 

C urrent liabilities: 

A ccounts payable 
C ustom ers' m eter deposits 

T otal liabilities 

Tow ns' equity: 
Fund Balance 

T otal liabilities and tow ns' equity 

$ 71,786 
60,516 

14,744 
163 

147,209 

41,537 
165 

41,702 

105,507 

$ 147,209 

The following notes are an integral part of these financial statements. 
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R evenues: 
Sale of gas 

TO W N O F NEW ELLTO N, LO U ISIANA 

AND 
TO W N O F ST. JO SEPH , LO U ISIANA 

JOINTLY O W NED GAS LIN E OPERA TION AND M AINTENAN CE FUND  

Cost of gas sold 

STATEM ENT OF INCOM E AND TOW NS' EQUITY 
FO R TH E YEAR ENDED JU NE 30, 2001 

G ross incom e from  operations 

O perating expenses: 

M anager's fee 

Repairs and m aintenance 

Legal and audit 
O ffice supplies and postage 

D rug testing 

O ther expenses 
Leak survey 

Total operating expenses 

Net operating Ooss) 

O ther incom e: 
Interest incom e 

Excess of revenues over expenses 

Tow ns' equity at begin ning of year 

Towns' equity at end of year 

$ 692,058 

670,864 

21,194 

12,200 

2,830 

750 
264 

330 
755 

1,240 

18,369 

2,825 

5,727 

8,552 

96,955 

$ 105,507 

The following notes are an integral part of these financial statements. 
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TO W N O F NEW ELLTO N, LO UISIANA 

A ND 
TO W N O F ST. JO SEPH , LO UISIA NA 

JO IN TLY O W N ED GA S LINE O PERA TIO N AND  M A IN TENAN CE FUND  

STATEM ENT O F CASH FLOW S 
FO R TH E YEA R EN D ED JU NE 30, 2001 

Cash flows from  operating activities: 

C ash received from  custom ers 

C asll paym ents to suppliers for goods 

and services 
Cash paym ents to m anager for services 

N et cash provided by operating activities 

Cash flows from  non-capital fin ancing activities 

Cash flows from  capital and related financing 
activities: 

C ash flows from  investing activities 
Investm ent incom e 

N et increase in cash and cash equivalents 

C ash and cash equivalents at July 1, 2000 

C ash and cash equivalents at June 30, 2001 

R econciliation of operating incom e to net cash 

provided by operating activities: 

O perating incom e 

Adjustments to reconcile operating income to 
net cash (used) by operating activities: 
Changes in  assets and liabilities: 

Increase in accounts receivable 
(Decrease) in accounts payable 

Net cash provided by operating activities 

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

$ 686,161 

(682,743) 
(12,200) 

(8,782) 

6,490 

(2,292) 

134,594 

$ 132,302 

$ 2,825 

(5,897) 
(5,71 O) 

$ (8,782) 



 

TO W N O F NEW ELLTO N, LO UISIANA 
AN D 

TOW N  O F ST. JO SEPH , LO U ISIANA 
JO INTLY O W NED GA S LINE O PERA TIO N A ND M A INTENA NCE FUND 

INTR O DU CTIO N 

NO TES TO  TH E FINAN CIA L STA TEM ENTS 
YEAR END ED JUNE 30, 2001 

1. The Town of N ewellton and the Town of St. Joseph Jointly O wned G as lane O peration 

and M aintenance Fund are a joint venture of the two Northeast Louisiana Towns. Its 
purpose is to provide natural gas to the tw o tow ns and a few custom ers in the area. The 
gas is transm itted from local gas fields to the tow ns. 

2. The gas line has no em ployees and is operated by a contractor. 

3. The custom ers of the gas line include the tw o tow ns and approxim ately fifteen additional 
custom ers. 

4. The Board of A lderm en and M ayors of the two Tow ns govern the gas line. 

N O TE 1 - SUM M ARY O F SIG NIFICANT A C CO UNTING  PO LICIES 

A . BA SIS O F PR ESENTATIO N 

The accom panying financial statem ents of the Town of New ellton and Tow n of St. Joseph 
Join tly O wned G as Line have been prepared in conform ity with generally accepted 

accounting principles (GAAP) as applied to governmental units. The Governmental 
Accounting Standards Board (GASB) is the accepted standard setting body for 
establishing governm ental accounting and f'm ancial reporting principles. 

B. R EPO R TIN G  EN TITY 

A s the m unicipal governing authority, for reporting purposes, the Tow n of N ew ellton 
and Town of St. Joseph Jointly O wned G as Line is considered a separate financial 

reporting entity . The financial reporting entity consists of (a) the primary government 
(municipality), (b) organizations for which the primary government is financially 
accountable, and (c) other organizations for which nature and significance of their 
relationship with the prim ary governm ent are such that exclusion w ould cause the 
reporting entity's financial statem ents to be m isleading or incom plete. 

C. FUND A CCO UNTING 

The Joint G as Lin e uses a fund to report on its financial position and the results of its 
operations. Fund accounting is designed to dem onstrate legal com pliance and to aid 
financial m anagem ent by segregating transactions relating to certain governm ent 
functions or activities. 



 

TO W N O F NEW ELLTO N , LO UISIANA 
AN D 

TO W N O F ST. JOSEPH , LO UISIANA 
JO INTLY O W NED G AS LINE O PERA TIO N A ND M A INTENA NCE FUND 

NO TES TO TH E FINAN CIA L STATEM ENTS 
YEAR END ED JUNE 30, 2001 

N O TE 1 -- SUM M A RY O F SIG N IFICANT AC CO UNTIN G PO LICIES - CO NTINU ED 

A fire d is a separate accounting entity with a self-balancing set of accounts. The Joint 
G as Lille uses the proprietary fund for all of its operations. A description of tile 
proprietary fund is as follow s: 

]'ro~ tarv Funds 

Proprietary Funds are used to account for activities sim ilar to those found in the private 
sector, w here the determ ination of net incom e is necessary or useful to sound financial 
adm inistration. Proprietary funds differ from  governm ental funds in that their focus is 
on incom e m easurem ent, w hich, together with the m aintenance of equity is an im portant 
financial indicator. Proprietary funds include: 

!. Enterprise fund-account for operations where the intent of the governing body is that 

the costs (expenses, including depreciation) of providing goods or services to the 
general public on a continuing basis be financed or recovered prim arily through user 
charges. 

D. BA SIS O F A CCO UNTING  

The accounting and financial reporting treatm ent applied to a fund is determ ined by its 
m easurem ent focus. A ll proprietary funds are accounted for on a flow  of econom ic 
resources m easurem ent focus and a determ ination of net incom e and capital 
m aintenance. W ith this m easurem ent focus, all assets and all liabilities associated with 
the operation of this fund arc included on the balance sheet. The proprietary funds use 
the accrual basis of accounting. Revenues are recognized when earned, and expenses are 
recognized at the tim e liabilities are in curred. 

E. BUDG ET 

The Joint G as Line does not adopt a budget. 

F. CASH AND CASH EQUIVALENTS 

Cash includes am ounts in dem and deposits, interest-bearing dem and deposits, and tim e 
deposits. Cash equivalents include am ounts in  tim e deposits and those investm ents with 
original m aturities of 90 days or less. Under state law, the m unicipality m ay deposit 
funds in  dem and deposits, interest-bearing dem and deposits, or tim e deposits w ith state 
banks organ~ ed under Louisiana law or any other state of tile United States, or under 
the law s of the United States. 
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TO W N OF NEW ELLTON, LO UISIANA 
A N D 

TO W N O F ST. JO SEPH , LO U ISIA NA 
JO INTLY OW NED GAS LINE O PERA TIO N AND M AIN TENANCE FUND 

N O TES TO TH E FINAN CIAL STA TEM ENTS 
YEAR END ED JUNE 30, 2001 

N O TE 2 - A C CO UN TS RE CEIVABLE 

The trade accounts receivable at June 30, 2001 are sum m arized below 

Tow ns of N ew ellton and St. Joseph, Louisiana 
O ther custom ers 

Total accounts receivable 

N O TE 3 - A C CO U N TS PAYABLE 

$ 13,461 
1,283 

$ 14,744 

The accounts payable at June 30, 2001 arc sum m arized below : 

G as C om pany $ 41,537 

N O TE 4 -- CAStt A N D CA SH EO UIVALENTS 

Under state law, the gas line m ay deposit funds in dem and deposits, interest bearing dem and 
deposits, m oney m arket accounts, or tlm e deposits w ith state banks organized under 
1.ouisiana law and national banks having principal offices in Louisiana. 

At June 30, 2001 the gas line had cash and cash equivalents according to the bank's balances 
totaling $159,846 as follows: 

Dem and deposit 
Tim e deposits 

T otal 

$ 99,331 
60,515 

$159,846 

Under state law, these deposits, or the resulting bank balances, m ust be secured by federal 
deposit insurance or the pledge of securities ow ned by the fiscal agent bank. The m arket 
value of the pledged securities plus the federal deposit insurance m ust at all tim es equal the 
am ount on deposit w ith the fiscal agent. These securities are held in the nam e of the 
pledging fiscal agent bank in a holding or custodial bank that is m utually acceptable to both 

parties. Cash and cash equivalents (bank balances) at June 30, 2001 are secured as follows: 

Federal deposit insurance $159,846 



 

TO W N O F NEW EI,LTO N, LO UISIANA 
A N D 

TO W N O F ST. JO SEPH , LO UISIANA 
JO INTLY O W NED G A S LIN E O PERA TIO N A ND M A INTE N A NC E FUN D 

NO TES TO TH E FINANCIA L STATEM ENTS 
YEAR ENDED JUN E 30, 2001 

N O TE 5 - R ELATED PA RTY TRANSA CTIO N S 

The Towns of Ncwcllton and St. Joseph, Louisiana own the joint gas line and are tile nmjor 
purchaser of gas. Their respective am ounts of gas purchased arc as follows: 

N ew ellton 
St. Joseph 
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$328,782 
319,629 

$ 648,411 
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l)[ NNIS R, $14'11ZER, CPA 
11, M YLI:S IIOPKINS, CPA 
SUSAN L, M ANGI:, CPA 

JOIIN M, JONES, CPA 1921 - 1983 

SW ITZER, HOPKINS & MANGE 
Certified Public A ccountants 

REPO RT O N CO M PLIAN CE A ND ON IN TER NA L CONTR O L O V ER 
O V ER FINANCIAL R EPO RTING BA SED O N AN A UD IT 

O F FINA NCIAL STA TEM ENTS PER FO RM ED IN 
A CCO RD A N CE W ITIt GO VERNM EN T A UDITIN G STANDARD S 

llonorablc M ayors of the Towns of N ewellton and St. Joseph, Louisiana 
Jointly O wned G as Line O peration and M aintenance Fund 
Tow ns of New cllton and St. Joseph, Louisiana 

W e have audited the general-purpose financial statem ents of the Tow ns of N ew cllton and St. 
Joseph, Louisiana Jointly O w ned G as Line O peration and M aintenance Fund as of and for the year 
ended June 30, 2001, and have issued our report thereon dated August 10, 2001. W e bare 
conducted our audit in accordance with generally accepted auditing standards and the standards 
applicable to financial audits contained in Governm ent A uditing Standards., issued by file 
C om ptroller G eneral of the U nited States. 

C om_ pliance 

A s part of obtaining reasonable assurance about whether Towns of N ewcllton and St. Joseph, 
Louisiana Jointly O wned G as Line O peration and M aintenance Fund's general purpose financial 
statem ents are frec of m aterial nfisstatem ent, we perform ed tests of its com pliance with certain 
provisions of law s, regulations, contracts and grants, noncom pliance w ith w hich could have a direct 
and m aterial effect on the determ ination of financial statem ent am ounts. Ilowever, providing an 

opinion on compliance with those provisions was not an object of our audit, and accordingly, we do 
not express such an opinion. The results of our tests disclosed no instance of noncom pliance that is 
required to be reported under Governm ent A uditing Standards. 

Internal Control O ver Financial Renortine 

In planning and perform ing our audit, w e considered the T ow n of N ew ellton and St. Joseph, 
Louisiana Jointly O w ned G as Line Operation and M aintenance Fund's internal control over 
financial reporting in order to determ ine our auditing procedures for the purpose of expressing our 
opinion on the general purpose fin ancial statem ents and not to provide assurance on the internal 
control over financial reporting. H ow ever, w e noted certain m atters involving the internal coutrol 
over financial reporting and its operation that w e consider being reportable conditions. Reportable 

1840 NORTH E. E. WALLACE BLVD. e.B~ox 47s F~KKmAY, LA 7~33~ 
OFFICES IN NATCHEZ, M ISSISSIPPI 
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lionorable M ayors of the Towns of New ellton and St. Joseph, Louisiana 
Jointly O wned G as Line O peration and M aintenance Fund 
Page Tw o 

conditions involve m atters com in g to our attention relating to significant deficiencies in the design 

or operation of the internal control over financial reporting that, in our judgement, could adversely 
affect the Town of New ellton and St. Joseph Louisiana Jointly O wned G as Line O peration and 
M aintenance Fund's ability to record, process, sum m arize and report financial data consistent with 
the assertions of m anagem ent in the general purpose financial statem ents. Reportable conditions 
are described in the accom panying schedule of findings and questioned costs as item s 2000-01. 

A m aterial weakness is a condition in which the design or operation of one or m ore of tile internal 
control com ponents does not reduce to a relatively low level the risk that m isstatem enls in am ounts 
that w ould be m aterial in relation to the general purpose financial statem ents being audited m ay 
occur and not be detected w ithin a tim ely period by em ployees in the norm al course of perform ing 
their assigned functions. O ur consideration of the in ternal control over financial reporting would 
not necessarily disclose all m atters in the in ternal control thai m ight be reportable conditions and, 
accordingly, would not necessarily disclose all reportable conditions that are also considered 1o be 
m aterial weaknesses, ltowever, we do no believe the reportable condition described above is a 
m aterial w eakness. 

This report is intended for the in form ation and use of m anagem ent of tile district and the 
Legislative Auditor of the State of Louisiana. llowcver, this report is a m atter of public record and 
its distribution is not lim ited. 

Ferriday, Louisiana 
A ugust 10, 2001 
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TOW N O F NEW ELLTO N, LO UISIANA 
AND 

TO W N O F ST. JO SEPH , LO UISIANA 
JO INTLY O W NED GA S LINE O PERA TIO N AND M A INTENANC E FUND 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
JUN E 30, 2001 

A . Sum m arv of A udit R esults 

T he auditors' report expresses an unqualified opinion on the general-purpose financial 
statem ents of the Tow n of Newellton and St. Joseph Jointly O wned G as Line O peration and 
M aintenance Fund. 

2. O ne reportable conditions in internal control disclosed during the audit of the general purpose 
financial statem ents are reported in the R eport on C om pliance and on Internal Control over 
Financial R eporting Based O n A n A udit of Financial Statem ents Perform ed In Accordance 
W ith G overnm ent A uditing Standards. 

3. N o instances of noncom pliance certain law s and regulations w ere disclosed during the audit. 

B. Findings - Financial Statem ent A udit 

2001 -, 01 Segregation of D uties 

Finding: 

R ecom m cndation 

R esponse: 

There is insuffi cient segregation of duties necessary to have an effective 
internal control. 

Since the cost of an internal control system  should not outweigh the 
benefits derived from  it, w e can only recom m end that the G as Line 
consider and analyze the costs versus the benefits associated with hiring 
additional adm inistrative/accountlng personnel, 

The G as Line will im plem ent certain changes outlined in page 17 of this 
report . 
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TO W N O F NEW ELLTO N, LO UISIA NA 
AND 

TO W N O F ST . JO SEPH , LO U ISIA NA 
JO IN TLY O W NED G A S LIN E O PERA TIO N A ND M A IN TENA N C E FUN D 

SUM M ARY OF SCHEDULE OF PRIOR AUDIT FINDINGS (JUNE 30, 2000) 
JU NE 30, 2001 

INTERN A l, CO NTR OL FIND ING S 

2000- 1 Segregation of Duties 

Finding: 

Current status 

2000 - 2 Issuance of 1099's 

Finding: 

There is an insufficient segregation of duties to have an effective 
internal control. 

This finding still applies and is noted in the current audit for the year 
ending June 30, 2000 as condition 2000 - 01. 

D uring the course of the audit, w e noted that the m anager of the Join tly 
O wned G as Lin e w as not issued a 1099 reporting fees earned for 1998. 

Current status: This problem  has been corrected. 
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T O W N S O F N E W E L L T O N A N D ST . JO S E P H , L O U IS IA N A 
JO IN T O P E R A T IO N S A N D M A IN T E N A N C E G A S L IN E 

P O S T O F F I C E B O X 2 1 7 

ST . JO SE P H , L O U ISIA N A 71366 

August 29, 2001 

Switzer ] Iopkins & M ange 
]Z O . Box 478 
Fo riday, LA 71334 

D ear M r. t lopkins 

In regard to the seglvgations ot" duties internal control problem discussed m our audit for the year 

ended June 30, 2001, we will implement the following procedures in an efforl to strengthen internal 
controls. 

2 

5 

M ayor D avis fi:om the q_bwn of N ew el]ton will receive unopened bank statem ents each 
m outh and will review m onthly ac6vity. The bank statem ents will then bc sen~ to 

personnel at the qbwn of St. Joseph for *econciliation. 

Personnel from the qbwn of St. Joseph will maintain the books on the joint line and 
prepare periodic financial reports which will be reviewed by the M ayors of N ewelhon and 

St. Joseph. 

The employee(s) working the joint line will approve invoices for payment but will not have 
check signing authority. 

Mayor Davis of Newelhon and Mayor Brown of St. Joseph will have check signing 
authority. 

M ayor D avis will direct gas purchases and M ayor Brown will direct the custom er sales and 
collection functions. 

Please let m e know if you need additional inform ation 

Sincerely, 

A lex/l )avi~,-,M ayor C/ 
"]'ow n of N ew el]ton 
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Edward L. Brown, M ayor 

"]'own of St. Joseph 


