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INDEPENDENT AUDITOR’S REPORT

Board of Directors
Northwest Regional Development Commission
Warren, Minnesota

Report on the Audit of the Financial Statements
Opinions

We have audited the accompanying financial statements of the governmental activities and
general fund of the Northwest Regional Development Commission, as of and for the year ended
December 31, 2024, and the related notes to the financial statements, which collectively comprise
the Commission’s basic financial statements as listed in the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities and the general fund of the Northwest
Regional Development Commission as of December 31, 2024, and the respective changes in
financial position, thereof for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Basis for Opinions

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 for the Audit of the Financial
Statements section of our report. We are required to be independent of the Commission 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 opinions.

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 the
Commission’s ability to continue as a going concern for twelve months beyond the financial
statement date, including any currently known information that may raise substantial doubt shortly
thereafter.
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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 opinions. 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.

¢ 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 Commission’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.

e Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about the Commission’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.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis, budgetary comparison information, schedule of
commission’s contributions, and schedule of commission’s share of net pension liability as listed in
the table of contents be presented to supplement the basic financial statements. Such information
is the responsibility of management and, although not a part of the basic financial statements, is
required by the Governmental Accounting Standards Board who considers it to be an essential part
of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United
States of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the
basic financial statements. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient evidence to express an
opinion or provide any assurance.
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Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Commission’s basic financial statements. The accompanying detailed
schedule of revenues, expenditures and changes in fund balance- budget to actual and 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, are presented for purposes of additional analysis and are not a required part of the basic
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 basic
financial statements. The information has been subjected to the auditing procedures applied in the
audit of the basic financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare
the basic financial statements or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the schedule of revenues, expenditures and changes in fund balance-
budget to actual and the schedule of expenditures of federal awards are fairly stated, in all material
respects, in relation to the basic financial statements as a whole.

Other Information

Management is responsible for the other information included on page 1. The other information
comprises of the schedule of organization but does not include the basic financial statements and
our auditor’s report thereon. Our opinions on the basic financial statements do not cover the other
information, and we do not express an opinion or any form of assurance thereon.

In connection with our audit of the basic financial statements, our responsibility is to read the other
information and consider whether a material inconsistency exists between the other information
and the basic financial statements, or the other information otherwise appears to be materially
misstated. If, based on the work performed, we conclude that an uncorrected material
misstatement of the other information exists, we are required to describe it in our report.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June
26, 2025, on our consideration of the Northwest Regional Development Commission’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
the Commission’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 Northwest Regional Development Commission’s internal control over financial
reporting and compliance.

Toud, Mar's-

BRADY, MARTZ & ASSOCIATES, P.C.
GRAND FORKS, NORTH DAKOTA

June 26, 2025
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NORTHWEST REGIONAL DEVELOPMENT COMMISSION
MANAGEMENT’S DISCUSSION & ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2024

This section of the Northwest Regional Development Commission’s (Commission) annual
financial report presents the management’s discussion and analysis of the Commission’s financial
performance during the fiscal year that ended December 31, 2024. Please read it in conjunction
with the Commission’s financial statements.

Financial Highlights

e The assets and deferred outflows of resources of the Commission exceeded its liabilities
and deferred inflows of resources at the close of the most recent fiscal year by $6,612,095
(net position), of which $3,191,530 is restricted in use.

¢ The Commission’s total net position increased by $250,169. The RLF Cash increased by
$571,544 while the RLF loan receivable decreased by $509,003, for a net change of
$62,541.

e The Commission's net investment in capital assets is $12,743 as of December 31, 2024.

e As of the close of the current fiscal year, the Commission reported a combined ending
fund balance of $8,105,449, an increase of $164,548 in comparison with the prior year.
Approximately 7.21% of this amount, $584,610, is available for spending at the
Commission's discretion (unassigned fund balance).

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the Commission’s basic
financial statements. The financial statements consist of three parts: 1) government-wide financial
statements, 2) fund financial statements, and 3) notes to the financial statements.

Government-wide financial statements. The government-wide financial statements are designed
to provide readers with a broad overview of the Commission’s finances, in a manner similar to
private-sector business.

The statement of net position presents information on all of the Commission’s assets and deferred
outflows of resources and liabilities and deferred inflows of resources, with the difference between
them reported as net position. Over time, increases or decreases in net position serve as a useful
indicator of whether the financial position of the Commission is improving or deteriorating.

The statement of activities presents information showing how the government’s net position
changed during the most recent fiscal year. The Commission has no component units.

Fund Financial Statements. A fund is a grouping of related accounts that is used to maintain
control over resources that have been segregated for specific activities or objectives. The
Commission, like other similar governmental entities, uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements. All of the activity of the
Commission is reported in the general fund, which is a governmental fund.



NORTHWEST REGIONAL DEVELOPMENT COMMISSION
MANAGEMENT DISCUSSION AND ANALYSIS — CONTINUED
FOR THE YEAR ENDED DECEMBER 31, 2024

Governmental Fund. The governmental fund is used to account for the same functions reported
as governmental activities in the government-wide financial statements. However, unlike the
government-wide financial statements, governmental fund financial statements focus on near-
term inflows and outflows of spendable resources, as well as on balances of spendable resources
available at the end of the fiscal year.

The Commission adopts an annual budget for its fund. Budgetary comparison statements have
been provided for its fund to demonstrate compliance with this budget.

Notes to the Financial Statements. The notes provide additional information to better understand
the data provided.

Government-wide Financial Analysis

As noted earlier, net position may serve over time as a useful indicator of a government's financial
position. In the case of the Commission, assets and deferred outflows of resources exceeded
liabilities and deferred inflows of resources by $6,612,095 at December 31, 2024, as compared
with assets exceeding liabilities by $6,361,926 at December 31, 2023. Approximately less than
one percent of the Commission’s net position reflect its investments in capital assets (computers,
copiers, furniture, and equipment). The Commission uses these capital assets to operate and to
provide services, consequently, these assets are not available for future spending.

The following table reflects the condensed Statement of Net Position compared to the prior year.

Governmental
Activities
2024 2023
Assets
Current $ 6,289,044 $ 5,510,045
Capital, net 12,743 2,617
Restricted 3,191,530 3,147,189
Total Assets 9,493,317 8,659,851
Deferred Outflows of Resources 143,707 335,751
Liabilities
Current 1,375,125 716,333
Noncurrent 988,742 1,408,972
Total Liabilities 2,363,867 2,125,305
Deferred Inflows of Resources 661,062 508,371
Net Position
Net Investment in Capital Assets 12,743 2,617
Restricted 3,191,530 3,147,189
Unrestricted (deficit) 3,407,822 3,212,120
Total Net Position $ 6,612,095 $ 6,361,926




NORTHWEST REGIONAL DEVELOPMENT COMMISSION
MANAGEMENT DISCUSSION AND ANALYSIS — CONTINUED
FOR THE YEAR ENDED DECEMBER 31, 2024

Governmental Activities. Governmental activities increased the Commission's net position by
$250,169. Key elements of this increase are as follows:

Governmental
Activities
2024 2023

Revenues
Charges for Services $ 6,519 $ 5,856
Programs & Loan Interest 188,416 137,556
Operating Grants 8,179,953 6,860,316
Taxes 324,241 314,138
Intergovernmental 10,149 10,949
Investment Earnings 34,452 20,299
Other Revenues 3,385 -
Total Revenues 8,747,115 7,349,114

Expenses
General Government 15,350 136,512
Public Transportation 258,743 255,761
Health & Human Services 7,613,052 6,409,127
Conservation of Natural Resources 100,807 108,389
Economic Development 508,994 428,336
Total Expenses 8,496,946 7,338,125
Change in Net Position 250,169 10,989
Net Position - January 1 6,361,926 6,350,937
Net Position - December 31 $ 6,612,095 $ 6,361,926

Financial Analysis of the Government’s Funds

As noted earlier, the Commission uses fund accounting to ensure and demonstrate compliance
with financial related legal requirements.

Government Fund. As of the end of the current fiscal year, the Commission's governmental fund
reported an ending fund balance of $8,105,449, an increase of $164,548 in comparison with the
prior year. The Commission's fund balance has been classified in accordance with external and
internal imposed restrictions or commitments. At December 31, 2024, the Commission's fund
balance included $3,191,530 restricted, $4,292,298 committed, $37,011 assigned and $584,610
unassigned. Unassigned fund balance is available for spending at the Commission's discretion.



NORTHWEST REGIONAL DEVELOPMENT COMMISSION
MANAGEMENT DISCUSSION AND ANALYSIS — CONTINUED
FOR THE YEAR ENDED DECEMBER 31, 2024

The Commission’s general fund, fund balance increased by $164,548 during the fiscal year. The
key factors of this increase are as follows:

e The RLF Cash increased by $571,544 while the RLF loan receivable decreased by
$509,003, for a net change of $62,541.

e The Unassigned Fund Balance increased by $41,566 as a result of funds being committed
to future operations during the 2024 fiscal year.

The general fund is the only operating fund of the Commission.
Budgetary Highlights
The following is a review of significant differences between budget and actual.

e The major variation in the budget occurred in the revolving loan fund program. When
budgeting, loans made are part of the expenditure budget, but in reporting for audit
purposes these loans are not included as an expenditure. New loans made in 2024 were
$150,000.

e The actual expenditures for general government were under budget by $625,233.

e The actual revenue received was $460,685 under budget.

e The actual revenue over expenditures came above budget by $164,548.

Capital Asset Administration

Capital Assets. The Commission’s investment in capital assets for its activities as of December
31, 2024 and 2023 was $12,743 and $2,617 (net of accumulated depreciation), respectively. This
investment in capital assets included: equipment, furniture and fixtures.

Additional information on the Commission’s capital assets can be found in the note 5.
Economic Factors and Next Year’s Budget

Pursuant to the Regional Development Act of Minnesota, M.S. 462.396 Subdivision 2, the
Commission’s budget includes an ad valorem tax levy. This levy is stable and set by the
Commission at its June meeting.

The remaining financial forecasts are based on federal, state and local grantor agencies

continuing to provide funding. At this time, the only known funding cuts for 2025 is the ending of
the ARPA funds in Aging Programs.



NORTHWEST REGIONAL DEVELOPMENT COMMISSION
MANAGEMENT DISCUSSION AND ANALYSIS — CONTINUED
FOR THE YEAR ENDED DECEMBER 31, 2024

Requests for Information

This financial report is designed to provide a general overview of the Commission’s finances for
all those with an interest in the government’s finances. Questions concerning any of the
information provided in this report, or requests for additional information should be addressed to
the Financial Officer, Northwest Regional Development Commission, 109 South Minnesota
Street, Warren, MN 56762.



NORTHWEST REGIONAL DEVELOPMENT COMMISSION

STATEMENT OF NET POSITION
DECEMBER 31, 2024

ASSETS

Cash and investments

Taxes receivable (net)

Accounts receivable

Loans receivable

Due from other governments

Restricted assets
Cash and cash equivalents
Loans receivable

Capital assets, net of depreciation

Total Assets

DEFERRED OUTFLOWS OF RESOURCES
Cost sharing defined benefit pension plan

LIABILITIES
Accounts payable
Unearned income
Long-term liabilities
Compensated absences
Net pension liability

Total Liabilities

DEFERRED INFLOWS OF RESOURCES
Cost sharing defined benefit pension plan

NET POSITION
Net investment in capital assets
Restricted for
Revolving loan pool
Unrestricted (deficit)

Total Net Position

See Notes to the Financial Statements
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Governmental
Activities

$ 2,809,498

20,778
9,082
1,676,687
1,772,999

810,342
2,381,188
12,743

9,493,317

143,707

1,108,104
267,021

202,765
785,977

2,363,867

661,062

12,743

3,191,530
3,407,822

$ 6,612,095




NORTHWEST REGIONAL DEVELOPMENT COMMISSION
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2024

Program Revenues Net (Expenses)
Operating Revenue and
Expenses Charges for Programand  Grants and Changes in
Direct Indirect Total Services  Loan Interest Contributions Net Position
GOVERNMENTAL ACTIVITIES
General Government $ 8413 $ 6,937 $ 15,350 $ -3 -9 -3 (15,350)
Public Transportation 230,589 28,154 258,743 - - 210,213 (48,530)
Health & Human Services 7,371,733 241,319 7,613,052 6,519 - 7,552,456 (54,077)
Conservation of
Natural Resources 93,520 7,287 100,807 - - 100,452 (355)
Economic Development 458,448 50,546 508,994 - 188,416 316,832 (3,746)
Total Governmental Activities $ 8,162,703 $ 334243 § 8496946 $ 6,519 § 188416 $ 8,179,953 (122,058)
General Revenues
Taxes 324,241
State Aid 10,149
Unrestricted Investment Earnings 34,452
Other Revenues 3,385
Total General Revenues 372,227
Change in Net Position 250,169
Net Position, January 1 6,361,926
Net Position, December 31 $ 6,612,095

See Notes to the Financial Statements
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NORTHWEST REGIONAL DEVELOPMENT COMMISSION
BALANCE SHEET — GOVERNMENTAL FUND
DECEMBER 31, 2024

General
ASSETS
Cash and investments $ 2,809,498
Taxes receivable (net) 20,778
Accounts receivable 9,082
Loans receivable 1,676,687
Due from other governments 1,772,999
Restricted assets
Restricted cash and cash equivalents 810,342
Loans receivable 2,381,188
Total Assets $ 9,480,574
LIABILITIES
Accounts payable $ 1,108,104
Unearned income 267,021
Total Liabilities 1,375,125
FUND BALANCE
Restricted 3,191,530
Committed 4,292,298
Assigned 37,011
Unassigned 584,610
Total Fund Balance 8,105,449
Total Liabilities and Fund Balance $ 9,480,574

See Notes to the Financial Statements
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NORTHWEST REGIONAL DEVELOPMENT COMMISSION
RECONCILIATION OF THE BALANCE SHEET TO THE STATEMENT OF NET POSITON —
GOVERNMENTAL FUND
DECEMBER 31, 2024

Reconciliation of the balance sheet fund balance to statement of net position:
Total fund balance - governmental fund $ 8,105,449

Amounts reported for governmental activities in the Statement of
Net Position are different because:

Capital assets used in governmental activities are not current financial
resources and therefore are not reported in the balance sheet 12,743

Deferred outflows of resources relating to the cost sharing defined benefit
plans in governmental activities are not financial resources and,
therefore, are not reported in the governmental funds 143,707

Deferred inflows of resources relating to the cost sharing defined benefit
plans in governmental activities are not financial resources and,
therefore, are not reported in the governmental funds (661,062)

Long-term liabilities are not due and payable in the current period and,
therefore, are not reported in the governmental funds

Compensated Absences (202,765)
Net Pension Liability (785,977)
Net Position $ 6,612,095

See Notes to the Financial Statements
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NORTHWEST REGIONAL DEVELOPMENT COMMISSION
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE -
GOVERNMENTAL FUND
FOR THE YEAR ENDED DECEMBER 31, 2024

General
REVENUES
Taxes and state aid $ 334,390
Intergovernmental 8,322,726
Interest 34,452
Miscellaneous 55,547
Total Revenue 8,747,115
EXPENDITURES
Current
General government
Operating 90,845
Public transportation 257,660
Health and human services
Operating 7,612,665
Conservation of natural resources 100,807
Economic development 508,994
Capital Outlay
Health and human services 11,596
Total Expenditures 8,582,567
Net Change in Fund Balance 164,548
Fund Balance, January 1 7,940,901
Fund Balance, December 31 $ 8,105,449

See Notes to the Financial Statements
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NORTHWEST REGIONAL DEVELOPMENT COMMISSION
RECONCILIATION OF STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE TO STATEMENT OF ACTIVITIES — GOVERNMENTAL FUND
FOR THE YEAR ENDED DECEMBER 31, 2024

Total net change in fund balances $ 164,548

Amounts reported for governmental activities in the statement of activities are different
due to:

Governmental funds report capital assets as expenditures. However, in the statement
of activities, the cost of those assets is allocated over their estimated useful lives as
depreciation expense or allocated to the appropriate functional expense when the cost
is below the capitalization threshold. This activity is reconciled as follows:

Cost of assets capitalized 11,596
Depreciation expense (1,470)
Change in deferred outflows and inflows of resources related to net pension liability (344,735)

Changes in compensated absences recorded as an expense on the statement of
activities, but in the fund financial statement recorded when expended (57,560)

Changes in cost sharing defined benefit plans related net pension liability, deferred
outflows and deferred inflows in resources are treated as expenses in the statement of
activities, however in governmental funds only actual resources received or

expended are recorded.
Pension benefit obligation 477,790

Change in Net Position $ 250,169

See Notes to the Financial Statements
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NORTHWEST REGIONAL DEVELOPMENT COMMISSION
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2024

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Northwest Regional Development Commission is the planning agency for Region |,
encompassing Kittson, Marshall, Norman, Pennington, Polk, Red Lake and Roseau Counties of
Minnesota. The Commission is also administering Region Il and Region IV Aging programs.

The Commission was established pursuant to Minnesota Statutes 462.381 - 462.396. The
purpose of the Commission is to facilitate intergovernmental cooperation and ensure orderly and
harmonious coordination of state, federal and local comprehensive planning and development
programs for the solution of economic, social, physical and governmental problems of the state
and its citizens.

The financial statements of the Northwest Regional Development Commission are prepared in
accordance with accounting principles generally accepted in the United States of America
(GAAP). The Commission's reporting entity applies all relevant Governmental Accounting
Standards Board (GASB) pronouncements.

The Reporting Entity

The financial statements of the Commission include all entities, funds and account groups based
on the appointing of a majority of an entity’s voting governing board; ability to impose its will on
that entity; and the potential for the entity to provide specific financial benefits or impose specific
financial burdens to the Commission. The Commission has determined that no entity, fund or
account group meets the above criteria and therefore not included in the financial statements of
the Commission.

Financial Statement Presentation, Basis of Accounting and Measurement Focus

Basic financial statements are presented at both the government-wide and fund financial level.
Taxes and intergovernmental revenues primarily support all activities of the Commission.
Therefore, both levels of statements categorize the Commission’s activities as governmental, all
of which operate out of the general fund which is the only fund of the Commission.

Government-wide financial statements report information about the reporting government as a
whole. For the most part, the effect of inter-program activity has been removed from these
statements. These statements focus on the sustainability of the Commission as an entity and the
change in aggregate financial position resulting from the activities of the year. These aggregated
statements consist of the statement of net position and the statement of activities.

The statement of activities demonstrates the degree to which the direct expenses of a given
function are offset by program revenues. Program expenses include direct expenses that are
clearly identifiable with a specific function and an indirect allocation of administrative costs based
on an approved allocation plan. Program revenues include 1) charges to customers which include
fees charged for registrations, applications and closing costs; 2) interest received on loan
repayments and 3) grants and contributions that are restricted to meeting the operational or
capital requirements of a particular function or governmental type activity. Taxes and other items
not included among program revenues are reported instead as general revenues.
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NORTHWEST REGIONAL DEVELOPMENT COMMISSION
NOTES TO THE FINANCIAL STATEMENTS — CONTINUED
DECEMBER 31, 2024

Fund financial statements report information at the individual fund level and have been provided
on the modified accrual basis of accounting. Currently, the Commission operates a single major
governmental fund, its general fund.

The governmental fund financial statements are prepared on a current financial resources
management focus using the modified accrual basis of accounting. To conform to the modified
accrual basis of accounting, certain modifications must be made to the accrual method. These
modifications are outlined below:

Revenue is recorded when it becomes both measurable and available (received within 60 days
after year-end). Revenue considered susceptible to accrual includes; property taxes, charges for
services, grants and interest.

Expenditures are recorded when the related fund liability is incurred.

Disbursements for the purchase of capital assets providing future benefits are considered
expenditures in that year.

When both restricted and unrestricted resources are available for use, it is the Commission's
policy to use restricted resources first, then unrestricted resources as they are needed.

Budgetary Data

The Commission adopts an annual budget, which is prepared on the same basis of accounting
as the financial statements. Budgets for grants are adopted and approved by the granter agency,
and are subject to revision at any time during the year. Reported budgeted amounts are as
originally adopted or as amended by Commission approval.

The balances of unspent appropriations become a part of the unappropriated balance at year-
end.

Restricted Assets

The Commission has restricted use assets as part of the CARES ACT revolving loan program
agreement with U.S. Department of Commerce. Assets in which use is restricted include related
cash and loan receivables.

Accounts Receivable

Receivables are carried at original invoice amount less an estimate made for doubtful receivables
based on a review of all outstanding amounts on a monthly basis. Management determines the
allowance for doubtful accounts by regularly evaluating individual customer receivables and
considering a customer's financial condition, credit history, and repayment ability based on the
evaluation. Receivables are written off when deemed uncollectible. Recoveries of receivables
previously written off are recorded when received. At December 31, 2024, management has
determined that an allowance is not necessary as all outstanding balances are deemed
collectible.
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A receivable is considered to be past due if any portion of the receivable balance is
outstanding for more than 30 days. Interest is charged on receivables that are outstanding for
more than 30 days and are recognized as it is charged.

Due from Other Governments

Due from other governments consists of grant receivables due from Federal and State grantors
for program costs incurred.

Property Taxes

Property tax levies are set by the Commission in June each year and are certified to the County
for collection the following year.

In Minnesota, counties act as collection agents for all property taxes. The County spreads
the levy over taxable property. Such taxes become a lien on January 1 and are recorded
as a receivable by the Commission at that date. Taxes are due and payable at the County on
May 15 and October 15 and collections are typically remitted to the Commission in July and
December.

Property taxes are recorded initially at the beginning of the year at the certified levy amount and
reduced by collections received during the year. Management evaluates the collectability of
delinquent taxes and establishes an allowance of uncollectible taxes based on amounts that will
not be collected within 60 days from year end. For the year ended December 31,
2024, management has determined that no allowance was necessary.

Cash and Cash Equivalents

The Commission’s cash and cash equivalents are considered to be cash on hand,
demand deposits and certificates of deposits with original maturities of less than 3 months.

Investments

Investments consist of certificates of deposits with original maturities over 3 months, stated at
cost.

Capital Assets

Property and equipment are reported in the government-wide financial statements.
The Commission defines capital assets as assets with an estimated useful life in excess of two
years and a cost of $5,000 or more. Capital assets are recorded at cost. Donated assets are
recorded at acquisition value as of the date of the donation.

The costs of normal maintenance and repairs that do not add to the value or capacity of the asset
or materially extend asset lives are not capitalized.

Depreciation on capital assets is recorded as an allocated expense in the Statement of Activities

with accumulated depreciation reflected in the Statement of Net Position. Depreciation on
the capital assets is provided on the straight-line basis over 3 to 10 years.
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Compensated Absences

Employees earn vacation in varying amounts based on their length of employment. Vacation may
be accumulated to a maximum of 24 working days, and is payable upon termination. Employees
earn 12 sick days per year, which accumulate from year to year.

Sick leave may be accumulated to a maximum of 100 working days, but are payable only when
used or, possibly as severance pay upon termination. Severance pay is calculated at 25% of
accumulated sick leave.

Salaried employees may earn compensatory time, which may be accumulated to a maximum of
60 hours and is payable upon termination.

All vacation, severance pay and compensatory time is accrued when incurred in the government-
wide financial statements.

The Commission accounts for compensated absences using a days-used approach. This
approach consists of gathering the historical usage of compensated absences used to determine
both a liability related to leave to be used as time off and leave to be settled in cash upon
termination of employment. Salary-related employer payments are included in the calculation of
the compensated absence liability.

Pensions

For purposes of measuring the net pension liability, deferred outflows/inflows of resources, and
pension expense, information about the fiduciary net position of the Public Employees Retirement
Association (PERA) and additions to/deductions from PERA’s fiduciary net position have been
determined on the same basis as they are reported by PERA, except that PERA's fiscal year end
is June 30. For this purpose, plan contributions are recognized as of employer payroll paid dates
and benefit payments and refunds are recognized when due and payable in accordance with the
benefit terms. Investments are reported at fair value.

Deferred Outflows/Inflows of Resources

In addition to assets, the statement of net position will sometimes report a separate section for
deferred outflows of resources. This separate financial statement element, deferred outflows of
resources, represents a consumption of net position that applies to a future period(s) and so will
not be recognized as an outflow of resource (expense/expenditure) until then. The Commission
has one item reported on the statement of net position as Cost Sharing Defined Benefit Pension
Plan, which represents actuarial differences within the PERA pension plan as well as amounts
paid to the plan after the measurement date.

In addition to liabilities, the statement of financial position reports a separate section of deferred
inflows of resources. This separate financial statement element, deferred inflows of resources,
represents an acquisition of net position that applies to a future period and so will not be
recognized as an inflow of resources (revenue) until that time. The Commission has one item
reported on the statement of net position as Cost Sharing Defined Benefit Pension Plan, which
represents actuarial differences within the PERA pension plan.
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Net Position

Net position represents the difference between (a) assets and deferred outflows of resources and
(b) liabilities and deferred inflows of resources in the Commission’s financial statements. Net
investment in capital assets consists of capital assets, net of accumulated depreciation, reduced
by the outstanding balances of any long-term debt attributable to the acquisition, construction, or
improvement of those assets.

Restricted net position consists of restricted assets reduced by liabilities and deferred inflows of
resources related to those assets. Unrestricted net position is the net amount of assets, deferred
outflows of resources, liabilities, and deferred inflows of resources that are not included in the
determination of net investment in capital assets or the restricted component of net position.

Fund Balance

In the fund financial statements, governmental funds report aggregate amounts for five
classifications of fund balances based on the constraints imposed on the use of these resources.
The non-spendable fund balance classification includes amounts that cannot be spent because
they are either (a) not in spendable form — prepaid items or inventories; or (b) legally or
contractually required to be maintained intact.

The spendable portion of the fund balance comprises the remaining four classifications: restricted,
committed, assigned, and unassigned.

Restricted — consists of amounts related to externally imposed constraints established by
creditors, grantors or contributors; or constraints imposed by law through constitutional
provisions or enabling legislation.

Committed — consists of internally imposed constraints. These constraints are established
by formal action of the Commissioners.

Assigned — consists of internally imposed constraints. These constraints reflect the
specific purpose for which it is the Commission’s intended use. These constraints are
established by the board of directors. The Director is authorized to establish assignments
of fund balance.

Unassigned — is the residual classification for the general fund and also reflects negative
residual amounts in other funds.

The first priority is to utilize the restricted before unrestricted fund balance when both are
available. Committed funds will be considered spent first when an expenditure is incurred for
purposes for which amounts in any of those unrestricted fund balance classifications could be
used like assigned or unassigned.

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 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 expenses during the reporting period. Actual results could differ from those estimates.
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NOTE 2 CHANGE IN ACCOUNTING PRINCIPLES

The Commission implemented GASB Statement No. 101, Compensated Absences, in the fiscal
year ended December 31, 2024. GASB Statement No. 101 establishes uniform accounting and
financial reporting requirements for compensated absences.

NOTE 3 CASH AND INVESTMENTS

Minnesota Statutes require that all deposits with financial institutions be collateralized in an amount
equal to 110% of deposits in excess of FDIC (140% if collateralized with notes secured by first
mortgages).

At December 31, 2024, the carrying amount of the Commission’s deposits was $3,619,840 and the
bank balance was $3,840,365. The bank balance was covered by Federal Deposit Insurance
Coverage (FDIC), collateral held in safekeeping in the Commission’s name and a standby letter of
credit from a Federal Home Loan Bank.

Interest Rate Risk

The Commission does not have a formal investment policy that limits investment maturities as a
means of managing its exposure to fair value losses arising from increasing interest rates.

Credit Risk

The Commission is authorized by Minnesota Statutes to invest in the following: direct obligations or
obligations guaranteed by the federal government or its agencies; share of investment companies
registered under the Federal Investment Company Act of 1940 and is rated in one of the two highest
rating categories by a statistical rating agency, and all of the investments have a final maturity of
thirteen months or less; general obligations rated “A” or better; revenue obligations rated “AA” or
better, general obligations of Minnesota Housing Finance Agency rated “A” or better; commercial
paper issued by United States’ corporations or their Canadian subsidiaries, of the highest quality
category by at least two nationally recognized rating agencies, and maturing in 270 days or less;
Guaranteed Investment Contracts guaranteed by a United States commercial bank or insurance
company, domestic branch of a foreign bank and with a credit quality in one of the top two highest
categories; repurchase or reverse repurchase agreements and securities lending agreements with
financial institutions qualified as a “depository” by the government entity, with banks that are
members of the Federal Reserve System with capitalization exceeding $10,000,000, a primary
reporting dealer in U.S. government securities to the Federal Reserve Bank of New York, or certain
Minnesota securities broker-dealers. The Commission has no investment policy that would further
limit its investment choices.

Custodial Credit Risk

The Commission has no investment policy that would limit the amount invested in any single
financial institution.

NOTE 4 LOAN RECEIVABLE

The Commission provides below market interest rate loans to new businesses or businesses
wishing to expand in the region. The Northwest Regional Development Commission monitors
repayment of these loans, which have been funded through the Economic Development
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Administration and with local match provided by counties and cities within the Region and the
Northwest Minnesota Initiative Fund. The loans below bear varied interest rates between 0-5%
per year and have been determined to be fully collectible.

Loans Receivable Balance
Kittson County
Farm Town Floral & Boutique $ 20,161
Last Change Trading Post LLC 33,642
Marshall County
Borderline Tire Industries | 12,592
Borderline Tire Industries I 8,331
Spark Fitness 28,308
Grygla Coop Store - LLC 27,203
J & N Concrete Construction I 13,815
Norman County
Hugh's Gardens LLC 108,603
Valley Hardware & Supplies IV 8,842
Pennington County
AP.LLC 70,761
CCM Enterprise LLC 25,565
E & C Derosier LLC 75,178
F4 LLC 325,845
Game 7 LLC 53,112
Erl's Inc 102,370
Peralta Inc. 69,583
TRF Hardware LLC 27,364
TRF Hardware LLC i 27,363
TRF Hardware LLC I 18,851
Polk County
2Anne's Lakeside RV Park 58,062
Mill Street Café LLC 21,628
Northern Woolen Mills LLC 18,292
Peralta Enterprise Inc. 82,757
RS Grain, LLC 10,741
The Clubhouse Childcare Center LLC 43,724
Aaron's Grovery 185,212
Red Lake County
Gavin Ward Photography LLC 25,466
Homark 19,283
Homark IV 42,975
Roseau County
Broten's Meat Processing, Inc 58,071
KC's Country Market 17,638
KC's Il Country Market 35,349
Total Loans Receivable $ 1,676,687
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The loans below bear 0% interest for the first 2 years and 2% interest thereafter. These loans
have been determined to be fully collectible.

Restricted Loans Receivable Balance
Marshall County
Errico Tool & Mfg Co $ 71,085
Maurstad Holding 72,515
Newfolden Express Inc 37,955
Sven's Under Car Shop LLC 54,672
Norman County
Valley Hardware & Supply Inc 108,304
Pennington County
CB Knutson & Collision 59,225
Five Star Flooring and Tile, Inc 65,642
Sara Jane Boutique LLC 43,462
ShowTime 91,736
TRF Hardware LLC IV 31,770
The Line on 59 46,853
Southtown Lanes Inc 136,991
Rivers & Rails Brewing Co., LLC 59,366
North Born Physical Therapy PC 38,253
Polk County
Dean Ultra Thin Retainer, LLC 123,912
L&C Stahlecker & Sons LLC 145,142
Minnesota Dehydrated Vegetables, Inc 194,949
MJ Café LLC 37,483
Morning Glory Florist LLC 60,509
W.OK, LLC 67,811
Northstar Lime LLC 281,663
Red Lake County
E & J Grocery & Wine & Spirits 70,219
Paradise Falls Motel & Liquor, LLC 103,956
Kittson County
DBA Sew Tori 30,031
Roseau County
Lake of Woods Brewing Company 37,461
WHD, LLC 310,223
Total Restricted Loans Receivable $ 2,381,188
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NOTE 5 CAPITAL ASSETS

The following is a summary of changes in capital assets during the period:

Beginning Ending

Balance Additions Deletions Balance
Office furnishings and equipment $ 16,597 $ 11,596 $ 8,783 $ 19,410
Less accumulated depreciation 13,980 1,470 8,783 6,667
Net Capital Assets $ 2617 $§ 10126 $ - $§ 12,743

Depreciation expense of $1,470 for the year ended December 31, 2024 is included in the
government-wide statement of activities, general government function.

NOTE 6 COMPENSATED ABSENCES

Compensated absences at December 31, 2024 are summarized as follows:

Vacation earned $ 111,524
Severance pay vested 91,241
Total $ 202,765

NOTE 7 UNEARNED INCOME

Unearned income includes local, state and federal grants received but not yet earned as of
December 31, 2024.

Grants

Clay County $ 7,814
Douglas County 19,853
Otter Tail County 25,919
Field Print 154
McKnight Foundation - Energy 178,068
Becker County Aging Admin 7,806
LDS AAA Final Payout 27,407

Total Grants $ 267,021
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NOTE 8 LONG-TERM LIABILITIES

The following is a summary of the long-term liabilities transactions for the year:

Balance Balance Due
Beginning at End Within
of the Year  Additions Reductions of Year One Year
Compensated Absences * $ 145205 $§ 57,560 $ - $ 202,765 §$ -

* The change in compensated absences is shown as a net change.

NOTE 9 DEFINED BENEFIT PENSION PLANS
PUBLIC EMPLOYEES RETIREMENT ASSOCIATION - STATE-WIDE PLAN

Plan Description — The Commission participates in the following cost-sharing multiple-employer
defined benefit pension plans administered by the Public Employees Retirement Association of
Minnesota (PERA). These plan provisions are established and administered according to
Minnesota Statutes chapters 353, 353D, 353E, 353G, and 356. Minnesota Statutes chapter 356
defines each plan’s financial reporting requirements. PERA’s defined benefit pension plans are
tax qualified plans under Section 401 (a) of the Internal Revenue Code.

General Employees Retirement Plan (General Employees Plan (accounted for in the
General Employees Fund))

Membership in the General Plan includes employees of counties, cities, townships, schools in
non-certified positions, and other governmental entities whose revenues are derived from
taxation, fees, or assessments. Plan membership is required for any employee who is expected
to earn more than $425 in a month, unless the employee meets exclusion criteria.

Benefits Provided — PERA provides retirement, disability, and death benefits. Bengfit provisions
are established by state statute and can only be modified by the state Legislature. Vested,
terminated employees who are entitled to benefits, but are not receiving them yet, are bound by
the provisions in effect at the time they last terminated their public service. When a member is
“vested,” they have earned enough service credit to receive a lifetime monthly benefit after leaving
public service and reaching an eligible retirement age. Members who retire at or over their Social
Security full retirement age with at least one year of service qualify for a retirement benefit.

General Employees Plan Benefits

General Employees Plan requires three years of service to vest. Benefits are based on a
member’s highest average salary for any five successive years of allowable service, age, and
years of credit at termination of service. Two methods are used to compute benefits for General
Plan members. Members hired prior to July 1, 1989, receive the higher of the Step or Level
formulas. Only the Level formula is used for members hired after June 30, 1989. Under the Step
formula, General Plan members receive 1.2 percent of the highest average salary for each of the
first 10 years of service and 1.7 percent for each additional year. Under the Level formula, General
Plan members receive 1.7 percent of highest average salary for all years of service. For members
hired prior to July 1, 1989 a full retirement benefit is available when age plus years of service
equal 90 and normal retirement age is 65. Members can receive a reduced requirement benefit
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as early as age 55 if they have three or more years of service. Early retirement benefits are
reduced by .25 percent for each month under age 65. Members with 30 or more years of service
can retire at any age with a reduction of .25 percent for each month the member is younger than
age 62. The Level formula allows General Plan members to receive a full retirement benefit at
age 65 if they were first hired before July 1, 1989 or at age 66 if they were hired on or after July
1, 1989. Early retirement begins at age 55 with an actuarial reduction applied to the benefit.

Benefit increases are provided to benefit recipients each January. The postretirement increase is
equal to 50 percent of the cost-of-living adjustment (COLA) announced by the SSA, with a
minimum increase of at least 1% and a maximum of 1.5%. The 2024 annual increase was 1.5
percent. Recipients that have been receiving the annuity or benefit for at least a full year as of
June 30 before the effective date of the increase will receive the full increase. Recipients receiving
the annuity or benefit for at least one month but less than a full year as of June 30 before the
effective date of the increase will receive a reduced prorated increase.

Contributions — Minnesota Statutes Chapter 353, 353E, 353G, and 356 sets the rates for
employer and employee contributions. Contribution rates can only be modified by the state
Legislature.

General Employees Fund Contributions

Coordinated Plan members were required to contribute 6.50% of their annual covered salary in
fiscal year 2024 and the Commission was required to contribute 7.50% for Coordinated Plan
members. The Commission’s contributions to the General Employees Fund for the year ended
December 31, 2024, were $130,255. The Commission’s contributions were equal to the required
contributions as set by state statute.

Pension Costs — At December 31, 2024, the Commission reported a liability of $785,977 for its
proportionate share of the General Employees Fund’s net pension liability. The Commission’s net
pension liability reflected a reduction due to the State of Minnesota’s contribution of $16 million.
The State of Minnesota is considered a non-employer contributing entity and the state’s
contribution meets the definition of a special funding situation. The State of Minnesota’s
proportionate share of the net pension liability associated with the Commission totaled $20,324.

Commission's proportionate share of net pension liability $ 785,977
State of Minnesota's proportionate share of the net pension

liability associated with the Commission 20,324
Total $ 806,301

The net pension liability was measured as of June 30, 2024, and the total pension liability used
to calculate the net pension liability was determined by an actuarial valuation as of that date. The
Commission’s proportionate share of the net pension liability was based on the Commission’s
contributions received by PERA during the measurement period for employer payroll paid dates
from July 1, 2023, through June 30, 2024, relative to the total employer contributions received
from all of PERA’s participating employers. The Commission’s proportionate share was 0.0213%
at the end of the measurement period and 0.0226% for the beginning of the period.

For the year ended December 31, 2024, the Commission recognized pension expense of $24,639
for its proportionate share of the General Employees Plan’s pension expense. In addition, the
Commission recognized an additional $(390) as pension expense (and grant revenue) for its
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proportionate share of the State of Minnesota’s contribution of $16 million to the General
Employees Fund.

During the plan year ended June 30, 2024, the State of Minnesota contributed $170.1 million to
the General Employees Fund. The State of Minnesota is not included as a non-employer
contributing entity in the General Employees Plan pension allocation schedules for the $170.1
million in direct state aid because this contribution was not considered to meet the definition of a
special funding situation. The Commission recognized $36,162 for the year ended December 31,
2024 as revenue and an offsetting reduction of net pension liability for its proportionate share of
the State of Minnesota’s on-behalf contributions to the General Employees Fund.

At December 31, 2024, the Commission reported its proportionate share of the General

Employees Plan’s deferred outflows of resources and deferred inflows of resources related to
pensions from the following sources:

Deferred Outflows Deferred Inflows

of Resources of Resources
Differences between expected and actual
economic experience $ 76,023 $ -
Changes in actuarial assumptions 4,474 311,320
Difference between projected and actual
investment earnings - 219,574
Changes in proportion - 130,168
Contributions paid to PERA subsequent to
the measurement date 63,210 -
Total $ 143,707 $ 661,062

The $63,210 reported as deferred outflows of resources related to pensions resulting from
Commission contributions subsequent to the measurement date will be recognized as a reduction
of the net pension liability in the year ending December 31, 2025. Other amounts reported as
deferred outflows and deferred inflows of resources related to pensions will be recognized in
pension expense as follows:

Year Ending December 31 Pension Expense Amount

2025 $ (321,645)
2026 (79,023)
2027 (118,477)
2028 (61,420)

Long-Term Expected Return on Investment — The State Board of Investment, which manages
the investments of PERA, prepares an analysis of the reasonableness on a regular basis of the
long-term expected rate of return using a building-block method in which best-estimate ranges of
expected future rates of return are developed for each major asset class. These ranges are
combined to produce an expected long-term rate of return by weighting the expected future rates
of return by the target asset allocation percentages. The target allocation and best estimates of
geometric real rates of return for each major asset class are summarized in the following table:
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Long-Term Expected

Asset Class Target Allocation Real Rate of Return
Domestic Equity 33.5% 5.10%
Private Markets 25.0% 5.90%
Fixed Income 25.0% 0.75%
International Equity 16.5% 5.30%

Actuarial Methods and Assumptions — The total pension liability for each of the cost-sharing
defined benefit plans was determined by an actuarial valuation as of June 30, 2024, using the
entry age normal actuarial cost method. The long-term rate of return on pension plan investments
used to determine the total liability is 7%. The 7% assumption is based on a review of inflation
and investment return assumptions from a number of national investment consulting firms. The
review provided a range of investment return rates considered reasonable by the actuary. An
investment return of 7% is within that range.

o Inflation is assumed to be 2.25 percent for the General Employees Plan.
o Benefit increases after retirement are assumed to be 1.25 percent for the General
Employees Plan.

Salary growth assumptions in the General Employees Plan range in annual increments from
10.25 percent after one year of service to 3.0 percent after 29 years of service and 6.0 percent
per year thereafter.

Mortality rates for the General Employees Plan are based on the Pub-2010 General Employee
Mortality Table.

Actuarial assumptions for the General Employees Plan are reviewed every four years. The
General Employees Plan was last reviewed in 2022. The assumption changes were adopted by
the board and became effective with the July 1, 2023 actuarial valuation.

The following changes in actuarial assumptions occurred in 2024
General Employees Fund

Changes in Actuarial Assumptions:

e Rates of merit and seniority were adjusted, resulting in slightly higher rates.

e Assumed rates of retirement were adjusted as follows: increase the rate of assumed
unreduced retirements, slight adjustments to Rule of 90 retirement rates, and slight
adjustments to early retirement rates for Tier 1 and Tier 2 members.

Minor increase in assumed withdrawals for males and females.

Lower rates of disability.

Continued use of Pub-2010 general mortality table with slight rate adjustments as
recommended in the most recent experience study.

Minor changes to form of payment assumptions for male and female retirees.

Minor changes to assumptions made with respect to missing participant data.

Changes in Plan Provisions:
e The workers’ compensation offset for disability benefits was eliminated. The actuarial
equivalent factors updated to reflect the changes in assumptions.
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Discount Rate — The discount rate used to measure the total pension liability in 2024 was 7.0%.
The projection of cash flows used to determine the discount rate assumed that contributions from
plan members and employers will be made at rates set in Minnesota Statutes. Based on these
assumptions, the fiduciary net position of the General Employees Fund was projected to be
available to make all projected future benefit payments of current plan members. Therefore, the
long-term expected rate of return on pension plan investments was applied to all periods of
projected benefit payments to determine the total pension liability.

Pension Liability Sensitivity — The following presents the Commission’s proportionate share of
the net pension liability for all plans it participates in, calculated using the discount rate disclosed
in the preceding paragraph, as well as what the Commission’s proportionate share of the net
pension liability would be if it were calculated using a discount rate 1 percentage point lower or 1
percentage point higher than the current discount rate:

Commission's Proportionate Share of NPL
1% Decrease (6.0%) Current (7.0%) 1% Increase (8.0%)
$ 1,716,701 $ 785,977 $ 20,372

Pension Plan Fiduciary Net Position — Detailed information about each pension plan’s fiduciary
net position is available in a separately issued PERA financial report that includes financial
statements and required supplementary information. That report may be obtained on the Internet at
www.mnpera.org.

NOTE 10 INDIRECT COST ALLOCATION PLAN

The Commission's indirect cost allocation plan provides for allocation of personnel fringe benefits
and indirect expenses with rates of 41.81% and 14.00% respectively. The amounts shown in the
financial statements for personnel fringe benefits and indirect expenses have been adjusted to
represent actual rates at 37.73% and 13.64%, respectively. The indirect cost allocation plan was
prepared in accordance with Title 2 U.S. Code of Federal Regulations Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards.

NOTE 11 LEASE AGREEMENTS

The Commission leases office space from the Commission of Warren. This lease is a month to
month lease.
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NOTE 12 REVOLVING LOAN FUND

The Commission has made total loans through this program in the amount of $19,937,229, of
which $14,458,702 has been repaid. The amount available for unobligated loans as of December
31,2024 is:

Regrant Revenue

Principal $ 14,458,702
Interest on loans and investments 2,127,212
Recapitalized Interest 6,700
Less
Reloaned (14,051,713)
Expenses (5,300)
Total $ 2,535,601

This amount is included in cash, restricted net position and committed fund balance, because it may
be used only for economic development loans based on the Title IX agreement with the U.S.
Department of Commerce. Should the Commission cease to exist, the revolving loans outstanding
and amount available for re-granting would be transferred to another entity for continuation of the
economic development loan program.

NOTE 13 CLASSIFICATION OF FUND BALANCE
The fund balance at December 31, 2024 is classified as follows:

Restricted for
Revolving Loan Program

Revolving Loan Fund Cash $ 810,342
Revolving Loan Fund Receivable 2,381,188
3,191,530
Committed
Revolving Loan Fund Cash 1,725,259
Revolving Loan Fund Receivable 1,676,687
Unemployment 98,529
Employee Health Insurance 20,000
Compensated Absences 202,765
Future Operations 569,058
4,292,298
Assigned
Capital Expenditures 37,011
Unassigned 584,610
Total Fund Balance $ 8,105,449
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NOTE 14 COMMITMENT AND CONTINGENCIES
Grant Programs

The Commission participates in numerous state and federal grant programs, which are governed
by various rules and regulations of the grantor agencies. Costs charged to the respective grant
programs are subject to audit and adjustment by the grantor agencies; therefore, to the extent
that the Commission has not complied with the rules and regulations governing the grants,
refunds of any money received may be required and the collectability of any related receivable at
December 31, 2024, may be impaired. In the opinion of the Commission, there are no significant
contingent liabilities relating to compliance with the rules and regulations governing the respective
grants; therefore, no provision has been recorded in the accompanying financial statements for
such contingencies.

NOTE 15 RISK MANAGEMENT

The Commission is exposed to various risks of loss related to torts, theft of, damage to and
destruction of assets, errors and omissions, injuries to employees and natural disasters.

Property and casualty insurance coverage is provided through commercial insurance companies.
The Commission pays annual premiums and retains risk for the deductible portions. These
deductibles are considered immaterial to the financial statements.

There were no significant reductions in insurance from the previous year or settlements in excess
of insurance for any of the past three fiscal years.

NOTE 16 NEW PRONOUNCEMENTS

GASB Statement No. 102, Certain Risk Disclosures, requires entities to disclose critical
information about their exposure to risks due to certain concentrations or limitations that could
lead to financial distress or operational challenges. This statement is effective for fiscal years
beginning after June 15, 2024.

GASB Statement No. 103, Financial Reporting Model Improvements, revises the requirements
for management’s discussion and analysis with the goal of making it more readable and
understandable, requires unusual or infrequent items to be presented separately, defines
operating and nonoperating revenues, includes a new section for noncapital subsidies for
proprietary funds’ statement of revenues, expenses and changes in net position, removes the
option to disclose major component information in the notes and requires them to be shown
individually or in combine financial statements following the fund financial statements and requires
budgetary comparisons to be presented as RSI with new columns for variances between original-
to-final budget and final budget-to-actual results. This statement is effective for fiscal years
beginning after June 15, 2025.

GASB Statement No. 104, Disclosure of Certain Capital Assets, establishes requirements for
certain types of capital assets to be disclosed separately in the capital assets note. These items
include disclosing separately lease assets, intangible right-to-use assets, subscription assets and
intangible assets. In addition, additional disclosures will be required for capital assets held for
sale. This statement is effective for fiscal years beginning after June 15, 2025. Earlier application
is encouraged.
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NORTHWEST REGIONAL DEVELOPMENT COMMISSION
NOTES TO THE FINANCIAL STATEMENTS — CONTINUED
DECEMBER 31, 2024

Management has not yet determined the effect these statements will have on the Commission’s
financial statements.

NOTE 17 SUBSEQUENT EVENTS

No significant events occurred subsequent to the Commission’s year end. Subsequent events

have been evaluated through June 26, 2025, which is the date these financial statements were
available to be issued.

-33-



NORTHWEST REGIONAL DEVELOPMENT COMMISSION
SCHEDULE OF BUDGETARY COMPARISON
BUDGET TO ACTUAL
FOR THE YEAR ENDED DECEMBER 31, 2024

Budget Amounts
Final Budget
Comparison
Original Final Actual To Actual
REVENUES
Taxes and State Aid $ 335312 $ 335312 $ 334,390 $ (922)
Intergovernmental 7,583,848 8,801,926 8,322,726 (479,200)
Interest 3,200 17,387 34,452 17,065
Miscellaneous 600 53,175 55,547 2,372
Total Revenue 7,922,960 9,207,800 8,747,115 (460,685)
EXPENDITURES
Current:
General Government 156,377 191,380 90,845 100,535
Public Transportation 284,422 262,252 257,660 4,592
Health and Human Services 6,475,859 8,012,117 7,612,665 399,452
Conservation of Natural Resources 92,000 102,478 100,807 1,671
Economic Development 914,302 639,573 508,994 130,579
Capital Outlay:
Health and Human Services - - 11,596 (11,596)
Total Expenditures 7,922,960 9,207,800 8,582,567 625,233
Excess Revenues Over (Under)
Expenditures - - 164,548 164,548
Fund Balance, January 1 7,940,901 7,940,901 7,940,901 -
Fund Balance, December 31 $ 7,940,901 $ 7,940,901 $ 8,105,449 §$ 164,548

See Notes to the Required Supplementary Information
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NORTHWEST REGIONAL DEVELOPMENT COMMISSION
SCHEDULE OF COMMISSION’S CONTRIBUTIONS
LAST 10 YEARS

Contributions in

Statutorily Relation to the Contribution Contributions as a
Fiscal Year Ended Required Statutorily Required Deficiency Commission's Percentage of
December 31 Contribution Contributions (Excess) Covered Payroll Covered Payroll

PERA 2015 $ 88,088 § 88,088 $ - $ 1,174,507 7.50%

2016 106,450 106,450 - 1,419,331 7.50%

2017 117,380 117,380 - 1,565,067 7.50%

2018 133,411 133,411 - 1,778,813 7.50%

2019 131,744 131,744 - 1,756,580 7.50%

2020 133,907 133,907 - 1,785,426 7.50%

2021 140,636 140,636 - 1,875,143 7.50%

2022 134,807 134,807 - 1,797,419 7.50%

2023 135,704 135,704 - 1,809,389 7.50%

2024 130,255 130,255 - 1,736,737 7.50%

See Notes to the Required Supplementary Information
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NORTHWEST REGIONAL DEVELOPMENT COMMISSION

SCHEDULE OF COMMISSION’S SHARE OF NET PENSION LIABILITY
LAST 10 YEARS

State's Commission's

Proportionate Proportionate Share Plan Fiduciary
Commission's Commission's Share of the Net of the Net Pension  Net Position as a

Proportion of the Proportionate Pension Liability Liability (Asset) as a Percentage of

Fiscal Year Net Pension Share of the Net  Associated with Commission's Percentage of its the Total

Ended June 30 Liability Pension Liability  the Commission Total Covered Payroll Covered Payroll Pension Liability
PERA 2015 0.0195% $ 1,010,591 $ - 1,010,591 $ 1,103,530 91.58% 78.19%
2016 0.0209% 1,696,976 22,191 1,719,167 1,299,113 130.63% 68.90%
2017 0.0230% 1,468,305 18,484 1,486,789 1,483,416 98.98% 75.90%
2018 0.0251% 1,392,445 45,634 1,438,079 1,686,332 82.57% 79.53%
2019 0.0249% 1,376,665 42,831 1,419,496 1,764,562 78.02% 80.23%
2020 0.0254% 1,522,846 46,989 1,569,835 1,809,180 84.17% 79.06%
2021 0.0249% 1,063,342 32,396 1,095,738 1,789,339 59.43% 87.00%
2022 0.0248% 1,964,168 57,522 2,021,690 1,855,364 105.86% 76.67%
2023 0.0226% 1,263,767 34,803 1,298,570 1,794,597 70.42% 83.10%
2024 0.0213% 785,977 20,324 806,301 1,799,373 43.68% 89.08%

The amounts presented for each year were determined as of the measurement date of the collective net pension liability, which is June 30.

See Notes to the Required Supplementary Information
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NORTHWEST REGIONAL DEVELOPMENT COMMISSION
NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION
FOR THE YEAR ENDED DECEMBER 31, 2024

NOTE 1 BUDGETARY COMPARISON

The Commission adopts an annual budget, which is prepared on the same basis of accounting
as the financial statements, which is the modified accrual basis of accounting. Budgets for grants
are adopted and approved by the grantor agency, and are subject to revision at any time during
the year. Reported budgeted amounts are as originally adopted or as amended by board
approval.

NOTE 2 DEFINED BENEFIT PLAN
General Employees Fund

2024 Changes
Changes in Actuarial Assumptions:

e Rates of merit and seniority were adjusted, resulting in slightly higher rates.

e Assumed rates of retirement were adjusted as follows: increase the rate of assumed
unreduced retirements, slight adjustments to Rule of 90 retirement rates, and slight
adjustments to early retirement rates for Tier 1 and Tier 2 members.

Minor increase in assumed withdrawals for males and females.

Lower rates of disability.

Continued use of Pub-2010 general mortality table with slight rate adjustments as
recommended in the most recent experience study.

e Minor changes to form of payment assumptions for male and female retirees.
Minor changes to assumptions made with respect to missing participant data.

Changes in Plan Provisions:

e The workers’ compensation offset for disability benefits was eliminated. The actuarial
equivalent factors updated to reflect the changes in assumptions.
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NORTHWEST REGIONAL DEVELOPMENT COMMISSION
DETAILED SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCE - BUDGET TO ACTUAL

FOR THE YEAR ENDED DECEMBER 31, 2024 AND ACTUAL FOR 2023

REVENUES
Taxes and State Aid

Intergovernmental
Federal
Department of Commerce
Economic Development Administration
Planning Assistance
Department of Public Safety
Homeland Security
NW Health Services
RTCC
Department of Health & Human Services
Title ll A - Area Plan Administration
Title Il A - ARP Admin
Title ll B - Program Development
& Coordination
Title I B - Social Services
ARP lIB
SHIP Staffing During Open Enrollment
SHIP Public Workforce
SMP Capacity Building (One Stop)
Title Il C1 Congregate Meals
ARP Congregate
Title lll C2 Home Delivered Meals
SHIP - RSM Funds
ARP Delivered Meals
Title lll D - Frail and Elderly
ARP IID
Title ll E - Caregiver & Support
ARP lIE
MIPA
PAS Federal Medical Assistance
PAS Federal - RSM Contract
Department of Agriculture
NISP
Adult Protection Services
United States Department of Argiculture
USDA Regional Food
Revolving Loans - NW Regional Loan Fund
CARES RLF Loans
Loan Payment Recaptured
Loan Fees
Interest Earned

Total Federal

2024 2023
Variance
Final Favorable

Budget Actual (Unfavorable) Actual
§ 335312 § 334,390 § (922) $ 325,087
64,000 64,669 669 108,244
91,200 89,377 (1,823) 91,200
11,075 11,075 - 3,391
106,879 100,740 (6,139) 112,444
272,982 272,982 - 260,783
80,044 80,044 - 80,966
110,288 106,087 (4,201) 119,097
658,500 626,883 (31,617) 496,652
350,549 325,701 (24,848) 151,157
76,280 76,280 - 1,282
- - - 12,843
67,793 67,793 - 36,980
814,155 662,281 (151,874) 624,093
149,410 149,410 - -
1,030,263 1,033,054 2,791 953,210
125,879 125,879 - -
253,604 253,605 1 350,063
98,976 73,383 (25,593) 22,036
36,460 28,069 (8,391) 25,464
312,906 252,279 (60,627) 199,345
98,418 76,391 (22,027) 70,385
18,000 56,178 38,178 57,455
27,245 20,434 (6,811) 158,943
385,391 185,998 (199,393) 256,960
247,646 247,646 - 290,701
107,000 111,915 4915 -
120,000 124,765 4,765 38,443
153,791 121,605 (32,186) 97,236
750 750 - 1,517
121,000 66,061 (54,939) 38,803
5,990,484 5,411,334 (579,150) 4,659,693
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NORTHWEST REGIONAL DEVELOPMENT COMMISSION

DETAILED SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET TO ACTUAL — CONTINUED

FOR THE YEAR ENDED DECEMBER 31, 2024

State
State Nutrition
State Nutrition Food Delivery Support
State | & A Program
State | & A- RSM Contract
State Prescription Assistance Program
EDP/SAIL
State Return to Communities
State Return to Communities - RSM
PAS Funds
PAS Funds - RSM Contract
State LTCC
State Age Friendly TAP
MN Department of Transportation
Regional Transportation Coordinating
Safe Routes to School
Department of Commerce - Energy

Total State

Local
Region Two and Four Counties Match
NW Solid Waste Plan

Total Local

Total Intergovernmental
Interest on Investments

Miscellaneous
Program Registration Fees/ Fee for Service
Health and Wellness
Metro AAA
NW MN Foundation
Blue Cross Blue Shield
McKnight Foundation

Total Miscellaneous

TOTAL REVENUES

-30-

2024 2023
Variance
Final Favorable

Budget Actual (Unfavorable) Actual
629,983 $ 731,553 $ 101,570 $ 362,093
12,475 12,475 - -
148,130 148,130 - 156,367
390,110 491,197 101,087 35,045
131,022 131,022 - 169,397
250,000 250,050 50 243,186
660,952 614,849 (46,103) 688,900
- - - 128,400
- 6,811 6,811 52,980
128,465 81,597 (46,868) 85,652
191,290 167,725 (23,565) 164,769
17,604 20,520 2,916 22,420
78,370 78,546 176 77,681
13,360 12,592 (768) 14,055
17,700 18,335 635 5,028
72,200 78,925 6,725 -
2,741,661 2,844,327 102,666 2,205,973
64,235 64,235 - 60,525
5,546 2,830 (2,716) -
69,781 67,065 (2,716) 60,525
8,801,926 8,322,726 (479,200) 6,926,191
17,387 34,452 17,065 20,299
6,093 6,654 561 5,856
750 750 - -
- - - 1,073
2,500 18,211 15,711 64,289
25,000 25,000 - 6,319
18,832 4,932 (13,900) -
53,175 55,547 2,372 77,537
9,207,800 8,747,115 (460,685) 7,349,114




NORTHWEST REGIONAL DEVELOPMENT COMMISSION
DETAILED SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET TO ACTUAL — CONTINUED
FOR THE YEAR ENDED DECEMBER 31, 2024

EXPENDITURES
General Government
Other Services and Charges

Total General Government

Public Transportation
Transportation Planning
RTCC Transit Study
Crookston Safe Routes

Total Public Transportation

Health & Human Services
Area Agency on Aging
Titles lll A & lll B - Plan Administration
ARP Administration
State Return to Community
State Prescription Assistance Program
PAS/First Contact
Payments to Subgrantees
Title Ill B - Social Services
ARP lIB
Title ll C1 - Congregate Nutrition
ARP IlIC1 Congregate Nutrition
Title Il C2 - Home Delivered Meals
ARP IlIC2 Home Delivered
Title Il D - Health Promotion
ARP IID
Title Il E - Caregiver Support
ARP lIE
NSIP Reimbursements
State Nutrition
State Nutrition Food Delivery
NW Foundation Aging Grants
State Nutrition Admin
RSM Contract
State I&A Program
EDP/SAIL
Age Friendly TAP
Adult Protection Service
SHIP Staff During Open Enroliment
SHIP Public Workforce
State - LTCC
MIPA
SMP Capacity Bldg Volunteer
Metro AAA Grants
Blue Cross Blue Shield Grants
Total Health & Human Services

2024 2023

Variance

Final Favorable
Budget Actual (Unfavorable) Actual

$ 191,380 $ 90,845 $ 100,535 $ 146,895

191,380 90,845 100,535 146,895
110,953 112,060 (1,107) 107,008
133,599 127,188 6,411 143,485
17,700 18,412 (712) 5,268
262,252 257,660 4,592 255,761
464,248 467,109 (2,861) 425,620
106,879 106,959 (80) 110,730
660,952 614,849 46,103 688,900
131,022 131,022 - 169,397
27,245 27,341 (96) 217,204
658,500 626,883 31,617 496,652
350,549 325,701 24,848 151,157
814,155 662,281 151,874 624,093
149,410 149,410 - -
1,030,263 1,033,054 (2,791) 953,210
253,604 253,604 - 350,063
98,976 73,383 25,593 22,036
36,460 28,069 8,391 25,464
312,906 252,279 60,627 199,345
98,418 76,391 22,027 70,385
247,646 247,646 - 290,701
613,351 714,921 (101,570) 362,093
12,475 12,475 - -
- - - 30,000
17,480 16,699 781 -
1,029,845 885,071 144,774 508,756
148,130 148,130 - 156,367
271,636 268,209 3,427 248,465
17,604 20,565 (2,961) 22,482
107,000 111,915 (4,915) -
76,280 77,079 (799) 1,300

- - - 12,932
191,290 168,145 23,145 164,769
18,000 56,358 (38,358) 59,575
67,793 68,713 (920) 38,677
- - - 2,203

- - - 6,551
8,012,117 7,624,261 387,856 6,409,127
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NORTHWEST REGIONAL DEVELOPMENT COMMISSION

DETAILED SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET TO ACTUAL — CONTINUED
FOR THE YEAR ENDED DECEMBER 31, 2024

Conservation of Natural Resources
Public Safety
NW Health Services

Total Conservation of Natural Resources

Economic Development
Economic Development Planning
NW MN Housing Study
Otto Bremer Housing
USDA RFBC
Energy/McKnight
NW Solid Waste Plan
Northwest Enterprise Fund
Revolving Loan Fund - Administration & Legal Fees

Total Economic Development

TOTAL EXPENDITURES

Excess Revenues Over Expenditures

Fund Balance, January 1

Fund Balance - December 31

41-

2024 2023
Variance
Final Favorable

Budget Actual (Unfavorable) Actual
$ 91,200 $ 89,420 $ 1,780 $ 104,998
11,278 11,387 (109) 3,391
102,478 100,807 1,671 108,389
128,000 129,396 (1,396) 216,430
- 15,768 (15,768) 34,289
25,000 26,505 (1,505) -
120,000 124,765 (4,765) 38,443
91,032 83,857 7,175 -
- 2,830 (2,830) -
150,000 - 150,000 -
125,541 125,873 (332) 139,174
639,573 508,994 130,579 428,336
9,207,800 8,582,567 625,233 7,348,508
- 164,548 164,548 606
7,940,901 7,940,901 - 7,940,295
$ 7,940,901 8,105,449 $ 164,548 $ 7,940,901




BradyMartz

INDEPENDENT AUDITOR’S REPORT ON MINNESOTA LEGAL COMPLIANCE

Board of Directors
Northwest Regional Development Commission
Warren, Minnesota

We have audited, 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, the financial statements of
the governmental activities and general fund of Northwest Regional Development Commission
as of and for the year ended December 31, 2024, and the related notes to the financial statements,
which collectively comprise the Northwest Regional Development Commission’s basic financial
statements, which collectively comprise the Commission’s basic financial statements, and have
issued our report thereon dated June 26, 2025.

Legal Compliance

In connection with our audit, nothing came to our attention that caused us to believe that the
Commission failed to comply with the provisions of the contracting — bid laws, depositories of
public funds and public investments, conflicts of interest, claims and disbursements, and
miscellaneous provisions sections of the Minnesota Legal Compliance Audit Guide for Other
Political Subdivisions promulgated by the State Auditor pursuant to Minn. Stat. § 6.65, insofar as
they relate to accounting matters. However, our audit was not directed primarily toward obtaining
knowledge of such noncompliance. Accordingly, had we performed additional procedures, other
matters may have come to our attention regarding the Commission’s noncompliance with the
above referenced provisions, insofar as they relate to accounting matters.

Purpose of this Report
The purpose of this report is solely to describe the scope of our testing of compliance and the

results of that testing, and not to provide an opinion on compliance. Accordingly, this
communication is not suitable for any other purpose.

Toud, Mars

BRADY, MARTZ & ASSOCIATES, P.C.
GRAND FORKS, NORTH DAKOTA

June 26, 2025
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BradyMartz

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

Board of Directors
Northwest Regional Development Commission
Warren, 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 financial
statements of the governmental activities and general fund of the Northwest Regional
Development Commission, as of and for the year ended December 31, 2024, and the related
notes to the financial statements, which collectively comprise the Commission’s basic financial
statements, and have issued our report thereon dated June 26, 2025.

Report on Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered Northwest
Regional Development Commission'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 the Commission’s internal control. Accordingly, we do not express
an opinion on the effectiveness of the Commission’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 Commission’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 the 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 Northwest Regional Development
Commission’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 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.

Toud, Mars

BRADY, MARTZ & ASSOCIATES, P.C.
GRAND FORKS, NORTH DAKOTA

June 26, 2025
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BradyMartz

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE
REQUIRED BY THE UNIFORM GUIDANCE

Board of Directors
Northwest Regional Development Commission
Warren, Minnesota

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

We have audited Northwest Regional Development Commission’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 the Northwest Regional Development
Commission’s major federal programs for the year ended December 31, 2024. Northwest
Regional Development Commission’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, Northwest Regional Development Commission complied, in all material respects,
with the 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, 2024.

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 Northwest Regional Development Commission 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 Northwest Regional Development Commission’s compliance with the
compliance requirements referred to above.
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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 Northwest Regional Development Commission’s federal programs.

Auditor’s 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 Northwest Regional Development Commission’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 Northwest Regional Development Commission’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.

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

o Obtain an understanding of Northwest Regional Development Commission’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 Northwest Regional Development Commission’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.
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Other Matters

The results of our auditing procedures disclosed an instance of noncompliance which is required
to be reported in accordance with the Uniform Guidance and which is described in the
accompanying schedule of findings and questioned costs as item 2024-001. Our opinion on each
major federal program is not modified with respect to this matter.

Government Auditing Standards requires the auditor to perform limited procedures on Northwest
Regional Development Commission’s response to the noncompliance finding identified in our
compliance audit described in the accompanying schedule of findings and questioned costs.
Northwest Regional Development Commission’s response was not subjected to the other auditing
procedures applied in the audit of compliance and, accordingly, we express no opinion on the
response.

Report on Internal Control over Compliance

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 and therefore, material weaknesses or
significant deficiencies may exist that were not identified. We did not identify any deficiencies in
internal control over compliance that we consider to be material weaknesses. However, as
discussed below, we did identify certain deficiencies in internal control over compliance that we
consider to be significant deficiencies.

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. We
consider the deficiency in internal control over compliance described in the accompanying
schedule of findings and questioned costs as item 2024-001 to be a significant deficiency.

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.

Government Auditing Standards requires the auditor to perform limited procedures on Northwest
Regional Development Commission’s response to the internal control over compliance finding
identified in our compliance audit described in the accompanying schedule of findings and
questioned costs. Northwest Regional Development Commission’s response was not subjected
to the other auditing procedures applied in the audit of compliance and, accordingly, we express
no opinion on the response.
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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.

torudy Marts

BRADY, MARTZ & ASSOCIATES, P.C.
GRAND FORKS, NORTH DAKOTA

June 26, 2025
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NORTHWEST REGIONAL DEVELOPMENT COMMISSION
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED DECEMBER 31, 2024

Federal Grantor/ Federal Pass-Through Passed-
Pass-Through Grantor/ AL Entity Identifying Through to Total Federal
Program Title Number Number Subrecipients Expenditures
Department of Commerce:
Economic Development Administration:
Support for Planning Organization 11.302 ED19CHI3020007/ED22CHI3020020 $ -3 64,669
Economic Development Cluster
COVID-19 - CARES Title IX Revolving Loan Fund Recapture 11.307 06-79-06205 - 3,217,926
Total Economic Development Cluster - 3,217,926
Total Department of Commerce - 3,282,595
Department of Transportation
Passed through Minnesota Department of Transportation:
Transit Services Programs Cluster
Enhanced Mobility of Seniors and Individuals with Disabilities 20.513 MN-2023-034-00 - 48,387
Enhanced Mobility of Seniors and Individuals with Disabilities 20.513 MN-2021-043-01 - 52,353
Total Transit Services Programs Cluster - 100,740
Total Department of Transportation - 100,740
Department of Health & Human Services:
Passed through Minnesota Board on Aging:
Aging Cluster
Title Ill, Parts A and B 93.044 314-22-003A/OPDC - 171,330
Title 1l Part B - Supportive Service 93.044 314-23-2101MNOASS-00 626,883 626,883
COVID-19 - ARP Parts A and B 93.044 314-2101MNSSC6-00 - 19,131
COVID-19 - ARP Part B 93.044 314-2101MNSSC6-00 325,701 325,701
Title Ill, Part C - Congregate Meals 93.045 314-22-2101MNOACM-00 662,281 662,281
Title 11l, Part C - Home Delivered Meals 93.045 314-22-2101MNOAHD-00 1,033,054 1,033,054
COVID-19 - ARP Part A - C1/C2 93.045 314-2101MNCMC6-00/314-2101MNHDC6-00 - 50,108
Title Ill Part A - C1/C2 93.045 314-2401MNOACH-00 - 170,886
COVID-19 - ARP Part C1 93.045 314-2101MNCMC6-00 149,410 149,410
COVID-19 - ARP Part C2 93.045 314-2101MNHDC6-00 253,604 253,604
Nutrition Services Incentive Program 93.053 314-22-2101MNOANS-00 247,646 247,646
Total Aging Cluster 3,298,579 3,710,034
Medicaid Cluster
Federal Medical Assistance - PAS 93.778 2405MN5ADM - 206,432
Total Medicaid Cluster - 206,432
Special Programs for the Aging -
Title Ill, Part E - Caregiver and Support 93.052 314-23-2101MNOAFC-00 252,279 252,279
COVID-19 - ARP Part E 93.052 314-2101MNFCC6-00 76,391 76,391
Title lll Part A - E 93.052 314-2401MNOAFC-00 - 36,853
COVID-19 - ARP PartA- E 93.052 314-2101MNFCC6-00 - 10,806
328,670 376,329
Title IV and Title Il, Discretionary Projects -Volunteer Recruitment &
Retention Related to SMP 93.048 90MPPG0071-02 R 67,793
- 67,793
COVID-19 - ARP Part D 93.043 314-2101MNPHC6-00 28,069 28,069
Title Ill, Part D - Disease Prevention Health/Promotion 93.043 314-23-2101MNOAPH-00 73,383 73,383
101,452 101,452
SHIP Staffing During Medicare Part D Open Enroliment & Sunset of
Medicare Plans 93.324 90SAPG0092-05 - 202,159
Medicare Improvement for Patients & Prov. Act 93.071 333-24-MIPA2201MNMISH-00 - 56,178
Adult Protection Services 93.747 215043 - 111,915
Passed through Minnesota Department of Public Safety:
National Bioterrorism Hospital Preparedness Program 93.889 N/A - 11,075
Total Department of Health & Human Services 3,728,701 4,843,367
Department of Homeland Security:
Passed through Minnesota Department of Public Safety
Homeland Security Grant Program 97.067 N/A - 89,377
Total Department of Homeland Security - 89,377
TOTAL EXPENDITURES OF FEDERAL AWARDS $ 3,728,701 $ 8,316,079

See Notes to the Schedule of Expenditures of Federal Awards
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NORTHWEST REGIONAL DEVELOPMENT COMMISSION
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED DECEMBER 31, 2024

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Expenditures reported on the accompanying schedule of expenditures of federal awards (the
Schedule) are reported on the modified accrual basis of accounting, which is described in Note 1
to the Commission’s basic financial statements. Such expenditures are recognized following the
cost principles contained in Title 2 U.S. Code of Federal Regulations Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards
(Uniform Guidance), wherein certain types of expenditures are not allowable or are limited as to
reimbursement.

NOTE 2 INDIRECT COST RATE

The Commission has elected not to use the 10-percent de minimis indirect cost rate as allowed
under the Uniform Guidance.

The Commission's indirect cost allocation plan provides for allocation of personnel fringe benefits
and indirect expenses with rates of 41.81% and 14.00% respectively. The amounts shown in the
financial statements for personnel fringe benefits and indirect expenses have been adjusted to
represent actual rates at 37.73% and 13.64%, respectively. The indirect cost allocation plan was
prepared in accordance with Title 2 U.S. Code of Federal Regulations Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards.

NOTE 3 BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards includes the federal award activity
of the Northwest Regional Development Commission. The information in this Schedule is
presented in accordance with Title 2 U.S. Code of Federal Regulations Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards
(Uniform Guidance). Therefore, some amounts presented in this Schedule may differ from
amounts presented in the preparation of the basic financial statements.

NOTE 4 REVOLVING LOAN FUND

The value of the Revolving Loan Fund Program at December 31, 2024 was calculated as follows:

CARES
RLF Grant
Balance of RLF loan outstanding
at December 31, 2024 $ 2,381,188
Cash and investment balance in the RLF
at December 31, 2024 810,342
COVID RLF Admin Expenses 26,396
$ 3,217,926
Federal Share (weighted average) 100%
Value at December 31, 2024 $ 3,217,926
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NORTHWEST REGIONAL DEVELOPMENT COMMISSION
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED DECEMBER 31, 2024 - CONTINUED

NOTE 5 RECONCILIATION

Reconciliation of the Schedule of Expenditures of Federal Awards to the Statement of Activities:

Detailed Schedule of Revenues, Expenditures and Changes in Fund Balance -Budget to Actual - Federal (page 38) $ 5,411,334

Less: USDA Regional Foods Contract, Subcontractor Contract (page 38) (124,765)
Less: Detailed Schedule of Revenues, Expenditures and Changes in Fund Balance -Budget to Actual-Revolving Loan Fund (CARES RLF) (188,416)
Add: Revolving Loan Fund Above 3,217,926
Schedule of Expenditures of Federal Awards - Total Federal Awards $ 8,316,079
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NORTHWEST REGIONAL DEVELOPMENT COMMISSION
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED DECEMBER 31, 2024

Section I-Summary of Auditor’s Results

Financial Statements

Type of report the auditor issued on whether the financial
Statements audited were prepared in accordance with GAAP: Unmodified

Internal control over financial reporting:
Material weakness(es) identified? ___yes Xx no
Significant deficiency(ies) identified? ___yes Xx_none reported
Noncompliance material to financial

statements noted? __yes Xx_no

Federal Awards

Internal control over major federal programs:
Material weakness(es) identified? yes _X no
Significant deficiency(ies) identified? X_yes ___ none reported

Type of auditor’s report issued on compliance
for major federal programs: Unmodified

Any audit findings disclosed that are

required to be reported in accordance with

2 CFR 200.516(a)? _X yes __no
Identification of major programs:

AL Number(s) Name of Federal Program or Cluster

11.307 Economic Development Cluster

Dollar threshold used to distinguish

between Type A and Type B programs: $750,000
Auditee qualified as low-risk auditee? X yes _ _no

Section lI-Financial Statement Findings

There are no findings which are required to be reported under this section.
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NORTHWEST REGIONAL DEVELOPMENT COMMISSION
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - CONTINUED
FOR THE YEAR ENDED DECEMBER 31, 2024

Section lll-Federal Award Findings and Questioned Costs
2024-001: Significant Deficiency

Economic Adjustment Assistance — 11.307 — Reporting

Criteria
Federal reporting requirements require all reports to be completed accurately.

Condition
One report was not accurately completed.

Cause
The Organization did not have sufficient procedures in place to ensure that the reports were
completed accurately.

Effect
One report was completed inaccurately, resulting in noncompliance with reporting requirements.

Questioned Costs
These errors noted were due to missing two loans on the report. No questioned costs.

Context

Two reports were selected for testing — ED-209 and ED-917. Only the ED-917 report contained
errors. With the ED-917 report, the reporting period was for July 2023 to June 2024, but two loans
from late 2023 were not included in the report due to management oversight.

Repeat Finding
No.

Recommendation

The Organization should implement procedures to ensure that reports are completed accurately
and the person reviewing the report should compare information reported to the supporting
documentation.

Views of Responsible Officials and Planned Corrective Actions
The Organization agrees with the recommendation and will implement immediately.
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NORTHWEST REGIONAL DEVELOPMENT COMMISSION
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED DECEMBER 31, 2024

2023-001: Significant Deficiency
Aging Cluster — 93.044, 93.045, 93.053 — Allowable Costs / Activities

Criteria

The Uniform Guidance Basic Guidelines for Allowable Costs requires that charges to federal
awards be necessary and reasonable for the performance of the federal award and be allocable
thereto under the principles of 2 CFR Part 200, Subpart E.

Condition

One invoice tested was paid twice and charged to the federal program through the indirect cost
allocation.

Corrective Action Taken

The Organization implemented procedures to ensure there are multiple documented reviews of
invoices. All expenses tested in the current year were approved and documented. This finding
has been removed as corrective action has been taken.
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NORTHWEST

/ REGIONAL DEVELOPMENT COMMISSION

CORRECTIVE ACTION PLAN
AS OF DECEMBER 31, 2024

2024-001 FINDING

Contact Person — Ann Joppru, Finance Director

Corrective Action Plan — The Organization will implement procedures to ensure that reports are
completed accurately and the person reviewing the report will compare information reported to
the supporting documentation.

Completion Date - Immediately
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