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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
Destin Water Users, Inc.

Opinion

We have audited the accompanying financial statements of Destin Water Users, Inc. (a Florida
corporation), which comprise the balance sheets as of December 31, 2024 and 2023, and the
related statements of income, members' equity and cash flows for the years 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 Destin Water Users, Inc. as of December 31, 2024 and 2023, and the results of
its operations and its cash flows for the years then ended in accordance with accounting principles
generally accepted in the United States of America.

Basis for Opinion

We conducted our audits 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 Auditors’ Responsibilities for the Audit of the
Financial Statements section of our report. We are required to be independent of Destin Water
Users, Inc. and to meet our other ethical responsibilities in accordance with the relevant ethical
requirements relating to our audits. 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; this
includes 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 Destin Water
Users, Inc.’s ability to continue as a going concern within one year after the date that the financial
statements are available to be issued.



Auditors’ 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 auditors’
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:

o 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.

¢ 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 Destin Water Users, 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.

o Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about Destin Water Users, 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.



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 state financial assistance, as required by
Chapter 691-5, Schedule of Expenditures of State Financial Assistance, Rules of the Department of
Financial Services and Chapter 10.650, Rules of the Auditor General, 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 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 to 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 information is fairly stated, in
all material respects, in relation to the financial statements as a whole.

Other Reporting Required by Governmental Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated February
12, 2025 on our consideration of Destin Water Users, 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 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 Auditing Standards in
considering Destin Water Users, Inc.’s internal control over financial reporting and compliance.

Witsn, Cveat LLC

Destin, Florida
February 12, 2025



DESTIN WATER USERS, INC.
BALANCE SHEETS
DECEMBER 31, 2024 AND 2023

ASSETS
2024 2023

UTILITY PLANT IN SERVICE, NET $ 110,371,316 $ 107,790,477
RESTRICTED ASSETS

Cash — restricted 1,426,432 1,406,050

RUA loan deposits 123,755 123,755
Total restricted assets 1,550,187 1,529,805
CURRENT ASSETS

Cash 1,975,870 3,787,853

Investments 9,113,823 8,767,615

Customer receivables, net 2,234,859 2,155,365

Prepaid expenses 247,369 3,566

Inventory 845,341 722,118
Total current assets 14,417,262 15,436,517
INTANGIBLE ASSETS, NET 741,074 797,306
OTHER ASSETS

Investment in WRP, Inc. 7,932,751 8,180,889
Total other assets 7,932,751 8,180,889
TOTAL ASSETS $ 135,012,590 $ 133,734,994

See notes to the financial statements.
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DESTIN WATER USERS, INC.

BALANCE SHEETS

DECEMBER 31, 2024 AND 2023

LIABILITIES AND MEMBERS' EQUITY

MEMBERS' EQUITY
Contributions in aid of construction, net
Retained earnings

Total members' equity

LONG-TERM LIABILITIES
Long-term debt, less current maturities
Due to WRP, Inc.
Compensated absences
Contract liabilities — member deposits
Longevity award payable
Prepaid tap fees

Total long-term liabilities

CURRENT LIABILITIES
Accounts payable
Accrued expenses
Contracts payable
Retainage payable
Current maturities of long-term debt
Due to WRP, Inc.

Total current liabilities
TOTAL LIABILITIES AND MEMBERS' EQUITY

2024 2023
$ 23,799,570 $ 25,050,458
70,650,514 66,123,356
94,450,084 91,173,814
28,286,456 30,332,065
3,919,912 4,377,844
860,026 968,867
879,820 873,495
1,076,617 1,243,888
232,114 250,334
35,254,945 38,046,493
546,315 254,995
70,496 84,019
732,716 220,614
226,931 504,953
3,276,877 3,007,026
454,226 443,080
5,307,561 4,514,687

$ 135,012,590

$ 133,734,994

See notes to the financial statements.
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DESTIN WATER USERS, INC.
STATEMENTS OF INCOME
FOR THE YEARS ENDED DECEMBER 31, 2024 AND 2023

2024 2023

REVENUE FROM OPERATIONS

Water and sewer services $ 19,193,533 $ 19,017,068

Other services 298,994 313,893
Total operating revenue 19,492,527 19,330,961
OPERATING EXPENSES

Operating and maintenance 12,092,819 12,020,431

Depreciation and amortization 2,589,552 2,689,241
Total operating expenses 14,682,371 14,709,672
OPERATING INCOME 4,810,156 4,621,289
OTHER REVENUES (EXPENSES)

Loss on disposal of assets (171,769) (103,665)

Interest income 119,115 101,927

Interest expense (1,259,641) (1,368,292)

Other income 299,027 386,884

Investment income 1,002,684 881,008

Loss from investment in WRP, Inc. (272,414) (272,414)
Total other expenses, net (282,998) (374,552)
NET INCOME $ 4,527,158 $ 4,246,737

See notes to the financial statements.
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DESTIN WATER USERS, INC.
STATEMENTS OF MEMBERS’ EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2024 AND 2023

2024 2023
CONTRIBUTED CAPITAL
Beginning balance $ 25,050,458 $ 25,904,523
Contributions from members 337,822 815,665
Contributions from developers 103,533 34,899
Amortization (1,692,243) (1,704,629)
Ending balance 23,799,570 25,050,458
RETAINED EARNINGS
Beginning of year 66,123,356 61,876,619
Net income 4,527,158 4,246,737
End of year 70,650,514 66,123,356
TOTAL MEMBERS' EQUITY $ 94,450,084 $ 91,173,814

See notes to the financial statements.
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DESTIN WATER USERS, INC.
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2024 AND 2023

CASH FLOWS FROM OPERATING ACTIVITIES
Net income
Adjustments to reconcile net income to net cash
provided by operating activities:

Depreciation and amortization

Loss on disposal of assets

Loss from investment in WRP, Inc.

Unrealized gain on investments

(Increase) decrease in operating assets:
Customer receivables, net
Prepaid expenses
Inventory

Increase (decrease) in operating liabilities:
Accounts payable
Accrued expenses
Contracts payable
Compensated absences
Contract liabilities — member deposits
Longevity award payable
Prepaid tap fees

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition and construction of utility plant in service
Proceeds from sale of vehicles
Investment in WRP, Inc.

Sales (purchases) of marketable securities, net

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from long-term debt
Payments of long-term debt
Contributions from members
Contributions from developers

Net cash used in financing activities

See notes to the financial statements.
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2024 2023
4,527,158  $ 4,246,737
2,589,552 2,689,241

171,769 103,665
272,414 272,414
(805,324) (670,013)
(79,494) 126,863
(243,803) 7,626
(123,223) 10,111
291,320 (676,967)
(13,523) (11,873)
512,102 2,408
(108,841) 55,274
6,325 27,610
(167,271) 58,276
(18,220) (1,380)
6,810,941 6,239,992
(7,355,228) (13,193,973)
103,344 22,000
(471,062) (469,657)
459,116 (143,898)

(7,263,830) (13,785,528)
1,176,005 -

(2,956,072) (2,858,756)

337,822 815,665
103,533 34,899
(1,338,712) (2,008,192)




DESTIN WATER USERS, INC.
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2024 AND 2023

2024 2023

CHANGE IN CASH $ (1,791,601) $ (9,553,728)
CASH AT BEGINNING OF YEAR 5,193,903 14,747,631
CASH AT END OF YEAR $ 3,402,302 $ 5,193,903
COMPOSITION OF CASH

Cash — unrestricted $ 1,975,870 $ 3,787,853

Cash — restricted 1,426,432 1,406,050
TOTAL CASH $ 3,402,302 $ 5,193,903
SUPPLEMENTAL DISCLOSURE OF CASH FLOW

INFORMATION

Interest paid $ 1,271,464 $ 1,379,747

See notes to the financial statements.
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DESTIN WATER USERS, INC.
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2024 AND 2023

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND DESCRIPTION OF BUSINESS

Description of Business

Destin Water Users, Inc., (hereinafter referred to as, the Company), was incorporated in the state of
Florida in 1963, as a not-for-profit corporation to provide water and sewer services to customers in
the Destin area of Okaloosa County, Florida. The Company's primary funding sources are from
sales of water and sewer services, infrastructure constructed and donated by developers, and tap
fees. The Company has qualified under Internal Revenue Code Section 501(c)(12) as an exempt
organization and, as such, is not liable for income taxes. By Florida statute, the Company is also
exempt from sales tax and ad valorem taxes.

Revenue Recognition, Contract Assets and Contract Liabilities

The Company follows the Financial Accounting Standards Board (FASB) issued Accounting
Standards Update (ASU) 2014-09, Revenue from Contracts with Customers (Topic 606) and
related amendments (ASC 606), which is based on the principle that an entity should recognize
revenue to depict the transfer of goods or services to customers in an amount that reflects the
consideration to which the entity expects to be entitled in exchange for the goods or services.
ASC 606 also requires additional disclosure about the nature, amount, timing and uncertainty of
revenue and cash flows arising from customer contracts, including significant judgments and
changes in judgments and assets recognized from costs incurred to fulfill a contract.

The Company recognizes revenue when performance obligations are satisfied. Generally, the
Company’s performance obligations are satisfied, control of water and sewer services are
transferred, and revenue is recognized on a monthly basis after the service has been performed.
Because customers are invoiced at the time service has been performed and the Company’s right
to consideration is unconditional at that time, the Company currently does not maintain contract
asset balances. For setup of customer accounts, any amounts that have been collected for
services, where control has not transferred, are recorded as member deposits (contract liabilities).

Cash and Cash Equivalents

The Company has defined cash and cash equivalents as cash held at a depository and cash on
hand for operating purposes. Cash equivalents consist of cash, overnight repurchase agreement
investments, funds held in money market accounts and short-term investments maturing in 90 days
or less when purchased.

Restricted Cash

Cash has been restricted pursuant to the requirements of the loan from the Florida Department of
Environmental Protection Loan Fund, sinking fund requirements related to the 2005 revenue bonds,
and meter deposits held for customers.

Investments

Management determines the appropriate classification of investment securities at the time they are
acquired and evaluates the appropriateness of such classifications at each balance sheet date. All
of the investments held by the Company are classified at fair value.
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DESTIN WATER USERS, INC.
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2024 AND 2023

Utility Plant in Service and Depreciation

Property, plant and equipment is recorded at cost when acquired by purchase, at estimated fair
market value when donated, or at developer cost when contributed. Depreciation is computed using
the straight-line method over the estimated useful lives of the assets. Useful lives range from five to
fifty years.

Intangible Assets
Intangible assets associated with the utility plant, distribution systems, and water supply connection
fees are amortized over their period of availability using the straight-line method.

Customer Receivables

Customer accounts receivable consist of amounts due on water and sewer billings to customers.
Bills for water and sewer service are due on the 15th day of each month. Bills not paid by the 15th
are charged a 10% penalty. Accounts 30 days past due are disconnected and charged a $35
disconnection fee. The customer receivables, net was $2,234,859 and $2,155,365 at December 31,
2024 and 2023, respectively.

Management treats uncollectible customer accounts receivable as credit losses. Methods, inputs
and assumptions used to estimate when customer balances are considered uncollectible include
closely monitoring outstanding account balances and reviewing the Company’s historical losses
based on the aging of receivables. This estimate is adjusted for management’'s assessment of
current conditions, reasonable and supportable forecasts regarding future events, and any other
factors deemed relevant by the Company. The Company believes that historical loss information is
a reasonable starting point for calculating the expected allowance for credit losses.

Inventory

Inventory is stated at lower of cost or net realizable value with cost being determined by the moving
average method. The inventory of operating supplies is reported using the consumption method
under which operating supplies are expensed and additions to the system are recorded as the
supplies are used.

Prepaid Tap Fees

Prepaid tap fees consist of payments made by individuals, businesses and developers for future
water and/or sewer connection fees under the terms of contracts between the parties and the
Company. Prepaid tap fees were $232,114 and $250,334 for 2024 and 2023, respectively.

Contributions in Aid of Construction

Contributions in aid of construction consist of state and federal grants and contributions by
individuals and corporations toward the cost of the water and sewer system. Property contributed
by customers and developers is recorded as contributions in aid of construction at its developer
cost at the date received. These contributions are amortized using the straight-line method over the
estimated useful lives of the contributed assets, generally 40 years. Accumulated amortization was
$1,609,908 and $1,622,294 for 2024 and 2023, respectively, netted by loan cost and amortization
expense. The amortization is offset against depreciation charged to operations.
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DESTIN WATER USERS, INC.
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2024 AND 2023

Contributions by Members

Contributions by members are water and/or sewer connection fees paid by individuals, businesses,
and developers and are utilized for capital projects and utility plant expansion. As such, these tap
fees are treated as contributed capital for financial reporting purposes and are amortized using the
straight-line method over 40 years. The amortization is offset against depreciation charged to
operations.

Compensated Absences

Full-time permanent employees earn vacation based on years of service. Earned, but unused
vacation may be carried forward indefinitely and is payable upon termination. Employees with more
than one year of service will be paid 50% of their accrued sick leave upon termination. Accrued
vacation and sick leave benefits as of December 31, 2024 and 2023, were $860,026 and $968,867,
respectively.

Longevity Award

Employees terminating with a total of ten years of service at Destin Water Users, Inc. will be
provided a bonus equal to 20% of their current annual base salary. Employees terminating between
11 and 15 years will receive an additional 2% of their current annual base salary for each year
beyond ten years. The maximum bonus for 15 years is 30%. Employees terminating between 16
and 19 years will receive an additional 2.25% of their current annual base salary for each year
beyond 15 years. Employees terminating with a total of 20 years of service will be provided a bonus
equal to 50% of their current annual base salary. Employees terminating between 20 and 30 years
will receive an additional 2.5% of their current annual base salary for each year beyond 20 years.
The maximum bonus for 30 years is 75%.

Accrued benefits as of December 31, 2024 and 2023, were $1,076,617 and $1,243,888, respectively.

Recently Adopted Accounting Pronouncements

In June 2016, the FASB issued guidance (FASB ASC 326) which significantly changed how entities
will measure credit losses for most financial assets and certain other instruments that are not
measured at fair value through net income. The most significant change in this standard is a shift
from the incurred loss model to the expected loss model. Under the standard, disclosures are
required to provide users of the financial statements with useful information in analyzing an entity’s
exposure to credit risk and the measurement of credit losses. Financial assets held by the
Company that are subject to the guidance in FASB ASC 326 were customer receivables.

The Company adopted the standard effective January 1, 2023. The impact of the adoption was not
considered material to the financial statements. As a result of adopting the new standard, the
Company recorded an allowance for credit losses of $20,061.

Income Taxes

The Company is generally exempt from payment of income taxes under Section 501(c)(12) of the
Internal Revenue Code but obligated to pay tax on any unrelated business income as defined by
the Internal Revenue Code. The Company is not aware of any uncertain tax positions that would
require disclosure or accrual in accordance with generally accepted accounting principles.
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DESTIN WATER USERS, INC.
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2024 AND 2023

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that
affect certain reported amounts and disclosures. Accordingly, actual results could differ from those
estimates.

Advertising
Advertising costs are expensed as incurred and were $44,003 and $25,390 for 2024 and 2023,
respectively.

Reclassifications
Certain amounts presented in the prior year have been reclassified in order to conform to the
current year presentation.

Subsequent Events

The Company has evaluated events and transactions that occurred between December 31, 2024,
and February 12, 2025, which is the date the financial statements were available to be issued, for
possible recognition or disclosure in the financial statements.

2. CONCENTRATIONS

The Company maintains cash balances at several banks. Interest-bearing and noninterest-bearing
accounts at each institution are insured by the Federal Deposit Insurance Company (FDIC) up to
$250,000. At December 31, 2024 and 2023, the Company exceeded the FDIC insured limits at
financial institutions by a total of $3,939,742 and $5,757,701, respectively, which is the amount of
the Company's exposure to credit loss. The Company has not experienced any losses in such
accounts and believes there is little or no exposure to any significant credit risk.
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DESTIN WATER USERS, INC.
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2024 AND 2023

3. INVESTMENTS

Investments in marketable securities are carried at fair value as determined by the quoted market
prices. The Company’s investments consist of the following:

Unrealized
As of December 31, 2024 Cost Gain/(Loss) Fair Value
Mutual funds and exchange traded funds $ 3,981,377 $ 1,464,616 $ 5,445,993
Fixed income 3,658,845 8,985 3,667,830
Total Investments $ 7,640,222 $ 1,473,601 $ 9,113,823

Unrealized
As of December 31, 2023 Cost Gain/(Loss) Fair Value
Mutual funds $ 3,897,183 $ 868,562 $ 4,765,745
Fixed income 4,052,560 (50,690) 4,001,870
Total Investments $ 7,949,743 $ 817,872 $ 8,767,615
Investment returns were as follows:

2024 2023
Dividend and interest $ 197,360 $ 312,923
Unrealized gain on investments 805,324 670,013
Total investment income $ 1,002,684 $ 982,936

The Company paid investment advisory fees of $42,685 and $36,215 for 2024 and 2023,
respectively.

4. FAIR VALUE MEASUREMENTS

The framework for measuring fair value provides a fair value hierarchy that prioritizes the inputs to
valuation techniques used to measure fair value. The hierarchy gives the highest priority to
unadjusted quoted prices in active markets for identical assets or liabilities (Level 1) and the lowest
priority to unobservable inputs (Level 3). The three levels of the fair value hierarchy under FASB
ASC 820, Fair Value Measurements, are described as follows:

e Level 1 — Applies to assets or liabilities for which there are quoted prices in active markets

for identical assets or liabilities. These valuations represent quoted prices in the active
markets, and therefore, do not require significant management judgement.
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DESTIN WATER USERS, INC.
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2024 AND 2023

Level 2 — Applies to assets or liabilities for which there are inputs other than quoted prices
included within Level 1 that are observable, either directly or indirectly, for the asset or
liability such as: quoted prices for similar assets or liabilities in active markets; quoted prices
for identical or similar assets or liabilities in less active markets; or other inputs that can be
derived principally from or corroborated by observable market data.

Level 3 — Valuations based on inputs that are supported by little or no market activity and
that are significant to the fair value of the assets or liabilities. The Company had no Level 3
investments as of December 31, 2024 or 2023.

The fair value measurement level within the hierarchy is based on the lowest level of any input that
is significant to the fair value measurement. Valuation techniques used maximize the use of
observable inputs and minimize the use of unobservable inputs.

As of December 31, 2024 Level 1 Level 2 Total

Mutual funds and exchange traded fund $ 5445993 §$ - $ 5445993
Fixed income - 3,667,830 3,667,830
Total Investments at fair value $ 5,445,993 $ 3,667,830 $ 9,113,823
As of December 31, 2023 Level 1 Level 2 Total

Mutual funds $ 4,756,136 $ - $ 4,756,136
Fixed income - 4,011,479 4,011,479
Total Investments at fair value $ 4,756,136 $ 4,011,479 $ 8,767,615

The following methods and assumptions were used to estimate the fair value for each class of
investment, measured at fair value:

Mutual funds and exchange traded funds — Investments are comprised of various equity
holdings. They are classified as Level 1, as the funds are traded in an active market for
which closing prices are readily available.

Fixed income — Investments in debt and fixed income funds are comprised of various bond
market index funds and a certificate of deposit. They are classified as Level 2, as they are
traded in an active market and quoted prices are based on the value of underlying assets.
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DESTIN WATER USERS, INC.
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2024 AND 2023

5. INVESTMENT IN WRP, INC.

In 1996, the Company and South Walton Utility Company, Inc. (SWUCI) formed WRP, Inc. (WRP),
a not-for-profit organization incorporated in the state of Florida, for the purpose of acquiring land
and developing well fields and pipelines capable of providing potable water to the Company and
SWUCI. The Company accounts for its 50% ownership interest in WRP, using the equity method of
accounting in accordance with generally accepted accounting principles. In 2011, WRP began the
Phase IV Water System Improvements, General Brown Wellfield Transmission Main Project
(hereinafter referred to as, the Phase IV Project). The Phase IV Project was completed and placed
into service during 2013. The cost of the Phase IV Project was shared equally between the
Company and SWUCI.

The construction costs associated with the Phase IV Project were funded through a State Revolving
Funds Loan (SRF Loan) through the Florida Department of Environmental Protection (FDEP) in the
amount of $16,000,000 obtained by WRP, as well as through contributions from the Company and
SWUCI. The SRF Loan bears interest at 2.5% and is payable in semi-annual principal and interest
payments of $449,742. The SRF Loan is secured by pledged revenues of the Company and
SWUCI. As of December 31, 2024, WRP had drawn a total of $13,819,265 on the SRF Loan of
which $4,374,138 is the responsibility of the Company and is recorded as “Due to WRP, Inc.” in the
financial statements.

The Company's 50% share of costs incurred on the Phase IV Project, including its share of the
balances of the SRF Loan and line of credit, is recognized as an increase to the Company's
investment in WRP. As of December 31, 2024 and 2023, the Company owed WRP $4,374,138 and
$4,820,924, respectively, for costs associated with the Phase IV Project, which includes the
Company's share of WRP's line of credit, SRF loan and accounts payable, contracts payable and
retainage payable. The amounts due to WRP by the Company are tied to the related debt on
WRP's books, and accordingly, have corresponding maturities, which are summarized as follows at
December 31, 2024:

Amount

2025 $ 454,226

2026 465,653

2027 477,367

2028 489,376

2029 501,687
Thereafter 1,985,829
Total due to WRP, Inc. $ 4,374,138

During the year ended December 31, 2024, the Company contributed $24,275 to WRP and
recognized a loss on its investment in WRP of $272,414. During the year ended December 31,
2023, the Company contributed $33,835 to WRP and recognized a loss on its investment in WRP of
$272,414. The Company's investment in WRP totaled $7,932,751 and $8,180,889 at December 31,
2024 and 2023, respectively.
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DESTIN WATER USERS, INC.
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2024 AND 2023

The Company’s investment in WRP is accounted for under the equity method of accounting.
Pertinent financial information for WRP, Inc., as of December 31, follows:

Balance Sheet
Cash
Due from SWUCI
Due from Company
Property and equipment, net

Total assets

Accrued interest payable
SRF Loan payable
Equity

Total liabilities and equity

Statement of Operations and Gains
Revenue
Expenses

Deficit of revenues under expenses

Company's share of WRP, Inc.'s deficit of revenues
under expenses

Less: amortization of contributed capital

Company's recognized loss on investment in WRP, Inc.
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2024 2023
$ 885,298 $ 836,748
2,600,743 2,865,831
4,383,350 4,830,136
15,077,161 15,603,476
$ 22,946,552 $ 24,136,191
$ 74,757 $ 80,640
7,058,705 7,747,742
15,813,090 16,307,809
$ 22,946,552 $ 24,136,191
Year Ended Year Ended
December 31, December 31,
2024 2023
$ 263,652 $ 284,282
(343,105) (363,735)
(79,453) (79,453)
X 50% x 50%
$ (39,727) $ (39,727)
(232,688) (232,688)
$ (272,414) $ (272,414)




DESTIN WATER USERS, INC.
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2024 AND 2023

6. CUSTOMER RECEIVABLES

At December 31, 2024, 2023 and 2022, receivables consisted of the following:

2024 2023 2022
Customer receivables $ 1,422,947 $ 1,391,870 $ 1,415,715
Unbilled receivable 804,450 760,792 847,350
Other 27,523 22,764 19,163
Total customer receivables 2,254,920 2,175,426 2,282,228
Less: allowance for credit losses (20,061) (20,061) -
Customer receivables, net $ 2,234,859 $ 2,155,365 $ 2,282,228

7. UTILITY PLANT IN SERVICE, NET

The following is a summary of utility plant in service as of December 31, 2024 and 2023:

2024 2023
Water distribution system and wastewater treatment plant $ 129,754,666 $ 126,063,974
Land 11,825,895 11,825,895
Buildings 22,969,960 21,957,577
Equipment 3,662,313 4,439,824
Easements 283,065 283,065
Construction in progress 2,952,795 1,488,242
Total utility plant in service 171,448,694 166,058,577
Less: accumulated depreciation (61,077,378) (58,268,100)
Utility plant in service, net $ 110,371,316 $ 107,790,477

Annual provisions for depreciation of utility plant in service total $4,199,460 and $4,311,535 for
2024 and 2023, respectively.

8. INTANGIBLE ASSETS
The Company has purchased the right to provide water and sewer services to certain groups of

customers. Anticipated amortization for each of the next 10 years will be at a rate of $12,386 for
customer rights.
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DESTIN WATER USERS, INC.
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2024 AND 2023

In 2008, SWUCI completed construction of the Phase Ill Water Supply Project. In 2009, there was
additional construction of the Phase Ill Project. Under the terms of its agreement with SWUCI, the
Company contributed a total of $1,315,357 for the project. The Company's contribution to the
project was recorded as an intangible asset and will be amortized over a period of 30 years.
Anticipated amortization for Phase Ill access will be $43,845 per year.

The amortized cost of these intangible assets was as follows as of December 31, 2024:

Date Original Original Accumulated Amortized

Acquired Period Cost Amortization Cost
Customer rights 1994 40 years $ 495439 $ (371,579) $ 123,860
Phase Ill access 2008 30 years 1,315,357 (698,143) 617,214

$ 1,810,796 $ (1,069,722) $ 741,074

The amortized cost of these intangible assets was as follows as of December 31, 2023:

Date Original Original Accumulated Amortized

Acquired Period Cost Amortization Cost
Customer rights 1994 40 years $ 495439 $ (359,192) $ 136,247
Phase Ill access 2008 30 years 1,315,357 (654,298) 661,059

$ 1,810,796 $ (1,013,490) $ 797,306

9. EMPLOYEE BENEFIT PLANS

The Company provides pension benefits to its employees through a money purchase pension plan.
Employees with at least one year of service, who have attained the age of 18, are eligible to
participate. The Company is required to contribute 5% of each eligible employee's compensation to
the plan. The contributions for 2024 and 2023 were $183,949 and $186,775, respectively.

In 1996, the Company established a profit-sharing plan covering all employees with at least one
year of service who have attained the age of 21. Under this plan, the Company's contribution is
determined annually by the board of directors. The Company's contribution, if any, is allocated to
each participant based on a point system, with points awarded to each employee based on factors
such as years of service, age, and compensation. The Company elected not to contribute to the
profit-sharing plan in 2024 and 2023.

The Company's profit-sharing plan also includes a 401(k) feature that allows employees to defer a
portion of their compensation subject to statutory limits. The Company provides a matching
contribution of 100% on the first 3% that an employee defers. Company contributions to the 401(k)
portion of the plan totaled $105,136 and $107,877 in 2024 and 2023, respectively.
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DESTIN WATER USERS, INC.
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2024 AND 2023

10. CONTRACT LIABILITIES - MEMBER DEPOSITS

Member deposits are comprised of both membership fees and deposits that are held until the
customer account is closed. The fee is either applied toward the final billing or returned after the
final payment has been received. Member deposits are shown as a long-term liability on the
balance sheet. Member deposits held on accounts were $879,820 and $873,495 as of
December 31, 2024 and 2023, respectively.

11. LONG-TERM DEBT

The Company’s long-term debt, excluding amounts due to WRP, Inc. and South Walton Utility
Company, Inc. consisted of the following at December 31, 2024 and 2023:

2024 2023
Construction loan agreements — SRF $ 3,300,747 $ 2,741,451
State Revolving Funds Loan Payable to RUA 2,830,712 3,081,780
Commercial construction loans 25,498,619 27,586,914
Total debt 31,630,078 33,410,145
Less: unamortized debt issuance costs (66,745) (71,054)
Total debt less unamortized issuance costs 31,563,333 33,339,091
Less: current maturities (3,276,877) (3,007,026)
Total long-term debt $ 28,286,456 $ 30,332,065

Construction Loan Agreements — State Revolving Funds (SRF)

On May 24, 2004, the Company entered into a construction loan agreement with the State of
Florida funded through the Drinking Water State Revolving Fund (DWSRF), in the amount of
$3,000,000. On December 14, 2004, the agreement was amended to provide for an additional
$3,375,000, which was received during 2005. In August 2006, the agreement was amended to
provide an additional $2,013,362, which was received during 2007. The DWSRF is funded with
federal grants passed through the State of Florida's Department of Environmental Protection
(FDEP). The loan is secured by the gross revenues derived yearly after satisfaction of all yearly
payment obligations on any senior revenue obligations (USDA guaranteed second mortgage
agreement and Variable Rate Demand Taxable Notes Series 2001). Interest on the loan accrues
and is compounded annually from the time when disbursements are made until six months before
the first semi-annual payment is due. Interest is currently at a fixed rate of 2.71% on the original
$3,000,000; 2.81% on the additional $3,375,000; and 2.75% on the additional $2,013,362.

As of December 31, 2024 and 2023, the loan had a total principal outstanding of $533,506 and

$1,052,589, respectively. The Company is required to maintain a reserve cash account of a deposit
equal to one semi-annual payment. This amount is included in restricted cash on the balance sheet.
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DESTIN WATER USERS, INC.
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2024 AND 2023

During 2020 and 2019, the Company received funding of $1,176,064 and $962,762, respectively,
for a State Revolving Fund (SRF) loan related to water storage and supply project. The Company
makes semi-annual payments of $61,214 beginning August 2019 through February 2039. The loan
bears an interest rate of 1.49%. As of December 31, 2024 and 2023, the loan had total principal
outstanding of $1,591,236 and $1,688,862, respectively.

On June 16, 2021, the Company entered into a second construction loan agreement with the State
of Florida funded through the Drinking Water State Revolving Fund (DWSRF), in the amount of
$920,000. In May 2023, the agreement was amended to provide for an additional $2,080,000, of
which $1,176,005 was received during 2024. In July 2024, the agreement was amended to provide
an additional $2,300,00, which has not been received as of December 31, 2024. The DWSREF is
funded with federal grants passed through the State of Florida's Department of Environmental
Protection (FDEP). The loan is secured by the gross revenues derived yearly from the operation of
the utility system after payment of the operation and maintenance expense and the satisfaction of
all yearly payment obligations. Interest on the loan accrues and is compounded annually from the
time when disbursements are made until six months before the first semi-annual payment is due.
Interest is currently at a fixed rate of 0.62% on the total amount awarded.

As of December 31, 2024 and 2023, the loan had a total principal outstanding of $1,176,005 and
$0, respectively. The $5,300,000 loan is payable over a 20-year term with semi-annual payments
beginning November 15, 2025.

SRF Loans Payable to Regional Utility Authority (RUA)

During 2011, the Company obtained two SRF Loans, one for $1,639,606 and the other for
$1,495,376 from the FDEP to fund improvements to its wastewater treatment and reclaimed water
disposal system, completed in previous years. The loans are secured by land and improvements.

The $1,639,606 loan bears interest at a rate of 2.74%, is secured by pledged revenues, and is
payable semiannually over a 20-year term beginning August 15, 2012. As of December 31, 2024
and 2023, the loan had total principal outstanding of $691,562 and $773,560, respectively. The
$1,495,376 loan bears interest at a rate of 2.74%, is secured by pledged revenues, and is payable
semiannually over a 20-year term beginning July 15, 2012. As of December 31, 2024 and 2023, the
loan had total principal outstanding of $544,179 and $608,701, respectively.

The Company is required to maintain a loan deposit account equal to one semi-annual payment.
This amount is included in RUA loan deposits on the balance sheet in the amount of $123,755 as of
December 31, 2024 and 2023.

During 2019, the Company obtained a $1,196,882 SRF Loan and a $975,135 SRF Loan ($316,165
advanced payment in 2018) from the FDEP to fund water reclamation facility improvements. The
$1,196,882 loan bears interest at a rate of 0.92%, is secured by pledged revenues and is payable
semiannually over a 20-year term which began May 15, 2019. As of December 31, 2024 and 2023,
the loan had total principal outstanding of $875,472 and $933,806, respectively. The $975,135 loan
bears interest at a rate of 1.40%, is secured by pledged revenues, and is payable semiannually
over a 20-year term which began March 15, 2019. As of December 31, 2024 and 2023, the loan
had total principal outstanding of $719,499 and $765,713, respectively.
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DESTIN WATER USERS, INC.
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2024 AND 2023

Commercial Construction Loans

In May 2015, the Company obtained a $5,500,000 Commercial Construction Loan from a local
financial institution to fund a Highway 98 widening project and sanitary sewer evaluation and sewer
line repairs, both completed in 2017. The contract was awarded to a local construction company in
the amount of $3,932,450. The loan bears interest at a rate of 3.55%, is secured by pledged
revenues and is payable monthly over a 15-year term beginning June 7, 2015. As of December 31,
2024 and 2023, the loan had total principal outstanding of $2,335,332 and $2,718,689, respectively.

In January 2019, the Company obtained a $15,000,000 promissory note from a local financial
institution to fund upcoming project requirements. The loan bears interest at a rate of 4.28%, is
secured by pledged revenues, and is payable monthly over a 15-year term beginning February 1,
2019. As of December 31, 2024 and 2023, the loan had total principal outstanding of $10,196,243
and $11,091,657, respectively.

In May 2022, the Company obtained a $15,000,000 promissory note from a local financial institution
to fund upcoming project requirements. The loan bears interest at a rate of 3.6%, is secured by
pledged revenues and is payable monthly over a 15-year term beginning June 18, 2022. As of
December 31, 2024 and 2023, the loan had total principal outstanding of $12,967,044 and
$12,126,000, respectively.

Management believes that the Company is in compliance with all covenants and restrictions at
December 31, 2024 and 2023.

Aggregate maturities of long-term debt at December 31, 2024, are as follows:

Amount

2025 $ 3,225,925
2026 2,955,448
2027 3,055,239
2028 3,171,948
2029 2,927,262
Thereafter 16,294,256
$ 31,630,078

12. RELATED PARTY AGREEMENTS

During 2000, SWUCI entered into an agreement with Regional Utilities (RU) to use 60% of its water
line capacity beginning on June 1, 2001, and continuing for 20 years. As part of that agreement, the
Company pays SWUCI one-half of the initial payment for the extension and one-half of the water
line capacity. The agreement includes automatic term renewals for 20-year periods.
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DESTIN WATER USERS, INC.
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2024 AND 2023

13. OPERATING LEASES

Tower Lease

The Company has an operating lease with a communications company to lease space on towers to
cellular service providers. Total income from this lease was $187,511 in 2024 and $180,462 in 2023
and is included in other income in the statements of income.

14. COMMITMENTS

Kelly Plantation Water Storage Tank

In September 2024, the Company entered into a contract with a construction company for the
installation of a 0.5 MG water storage tank at Kelly Plantation for an amount totaling $3,481,000. As
of December 31, 2024, there were no expenses incurred on the contract. The contract is expected
to be completed in 2026.

New Office Building and Facilities

In December 2021, the Company entered into a contract with a construction company to construct a
new office building, parking garage, and warehouse facility for an amount totaling $18,696,995. As
of December 31, 2024, there was $961,150 remaining on the contract. The contract is expected to
be completed in 2025.
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DESTIN WATER USERS, INC.
SCHEDULE OF EXPENDITURES OF STATE FINANCIAL ASSISTANCE
FOR THE YEAR ENDED DECEMBER 31, 2024

State Agency Passed
Pass-Through Entity Contract/Grant Through to
State Project CSFA Number Expenditures Subrecipients

STATE PROJECTS:

Florida Department of Environmental Protection
Direct Programs:
Drinking Water Facility Construction 37.076 DW460121 $ 1,176,005 $ -

TOTAL EXPENDITURES OF STATE FINANCIAL ASSISTANCE $ 1,176,005 § -

See notes to the schedule of expenditures of state financial assistance.
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DESTIN WATER USERS, INC.
NOTES TO THE SCHEDULE OF EXPENDITURES OF STATE FINANCIAL ASSISTANCE
FOR THE YEAR ENDED DECEMBER 31, 2024

1. BASIS OF PRESENTATION

The information in the accompanying Schedule of Expenditures of State Financial Assistance (the
Schedule) is presented in accordance with the requirements of Chapter 10.650, Rules of the State of
Florida Auditor General. Because the Schedule presents only a selected portion of the operations of
Destin Water Users, Inc. (the Company), it is not intended to, and does not, present the financial
position, results of operations, changes in equity and cash flows of the Company.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying Schedule includes the state grant activity of the Company for the year ended
December 31, 2024. Expenditures reported on the Schedule are reported on the accrual basis of
accounting.

3. STATE REVOLVING LOAN PROJECTS

The Company has entered into a state revolving loan with the Florida Department of Environmental
Protection (FDEP) for the rehabilitation of a well. Expenditures reported on the Schedule related to
this project are considered expended when the funds are drawn down from the FDEP, regardless of
when the underlying expenditure is incurred under the accrual basis of accounting. As a result, a
portion of the $1,176,005 of expenditures of state financial assistance reported in the Schedule were
incurred in a prior period but the state funds were drawn down during the year ended December 31,
2024. As of December 31, 2024, the Company has an outstanding loan balance of $1,176,005.
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INDEPENDENT AUDITORS’ 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

To the Board of Directors
Destin Water Users, Inc.

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 Destin
Water Users, Inc. (a nonprofit organization), which comprise the balance sheet as of December 31,
2024, and the related statement of income, members’ equity, and cash flows for the year then ended,
and the related notes to the financial statements, and have issued our report thereon dated February
12, 2025.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Destin Water Users,
Inc.’s (the Company) 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 opinions
on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of
the Company’s internal control. Accordingly, we do not express an opinion on the effectiveness of the
Company’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 Company’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. Given these limitations, during our audit we did not identify
any deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses or significant deficiencies may exist that were not identified.
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Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Company’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 instances of noncompliance or other matters that are required
to be reported under Government Auditing Standards.

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

Wtsn Qveat: LLC

Destin, Florida
February 12, 2025
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR THE MAJOR STATE
PROJECT AND REPORT ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED
BY CHAPTER 10.650, RULES OF THE STATE OF FLORIDA AUDITOR GENERAL

To the Board of Directors
Destin Water Users, Inc.

Report on Compliance for the Major State Project

Opinion on the Major State Project

We have audited Destin Water Users, Inc.’s (the Company) compliance with the types of compliance
requirements described in the Executive Officer of the Florida Governor’s State Project Compliance
Supplement that could have a direct and material effect on the Company’s major state project for the
year ended December 31, 2024. The Company’s major state project is identified in the summary of
auditors’ results section of the accompanying schedule of findings and questioned costs.

In our opinion, the Company complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on its major state project
for the year ended December 31, 2024.

Basis for Opinion on the Major State Project

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 Chapter 10.650, Rules of the State of Florida Auditor General. Our responsibilities
under those standards and Chapter 10.650, Rules of the State of Florida Auditor General, are further
described in the Auditors’ Responsibilities for the Audit of Compliance section of our report.

We are required to be independent of the Company 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
the maijor state project. Our audit does not provide a legal determination of the Company’s compliance
with the compliance requirements referred to above.

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 the Company’s state projects.
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Auditors’ Responsibilities for the Audit of 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 the Company’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
Chapter 10.650, Rules of the State of Florida Auditor General, 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 the Company’s compliance with the requirements of the major state
project as a whole.

In performing an audit in accordance with generally accepted auditing standards, Government
Auditing Standards, and Chapter 10.650, Rules of the State of Florida Auditor General, we:

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

¢ 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 Company’s compliance with the compliance
requirements referred to above and performing such other procedures as we considered
necessary in the circumstances.

¢ Obtain an understanding of Company’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 Chapter 10.650, Rules of the
State of Florida Auditor General, but not for the purpose of expressing an opinion on the
effectiveness of the Company’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 state project 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 nhoncompliance with a type of compliance
requirement of a state project 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 state
project 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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Our consideration of internal control over compliance was for the limited purpose described in the
Auditors’ 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 Chapter 10.650, Rules of the State of Florida Auditor General. Accordingly, this report is not
suitable for any other purpose.

Wiwun Cveat: LLC

Destin, Florida
February 12, 2025
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DESTIN WATER USERS, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED DECEMBER 31, 2024

. SUMMARY OF AUDITORS’ RESULTS

Financial Statements

Type of auditors' report issued: Unmodified
Internal control over financial reporting:
» Material weakness(es) identified? Yes X No
« Significant deficiency(ies) identified that is/are None

not considered to be material weaknesses? Yes X Reported
Noncompliance material to financial statements noted? Yes X No
State Project
Internal control over major state project:
» Material weakness(es) identified? Yes X No
« Significant deficiency(ies) identified that is/are None

not considered to be material weaknesses? Yes X Reported
Type of auditors' report issued on compliance for major state project: Unmodified
» Any audit findings disclosed that are required to be

reported in accordance with Chapter 10.650,

Rules of the State of Florida Auditor General ? Yes X No
Identification of major state project:

CSFA Number Name of State Project
37.076 Drinking Water Facility Construction
Dollar threshold used to distinguish between type A
and type B major state projects? $352,802

Auditee qualified as low-risk auditee for federal awards? Yes X No
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DESTIN WATER USERS, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED DECEMBER 31, 2024

Il. FINANCIAL STATEMENT FINDINGS

There were no findings which were required to be reported in accordance with Government Auditing
Standards.

lll. MAJOR STATE PROJECT FINDINGS AND QUESTIONED COSTS

There were no findings which were required to be reported in accordance with Chapter 10.650, Rules
of the State of Florida Auditor General.

IV. OTHER MATTERS

There were no prior audit findings as described in Chapter 10.650, Rules of the State of Florida
Auditor General.

There were no items relating to state financial assistance required to be reported in the management
letter.
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