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INDEPENDENT AUDITOR’S REPORT

Edward Malcomb, President

& Members of the Board of Directors
Holum Water System, Inc.

Grayson, Louisiana 71435

Opinion

We have audited the accompanying financial statements of Holum Water System Inc. (a nonprofit organization),
which comprise the statement of financial position as of December 31, 2022, and the related statements of activities,
statement of functional expenses 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 Holum Water System Inc as of December 31, 2022, 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 for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of America.
Our responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit of
the Financial Statements section of our report. We are required to be independent of Holum 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 the 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 Holum Water System Inc.’s ability to continue as a
going concern within one year after the date that the financial statements are available to be issued.

Auditor’s Responsibilities 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 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, mtentional omissions, misrepresentations, or
the override of internal control. Misstatements are considered material if there is a substantial likelihood that,
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individually or in 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, we:
» Exercise professional judgment and maintain professional skepticism throughout the audit.

e 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.

* 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
Holum Water System Inc’s internal control. Accordingly, no such opinion is expressed.

o 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 Holum Water System Inc’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.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June 16, 2023, on our
consideration of Holum Water System Inc.’s internal control over financial reporting and our tests of its compliance
with certain provisions of laws, regulations, contracts and grants. The purpose of that report is 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 internal control over financial reporting or on compliance. That report is an integral part of
an audit performed in accordance with Government Audiring Standards in considering Holum Water System Inc.’s
internal control over financial reporting and compliance.

Other Matters
Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements taken as a whole. The
supplemental statements and schedules are presented for the purpose of additional analysis and are not a required
part of the financial statements of the Holum Water System Inc. Such information, except for that portion marked
"unaudited”, on which we express no opmion or any other form of assurance, has been subjected to the auditing
procedures applied in the audit of the financial statements and in our opinion, the information is fairly presented in
all material respects in relation to the financial statements taken as a whole.

The Vercher Group

Jena, Louisiana
June 16, 2023


















HOLUM WATER SYSTEM INC.

NOTES TO THE BASIC FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. GENERAL

Holum Water System is a nonprofit corporation established under the laws of the State of Louisiana on
March 10, 1970, to provide water to residents of the Holum Community. The system is governed by a
board of directors elected by the membership. The directors receive no pay or fees for their services to the
system. The corporation is exempt from federal income taxes under (section 501(c) (04)) of nonprofit tax
laws.

The books of the system are maintained on the cash basis of accounting and adjusted to the accrual basis
of accounting at year-end for financial reporting purposes. The accounting and reporting methods used
for the water system are those used to account for operations that are financed and operated in a manner
similar to a private business enterprise, 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 through user charges.

B. FINANCIAL STATEMENT REPRESENTATION

The water system has adopted the provision of FASB Accounting Standard Update 2015-14 “Noi-for-
Profit- Organizations (Topic 958): Presentation of Financial Statements of Not-for-Profit Entities”. Under
FASB ASU 2016-14, the water system is required to report information regarding its financial position
and activities according to two classes of net assets: net assets with donor restrictions and net assets
without donor restrictions. In addition, the water system is required to present a statement of cash flows.

The financial statements of the water system have been prepared on an accrual basis and accordingly
reflect all significant receivables, payables, and other liabilities. The significant accounting policies that
followed are described below.

C. NET ASSETS

The net assets of the water system and changes therein are classified and reported as follows:

Net Assets with Donor Restrictions — Net assets subject to stipulations imposed by donors and grantors.
Some donor restrictions may be temporary in nature. These restrictions will be satisfied by actions of the
Water System or by the passage of time.

Net Assets without Donor Restrictions — Net assets that are not subject to donor-imposed restrictions and

may be expended for any purpose in performing the primary objectives of the water system. These net
assets may be used at the discretion of the water system’s management and board of directors.


















HOLUM WATER SYSTEM INC.

NOTES TO THE BASIC FINANCIAL STATEMENTS
CONTINUED

NOTE 8 - THE BOARD MEMBERS' NAMES & ADDRESSES ARE AS FOLLOWS:

Edward Malcomb — President Steve Joyner — Vice President
P.O. Box 718 3236 Hwy 126 E

649 Malcomb Road Grayson, LA 71435

Grayson, LA 71435 318-649-7033

318-481-1513 318-805-2421

Amy Fletcher — Secretary Carl Calhoun — Board Member
1213 Parker Road 3170 Hwy 849

Grayson, LA 71435 Grayson, LA 71435
318-547-4093 318-805-6292

Tommy Crain — Board Member
550 Joyner Road

Grayson, LA 71435
318-201-2072

Board members are paid $-0- for their services.

NOTE 9 - COMMITMENTS AND CONTINGENCIES

The water system is currently not involved in any lawsuits.

NOTE 10 - THE SYSTEM HAS THE FOLLOWING NUMBER OF CUSTOMERS AND
WATER RATES

Residential Customers — 414

$16.50 Minimum per month for 1st 2,000 Gallons used
$5.25 Per 1,000 gallons for amount used over 2,000 Gallons
$3.25 Per 1,000 gallons for amount used over 6,000 Gallons

NOTE 11 — USE OF ESTIMATES

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America require 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, expenditures, and expense during the reporting
period. Actual results could differ from those estimates.
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HOLUM WATER SYSTEM INC.

NOTES TO THE BASIC FINANCIAL STATEMENTS
CONTINUED

NOTE 12 - SUBSEQUENT EVENTS

Management has evaluated events and transactions subsequent to the Statement of Net Position date
though, June 29, 2022, of the independent auditor’s report for potential recognition or disclosure in the
financial statements.

NOTE 13 - RECENT ACCOUNTING PRONOUCEMENT

In May 2014, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update
(ASU) No. 2014-09 Revenue from Contracts with Customers as a new Topic, Accounting Standards
Codification 7opic 606. The ASU is intended to provide a more robust framework for addressing revenue
issues, improving comparability of revenue recognition practices and improving disclosure requirements.
In August 2015, the FASB issued ASU No. 2015-14, Revenue from Contracts: Deferral of the Effective
Date, which deferred the effective date of ASU No. 2014-09 by one year. This ASU is effective for annual
reporting periods beginning after December 13, 2019, and shall be applied using either a full retrospective
or modified retrospective approach. Early adoption is permitted. The water system is currently evaluating
the impact on the results of operations, financial condition and cash flows, and has not determined the
impact on its financial statement at this time.

In August 2016, the FASB issued ASU No. 2016-14, Presentation of Financial Statements of Not-for-
Profit Entities, which is intended to improve how a not-for-profit entity classifies its net assets, as well as
the information it presents in its financial statements about liquidity and availability of resources, expenses
and investment return, and cash flows. ASU No. 2016-14 is effective for annual reporting periods
beginning after December 15, 2018, and shall be applied retrospectively. Early adoption is permitted. The
water system was implemented 2016-14 as of July 1, 2018. The net effect is a reclassification of net assets
among classes, but total net assets remain the same.

NOTE 14- PRIOR PERIOD ADJUSTMENT

A prior period adjustment in the amount of $8,000 was made to correct beginning notes payable.
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Type

Property

General Liability

Surety Bond

Workmen’s Comp.

HOLUM WATER SYSTEM INC.
Schedule of Insurance

Unaudited

December 31, 2022

Agent

Benard Insurance
Agency LLC

Benard Insurance
Agency LLC

CNA Surety

Benard Insurance
Agency LLC

Amount

$905,055

$3.000,000

$50,000

$500,000

Date Expired

11/26/2022

01/01/2023

04/19/2023

11/26/2022



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

Edward Malcomb- President

& Members of the Board of Directors
P.O. Box 249
Grayson, Louisiana 71435

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 the Holum Water
System Inc. (a nonprofit organization), as of and for the year ended December 31, 2022, and the related
statements of activities, statement of functional expenses, and cash flows for the year then ended, and the
related notes to the financial statements, which collectively comprise the Holum Water System Inc.’s basic
financial statements, and have issued our report thereon dated June 16, 2023.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Holum Water System
Inc.’s internal control over financial reporting (internal control) to determine the audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinions on the financial statements,
but not for the purpose of expressing an opinion on the effectiveness of the Holum Water System Inc.’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the Holum Water
System Inc.’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
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weaknesses or, significant deficiencies and therefore, material weaknesses or significant deficiencies may
exist that have not been identified. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. We did identify certain
deficiencies in internal control, described in the accompanying Schedule of Findings and Questioned
Costs that we consider to be significant deficiencies (2022-1 Small Size of Entity).

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Holum 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 determination of financial statement amounts. 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 instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards.

Holum Water System Inc.’s Response to Findings

The Holum Water System Inc.’s response to the finding identified in our audit is described in the
accompanying Schedule of Findings and Questioned Costs. The Holum Water System Inc.’s response
was not subject to the auditing procedures applied in the audit of the financial statements and, accordingly,
we express no opinion on it.

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 entity'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 entity's internal control and compliance. Accordingly,
this communication is not suitable for any other purpose.

The Vercher Group

Jena, Louisiana
June 16, 2023



HOLUM WATER SYSTEM INC.

SCHEDULE OF FINDINGS AND QUESTIONED COST
For the Year Ended December 31, 2022

We have audited the financial statements of the Holum Water System Inc., as of and for the two years
ended December 31, 2022, and have issued our report thereon dated June 16, 2023. We conducted our
audit in accordance with generally accepted auditing standards and the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller General of the United
States.

Section I. Summary of Auditor’s Results

Our audit of the financial statements as of December 31, 2022, resulted in an unmodified opinion.
a. Report on Internal Control and Compliance Material to the Financial Statements

Internal Control
Material Weaknesses [ ] Yes Significant Deficiencies  [X] Yes

Compliance
Compliance Material to Financial Statements [ ]Yes

b. Federal Awards (Not Applicable)

Internal Control
Material Weaknesses [ ] Yes Other Conditions  Yes [ |

Type of Opinion on Compliance Unmodified [ ] Qualified []
For Major Programs Disclaimer [ ] Adverse [ ]

Are the finding required to be reported in accordance with Uniform Guidance?
[ JYes [ ] No
¢. ldentification of Major Programs:

CFDA Number (s) Name of Federal Program (or Cluster)

Dollar threshold used to distinguish between Type A and Type B Programs: $

Is the auditee a ‘low-risk’ auditee, as defined by OMB Uniform Guidance? [ ]Yes [ ]No
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HOLUM WATER SYSTEM INC.

SCHEDULE OF FINDINGS AND QUESTIONED COST- (CONT.)
For the Year Ended December 31, 2022

Section II Financial Statement Findings

2022-1 Small Size Entity (Internal Control)

Condition: Because of the small size of the Water System and the lack of separation of duties of
employees, many of the important elements of internal controls cannot always be achieved to ensure
adequate protection of the Water System’s cash.

Criteria: Important elements of good internal controls often require that the same employee does not
handle the functions of accounting, collections, billing, receiving and check writing.

Cause of Condition: Small size of entity and lack of employees

Effect of Condition: Significant internal control deficiency.

Recommendation: We recommend that management continue to provide the necessary oversight in its
current internal control procedures, specifically in the areas of cash receipts, collections receipt activities,
recordation of those receipts, depositing of funds collected, and review of checks written.

Client Response and Corrective Action: Management will continue to provide the necessary oversight

in its current internal control procedures, specifically in the areas of cash receipts, collection receipt
activities, recordation of those receipts, redepositing of funds collected, and review of checks written.

Section III Federal Awards Findings and Questioned Costs

Not applicable.



HOLUM WATER SYSTEM INC.
DECEMBER 31, 2022

MANAGEMENT LETTER COMMENTS

During the course of our audit, we observed conditions and circumstances that may be improved. Below
are situations that may be improved (if any) and recommendations for improvements.

CURRENT YEAR MANAGEMENT LETTER COMMENTS

There are no current year management letter comments.



HOLUM WATER SYSTEM INC.
DECEMBER 31, 2022

MANAGEMENT’S SUMMARY
OF PRIOR YEAR FINDINGS

The management of Holum Water System Inc. has provided the following action summaries relating to
findings brought to their attention as a result of their audit for the year ended December 31, 2021.

PRIOR YEAR FINDINGS

2021-1 Small Size Entity (Unresolved)

Condition: Because of the small size of the Water System and the lack of separation of duties of
employees, many of the important elements of internal controls cannot always be achieved to ensure
adequate protection of the Water System’s cash.

Criteria: Important elements of good internal controls often require that the same employee does not
handle the functions of accounting, collections, billing, receiving and check writing.

Cause of Condition: Small size of entity and lack of employees

Effect of Condition: Significant internal control deficiency.

Recommendation: We recommend that management continue to provide the necessary oversight in its
current internal control procedures, specifically in the areas of cash receipts, collections receipt activities,
recordation of those receipts, depositing of funds collected, and review of checks written.

Client Response and Corrective Action: Management will continue to provide the necessary oversight

in its current internal control procedures, specifically in the areas of cash receipts, collection receipt
activities, recordation of those receipts, redepositing of funds collected, and review of checks written.
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