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Luffey 
Huffm an 
& M onroe 

(A Professional Accounting Corporation) 

C ERTIFIED PU BLIC A C C O UN TA N TS 

INDEPENDENT AUDITORS REPORT 

HO NO RABLE M AYO RS O F THE 
TOW NS OF NEW ELLTON AND ST. JOSEPH, LOUISIANA 
JOINTLY OW NED GAS LINE OPERA TION 

AND M AINTENANCE FUND 
ST. JOSEPH, LO UISIANA 

Francis I. Huffman, CPA 
L. Fred Monroe, CPA 
Esther Atterberry, CPA 

John L. Luffey, MBA, CPA (1963-2002) 

W e have audited the accom panying financial statem ents of the Tow ns of New ellton 
and St, Joseph, Louisiana Jointly Ow ned Gas Line O peration and Maintenance 
Fund (the Joint Gas Line) as of and for the year ended June 30, 2002, as listed in the 
Table of Contents. These financial statem ents are the re sponsibility of the Joint Gas 
Line's managem ent. Our responsibility is to express an opinion on these statements 
based on our audit. 

W e conducted our audit in accordance with auditing standards generally accepted in the 
United States of Am erica, the standards for financial audits contained in the 
Govem m ent Auditing Standards issued by the Com ptroller General of the United States 
and the Louisiana Govern m ental Audit Guide, issued by the Louisiana Legislative 
Auditor and the Louisiana Society of Certified Public Accountants. Those standards 
require that we plan and perform the audit to obtain reasonable assurance about 
whether the financial statem ents are free of m aterial m isstatem ent. An audit includes 
exam ining, on a test basis, evidence supporting the am ounts and disclosures in the 
financial statements. An audit also includes assessing the accounting principles used 
and significant estimates made by managem ent, as well as evaluating the overall 
financial statement presentation. W e believe that our audit provides a reasonable basis 
for our opinion. 

In our opinion, the financial statem ents referred to above present fairly, in all m aterial 
respects, the financial position of the Joint Gas Line, as of June 30, 2002, and the 
results of its operations and cash flows for the year then ended in conform ity with 
accounting principles generally accepted in the United States of America. 

In accordance with Governm ent Auditing Standards, we have also issued our report 
dated Decem ber 6, 2002 on our considerations of the Joint Gas Line's internal 
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Honorable M ayors of the Tow ns of New ellton and 
St. Joseph, Louisiana Jointly Ow ned Gas Line 
O peration and M aintenance Fund 
Independent Auditors' Report 

control over financial reporting and our tests of its com pliance with certain provisions of 
laws, regulations, contracts, and grants. That report is an integral part of an audit 
perform ed in accordance with Governm ent Auditing Standards and should be read in 

conjunction with this report in considering the results of our audit. 

(A Professional Accounting Corporation) 

Decem ber 6, 2002 
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TO W N S O F NEW ELLTO N AN D ST. JO SEPH , LO U ISIAN A  

JO IN TLY O W NED G A S LINE O PER A TIO N  AN D M A IN TENAN CE FUND 

Cash 
Investm ents 

Accounts Receivable 

TO TAL A SSETS 

A SSETS 

BAL AN CE SH EET 
JUNE 30, 2002 

LIABILITIES AN D FUND EQUITY 

Liabilities: 

A ccounts payable 
A ccrued liabilities 
Custom er deposits 

Total Liabilities 

Fund Equity: 
Towns' Equity 

TOTAL LIABILITIES AN D FUND EQUITY 

The accom panying notes are an im egral part of this statem ent 

221,915 
61,943 

9,793 

$ 293,651 

8,265 
792 

163 

9,220 

284,431 

293,651 



 

TO W N S O F NEW ELLTO N AN D ST. JO SEPH , LO U ISIAN A 

JOINTLY O W N ED G AS LINE O PERATION AN D M AINTENAN CE FUN D 

STATEM ENT OF REVENUES, EXPENSES, AND TOW NS' EQUITY 
FO R  TH E YE AR  ENDED JU NE 30, 2002 

R evenues: 

Charges for services 
Cost of sales 

G ross profit from  operations 

Expenses: 
Salaries and w ages 

Payroll taxes 

Contracted services 
Drug testing 
Leak surv ey 

Legal an d audit 
M iscellaneous 
Office supplies and postage 
Repairs and m aintenance 

Total expenses 

O perating incom e 

N onoperating Incom e: 
Interest incom e 

Reduction in prior purchases of gas 

N et incom e 

Tow ns' Equity at beginning of year 

TOW NS' EQUITY AT END OF YEAR 

The accom pan y notes are an integral part of this statem ent 

387,675 
223,372 

164,303 

4,000 
492 

9,000 
50 

1,880 
125 

78 
135 

2,901 

8,661 

145,642 

3,038 

30,244 

178,924 

105,507 



 

TO W N S O F NEW ELLTO N AND ST. JO SEPH , LO UISIAN A 

JO INTLY OW NED G AS LINE O PERA TIO N AN D M AINTENAN CE FUND 

STA TEM ENT O F CA SH  FLO W S 
FO R TH E YEAR ENDED JUNE 30, 2002 

Cash flow s from  operations: 
Operating Incom e 

Adjustments to reconcile operating income 
to net cash provided by operating activities 
D ecrease in accounts receivable 
D ecrease in accounts payable 
In crease in accrued liabilities 

Decrease in custom ers deposits 

N et cas h provided by operations 

C ash flow s from  financing activities: 

In creas e in investm ents 
In terest incom e 

Net cas h provided by financing activities 

Net increase in cash 

Cash at beginning of year 

CA SH  AT END O F YEAR  

Supplem ental disclosure of noncash f'm ancing activity 
D ecreas e in prior years liability for gas purchases 

The accom pan ying notes are an integral part of this statem ent. 

145,642 

4,951 

(3,028) 
792 

(2) 

148,355 

(1,427) 
3,201 

1.774 

150,129 

71,786 

221,915 

30,244 



 

TO W NS O F NEW ELLTON AND ST. JO SEPH , LO UISIAN A 
JOINTLY OW NED GA S LINE O PERATION S AND M AINTENAN CE FUN D 

N O TES TO TH E FINAN CIAL STATEM EN TS 
FO R TH E YEAR  ENDED JUNE 30, 2002 

INTR O DU CTIO N 

The Town of N ewellton and the Town of St. Joseph, Louisiana Jointly Owned Gas Line 

Operation and M aintenance Fund (the Joint Gas Line) is a joint venture of the two Northeast 
Louisian a towns. Its purpose is to provide natural gas to the tw o towns for resale to their 
citizens and approxim ately fifteen oth er custom ers in the service area. The gas is tran sm itted 
from  local gas fields by w ay of the pipeline to th e tw o towns. The Board of A lderm en an d the 
M ayors of the two Towns govern the Joint Line. 

NOTE 1 - SUM M ARY O F SIGNIFICAN T ACCO UN TIN G POLICIES 

A . BA SIS O F PRESENTATIO N 

The accompan ying finan cial statem ents of the Joint Gas Line have been prepar ed 

in conformity with generally accepted accounting principles (GAAP) as applied to 
governmental units. The Governmental Accounting Standards Board (GASB) is 
th e accepted stan dar d setting body for establishing govern m ental accoun ting an d 
finan cial reporting principles. 

B. RE PO RTIN G  ENTITY 

As th e m un icipal governing authority, for reporting purp oses, the Joint Gas Lin e 
is considered a separate reporting entity. The finan cial reporting entity consists of 

(a) the primary government, the Joint Line, Co) organizations for which the 
primary government is finan cially accoun table, an d (c) other organ izations for 
which nature an d significan ce of their relationship with  the prim ary governm ent 
ar e such th at exclusion would cause the rep ortin g entity's finan cial statem ent to 
be m isleading or incom plete. 

Under th e provisions of GASB Statem ent No. 14, The Financial Reporting Entity, 
th e Joint Gas Line is considered a special-purpose, stan d-alone unit of local 
governm ent. Both  Towns share equally in the finan cial accountability and 
m an agem ent, th us it cannot be a com ponent un it of either. 

C. FU ND AC CO UNTING  

The Joint Gas  Line uses a fund to report on its finan cial position an d the results of 
its operations. Fund accounting is designed to dem onstrate legal compliance an d 
to aid finan cial m an agem ent by segregating tran sactions relating to certain 
governm ent functions. 



 

TO W NS O F NEW ELLTO N AND ST, JOSEPH , LO UISIAN A 
JO INTLY OW NED GA S LINE OPERATIONS AND M AINTENAN CE FUND 

NO TES TO THE FINAN CIAL STATEM ENTS 
FO R TH E YEAR  ENDED JU NE 30, 2002 

A fund is a separate accounting entity with self-balancing set of accoun ts. The 
Joint Gas Line uses the proprietary fund for all of its operations. A description of 
th e proprietary fund is as follows: 

Proprietary Funds 

Proprietary funds are used to account for activities sim ilar  to those found in the 
private sector, where the determination of net incom e is necessary or useful to 
sound finan cial adm inistration. The Joint Gas Lin e functions as an  Enterprise-type 

Proprietary fun d to accoun t 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 determ in ations of revenues earned, expenses incurred, an d/or net incom e 
is appropriate, for capital m aintenan ce, public policy, m anagem ent control, 
accountability, or other purposes. 

D. BASIS O F A CCOUNTING 

The accoun ting and finan cial reporting treatm ent applied to a fu nd is determ ined 
by its m eas urem ent focus. Proprietary funds ar e accounted for on a flow of 
econom ic resources m eas urem ent focus an d a determ ination of net incom e an d 
capital m aintenan ce. W ith this m eas urem ent focus, all as sets an d all liabilities 
associated with  the operations of th ese funds ar e included on th e balan ce sheet. 
The proprietary fund uses the accrual basis of accoun ting. Revenues are 
recognized when earned an d expenses are recognized at the tim e the liability is 
incurred. 

E. BUDGETS 

The Joint Gas Line does not adopt a budget. 

F. CASH AND CASH EQUIVALENTS 

Cas h includes am oun ts in dem and deposits, interest-bearing dem an d dep osits, and 
tim e dep osits. Cas h equivalents include am ount in those tim e deposits an d 
investm ents with m aturities of 90 days or less. Under state law , th e Joint Gas 
Line m ay deposit funds in dem an d deposits, m oney m arket accoun ts, or tim e 
dep osits with  state banks organized under Louisian a Law an d national banks with 
principal offi ces in Louisiana. 



 

TO W N S O F N EW ELLTO N AND ST. JO SEPH , LO UISIANA  
JOINTLY O W NED GAS LINE O PERATIONS AN D M AINTENAN CE FUND 

N O TES TO TH E FINAN CIAL STA TEM ENTS 
FOR  TH E YEAR ENDED JUNE 30, 2002 

G . U SE O F ESTIM A TES 

The preparation of financial statem ents in accordance with generally accepted 
accounting principles requires m an agem ent to m ake estim ates an d assum ptions 
th at affect th e reported am oun ts of assets an d liabilities an d disclosure of 
contingent assets and liabilities at th e date of the finan cial statem ents an d the 
reported am ount of revenue and expense during the reported period. Actual 
results could differ from  those estim ates. 

NO TE 2 - CASH AN D INVESTM ENTS 

At June 30, 2002, the Joint Gas Line had cash and investments (book balan ces) as 
follows: 

Dem and deposits 
Tim e deposits 
Total 

$ 221,915 
61,943 

$ 283,858 

Under state law, these dep osits (or resulting bank balan ces) must be secured by 
federal deposit insur ance or th e pledge of securities owned by th e fiscal agent bank. 
The m arket value of the pledge securities plus the federal deposit insuran ce m ust at 
all tim es equal th e am ount on dep osit with  the fiscal agent. These securities are held 
in the nam e of the pledgin g fiscal agent in a holding custodial bank that is m utually 
acceptable to both parties. 

At Jun e 30, 2002, the Joint Gas Line has $285,119 in deposits (collected bank 
balan ces). These balances are secured from risk by $140,884 of Federal deposit 
insuran ce and $144,235 of pledged securities held by the custodial bank in the nam e 
of the fiscal agent bank (GASB Category 2). Even though the pledge securities are 
considered uneollateralized (Category 2) under the provisions of GASB Statement 3, 
Louisian a Revised Statutes 39:1229 im poses a statu tory requirem ent on the custodial 
bank to advertise an d sell the pledge securities w ithin 10 days of being notified by the 
Joint Gas Line th at th e fiscal agent failed to pay deposited funds upon dem an d. 

NOTE 3 - ACCOUNTS RECEIVABLE 

Trade accounts receivable at Jun e 30, 2002 are sum m arized  as follows 



 

TO W N S O F NEW ELLTO N AND  ST. JO SEPH , LO UISIAN A 
JOINTLY OW NED GAS LINE O PERATIO NS AN D M AINTENAN CE FUND 

N O TES TO TH E FINAN CIAL STATEM ENTS 
FOR THE YEAR ENDED JUNE 30, 2002 

Towns of Newellton and St. Joseph, Louisiana $ 
Other Custom ers 

8,761 

1,032 

Total Accounts Receivable $ 9,793 

N O TE 4 - RELA TED PAR TY TR AN SACTIO NS 

The Towns of Newellton and St. Joseph, Louisian a jointly own the gas line which 
supplies natural gas to each of the towns. Each town pur chases gas from the Joint 
Line for resale to their citizens. For the year ended June 30, 2002 the purchase of gas  
by each tow n w as as follow s: 

Tow n ofN ew ellton, Lousiana 

Town of St. Joseph, Lousiana 

Total 

$ 190,188 
156,331 

As of Jun e 30, 2002 the am ount due from  each town  for gas  purchas es was follow s 

Town  of New ellton, Louisiana 
Town of St. Joseph, Lo uisiana 

Total Due from  the Towns 

$ 5,171 
3,590 

NOTE 5 --COM M ITM ENTS, CONTINGENCIES, AN D CO NCENTRATIO NS 

The Joint Gas Line was billed for natural gas purchas es of $30,244 in April 1997 for 
which they did not m ake paym ent, D uring the period after the Joint Gas Line 
received the bill, the com pany from  whom the gas  had been purchased, was  sold 
several tim es. The Joint Gas  Line was never rebilled for the am ount ow ed and has  
never paid the original bill. At June 30, 2002, m anagem ent of th e Joint Gas Line 
elected to write off this am ount against current year operations an d did not include it 
in accoun ts payable on the fin an cial statem ents. 

The Joint Gas Line has a contract with Locust Ridge Gas Compan y to purchase its 
natural gas. This gas  com pan y supplies 100% of th e natural gas used by the Joint Gas 
Line. 
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l-'d Luffey Huffman & Monroe 
(A Professional Accounting Corporotion) 

C ERTIFIED PUBLIC A C C O UN TA N TS 

Francis I. Huffman, CPA 
L. Fred Monroe, CPA 
Esther Atterberry, CPA 

John L. Luffey, MBA, CPA (1963-2062) 

REPORT ON COM PLIANCE AND ON INTERNAL CO NTROL 
OVER FINANCIAL REPO RTING BASED ON AN AUDIT OF 
FINANCIAL STATEM ENTS PERFORM ED IN ACCO RDANCE 

W ITH G OVERNM EN T A UDITING STA NDARDS 

Honorable M ayors of the 
Tow ns of New ellton And St. Joseph, Louisiana 
Jointly Ow ned Gas Line O perations and Maintenance Fund 
St. Joseph, Louisiana 

W e have audited the financial statem ents 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, 2002, and have issued our report thereon 
dated Decem ber 6, 2002. W e conducted our audit in accordance with auditing 
standards generally accepted in the United States of Am erica; the standard applicable 
to financial audits contained in Government Auditing Standards, issued by the 
Com ptroller General of the United States; and the Louisiana Govern m ental Audit Guide, 
issued by the Louisiana Society of Certified Public Accountants and the Louisiana 
Legislative Auditor. 

Com pliance 

As part of obtaining reasonable assurance about whether the Joint Gas Line's financial 
statem ents are free of m aterial m isstatem ents, we perform ed test of its com pliance with 
certain provisions of laws, regulations, contracts, and grants, noncom pliance with which 
could have a direct and m aterial effect on the determ ination of financial statem ent 
amounts. However, providing an opinion on noncom pliance with those provisions was 

not the objective of our audit and, accordingly, we do not express such an opinion. The 
results of our test disclosed no instances of noncom pliance that are required to be 
reported under Govern m ent Auditing Standards. However, we did note two instances of 
im m aterial noncom pliance that we have reported to m anagem ent of the Joint Gas Line 
in a separate letter dated Decem ber 6, 2002. 

Internal Control over Financial Reporting 

In planning and perform ing our audit, we considered the Joint Gas Line's intern al control 
over financial reporting in order to determ ine 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 
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Honorable M ayors of the 
Tow ns of New ellton and St. Joseph, Louisiana 
Jointly Ow ned Gas Line O perations and Maintenance Fund 
St. Joseph, Louisiana 

financial reporting would not necessarily disclose all m atters in the internal control that 
m ight be m aterial weaknesses. A m aterial weakness is a condition in w hich the design 
or operation of one or more of the internal control com ponents does not reduce to a 
relatively low level the risk that m isstatem ents in am ounts that would be m aterial in 
relation to the financial statem ents being audited m ay occur and not be detected within 
a timely period by em ployees in the normal course of perform ing their assigned 
functions. W e noted no m atters involving the intern al control over financial reporting and 
its operations that we consider to be m aterial weaknesses. 

This report is intended for the inform ation of m anagem ent of the Joint Gas Line and the 
Legislative Auditor for the State of Louisiana and is not intended to be used and should 
not be used by anyone other than these specified parties. 

(A Professional Accounting Corporation) 

Decem ber 6, 2002 
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TO W N S O F NEW ELLTO N AN D ST. JO SEPH , LO U ISIA N A 
JOINTLY OW NE D GAS LINE O PERA TIO NS AND M AINTENAN CE FUND 

SUM M ARY STATUS OF PRIO R AUDIT FINDIN G S 

The follow ing is a sum m ary of the status of the prior year findings included in the predecessor 
auditor's audit report dated August I0, 2001 covering the examination of the financial statem ents 
of the Towns of N ewellton and St. Joseph, Louisiana Jointly Owned Gas Line Operations an d 
M aintenan ce Fund as of an d for the year  ended June 30, 2001 

2001 - 01 Segregation of D uties 

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

Status: 

Resolved in fiscal year 2002 
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Luffey 
Huffm an 
& M onroe 

(A Professional Accounting Corporation) 

C ERTIFIED PU BLIC A C C O UN TA N TS 

M ANAG EM ENT LETTER 

Honorable M ayors 
Tow ns of New ellton and St. Joseph, Louisiana 
Jointly Ow ned Gas Line O perations and Maintenance Fund 
St. Joseph, Louisiana 

Francis 1. Huffman, CPA 
L. Fred Monroe, CPA 
Esther Atterberry, CPA 

John L Luffey, MBA, CPA (1963-2002) 

In planning and perform ing our audit of the financial statem ents of the Tow ns of 
Newellton and St. Joseph, Louisiana Jointly Ow ned Gas Line Operation and 
Maintenance Fund (the Joint Gas Line) as of and for the year ended June 30, 2002, 
we considered its internal control structure in order to determ ine our auditing 
procedures for purposes of expressing our opinion on the financial statem ent and not to 
provide assurance on the internal control structure or overall com pliance with laws and 
regulations. 

However, during our audit we becam e aware of certain m atters that are opportunities for 
strengthening the overall environm ent for com pliance with laws and regulations. This 
letter does not effect our report dated Decem ber 6, 2002 on the financial statem ents of 
the Joint Gas Line. 

1. Failure to File Em ployers  Quarterly Tax Returns Tim ely 

Finding: In perform ing our test of payroll, we noted that the Joint Gas Line had not 
filed its em ployers quarterly tax return for the first quarter ended M arch 2002 tim ely 
and that the return due for the second quarter ended June 30, 2002 had not been 
filed at all. The Internal Revenue Service regulations require that an em ployer file 
their quarterly federal tax return by the last day of the month after the quarter ends. 
The failure of the Joint Gas Line to file these returns timely has subjected them to 
penalties from the Internal Revenue Service. 

Recom m endation: All em ployers' quarterly federal tax retum s, which have not 
been filed, should be filed im m ediately. All quarterly return s should be filed tim ely to 
avoid penalties and possible liens from taxing authorities. 

M anagem ent's Corrective Action Plan: As recom mended, we have filed the 
Employer's Quarterly Federal Tax Returns for the three quarters ended September 
30, 2002 and will file all tax returns on time in the future. 
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Tow ns of Newellton and St. Joseph, Louisiana 
Jointly Ow ned Gas Line Operations 

and M aintenance Fund 
M anagem ent Letter 
Page 2 of 2 

2. Failure to issue Form  1099 

Finding: During the year ended June 30, 2002 the Joint Gas Line issued checks 
totaling $9,000 to two individuals. Internal Revenue Service Regulations require the 
Joint Gas Line to issue a form 1099 to any individual paid $600 or more in a 
calendar year. The Joint Gas Line did not issue a 1099 to either individual for 
calendar year 2001. 

Recom m endation: The Joint Gas Line should issue 1099's reporting the amounts 
paid to the individuals for the year in which they were not issued. In addition the 
Joint Gas Line should ensure that, in the future, Form 1099's are issued for all 
payments requiring reporting. 

M anagem ent's Corrective Action Plan: In accordance with the Internal Revenue 
Service Regulations, we will issue a Form 1099 to all individuals who provides 
personal serv ices to the Joint G as Line in the future. 

(A Professional Accounting Corporation) 

Decem ber 6, 2002 


