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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

Board of Directors and Management
Vadnais Lake Area Water Management Organization

Vadnais Heights, Minnesota

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 statement of balances arising from cash
transactions of the General Fund of Vadnais Lake Area Water Management Organization (VLAWMO),
as of and for the year ended December 31, 2024, and the related statement of cash receipts,
disbursements and changes in cash fund balance of the General Fund and the related notes to the
financial statements, which collectively comprise VLAWMO's regulatory financial statements, and have
issued our report thereon dated March 20, 2025. We expressed an adverse opinion on U.S. generally
accepted accounting principles because the financial statements are prepared on a basis of accounting
that demonstrates compliance with the regulatory basis of accounting prescribed or permitted by the
Minnesota Office of the State Auditor, which practices differ from accounting principles generally
accepted in the United States of America. However, our opinion was unmodified on the financial
statements presented under this regulatory basis.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered VLAWMO'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 opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of VLAWMO’s
internal control. Accordingly, we do not express an opinion on the effectiveness of VLAWMO'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.
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Board of Directors and Management
Vadnais Lake Area Water Management Organization

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.

We identified certain deficiencies in internal control, described in the accompanying schedule of
findings and recommendations as item 2024 — 001 that we consider to be material weaknesses.

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether VLAWMO'’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.

VLAWMO'’s Response to Findings

Government Auditing Standards requires the auditor to perform limited procedures on the VLAWMO'’s
response to the findings identified in our audit and described in the accompanying schedule of findings.
VLAWMO's response was not subjected to the other auditing procedures applied in the audit of the
financial statements and, accordingly, we express no opinion on the response.

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.
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VADNAIS LAKE WATER MANAGEMENT ORGANIZATION
SCHEDULE OF FINDINGS AND RECOMMENDATIONS
YEAR ENDED DECEMBER 31, 2024

Financial Statement Findings

2024 - 001
Type of Finding:
e Material Weakness in Internal Control over Financial Reporting

Condition: The Organization’s personnel have not monitored recent accounting developments to the
extent necessary to enable them to prepare the Organization’s financial statements and related
disclosures, to provide a high level of assurance that potential omissions or other errors that are
material would be identified and corrected on a timely basis.

Criteria or Specific Requirement: The board of directors and management share the ultimate
responsibility for the Organization’s internal control system. While it is acceptable to outsource various
accounting functions, the responsibility for internal control cannot be outsourced.

Effect: If the financial statements are not properly monitored, the financial statements on a monthly
basis may not be consistent with the annual financial statements.

Cause: The Organization engages CliftonLarsonAllen LLP (CLA) to assist in preparing its financial
statements and accompanying disclosures, including material adjustments for the conversion modified
accrual to cash basis statements in 2024. However, as independent auditors, CLA cannot be
considered part of the Organization’s internal control system. As part of its internal control over the
preparation of its financial statements, including disclosures, the Organization has implemented a
comprehensive review procedure to ensure that the financial statements, including disclosures, are
complete and accurate. Such review procedures should be performed by an individual possessing a
thorough understanding of accounting principles generally accepted in the United States of America
and knowledge of the Organization’s activities and operations.

Repeat Finding: Yes
Recommendation: The outsourcing of this service is not unusual in organizations of your size and is a
result of management’s cost benefit decision to use our accounting expertise rather than to incur

internal resource costs.

Views of Responsible Officials and Planned Corrective Actions: Agree with finding.
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