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INDEPENDENT AUDITOR’S REPORT

-

To the Board of Directors of
East Side Water System, Inc.
Ville Platte, Louisiana

Report on the Audit of the Financial Statements
Opinion
We have audited the accompanying financial statements of East Side Water System, Inc. (a nonprofit

organization), which comprise the statement of financial position as of December 31, 2025, and the related
statements of activities, and cash flows for the year then ended, and the related notes to the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of East Side Water System, Inc. as of December 31, 2025, and the changes in its net assets and its cash
flows for the year then ended in accordance with accounting principles generally accepted in the United States of
America. '

Basis of Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Our responsibilities under those standards are further described in the
Auditor’s Responsibilities forthe Audit of the Financial Statements section of our report. We are required to be
independent of East Side Water System, Inc. and to meet our other ethical responsibilities in accordance with the
relevant ethical requirements relating to our audit. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America, and for the design, implementation,
and maintenance of internal control relevant to the preparation and fair presentation of financial statements that
are free from material misstatement, whether due to fraud- or error.

In preparing the financial statements, management is required to evaluate whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about the Water System’s ability to continue as a going
concern within one year after the date that the financial statements are available to be issued.

P.O. Box 1549 ’ : 112 Fountain Bend Dr.
4766 1-49 North Service Road ] Lafayette, LA 70506
Opelousas, Louisiana 70570 Phone: 337-984-9717
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To the Board of Directors of
East Side Water System, Inc.
Ville Platte, Louisiana

Auditor’s Responsibility for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee
that an audit conducted in accordance with generally accepted auditing standards and Government Auditing
Standards will always detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control. Misstatements are
considered material if there is a substantial likelihood that, individually or in the aggregate, they would influence
the judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with generally accepted auditing standards and Government Auditing
Standards, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

o Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such procedures
include examining, on a test basis, evidence regarding the amounts and disclosures in the financial
statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Water System’s internal control. Accordingly, no such opinion
is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

¢ Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the Water System’s ability to continue as a going concern for a
reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit, significant audit findings, and certain internal control related matters that we
identified during the audit.

Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. The
accompanying schedule of expenditures of federal awards, as required by Title 2 U.S. Code of Federal Regulations
Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards on
page 23, the schedule of board of directors on page 14, and the number of customers, water rates, aged accounts
receivable, and change in allowance of credit losses on page 16 are presented for purposes of additional analysis
and are not a required part of the financial statements. Such information is the responsibility of management and
was derived from and relates directly to the underlying accounting and other records used to prepare the financial
statements. The information has been subjected to the auditing procedures applied in the audit of the financial
statements and certain additional procedures, including comparing and reconciling such information directly to
the underlying accounting and other records used to prepare the financial statements or the financial statements
themselves, and other additional procedures in accordance with auditing standards generally accepted in the
United States of America. In our opinion, the above listed schedules are fairly stated, in all material respects, in
relation to the financial statements as a whole.




To the Board of Directors of
East Side Water System, Inc.
Ville Platte, Louisiana

The schedule of insurance on page 15 is presented for purposes of additional analysis and is not a required part of
the financial statements. Such information is the responsibility of management and was derived from and relates
directly to underlying accounting and other records used to prepare the financial statements. The schedule of
insurance has not been subjected to the audit procedures applied in the audit to the basic financial statements and,
accordingly, we do not express an opinion or provide any assurance on them. :

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June 10, 2026, on our
consideration of East Side Water System, Inc.’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The
purpose of that report is solely to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of East Side Water
System, Inc.’s internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering East Side Water System, Inc.’s
internal control over financial reporting and compliance.

2@,47,,1 . Q@W{w? & é‘,ompm#

Opelousas, Louisiana
June 10, 2026
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EASTSIDE WATER SYSTEM, INC.

Ville Platte, Louisiana

Statement of Financial Position
December 31, 2025

ASSETS

Current assets:

Cash and interest-bearing deposits

Accounts receivable, net of uncollectibles of $25,240

Unbilled utility receivable

Grant receivable

Prepaid expense

Inventory

Total current assets

Noncurrent assets:
Restricted assets -
Cash - meter deposits
Edward Jones - cash reserve account
Edward Jones - certificate of deposit - reserve account

Total restricted assets
Property, plant and equipment, net
Other assets

Total assets

LIABILITIES AND NET ASSETS
Liabilities:
Current liabilities (payable from current assets):
Accounts and other payables
Accrued interest payable
Contracts payable
Current liabilities (payable from restricted assets):
Notes payable
Meter deposits

Total current liabilities

Noncurrent liabilities:
Notes payable

Total liabilities

Net assets:
Without donor restrictions

Total liabilities and net assets

The accompanying notes are an integral part of the financial statements

5

$ 88350
85,224
39,035

1,233,197
14,256
9,400
1,469,462

69,567
7,009
150,000

226,576
8,476,198
10

$10,172.246

$ 17,053
2,234
1,233,197

40,216

43,865

1,336,565

914,763

2,251,328

7,920,918
$10,172,246



EASTSIDE WATER SYSTEM, INC.
Ville Platte, Louisiana

Statement of Activities
For the Year Ended December 31, 2025

Changes in net assets without donor restrictions -
Revenues:
Water sales
Connection charges
Interest income
Grant income
Miscellaneous

Total revenues

Expenses:

Program services -
Bad debt
Continuing education
Depreciation expense
Insurance
Miscellaneous expense
Outside services
Professional fees
Repairs and maintenance
Salaries and related benefits
Supplies
Utilities
Vehicle expense

Total program services

Supporting services -
Director fees
Dues & subscriptions
Interest expense
Miscellaneous expense
Office expense
Professional fees

Total supporting services
Total expenses
Changes in net assets without donor restrictions

Net assets, beginning

Change in memberships

Net assets, ending

" The accompanying notes are an integral part of the financial statements
6

$ 903,929
5,975
6,162

4,484,231
50,503

5,450,800

1,256
390
148,688
70,708
1,332
20,099
2,355
107,776
402,722
124,201
73,171
28,171

980,869

26,460
6,226
43,005
4,545
42,430

38,165
160,831

1,141,700

4,309,100

3,610,868
950

$7,920,918



EASTSIDE WATER SYSTEM, INC.
Ville Platte, Louisiana

Statement of Cash Flows
For the Year Ended December 31, 2025

Cash flows from operating activities:

Receipts from customers $ 910,179
Other receipts 50,503
Payments to suppliers (1,705,868)
Payments to employees 402,722
Net cash provided (used) by operating activities (342,464)
Cash flows from capital and related financing activities:
Proceeds from grant ‘ ' 4,484,231
Acquisition of property and equipment (4,652,593)
Proprietary certificates 950
Proceeds from long-term debt 45,883
Principal paid on revenue bonds and notes (43.424)
Net cash provided (used) by capital and related financing activities (164,953)
Net increase (decrease) in cash, cash equivalents, and restricted cash (507,417)
Cash, cash equivalents, and restricted cash, beginning 672,343
Cash, cash equivalents, and restricted cash, ending $ 164,926

Reconciliation of operating income to net cash provided (used) by operating activities:
Operating income $ 4,309,100
Adjustments to reconcile operating income (loss) to net cash
provided (used) by operating activities -.

Depreciation 148,688
Grant income (4,484,231)
Changes in current assets and liabilities:
Accounts receivable 1,830
Unbilled utility receivable (1,073)
Grant receivable (830,823)
Prepaid expense (2,260)
Accounts and other payables (8,765)
Contract payable _ 524,864
Accrued interest payable (69)
Meter deposits payable _ 275
Net cash provided (used) by operating activities $ (342,464)

The accompanying notes are an integral part of the financial statements



EAST SIDE WATER SYSTEM, INC.
Ville Platte, Louisiana

Notes to Financial Statements

(D Summary of Significant Accounting Policies

East Side Water System, Inc. (the System) is a non-profit organization established under laws
of the State of Louisiana in July of 1969. The System provides water to the residents and businesses
within the designated areas of Evangeline and St. Landry Parishes. The System is governed by a board
of directors composed of seven members.

A. Financial Reporting Entity

The accompanying financial statements are presented on the accrual basis of
accounting in accordance with accounting principles generally accepted in the United
States of America.

Net assets and revenues, expenses, gains, and losses are classified based on the
existence or absence of donor-imposed restrictions. Net assets without donor
restrictions represent expendable funds available for operations which are not
otherwise limited by donor restrictions. Net assets with donor restrictions consist of
contributed funds subject to specific donor-imposed restrictions contingent upon
specific performance of a future event or a specific passage of time before the entity
may spend the funds. When a restriction expires, net assets with donor restrictions are
reclassified to net assets without donor restrictions and reported in the statement of
activities as net assets released from restrictions.

B. Cash and Cash Equivalents

The System considers all highly liquid investments with an original maturity
of three months or less at the date of acquisition to be cash equivalents. A schedule of
cash, cash equivalents, and restricted cash follows:

Cash and interest-bearing deposits ' $ 88,350
Cash - meter deposits 69,567
Edward Jones - cash reserve account 7,009
Total : $164,926
C. Receivables

The System reports customer water service receivables as their major
receivable. Unbilled water service receivables resulting from water services rendered
between the date of meter reading and billing and the end of the month, are recorded
at year-end.

At December 31, 2025, the System reported an amount due from the State of
Louisiana in the amount of $1,233,197 for the Water Sector grant program.



EAST SIDE WATER SYSTEM, INC.
Ville Platte, Louisiana

Notes to Financial Statements (Continued)

Allowance for Credit losses

An allowance for credit losses is an estimate based upon historical account
write-off trends, facts about the current financial condition of the customer, forecasts
of future operating results based upon current trends and economic factors.
Uncollectible amounts due to customers’ water receivables are recognized as bad debts
at the time information becomes available, which would indicate the uncollectability
of the receivable. The allowance for uncollectibles for customers’ water receivables at
December 31, 2025, was $25,240.

Prepaid Expenses

Expenses paid during the current fiscal year that benefit the next fiscal year
are recorded as prepaid expenses.

Property, Plant and Equipment

Property and equipment are recorded at cost at the date of acquisition, less
accumulated depreciation. Depreciation of equipment, buildings, and water system is
calculated on the straight-line method over an estimated useful life of 5 - 50 years.

Functional Expenses

The costs of program and supporting services are summarized on a functional
basis in the statement of activities. The statement of activities presents the natural
classification detail of expenses by function.

Compensated Absences

There were no compensated absences for the year ended December 31, 2025.

Income Tax Status

The System is a nonprofit organization exempt from Federal and State income
taxes. Accounting principles generally accepted in the United States of America
require management to evaluate tax positions taken by the System and recognize a tax
liability (or asset) if the System has undertaken an uncertain position that more likely
than not would not be sustained upon examination of the Internal Revenue Service.
Management has analyzed the tax positions taken by the System, and has concluded
that as of December 31, 2025, 2024, and 2023, respectively there are no uncertain
positions taken or expected to be taken that would require recognition of a liability (or
asset) or disclosure in the financial statements. The System is subject to routine audit
by taxing jurisdictions; however, there are currently no audits for any tax periods in
progress.
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EAST SIDE WATER SYSTEM, INC.
Ville Platte, Louisiana

Notes to Financial Statements (Continued)

1. Inventory

Items such as water supplies, that are on hand at December 31, 2025 are recorded as
inventory. Inventory is recorded at cost based on the specific identification method.

K. Use of Estimates

The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial statements and the reported amounts of
revenues and expenditures/expenses during the reporting period. Actual results could
differ from those estimates.

Liquidity and Availability of Financial Assets

At December 31, 2025, the System has $88,350 cash and cash equivalents available to meet
needs for general expenditures and $124,259 of accounts receivable. None of these financial assets are
subject to donor or other contractual restrictions. Accordingly, all such funds are available to meet the
cash needs of the System in the next twelve months. In addition, the System maintains customer meter
deposits and reserve accounts with combined balances of $226,576. These funds are restricted and
used for the payment of customer deposit refunds, debt, and maintenance and improvements of the
System. The System manages its liquidity by developing and adopting annual operating budgets that
provide sufficient funds for general expenditures to meet its liabilities and other obligations as they
become due. The System invests it excess cash with Edward Jones. Cash needs of the System are
expected to be met monthly from water sales.

Concentration of Credit Risk

The System maintains cash balances at financial institutions, which at times may exceed the
federally insured limit of $250,000. Balances at December 31, 2025, were insured in their entirety by
the Federal Deposit Insurance Corporation. The amount in excess of insured limits was $300,930 at
December 31, 2025,

Restricted Assets

The System has restricted assets of $157,009 for reserve requirements and $69,567 for
customer meter deposits.

The System is required by USDA Rural Development to have a reserve balance of $33,327 and
$96,566 for loans 91-04 and 91-05, respectively.

10
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EAST SIDE WATER SYSTEM, INC.

Ville Platte, Louisiana

Notes to Financial Statements (Continued)

Property. Plant and Equipment

A summary of property, plant and equipment follows:

Beginning Ending
Balance Additions Deletions Balance
Land $ 168,510 $ - $ - $ 168,510
Construction in progress 2,007,381 4,484,231 - 6,491,612
Vehicles 125,976 46,712 23,986 148,702
Equipment 836,271 10,999 - 847,270
Water System 3,558,318 110,651 - 3,668,969
Total 6,696,456 4,652,593 23,986 11,325,063
Less accumulated depreciation 2,724,163 _ 148,688 23,986 2,848,865
Net property, plant and equipment ~ $3,972,293  $4,503,905  § - $8,476,198
Notes Payable
Notes payable is comprised of the following:
$265,000 promissory note payable to USDA Rural Development dated January 30,
1997, due in monthly installments of $1,291, including interest at 5.00%, final
maturity in 2037. $129,012
$1,098,000 promissory note payable to USDA Rural Development dated May 8,
2006, due in monthly installments of $4,898, including interest at 4.375%, final
maturity in 2046. ' 791,103
$45,883 notes payable to Ally dated August 11, 2025, due in monthly installments
of $764.71, including interest at 8.99%, secured by a vehicle. 34,864
Total notes payable 954,979
Less: current maturities (40,216)
Notes payable long-term $914,763

The USDA Rural Development loans are secured by a pledge of revenues from the System,
mortgage on the real estate, and personal property owned or purchased by the System. The Ally note

payable is secured by personal property.

11



EAST SIDE WATER SYSTEM, INC.
Ville Platte, Louisiana

Notes to Financial Statements (Continued)

The long-term debt is due as follows:

Year Ending

December 31, Principal Interest
2026 $ 40,216 $ 43,229
2027 _ 42,380 41,064
2028 44,675 38,770
2029 47,106 36,338
2030 46,505 33,613
2031-2035 ' : 233,424 137,915
2036-2040 220,608 85,560
2041-2045 A 259,486 034,394
2046 20,579 266
$954,979 $451,149

) Construction in Progress

®)

®

(10)

The system was awarded a Water Sector Program grant from the State of Louisiana, Division
of Administration for $8,500,000. This grant is being used for the upgrade of the water system. As of
December 31, 2025, East Side Water System, Inc. has a total construction in progress of $6,491,612.

Revenue from Contracts with Customers .

The System’s revenue is recognized as performance obligations are satisfied, which is on a
monthly basis as billed. Customers are billed monthly around the end of the month for the water
delivered during the month and payments are due within 15 days. All other revenues from customers,
such as reconnection charges and meter installation are recorded when collected. The accounts
receivable beginning balance was $114,895. The customers meter deposit payable beginning balance
was $43,590.

Commitments and Contingencies

There was no litigation pending against the System at December 31, 2025.

Subsequent Events

The System has evaluated subsequent events through June 10, 2026, which is the date on which
the financial statements were available to be issued. The System was awarded a water sector grant
from the State of Louisiana, Division of Administration for $8,500,000. These proceeds are being used
to upgrade the water system. As of December 31, 2025, the System has drawn down $6,169,604. The
project is still ongoing and expected to use the entirety of the grant. In November 2025, the Water
System was awarded a grant from the Environmental Protection Agency in the amount of $1,255,000
which will be administered by the Office of Community Development-Local Government Assistance.
The funds will be used for water system upgrades. As of December 31, 2025, no funds have been
received by the Water System. The Water System is expected to begin réceiving funds in 2026.

12
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EAST SIDE WATER SYSTEM, INC.
Ville Platte, Louisiana

Schedule of Board of Directors

December 31, 2025

- Term Per Diem

Name and Address Expiration Date Payments
John Vidrine - President 2025 $ 6,420
Curtis - Marcantel - Vice President 2026 6,420

Neal Ardoin 2025 1,800

Kim Vidrine 2025 1,800
Monica Fontenot 2025 : 1,800
Sadie Fontenot - Treasurer 2026 6,420
Ted Demoruelle 2026 | 1,800
Total $ 26,460

See independent auditor's report.
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EAST SIDE WATER SYSTEM, INC.

Ville Platte, Louisiana

Schedule of Insurance (Unaudited)
December 31, 2025

Expiration Coverage
‘Description of Coverage Date Amounts
Liability Insurance:

Property 4/30/2026 $2,175,972
Crime 4/30/2026 100,000
Inland marine 4/30/2026 10,000
Auto 4/30/2026 1,000,000
General liability 4/30/2026 3,000,000
Public officials and management liability 4/30/2026 3,000,000
Excess liability 4/30/2026 1,000,000
Worker' Compensation 4/30/2026 500,000

See independent auditor's report.
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EAST SIDE WATER SYSTEM, INC.
Ville Platte, Louisiana

Number of Customérs, Water Rates, and Aged Receivables
December 31, 2025

The following number of customers were being served during the month of December 2025:

Residential 1,855
Commercial and other 81
Total » . 1,936

The following water rates were in effect during the month of December 2025:

Customer Type ' Gallons ' Rate
Residential 0-2,000 $ 24.00
Residential : Over 2,000 per 1,000 gallons 425
Commercial

Meter size: 1%-" 0-2,000 41.00

2" 0-2,000 71.00

3" 0-2,000 86.00

4" 0-2,000 111.00

Commercial Over 2,000 per 1,000 gallons : 4.25

The aged receivables as of December 31, 2025 were as follows:

Current $ 91,121
31-60 days : 8,609
61 90 days 4,621
> 90 days 6,113
110,464
Less provision for uncollectible accounts (25,240)

85,224
An analysis of the change in the allowance for credit losses follows: '

Balance at January 1, 2025 $ 27,842
Charge offs 1,256
Recoveries -
29,098
Provision for credit losses (3,858)
Balance at December 31, 2025 25,240

See independent auditor's report.
16
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROIL,
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors of
East Side Water System, Inc.
Ville Platte, Louisiana

We have audited, in accordance with the auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States, the financial statements of East Side Water System, Inc. (a nonprofit
organization), which comprise the statement of financial position as of December 31, 2025, and the related
statements of activities and cash flows for the year then ended, and the related notes to the financial statements,
and have issued our report thereon dated June 10, 2026.

Report on Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered East Side Water System, Inc.’s
internal control over financial reporting (internal control) as a basis for designing audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinion on the financial statements, but not for
the purpose of expressing an opinion on the effectiveness of East Side Water System, Inc.’s internal control.
Accordingly, we do not express an opinion on the effectiveness of the Water System’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal
control such that there is a reasonable possibility that a material misstatement of the entity’s financial statements
will not be prevented or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough
to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section
and was not designed to identify all deficiencies in internal control that might be material weaknesses or significant
deficiencies and therefore, material weaknesses or significant deficiencies may exist that were not identified.

P.O. Box 1549 _ : 112 Fountain Bend Dr.
4766 1-49 North Service Road Lafayette, LA 70506
Opelousas, Louisiana 70570 Phone: 337-984-9717
Phone: 337-948-4848 Fax: 337-984-5544

Fax: 337-948-6109
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To the Board of Directors of
East Side Water System, Inc.

Given these limitations, during our audit we did not identify any deficiencies in internal control that we consider
to be material weaknesses. We identified a certain deficiency in internal control, described in the accompanying
schedule of findings and questioned costs as item 2025-1 that we consider to be a significant deficiency.

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether East Side Water System, Inc.’s financial statements are
free from material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the financial
statements. However, providing an opinion on compliance with those provisions was not an objective of our audit,
and accordingly, we do not express such an opinion. The results of our tests disclosed no noncompliance or other
matters that are required to be reported under Government Auditing Standards.

East Side Water System, Inc.’s Response to Findings

Government Auditing Standards requires the auditor to perform limited procedures on East Side Water System,
Inc.’s responses to the findings identified in our audit and described in the accompanying schedule of findings and
responses. East Side Water System, Inc.’s responses were not subjected to the auditing procedures applied in the
audit of the financial statements and, accordingly, we express no opinion on the responses.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the
results of that testing, and not to provide an opinion on the effectiveness of the System’s internal control or on
compliance. This report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the organization’s internal control and compliance. Accordingly, this communication is
not suitable for any other purpose. Under Louisiana Revised Statute 24:513, this report is distributed by the
Legislative Auditor as a public document.

gegm g ng»gw? & C"‘Ompaﬂ'?/

Opelousas, Louisiana
June 10, 2026
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH
MAJOR PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE
REQUIRED BY THE UNIFORM GUIDANCE

To the Board of Directors of
East Side Water System, Inc.
Ville Platte, Louisiana

Report on Compliance for Each Major Federal Program
Opinion on Each Major Federal Program

We have audited East Side Water System, Inc.’s compliance with the types of compliance requirements identified
as subject to audit in the OMB Compliance Supplement that could have a direct and material effect on each of
East Side Water System, Inc.’s major federal programs for the year ended December 31, 2025. East Side Water
System, Inc.’s major federal programs are identified in the summary of auditor’s results section of the
accompanying schedule of findings and questioned costs.

In our opinion, East Side Water System, Inc. complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on each of its major federal programs
for the year ended December 31, 2025.

Basis for Opinion on Each Major Federal Program

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States; and the audit requirements of Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards (Uniform Guidance). Our responsibilities under those standards and the Uniform Guidance are further
described in the Auditor’s Responsibilities for the Audit of Compliance section of our report.

We are required to be independent of East Side Water System, Inc. and to meet our other ethical responsibilities,
in accordance with relevant ethical requirements relating to our audit. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion on compliance for each major federal
program. Our audit does not provide a legal determination of East Side Water System, Inc.’s compliance with the
compliance requirements referred to above.

P.O. Box 1549 112 Fountain Bend Dr.
4766 1-49 North Service Road Lafayette, LA 70506
Opelousas, Louisiana 70570 Phone: 337-984-9717
Phone: 337-948-4848 Fax: 337-984-5544

Fax: 337-948-6109
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The Board of Directors of
East Side Water System, Inc.

Responsibilities of Management for Compliance

Management is responsible for compliance with the requirements referred to above and for the design,
implementation, and maintenance of effective internal control over compliance with the requirements of laws,
statutes, regulations, rules, and provisions of contracts or grant agreements applicable to East Side Water System,
Inc.’s federal programs.

Auditor’s Responsibilities for the Audit Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with the compliance
requirements referred to above occurred, whether due to fraud or error, and express an opinion on East Side Water
System, Inc.’s compliance based on our audit. Reasonable assurance is a high level of assurance but is not absolute
assurance and therefore is not a guarantee that an audit conducted in accordance with generally accepted auditing
standards, Government Auditing Standards, and the Uniform Guidance will always detect material noncompliance
when it exists. The risk of not detecting material noncompliance resulting from fraud is higher than for that
resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control. Noncompliance with the compliance requirements referred to above is considered
material if there is a substantial likelihood that, individually or in the aggregate, it would influence the judgment
made by a reasonable user of the report on compliance about East Side Water System, Inc.’s compliance with the
requirements of each major federal program as a whole.

In performing an audit in accordance with generally accepted auditing standards, Government Auditing Standards,
and the Uniform Guidance, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material noncompliance, whether due to fraud or error, and design and
perform audit procedures responsive to those risks. Such procedures include examining, on a test basis,
evidence regarding East Side Water System, Inc.’s compliance with the compliance requirements referred
to above and performing such other procedures as we considered necessary in the circumstances.

e Obtain an understanding of East Side Water System, Inc.’s internal control over compliance relevant to
the audit in order to design audit procedures that are appropriate in the circumstances and to test and report
on internal control over compliance in accordance with the Uniform Guidance, but not for the purpose of
expressing an opinion on the effectiveness of East Side Water System, Inc.’s internal control over
compliance. Accordingly, no such opinion is expressed.

We are required to communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and any significant deficiencies and material weaknesses in internal control over
compliance that we identified during the audit.

Report on Internal Control over Compliance

A deficiency in internal control over compliance exists when the design or operation of a control over compliance
does not allow management or employees, in the normal course of performing their assigned functions, to prevent,
or detect and -correct, noncompliance with a type of compliance requirement of a federal program on a timely
basis. A material weakness in internal control over compliance is a deficiency, or a combination of deficiencies,
in internal control over compliance, such that there is a reasonable possibility that material noncompliance with a
type of compliance requirement of a federal program will not be prevented, or detected and corrected, on a timely
basis. A significant deficiency in internal control over compliance is a deficiency, or a combination of deficiencies,
in internal control over compliance with a type of compliance requirement of a federal program that is less severe
than a material weakness in internal control over compliance, yet important enough to merit attention by those
charged with governance.
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The Board of Directors of
East Side Water System, Inc. -
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Our consideration of internal control over compliance was for the limited purpose described in the Auditor’s
Responsibilities for the Audit of Compliance section above and was not designed to identify all deficiencies in
internal control over compliance that might be material weaknesses or significant deficiencies in internal control
over compliance. Given these limitations, during our audit we did not identify any deficiencies in internal control
over compliance that we consider to be material weaknesses, as defined above. However, material weaknesses or
significant deficiencies in internal control over compliance may exist that were not identified.

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal control over
compliance. Accordingly, no such opinion is expressed.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing of
internal control over compliance and the results of that testing based on the requirements of the Uniform Guidance.
Accordingly, this report is not suitable for any other purpose. Under Louisiana Revised Statute 24:513, this report
is distributed by the Legislative Auditor as a public document.

Opelousas, Louisiana
June 10, 2026
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EAST SIDE WATER SYSTEM, INC.
Ville Platte, Louisiana

Schedule of Expenditures of Federal Awards
For the Year Ended December 31, 2025

Pass-through  Assistance
Federal Grantor/Pass Through Entity Listing
Grantor/Program Title Number Number  Expenditures
United States Department of the Treasury -
Passed through Louisiana Division of Administration
Coronavirus State and Local Fiscal Recovery Funds -
Water Sector Program LAWSP10869 21.027 $4,562,713

See independent auditor's report.

The accompanying notes are an integral part of this schedule.
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EAST SIDE WATER SYSTEM, INC.
Ville Platte, Louisiana

Notes to the Schedule of Expenditures of Federal Awards
For the Year Ended December 31, 2025

NOTE (1) — BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards (the “Schedule”) includes the federal award activity
for East Side Water System under programs of the federal government for the year ended December 31, 2025. The
information in this Schedule is presented in accordance with the requirements of Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards (Uniform Guidance). Because the Schedule presents only a selected portion of the operations of East Side
Water System, it is not intended to and does not present the financial position, changes in net assets, or cash flows
of East Side Water System.

NOTE (2) - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such expenditures are
recognized following the cost principles contained in the Uniform Guidance, wherein certain types of expenditures
are not allowable or are limited as to reimbursement.

NOTE (3) — INDIRECT COST RATE

East Side Water System, Inc. has elected not to use the 15 percent de minimis indirect cost rate allowed under the
Uniform Guidance.
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EAST SIDE WATER SYSTEM, INC.
- Ville Platte, Louisiana

Schedule of Findings and Questioned Costs
December 31, 2025

SUMMARY OF AUDIT RESULTS

1.

2.

9.

10.

The auditor’s report expresses an unmodified opinion on the basic financial statements.

One significant deficiency and no material weaknesses relating to the audit of the financial statements
was reported.

No material noncompliance relating to the audit of the financial statements was reported.
No significant deficiencies relating to the audit of the major federal award program were reported.

The auditor’s report on compliance for the major federal award program expresses an unmodified
opinion on the major federal program.

The audit disclosed no findings required to be reported in accordance with 2 CFR section 200.516(a)
of the Uniform Guidance.

The following program was considered to be a major program:

United States Department of the Treasury-Coronavirus State and Local Fiscal Recovery Funds,
Assistance listing number 21.027

The dollar threshold used to distinguish between Type A and Type B programs is $1,000,000.
The auditee did not qualify as a low-risk auditee.

No management letter was issued.

FINDINGS — FINANCIAL STATEMENT AUDIT

2025-1 Inadequate segregation of duties

Condition: Due to the small number of employees, East Side Water System does not have adequate segregation
of functions within the water billing system. A system of internal control procedures contemplates a segregation
of duties so that no one individual handles a transaction from its inception to its completion.

Criteria: East Side Water System should have adequate segregation of duties over accounting functions.

Cause: There is a small number of employees at East Side Water System performing the daily operating activities.

Effect: Water billing system functions are not segregated, and it is important that you are aware of this condition
because errors or fraud could occur and not be detected.

Recommendation: A system of internal control procedures should be established in order to mitigate the problem
of having such a small number of employees performing the daily operating activities.
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EAST SIDE WATER SYSTEM, INC.
Ville Platte, Louisiana

Schedule of Findings and Questioned Costs
December 31, 2025

II. FINDINGS — FINANCIAL STATEMENT AUDIT (Continued)

2025-1 Inadequate segregation of duties

Management’s Response: Due to the size of the entity, it is difficult to fully segregate duties. The board oversees
the employee job performances. :

Contact Person: Morgan Chapman, Manager

III. FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARD PROGRAMS AUDIT

None
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EAST SIDE WATER SYSTEM, INC.
Ville Platte, Louisiana

Schedule of Prior Year Findings and Responses
December 31, 2025

I. INTERNAL CONTROL AND COMPLIANCE MATERIAL TO THE FINANCIAL STATEMENTS

2024-1 Inadequate segregation of duties

Repeat comment

II.  INTERNAL CONTROL AND COMPLIANCE MATERIAL TO FEDERAL AWARDS

N/A

. MANAGEMENT LETTER

No findings.
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