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RAD IA N  L . HEN NIGAN  
Certified Public Accountant 
1503 Goodwin Road, Suite 1 

Ruston, LA 71270 
318-255-9305 

EPEN D F.N T AI IFIITO R 'S R EPO R 'I 

Board of Comm issioners 
W aterworks D istrict N o. 1 
Farm erville, Louisiana 

I have audited the accompan ying balance sheet of W aterw orks District No. 1 (a 
component unit of Union Parish Police Jury) as of December 31, 1998, and the related 
statem ents of revenues, expenses, and changes in retained earnings an d cash flow s for the 
year then ended. These financial statem ents are the responsibility of W aterworks D istrict 
No. 1 's m an agem ent. Our responsibility is to express an opinion on these finan cial 
statem ents on our audit. 

I conducted m y audit in accordance w ith generally accepted auditing stan dards and 

, issued by the Com ptroller G eneral of the U nited States 
Those stan dards require that I plan and perform  the audit to obtain reasonable assuran ce 
about whether the finan cial statem ents ar e free of m aterial m isstatem ent. An audit 
includes exam ining, on a test basis, evidence supporting the am ounts an d disclosures in 
the finan cial statem ents. An audit also includes assessing the accounting principles used 
an d significant estim ates m ade by m anagem ent, as w ell as evaluating the overall financial 
statem ent presentation. I believe that m y audit provides a reasonable basis for m y 
opinion. 

In m y opinion, the finan cial statem ents referred to above present fairly, in all m aterial 
respects, the finan cial position of W aterworks D istrict N o. 1 as of D ecem ber 31, 1998, 
and the results of its operations and its cash flow s for the year then ended in conform ity 
w ith generally accepted accounting principles. 

M y audit w as conducted for the purpose of form ing an opinion on the finan cial 
statem ents referred to in the first paragraph taken as a whole. The budgetary inform ation 
included on page 5 is presented for purp oses of additional an alysis an d is not a required 
part of the finan cial statem ents of W aterw orks D istrict N o. 1. Such inform ation has been 

subjected to the auditing procedures applied in the audit of the finan cial 
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statem ents and, in m y opinion, is fairly stated in all m aterial respects in relation to the 
financial statem ents taken as a w hole. 

ly, 

Radian L. H ennigan 
Certified Public A ccountant 

June 28, 1999 



 

W aterw orks D istrict N o. 1 

A Com ponent Unit of Union Parish Police Jury 

Proprietary Fund Type - Enterprise Fund 

Balance Sheet 

A SSETS 
Current A ssets 

Cash 

Accounts Receivable - Custom ers 
Prepaid Expenses 
Total Current A ssets 

R estricted A ssets 
Cash 

Investm ents 
Total Restricted A ssets 

Property, Plant and Equipm ent 

W ater Plant and W ater Lines 

Furniture and Equipm ent 
Total 

Less: Accumulated D epreciation 

N et D epreciable A ssets 

Land 
Construction in Progress 
Total Property, Plant and Equipm ent 

O ther A ssets 

TO TAL A SSETS 

D ecem ber 31, 

1998 

69,495 

16,627 

2,340 

88,462 

26,059 

19.343 

45.402 

569,876 

2,024 

571,900 

(231,353) 
340,547 

1,825 

257.37] 

599,743 

1,046 

$ 734.653 

The accompanying notes are an integral part of this statem ent. 
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W aterw orks D istrict N o. 1 

A C om ponent Unit of U nion Parish Police Jury 

Proprietary  Fund Type - Enterprise Fund 

Balance Sheet 

LIA BILITIES A ND R ETAINED EARN IN G S 
LIA BIL ITIES 

Current Liabilities 

(Payable from Current Assets) 
A ccounts Payable 

N otes Payable 
Total 

C urrent Liabilities 

(Payable from Restricted Assets) 
Accrued Interest Payable 

Bonds Payable 
Custom ers' M eter D eposits 

Total 

Total Current Liabilities 

L ong-term  Liabilities 

Bonds Payable 
Total Long-term Liabilities 

TO TA L LIA BIL ITIE S 

R ETAINED EARN IN G S 
R eserved 

Reserved for D ebt Service, D epreciation, and Contingency 

U nreserv ed 

U ndesignated 

TO TA L RE TA INED EARN ING S 

TO TAL LIA BILITIE S A ND RETAIN ED EARNIN G S 

D ecem ber 31, 

1998 

$ 1,595 
340 

1.935 

3,097 

13,197 

2.984 

19,278 

21.213 

461,063 

461,063 

482,276 

41,143 

211,234 

252,377 

$ 734.653 

The accompanying notes are an integral part of this statem ent. 
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W aterw orks D istrict N o. 1 

A Com ponent U nit of Union Parish Police Jury 

Proprietary Fund Type - Enterprise Fund 

Statem ent of R evenues, Expenses, and Changes in R etained Earnings - B udget 

(GAAP Basis) and Actual 
For the Y ear Ended D ecem ber 31, 1998 

O perating R evenues 
W ater Sales 

Installation Fees 
Total Operating Revenues 

O perating Expenses 
Board of Com m issioners' Fees 

Contract Labor 

D epreciation 
Equipm ent Rental 

Insurance 
M aterials, Repairs, and Supplies 

Office Expense 

Other Expense 

Payroll Taxes 

Professional Fees 

Salaries 
Sales Tax 
U tilities 
Total Operating Expenses 

Total O perating Incom e 

Nonopcrating Income (Expense) 
Interest Earned 

Interest Expense 
Total Nonoperating Income (Expense) 

1998 

Budg~ Actual 

$ 150,000 $ 159,488 $ 
3.000 1,g00 

153.000 

1,300 

14,581 

2,000 

2,200 

30,000 

1,800 

6,000 

7,657 

3,000 

15.000 

83,538 

161.288 

940 

14,581 

11,398 
1,418 

2,571 

14,551 
2,277 

949 

586 
2,700 

7,657 

4,573 

10.806 

75,007 

Variance - 
Favorable 

(Unfavorable) 

9,488 

(1,200) 
8,288 

360 

(11,398) 
582 

(371) 
15,449 

(477) 
(949) 
(s86) 
3,300 

(1,573) 
4.194 

8,531 

69,462 86,281 16,819 

1,000 

(14,650) 
(13,650) 

1,980 

(10,767) 
(8,787) 

The accompanying notes are an integral part of this statement. 
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W aterw orks D istrict N o. 1 

A  C om ponent U nit of U nion Parish Police Jury 

Proprietary Fund Type - Enterprise Fund 

Statem ent of R evenues, Expenses, and C hanges in R etained Earnings - Budget 

(GAAP Basis) and Actual 
For the Y ear Ended D ecem ber 31, 1998 

Net Income (Loss) 

R etained Earnings at Beginning of Y ear 

R etained Earnings at End of Y ear 

1998 

55,812 

174,883 

Actual 

V ariance - 

Favorable 

(Unfavorable) 

77,494 21,682 

174,883 

$ 252,377 

The accompanying notes are an integral part of this statem ent 
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W aterw orks D istrict N o. 1 

A Com ponent Unit of Union Parish Police Jury 

Proprietary  Fund Type - Enterprise Fund 

Statem ent of C ash Flow s 
For the Y ear Ended D ecem ber 31, 1998 

Cash flows from O perating A ctivities 

O perating Incom e 
Adjustments to reconcile Operating Income to Net 
Cash Provided by Operating Activities: 

D epreciation 

Changes in: 
A ccounts Receivable 

Prepaid Expenses 
Accounts Payable 

N otes Payable 

Total Adjustments 
N et Cash Provided by Operating Activities 

Cash flow s from  N oncapital Financing A ctivities 

Change in Custom ers' M eter D eposits 

Cash flow s from Capital and R elated Financing A ctivities 

Principal paym ents on bonds payable 
Principal paym ents on notes payable 

Proceeds from interim loan 
Interest paid on bonds and notes payable 
N et Cash Provided by Capital and Related Financing A ctivities 

Cash flow s from Investing A ctivities 

Purchase of fixed assets 

Purchase of investm ents 
Interest received from investm ents 
N et Cash used by Investing Activities 

N et Increase in C ash and C ash Equivalents 

Cash and Cash Equivalents, Beginning of Y ear 

C ash and Cash Equivalents, End of Y ear 

1998 

86.281 

11,398 

(2,439) 
(18) 

(1,417) 
(410) 
7.114 

93,395 

(125) 

(11,519) 
(340) 

183,636 

(10,767) 
161,010 

(183,481) 
(lO, O0O) 
1.980 

(191,5Ol) 

62,779 

32,775 

The accompanying notes are an integral part of this statem ent 
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W aterw orks D istrict N o. 1 

A  C om ponent U nit of U nion Parish Police Jury 

Proprietary  Fund Type - Enterprise Fund 

Statem ent of C ash Flow s 

For the Y ear Ended D ecem ber 31, 1998 

C ash and C ash Equivalents show n on Balance Sheet as: 
C urrent A ssets 

Cash $ 
R estricted A ssets 

Cash 

Total Cash and Cash Equivalents 

69,495 

26,059 

The accompanying notes are an integral part of this statem ent 
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W aterw orks D istrict N o. 1 
A C om ponent U nit of U nion Parish Police Jury  
Proprietary Fund Type - Enterprise Fund 

N otes to the Financial Statem ents 
D ecem ber 31, 1998 

The accounting and reporting policies of W aterworks District No. 1 (the District) 
conform  to generally accepted accounting principles as applicable to governm ents. Such 
accounting and reporting procedures also conform to the requirem ent of Louisiana 
Revised Statutes 24:517 and to the guides set forth in the Louisiana M unicipal Audit and 
Accounting Guide, and to the industry audit guide, Audits of State and Local 
Governm ental U nits. 

The follow ing notes to the financial statem ents are an integral part of the D istrict's 
financial statem ents. 

1. SUM M ARY OF SIGN IFICAN T ACCOUN TIN G POLICIES 

A . H ISTORY 

The D istrict, a co mponent unit of U nion Parish Police Jury, w as created by the 
U nion Parish Police Jury as authorized by Chapter 9 of Title 33 of the Louisiana 
Revised Statutes of 1950. The D istrict is governed by a five-m em ber Board of 
Com m issioners. The D istrict is responsible for the m aintenance and operation of 
the w ater system w ithin the boundaries of the w ater district. 

B . REPORTIN G EN TITY 

The Governmental Accounting Standards Board (GASB) is the accepted standard 
setting authority for generally accepted accounting principles as applied to 
governm ental entities. In June 1991, the GA SB issued Statem ent N umber 14 
"The Financial Reporting Entity." This Statem ent established criteria for 
determ ining which component units of government should be considered part of 
the prim ary governm ent for financial reporting purposes. 

The basic criteria for determ ining a com ponent unit is accountability. The U nion 

Parish Police Jury appoints a voting majority of the Board of Commissioners of 
the D istrict and, therefore, has the ability to im pose its w ill upon the D istrict. The 
D istrict is also financially dependent upon the Police Jury. Therefore, the D istrict 
is considered a component unit of the Police Jury, the prim ary governing body of 
the parish and the governm ental body w ith oversight responsibility. 

C. BA SIS OF ACCOUN TIN G 

B asis of accounting refers to w hen revenues and expenses are recognized in the 
accounts and reported in the financial statem ents. Basis of accounting relates to 
the tim ing of the m easurem ents m ade, regardless of the m easurem ent focus 



 

W aterw orks D istrict N o. 1 
A C om ponent U nit of U nion Parish Police Jury 
Proprietary  Fund Type - Enterprise Fund 

N otes to the Financial Statem ents 
D ecem ber 31, 1998 

applied. The D istrict's records are m aintained on an accrual basis. Revenues are 
recognized w hen they are earned and expenses are recognized w hen they are 
incurred. 

D . BUD GETARY PR ACTICES 

The Secretary-Treasurer prepares the annual budget and presents it to the Board at 
the last m eeting of the preceding year for adoption. Budgeted amounts, including 
subsequent am endm ents, have been included in the accompanying financial 
statem ents. 

E. STATEM EN T OF CASH  FLOW S 

For purposes of the Statem ent of Cash Flow s, the D istrict considers all highly 
liquid investments (including restricted assets) with a maturity of three months or 
less w hen purchased to be cash equivalents. 

F. INVE STM ENT S 

Investments consist of a certificate of deposit which is stated at cost plus interest 
credited to the account. 

G. PROPERTY, PLANT AND EQUIPM ENT 

Property, plant and equipm ent purchased by the D istrict are recorded at cost. 
D epreciation of all exhaustible fixed assets used by the D istrict is charged as an 
expense against operations. Depreciation is computed using the straight-line 
m ethod. Estim ated useful lives are 50 years on the w ater plant and from 5 to 50 
years on equipm ent. 

Expenditures for repairs and m aintenance are expensed as incurred; significant 
betterm ents are capitalized. 

H . V ACATION , SICK LEAVE  AND  RETIR EM EN T PLAN  

The D istrict does not have formal vacation, sick leave and retirem ent plan 
policies. 
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W aterw orks D istrict N o. 1 
A Com ponent U nit of Union Parish Police Jury 
Proprietary Fund Type - Enterprise Fund 

N otes to the Financial Statem ents 
D ecem ber 31, 1998 

1. BAD D EBTS 

U ncollectible amounts for custom ers' water receivables are generally not 
significant. A s a result, the direct w rite-off m ethod for recognizing bad debts is 
used. U nder this m ethod, the receivable is charged to expense when the account 
is deem ed to be uncollectible. 

J. RE SERV ATION S OF RETAIN ED EARN IN G S 

Som e portions of retained earnings are reserved to indicate that a portion of 
retained earnings is legally restricted to a specific future use and is not available 
for appropriation or expenses. 

K . ESTIM ATES 

The preparation of financial statem ents in conform ity w ith generally accepted 
accounting principles requires m anagem ent to make estim ates and assumptions 
that affect certain reported am ounts and disclosures. Accordingly, actual costs 
could differ from those estim ates. 

2. CA SH  AN D INV ESTM EN TS 

At D ecember 31, 1998, the D istrict's cash and investments, shown on the balance 
sheet under current assets and restricted assets, consisted of checking, savings, and 
certificate of deposit accounts. The carrying am ounts of those accounts totaled 
$114,897 and the corresponding bank balances totaled $116,954. All of the bank 
balances were covered by federal depository insurance, how ever, at year end a 
balance of $16,954 exceeded the $100,000 coverage. 

3. RESTRICTED ASSETS (CASH AND IN VESTMENTS) 

Under the term s of the bond agreem ent and resolution of the Board of 
Com m issioners, the D istrict is required to establish and m aintain four restricted asset 
accounts. They are as follow s: 

1. A customer meter deposit account in which all customer m eter deposits are held 

2. A revenue bond and interest sinking fu nd account from which bond principal and 
interest are paid. On or before the 20t~ of each m onth

, the D istrict is required to 
deposit a sum equal to one-tw elfth of the total am ount of principal and interest 



 

W aterw orks D istrict N o. 1 
A C om ponent U nit of U nion Parish Police Jury 
Proprietary Fund Type - Enterprise Fund 

N otes to the Financial Statem ents 
D ecem ber 31, 1998 

falling due in the following year for the 1980 bonds. A m onthly paym ent of 
$1,314.90 is required to be deposited for the 1997 bonds. 

3. A reserve fund account in which funds are held for paym ent of bond principal and 
interest in the event the sinking fund account is unable to pay. On or before the 
20th of each m onth

, the D istrict is required to deposit a sum at least equal to five 
percent of the am ount to be paid into the sink ing fund provided for in paragraph 2 
above. The paym ents into the reserv e are to continue until the reserv e equals the 
highest com bined principal and interest falling due in any year for the 1980 
bonds. A m onthly deposit of $57 is required for the 1997 bonds.. 

A depreciation and contingency fund account to cover depreciation, extensions, 
additions, im provem ents and replacem ents necessary to properly operate the 
system . On or before the 20th of each m onth

, the D istrict is required to deposit 
$86 per m onth for the 1980 bonds. A m onthly deposit of $66 is required for the 
1997 bonds. 

The account balances as of D ecem ber 31, 1998 are listed below 

Custom ers' M eter D eposit A ccount 
W aterworks Reserv e Bond and Interest 

Sink ing Fund A ccount - 1980 
W aterw orks Reserv e Fund Account 
W aterw orks Depreciation and Contingency 

Fund A ccount 
W aterw orks Sinking Fund A ccount - 1997 
W aterw orks Reserv e Fund Account - 1997 
W aterw orks Contingency Fund A ccount - 1997 

TOTAL 

LEA SES 

1998 
$ 2,971 

5,588 
12,632 

17,843 
203 
892 

1,002 
$ 41,L3_!. 

The District has a month-to-m onth operating lease for computer equipm ent for $158 
per m onth. For the year ended D ecember 31, 1998, the District paid $1,890 in 
connection w ith the com puter equipm ent. 
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W aterw orks D istrict N o. 1 
A C om ponent U nit of U nion Parish Police Jury 
Proprietary Fund Type - Enterprise Fund 

N otes to the Financial Statem ents 

D ecem ber 31, 1998 

5. LON G-TERM  LIABILITIES 

Notes Payable 

T. L. Jam es and Co.; due in annual 
installm ents of $750 through 1999 
noninterest bearing 

Less: Current portion 
Total Long-tem a notes payable 

Revenue Bonds Payable 

1965 Issue 
$127,000 - 1965 W aterworks District N o. 1 
bonds payable in m onthly installm ents of 
$521 through June 21, 2005; interest rate of 
3.75%  

1980 Issue 
$242,000 - 1980 W aterworks District No. 1 
bonds payable in annual principal installm ents 
of $3,000 to $13,000 through September 5, 
2020; interest rate of 5.0%  

Decem ber 31 
1998 

$ 340 

(340) 
$ -0- 

D ecem ber 31 
1998 

$ 29,832 

188,000 

1997 Issue 
$270,000- 1997 W aterw orks District No. 1 
bonds payable in m onthly installments of $1,315 
through Septem ber 3, 2037, interest rate of 5.0%  256.428 

Total Bonds Payable 
Less: Current Portion 

TO TA L LON G -TERM  BOND S PA YAB LE 

474,260 

(13,197) 

$ 461.063 

The bonds are secured by the revenue earn ed or derived from  operations of the 
D istrict. 

13 



 

W aterw orks D istrict N o. 1 
A Com ponent Unit of Union Parish Police Jury 
Proprietary Fund Type - Enterprise Fund 

N otes to the Financial Statem ents 
D ecem ber 31, 1998 

The annual requirem ent to am ortize the long-term obligations outstanding at 
December 31, 1998, including interest of $487,822 attributable to Revenue Bonds, 
are as follow s: 

1999 
2000 
2001 
2002 
2003 
2004-2037 

Total debt paym ents 

1965 
Issue _ 
6,250 
6,250 
6,250 
6,250 
6,250 

__ l,562 

1980 1997 N otes 
Issue _  Payable Total 

14,400 15,780 340 36,770 
14,150 15,780 36,180 
13,900 15,780 35,930 
14,650 15,780 36,680 
14,350 15,780 36,380 
242,4__0_Q 536.520 780.482 

$ 32.812 $ 1~ 3~ fi_O $615,42Q $ 340 $ 962.422 

6. BOARD OF COM M ISSIONERS - PER DIEM  PAYM ENTS 

In com pliance w ith Louisiana Revised Statute 33:3819, the com m issioners, w ith the 
exception of the president, receive a per diem of $20 for each m eeting they attend to a 
m axim um of 12 m eetings per year. The president's per diem is $50 per m eeting up to 
a m axim um  of 12 m eetings per year. 

Board of Com m issioners fees for 1998 w ere as follow s 

N am e 
Charles A . Caleote 
Steve Brantley 
Sam  M ashaw 
K im  D um as 
Car olyn Thrailkill 
Technical Consultants 

K athy D oolittle 
Jack D um as 

Number of M eetings 
6 
6 
5 
3 
6 

TOTA L 

7. RISK FIN AN CIN G A CTIVITIES 

6 
6 

Am oulg 
$ 300 

120 
100 
60 
120 

120 
120 

$ 94~  

The D istrict m anages its exposure under general liability and property through the 
purchase of com m ercial insurance. 
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RAD IAN  L . HENN IGAN 
Certified Public Accountant 
1503 Goodwin Road, Suite I 

Ruston, LA 71270 
318-255-9305 

REPORT ON  COM PLIAN CE AN D ON INTERN AL CON TROL OV ER FINAN CIA L 
REPORTIN G BA SED ON AN A U DIT OF FIN AN CIAL STA TEM EN TS 

PERFORM ED IN A CCORD AN CE W ITH GOV ERN M EN T AUD ITIN G STAN D ARD Y 

Board of Com m issioners 
W aterworks D istrict N o. 1 
Farm erville, Louisiana 

I have audited the finan cial statements of W aterw orks District No. 1 (the District), a 
com ponent unit of U nion Parish Police Jury, as of and for the year ended D ecem ber 31, 
1998, and issued our report thereon dated June 28, 1999. I conducted our audit in 
accordance w ith generally accepted auditing standards and the stan dards applicable to 
financial audits contained in Governm ent Auditing Standards, issued by the Com ptroller 
G eneral of the U nited States. 

Com pliance 

A s part of obtaining reasonable assuran ce about w hether the District's finan cial 
statem ents are free of m aterial m isstatem ent, w e perform ed tests of its com pliance w ith 
certain provisions of law s, regulations, contracts an d grants, noncom pliance w ith w hich 
could have a direct an d m aterial effect on the determ ination of financial statem ent 
am ounts. H ow ever, providing an  opinion on com plian ce w ith those provisions w as not 

an objective of our audit, an d accordingly, we do not express such an opinion. The 
results of our tests disclosed an  instance of noncom plian ce that is required to be reported 
under Governm ent Auditing Standards which is described in the accom pan ying schedule 
titled M anagem ent's Corrective Action Plan. 

In planning and perform ing our  audit, we considered the District's intern al control over 
financial reporting in order to determ ine our auditing procedures for the purpose of 
expressing our opinion on the finan cial statem ents and not to provide assurance on the 
intern al control over financial reporting. O ur consideration of the intern al control over 
finan cial reporting w ould not necessarily disclose all m atters in the intern al control over 
finan cial reporting that m ight be m aterial weaknesses. A m aterial w eakn ess is a 
condition in which the design or operation of one or m ore of the internal control 
com ponents does not reduce to a relatively low level the risk that m isstatem ents in 
am ounts that w ould be m aterial in relation to the 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 



Board of Com m issioners 
W aterw orks D istrict N o. 1 
Page 2 

perform ing their assigned functions. W e noted no m atters involving the internal control 
over financial reporting and its operation that w e consider to be m aterial w eaknesses. 

This report is intended solely for the inform ation and use of the audit com m ittee, 
m anagem ent, and others w ithin the organization an d should not be used by anyone other 
than  these specified parties. 

R~ tfully, 
Radian L. H ennigan, CPA 

Ruston, LA 
June 28, 1999 



W aterw orks D istrict N o. 1 
A C om ponent U nit of U nion Parish Police Jury 

Schedule of Prior Y ear Findings 
For the Year Ended D ecem ber 31, 1998 

SEC TIO N 1 - INTERN A L C O NTR O L AND CO M PLIAN CE M ATER IAL TO TH E 
FIN AN C IAL STATEM ENTS 
1997-1 The Board of Com m issioners review s Resolved- The Board of Comm issioners 
invoices on a m onthly basis for paym ent review invoices on a m onthly basis for 
approval. W hen perform ing m y audit, I found paym ent and approval. A board m em ber then 
no evidence of their approval. A board initials the invoice notating approval. 
m em ber should initial those invoices approved 
for paym ent for authorization control purposes. 
1997-2 The bond covenants had not been m et Partially resolved - In total, the funding 
throughout the year of 1997. The Board requirem ents had been m et through the various 
should review these on a m onthly basis to funds. How ever, the specific funds w ere not 
ensure that the D istrict is in com pliance w ith accurately funded. The Board w ill continue to 
their bond covenants. m onitor the requirem ents during 1999. 
1997-3 Each cash account should be Resolved - The D istrict's accountant 
reconciled on a m onthly basis as of the end of reconciles each cash account on a m onthly 
that m onthly accounting period. They should basis and traces this balance to the general 
also be tied to the general ledger balance as of ledger. 
the end of that m onthly accounting period. 
SEC TIO N III - M ANA G EM ENT LETTER 
N/A 



 

W aterw orks D istrict N o. 1 
A C om ponent U nit of U nion Parish Police Jury 

M anagem ent's Corrective A ction Plan 
D ecem ber 31, 1998 

SECTIO N I - INTERNAL CONTROL AND COM PLIANCE M ATERIAL TO TH E 
FINA N CIAL STATEM ENTS 
1998-1 Total bank deposits exceed FDIC Partially resolved. The board will request that 
coverage of $100,000. No collateral has been adeqeuate collateral be pledged to cover excess 
pledged by the bank to cover the excess funds and that a periodic m onitor be m ade of 
deposits. the balances. 
SECTIO N 11 - INTERN A L CO NTR O L A ND CO M PLIAN CE M ATERI AL TO 
FED ER A L AW A RD S 

[/A 
SEC TIO N I11 - M A NA G EM ENT LETTER 
N/A 


