CERTIFIED\PUBLIC
ACCOUNTANTS

PRINCIPALS

Thomas A. Karnowski, CPA
Paul A. Radosevich, CPA
William J. Lauer, CPA

James H. Eichten, CPA

Aaron J. Nielsen, CPA

Victoria L. Holinka, CPA/CMA
Jaclyn M. Huegel, CPA

Kalen T. Karnowski, CPA

June 24, 2020

To the Joint Powers Board and Management
Minnesota River Valley Transit
Saint Peter, Minnesota

The following is a summary of our audit work, key conclusions, and other information that we consider
important or that is required to be communicated to the Joint Powers Board, administration, or those charged
with governance of the Minnesota River Valley Transit (the Transit).

OUR RESPONSIBILITY UNDER AUDITING STANDARDS GENERALLY ACCEPTED IN THE UNITED
STATES OF AMERICA AND GOVERNMENT AUDITING STANDARDS

We have audited the financial statements of the governmental activities and the major fund of the Transit
as of and for the year ended December 31, 2019. Professional standards require that we provide you with
information about our responsibilities under auditing standards generally accepted in the United States of
America and Government Auditing Standards, as well as certain information related to the planned scope
and timing of our audit. We have communicated such information to you verbally and in our audit
engagement letter. Professional standards also require that we communicate the following information
related to our audit.

PLANNED SCOPE AND TIMING OF THE AUDIT

We performed the audit according to the planned scope and timing previously discussed and coordinated
in order to obtain sufficient audit evidence and complete an effective audit.

AUDIT OPINION AND FINDINGS
Based on our audit of the Transit’s financial statements for the year ended December 31, 2019:

o We have issued an unmodified opinion on the Transit’s financial statements. The Joint Powers
Board has elected not to present management’s discussion and analysis, which accounting
principles generally accepted in the United States of America have determined necessary to
supplement, although not
financial reporting that we considered to be a significant deficiency:
required to be a part of, the basic financial statements. Our opinion on the Transit’s basic financial
statements is not affected by this missing information.

We reported one deficiency in the Transit’s internal control over
1. We reported that due to the small number of office staff, the Transit has limited segregation
of duties in several areas, which we consider a significant deficiency in internal controls.

e The results of our testing disclosed no instances of honcompliance required to be reported under
Government Auditing Standards.

o  We reported no findings based on our testing of the Transit’s compliance with Minnesota laws and
regulations.

Malloy, Montague, Karnowski, Radosevich & Co., P.A.

5353 Wayzata Boulevard ¢ Suite 410 * Minneapolis, MN 55416 ¢ Phone: 952-545-0424 ¢ Fax: 952-545-0569 ¢ www.mmkr.com
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OTHER OBSERVATIONS AND RECOMMENDATIONS
Impact of Novel Coronavirus (COVID-19)

Shortly after the end of the 2019 fiscal year, the onset of the novel coronavirus (COVID-19) pandemic
caused substantial volatility in economic conditions and tremendous disruption in the way governments,
businesses, and individuals function. Minnesota government entities may experience the impact of this
pandemic in a myriad of financial areas, such as: declines in investment rates of return, cash flow issues,
significant increases in the number and frequency of employees working remotely, challenges in processing
general and payroll disbursements, disruption of prescribed internal control procedures, delays in internal
and external financial reporting, and new compliance requirements attached to potential federal relief
subsidies. As your entity adapts to the new normal of municipal operations in a post-COVID-19 world, the
assessment of and responses to new risks that may accompany operational changes will be critical to the
safeguarding of entity’s resources and sound financial stewardship. We encourage management and
governance to include a robust financial risk assessment process when planning responses to these
challenges, and to reassess and adapt internal controls over financial transactions and reporting to align
with significant changes made to daily operations, even those intended to be temporary.

SIGNIFICANT ACCOUNTING POLICIES

Management is responsible for the selection and use of appropriate accounting policies. The significant
accounting policies used by the Transit are described in Note 1 of the notes to basic financial statements.
No new accounting policies were adopted, and the application of existing policies was not changed during
the year.

We noted no transactions entered into by the Transit during the year for which there is a lack of authoritative
guidance or consensus. All significant transactions have been recognized in the financial statements in the
proper period.

ACCOUNTING ESTIMATES AND MANAGEMENT JUDGMENTS

Accounting estimates are an integral part of the financial statements prepared by management and are based
on management’s knowledge and experience about past and current events and assumptions about future
events. Certain accounting estimates are particularly sensitive because of their significance to the financial
statements and because of the possibility that future events affecting them may differ significantly from
those expected. The most significant estimate affecting the financial statements was:

Depreciation — The Transit is currently depreciating its capital assets over their estimated useful lives,
as determine by management, using the straight-line method.

We evaluated the key factors and assumptions used to develop these accounting estimates in determining
that they are reasonable in relation to the basic financial statements taken as a whole.

The financial statement disclosures are neutral, consistent, and clear.

CORRECTED AND UNCORRECTED MISSTATEMENTS

Professional standards require us to accumulate all known and likely misstatements identified during the
audit, other than those that are clearly trivial, and communicate them to the appropriate level of

management. There were no misstatements detected as a result of audit procedures that were material, either
individually or in the aggregate, to each opinion unit’s financial statements taken as a whole.
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DIFFICULTIES ENCOUNTERED IN PERFORMING THE AUDIT

We encountered no significant difficulties in dealing with management in performing and completing our
audit.

DISAGREEMENTS WITH MANAGEMENT

For purposes of this report, a disagreement with management is a financial accounting, reporting, or
auditing matter, whether or not resolved to our satisfaction, that could be significant to the financial
statements or the auditor’s report. We are pleased to report that no such disagreements arose during the
course of our audit.

MANAGEMENT REPRESENTATIONS

We have requested certain representations from management that are included in the management
representation letter dated June 24, 2020.

MANAGEMENT CONSULTATIONS WITH OTHER INDEPENDENT ACCOUNTANTS

In some cases, management may decide to consult with other accountants about auditing and accounting
matters, similar to obtaining a “‘second opinion” on certain situations. If a consultation involves application
of an accounting principle to the Transit’s financial statements or a determination of the type of auditor’s
opinion that may be expressed on those statements, our professional standards require the consulting
accountant to check with us to determine that the consultant has all the relevant facts. To our knowledge,
there were no consultations with other accountants.

OTHER AUDIT FINDINGS OR ISSUES

We generally discuss a variety of matters, including the application of accounting principles and auditing
standards, with management each year prior to retention as the Transit’s auditors. However, these
discussions occurred in the normal course of our professional relationship and our responses were not a
condition to our retention.

OTHER MATTERS

We were not engaged to report on the introductory section, which accompanies the financial statements,
but is not required supplementary information. Such information has not been subjected to the auditing
procedures applied in the audit of the basic financial statements and, accordingly, we do not express an
opinion or provide any assurance on it.

CLOSING

We would be pleased to further discuss any of the information contained in this report or any other concerns
that you would like us to address. We would also like to express our thanks for the courtesy and assistance
extended to us during the course of our audit.

The purpose of this report is solely to provide those charged with governance of the Transit, management,
and those who have responsibility for oversight of the financial reporting process required communications
related to our audit process. Accordingly, this report is not suitable for any other purpose.

Wabley, Ml odosut, Krnvossnhi, Rastussssict § Co., P. A

Minneapolis, Minnesota
June 24, 2020
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INDEPENDENT AUDITOR’S REPORT

To the Joint Powers Board and Management
Minnesota River Valley Transit
Saint Peter, Minnesota

REPORT ON THE FINANCIAL STATEMENTS

We have audited the accompanying financial statements of the governmental activities and the major fund
of the Minnesota River Valley Transit (the Transit) as of and for the year ended December 31, 2019, and
the related notes to the financial statements, which collectively comprise the Transit’s basic financial
statements as listed in the table of contents.

MANAGEMENT’S RESPONSIBILITY FOR THE FINANCIAL STATEMENTS

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

AUDITOR’S RESPONSIBILITY

Our responsibility is to express opinions on these financial statements based on our audit. 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. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control relevant to the Transit’s preparation and fair
presentation of the financial statements 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 Transit’s internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by management,
as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinions.

(continued)
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OPINIONS

In our opinion, the financial statements referred to on the previous page present fairly, in all material
respects, the respective financial position of the governmental activities and the major fund of the Transit
as of December 31, 2019, the respective changes in financial position thereof, and the budgetary comparison
for the General Fund for the year then ended, in accordance with accounting principles generally accepted
in the United States of America.

OTHER MATTERS
Required Supplementary Information

Management has omitted the management’s discussion and analysis that accounting principles generally
accepted in the United States of America require to be presented to supplement the basic financial
statements. Such missing information, 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. Our opinion on the basic financial statements is not affected by this missing information.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Transit’s basic financial statements. The introductory section, as listed in the table of contents,
is presented for purposes of additional analysis and is not a required part of the basic financial statements.
The introductory section has not been subjected to the auditing procedures applied in the audit of the basic
financial statements and, accordingly, we do not express an opinion or provide any assurance on it.

OTHER REPORTING REQUIRED BY GOVERNMENT AUDITING STANDARDS

In accordance with Government Auditing Standards, we have also issued our report dated June 24, 2020 on
our consideration of the Transit’s internal control over financial reporting and on our tests of its compliance
with certain provisions of laws, regulations, contracts, 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 Transit’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 the Transit’s internal control
over financial reporting and compliance.

W%,WMA?«A, Lanisisihe, Rostiisnich. & Co., Pt

Minneapolis, Minnesota
June 24, 2020
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MINNESOTA RIVER VALLEY TRANSIT

Assets
Cash and investments
Receivables (net of allowance)
Accounts
Due from other governmental units
Inventory

Capital assets
Vehicles and equipment
Less accumulated depreciation

Total capital assets, net of depreciation

Total assets

Liabilities

Accounts and contracts payable
Salaries and withholdings payable
Due to other governmental units
Compensated absences

Due within one year

Due in more than one year

Total long-term liabilities

Total liabilities
Net position
Net investment in capital assets
Unrestricted

Total net position

Total liabilities and net position

See notes to basic financial statements

Statement of Net Position
as of December 31, 2019

Governmental
Activities

$ 102,686

24,807
75,899
3,081

516,685
(213,506)
303,179

$ 509,652

$ 10,968
19,470
84,647

15,901
18,491
34,392

149,477

303,179
56,996
360,175

$ 509,652



MINNESOTA RIVER VALLEY TRANSIT

Statement of Activities
Year Ended December 31, 2019

Net (Expense)
Revenue
and Changes
Program Revenues in Net Position
Operating Capital Total
Charges for Grants and Grants and Governmental
Functions/Programs Expenses Services Contributions Contributions Activities
Governmental activities
Transit $ 969,721 $ 177,623 $ 542,415 $ 63,430 $  (186,253)
General revenues
Miscellaneous 956
Investment earnings 917
Gain on sale of assets 3,915
Total general revenues 5,788
Change in net position (180,465)
Net position — beginning 540,640
Net position — ending $ 360,175

See notes to basic financial statements -5-
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Balance Sheet
Governmental Funds
as of December 31, 2019

General Fund

Assets
Cash and investments $ 102,686
Receivables
Accounts 24,807
Due from other governmental units 75,899
Inventory 3,081
Total assets $ 206,473
Liabilities
Accounts and contracts payable $ 10,968
Salaries and withholdings payable 19,470
Due to other governmental units 84,647
Total liabilities 115,085
Fund balances
Nonspendable 3,081
Unassigned 88,307
Total fund balances 91,388
Total liabilities and fund balances $ 206,473

See notes to basic financial statements
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Reconciliation of the Balance Sheet to the
Statement of Net Position
Governmental Funds
as of December 31, 2019

Total fund balances — governmental funds $ 91,388
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 as assets in governmental funds.
Cost of capital assets 516,685
Less accumulated depreciation (213,506)

Long-term liabilities are included in net position, but are excluded from fund balances until due
and payable.

Compensated absences payable (34,392)

Total net position — governmental activities $ 360,175

See notes to basic financial statements -7-



MINNESOTA RIVER VALLEY TRANSIT
Statement of Revenue, Expenditures, and Changes in Fund Balances

Governmental Funds
Year Ended December 31, 2019

General Fund

Revenue
Intergovernmental $ 820,781
Charges for services 177,623
Investment earnings 917
Other 956
Total revenue 1,000,277

Expenditures

Personnel 644,178
Administrative 64,213
Vehicle
Operations 119,218
Insurance 20,680
Capital outlay
Vehicles 79,288
Total expenditures 927,577
Excess of revenue over expenditures 72,700

Other financing sources
Sale of assets 3,915

Net change in fund balances 76,615

Fund balances
Beginning of year 14,773

End of year $ 91,388

See notes to basic financial statements -8-
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Reconciliation of the Statement of
Revenues, Expenditures, and Changes in Fund Balances
to the Statement of Activities
Governmental Funds
Year Ended December 31, 2019

Total net change in fund balances — governmental funds
Amounts reported for governmental activities in the Statement of Activities are different because:

Capital outlays are reported in governmental funds as expenditures; however, in the Statement of
Activities, the cost of those assets is allocated over the estimated useful lives as depreciation
expense.

Capital outlay

Depreciation expense

Deferred receivables are not available to pay for current expenditures and, therefore, are deferred in

the funds.
Deferred grants receivable

Certain expenses are included in the change in net position, but do not require the use of current
financial resources, and are not reported as expenditures in governmental funds, until actually due.
Compensated absences

Change in net position — governmental activities

See notes to basic financial statements -9-

$ 76,615

79,288
(87,040)

(214,936)

(34,392)

8 (180465



MINNESOTA RIVER VALLEY TRANSIT

Statement of Revenue, Expenditures, and Changes in Fund Balances

Revenue
Intergovernmental
Charges for services
Investment earnings
Other

Total revenue

Expenditures

Personnel
Administrative
Vehicle

Operations

Insurance
Capital outlay

Vehicles

Total expenditures

Excess (deficiency) of revenues
over expenditures

Other financing sources
Sale of capital assets

Net change in fund balances

Fund balances
Beginning of year

End of year

See notes to basic financial statements

Budget and Actual
General Fund

Year Ended December 31, 2019

Original and Over (Under)
Final Budget Actual Final Budget
$ - $ 820,781 $ 820,781
156,000 177,623 21,623

- 917 917
— 956 956
156,000 1,000,277 844,277
622,520 644,178 21,658
47,366 64,213 16,847
128,008 119,218 (8,790)
25,000 20,680 (4,320)
— 79,288 79,288
822,894 927,577 104,683
(666,894) 72,700 739,594
— 3,915 3,915
3 (666,894) 76,615 $ 743,509
14,773
$ 91,388

-10-




MINNESOTA RIVER VALLEY TRANSIT

Notes to Basic Financial Statements
December 31, 2019

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Organization

Minnesota River Valley Transit (the Transit) was established in 2017 through a joint powers agreement,
combining the public transit operations of the City of Saint Peter and the City of Le Sueur. The Transit is
governed by four boardmembers who are appointed by the member entities. The Joint Powers Board
consists of two member representatives from the City Council of each city. The joint powers agreement
shall continue in force until a party gives the other contracting parties 12 months’ written notice of its
termination, delivered to the city administrator of each city. The termination will be effective on
January 1st of the next calendar year.

The purpose of the Transit is to provide a coordinated service delivery and funding source for public
transportation throughout the City of Le Sueur and the City of Saint Peter.

For financial reporting purposes, the Transit’s financial statements are not included within the member
cities’ financial statements because the Transit is not a component unit of the cities. In addition, the Transit
has no component units.

B. Reporting Entity

A joint venture is a legal entity resulting from a contractual agreement that is owned, operated, or governed
by two or more participants as a separate and specific activity subject to joint control, in which the
participants retain either an ongoing financial interest or an ongoing financial responsibility. The Transit,
as described above, is considered a joint venture of the member cities.

The government-wide financial statements are reported using the economic resources measurement focus
and the accrual basis of accounting. Revenues are recorded when earned and expenses are recorded when
a liability is incurred, regardless of the timing of related cash flows. Grants and similar items are recognized
as revenue as soon as all eligibility requirements imposed by the provider have been met.

C. Government-Wide Financial Statements

The government-wide financial statements (Statement of Net Position and Statement of Activities) display
information about the reporting government as a whole. These statements include all of the financial
activities of the Transit. The Statement of Activities demonstrates the degree to which the direct expenses
of a given function or segment are offset by program revenues. Direct expenses are those that are clearly
identifiable with a specific function or segment. Program revenues include: 1) charges to customers or
applicants who purchase, use, or directly benefit from goods, services, or privileges provided by a given
function or segment; 2) operating grants and contributions; and 3) capital grants and contributions. Any
taxes and other internally directed revenues are reported as general revenues.

The operating grants and contributions include operating specific and discretionary grants, while the capital
grants and contributions include capital specific grants and contributions.

The government-wide financial statements are reported using the economic resources measurement focus
and the accrual basis of accounting. Revenues are recorded when earned and expenses are recorded when
a liability is incurred, regardless of the timing of related cash flows. Grants and similar items are recognized
as revenue when all eligibility requirements imposed by the provider have been met.

-11-



NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Net position represents the difference between assets and liabilities in the government-wide financial
statements. Net investment in capital assets consists of capital assets, net of accumulated depreciation,
reduced by the outstanding balance of any long-term debt used to build or acquire the capital assets. Net
position is reported as restricted in the government-wide financial statements when there are limitations on
use through external restrictions imposed by creditors, grantors, or laws or regulations of other
governments.

D. Fund Financial Statement Presentation

The accounts of the Transit are organized on the basis of funds, each of which is considered a separate
accounting entity. The operations of each fund are accounted for with a separate set of self-balancing
accounts that comprise its assets, liabilities, fund balance, revenue, and expenditures. The resources of the
Transit are accounted for in one fund:

General Fund — The General Fund is the primary operating account of the Transit and is used to
account for all financial resources except those required to be accounted for in another fund.

Separate fund financial statements are provided for governmental funds, with major individual
governmental funds reported in separate columns. Governmental fund financial statements are reported
using the current financial resources measurement focus and the modified accrual basis of accounting. With
this measurement focus, only current assets and current liabilities generally are included on the Balance
Sheet. Operating statements of this fund present increases (revenue and other financing sources) and
decreases (expenditures and other financing uses) in fund balances. Under this basis of accounting,
transactions are recorded in the following manner:

1. Revenue Recognition — Revenue is recognized when it becomes measurable and available.
“Measurable” means the amount of the transaction can be determined and “available” means
collectible within the current period or soon enough thereafter to be used to pay liabilities of the
current period. For this purpose, the Transit considers revenues to be available if collected within
60 days after year-end. Grants and similar items are recognized as revenue when all eligibility
requirements imposed by the provider have been met. Grant advances received for which not all
eligibility requirements have been met are reported as unearned revenue at year-end. All significant
revenue sources are considered susceptible to accrual.

2. Recording of Expenditures — Expenditures are generally recorded when a liability is incurred.
Capital asset acquisitions are reported as capital outlay expenditures in the governmental funds.
Compensated absences are recorded only when due.

E. Budget

The Transit’s Joint Powers Board adopts an annual budget for the General Fund on the modified accrual
basis of accounting. Budgetary control is at the fund level. All appropriations lapse at year-end.

The Joint Powers Board prepares an annual budget presented to each member unit of government for review
and comment no later than July 31 of each year. The Joint Powers Board considers any such comments
received by a member unit of government in good faith; however, the Joint Powers Board shall have
exclusive and final decision-making authority with respect to its budget. The budget is effective January 1
of each year and is adopted on a basis consistent with accounting principles generally accepted in the United
States of America. Expenditures exceeded budgeted amounts in the General Fund by $104,683 during the
year.

-12-



NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
F. Use of Estimates

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

G. Cash and Investments

The Transit categorizes its fair value measurements within the fair value hierarchy established by
accounting principles generally accepted in the United States of America. The hierarchy is based on the
valuation inputs used to measure the fair value of the asset. Level 1 inputs are quoted prices in active
markets for identical assets; Level 2 inputs are significant other observable inputs; and Level 3 inputs are
significant unobservable inputs. Debt securities classified in Level 2 of the fair value hierarchy are valued
using a matrix pricing technique. Matrix pricing is used to value securities based on the securities’
relationship to benchmark quoted prices.

H. Receivables

The Transit utilizes an allowance for uncollectible accounts to value its receivables; however, it considers
all of its current receivables to be collectible.

I. Inventories

Inventories are stated at cost for supplies and at the lower cost or acquisition value for inventory held for
resale, cost being determined by the first-in, first-out method.

J. Compensated Absences

It is the Transit’s policy to permit employees to accumulate earned, but unused, vacation and sick pay
benefits. In the government-wide financial statements, sick leave is expensed as used or when it becomes
likely it will be paid as termination pay and vacation is expensed when incurred. A liability for these
amounts is reported in governmental funds only if they have matured, for example, as a result of employee
resignations and retirements. Compensated absences are paid by the General Fund.

Paid vacation and sick leave are granted to all permanent, full-time employees of the Transit. Vacation
benefits vary with the length of service of the employee. Sick leave can be accumulated up to 130 working
days.

An employee of the Transit with more than six months of service who leaves the Transit in good standing,

is paid for all unused and accrued vacation time. An employee who leaves the Transit may also receive pay
for a percentage of accumulated sick days, up to 60 percent.

-13-



NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

K. Net Position

In the government-wide financial statements, net position represents the difference between assets and
liabilities, and is displayed in the following components:

Net Investment in Capital Assets — Consists of capital assets, net of accumulated depreciation,
reduced by any outstanding debt attributable to acquire capital assets.

Restricted Net Position — Consists of net position restricted when there are limitations imposed
on their use through external restrictions imposed by creditors, grantors, or laws or regulations of
other governments.

Unrestricted Net Position — All other net position that do not meet the definition of “restricted”
or “net investment in capital assets.”

The Transit applies restricted resources first when an expense is incurred for which both restricted and
unrestricted resources are available.

L. Fund Balance Classifications

In the fund financial statements, governmental funds report fund balance in classifications that disclose
constraints for which amounts in those funds can be spent. These classifications are as follows:

Nonspendable — Consists of amounts that are not in spendable form, such as prepaid items,
inventory, and other long-term assets.

Restricted — Consists of amounts related to externally imposed constraints established by creditors,
grantors, or contributors; or constraints imposed by state statutory provisions.

Committed — Consists of internally imposed constraints that are established by resolution of the
Joint Powers Board. Those committed amounts cannot be used for any other purpose unless the
Joint Powers Board removes or changes the specified use by taking the same type of action it
employed to previously commit those amounts.

Assigned — Consists of internally imposed constraints consisting of amounts intended to be used
by the Transit for specific purposes that do not meet the criteria to be classified as restricted or
committed. In governmental funds, assigned amounts represent intended uses established by the
governing body itself or by an official to which the governing body delegates the authority.

Unassigned — The residual classification for the General Fund.

When both restricted and unrestricted resources are available for use, it is the Transit’s policy to first use
restricted resources, and then use unrestricted resources as they are needed. When committed, assigned, or
unassigned resources are available for use, it is the Transit’s policy to use resources in the following order:
1) committed, 2) assigned, and 3) unassigned.
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NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
M. Risk Management

The Transit is exposed to various risks of loss related to torts: theft of, damage to, and destruction of assets;
error and omissions; and natural disasters. The Transit participates in the League of Minnesota Cities
Insurance Trust (LMCIT), a public entity risk pool for its general property, casualty, and other
miscellaneous insurance coverages. The LMCIT operates as a common risk management and insurance
program for a large number of cities in Minnesota. The Transit pays an annual premium to the LMCIT for
insurance coverage. The LMCIT agreement provides that the trust will be self-sustaining through member
premiums and will reinsure through commercial companies for claims in excess of certain limits for each
insured event. The Transit also carries commercial insurance for certain other risks of loss, including
employee health insurance. Settled claims resulting from these risks have not exceeded commercial
insurance coverage in any of the past three fiscal years. There were no significant reductions in insurance
coverage during 2019.

NOTE 2 — CASH AND INVESTMENTS

Cash balances of the Transit’s funds are combined (pooled) and held by the City of Saint Peter on behalf
of the Transit, and are invested to the extent available in various investments authorized by Minnesota
Statutes. None of these amounts represent deposits with financial institutions. As such, the Transit does not
have a formal deposit or investment policy.

NOTE 3 - CAPITAL ASSETS

Capital assets, which include property, plant, and equipment, are reported in the government-wide financial
statements. Such assets are recorded at historical cost. The costs of normal maintenance and repairs that do
not add to the value of the asset are not capitalized. Donated capital assets are recorded at estimated
acquisition value at the date of donation.

Capital asset amounts reported for governmental activities in the Statement of Net position are different
than the balances in the governmental funds Balance Sheet because capital assets used in governmental
activities are not financial resources and, therefore, are not reported in the General Fund. The General Fund
reports capital outlay as expenditures. In the governmental activities Statement of Activities, the cost of
these assets is allocated over their estimated useful lives and reported as depreciation expense.

For financial statement purposes only, a capitalization threshold is established for each capital asset
category as follows:

Land and land improvements $ 25,000
Other improvements $ 50,000
Buildings $ 50,000
Building improvements $ 50,000
Machinery and equipment $ 5,000
Vehicles $ 5,000
Infrastructure $ 100,000
Other assets $ 5,000
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NOTE 3 - CAPITAL ASSETS (CONTINUED)

Property, plant, and equipment are depreciated using the straight-line method over the following estimated
useful lives:

Assets Years
Land improvements 15-20
Buildings and improvements 10-40
System improvements/infrastructure 15-50
Machinery and equipment 5-15
Vehicles 5-15
Other assets 5-15

Capital asset activity for the year ended December 31, 2019 was as follows:
Error! Not a valid link.
NOTE 4 - RELATED PARTIES

The Transit utilizes personnel assigned to the Transit by certain members of its member agencies. Under
the terms of the joint powers agreement established by the Transit, the Joint Powers Board may enter into
interagency agreements or otherwise provide for the establishment, funding, coordination, administration,
financial reporting, human resource management, and operation of public transportation services. The value
of the contributed services not reimbursed to the member agencies has not been recognized in the Statement
of Revenues, Expenditures, and Changes in Fund Balances or the Statement of Activities.

NOTE 5- COMMITMENTS

On December 15, 2016, the Transit (lessee) signed a lease for use of the transit joint services building with
the City of Le Sueur (lessor). The term of this lease commenced on January 1, 2017, and will terminate
when indicated by either party providing a 120-day notice.

The lessee shall pay to the lessor, as rent under this lease agreement, the sum of $20,563 per year to be paid
in equal monthly installments commencing January 1, 2017, in the amount of $1,714, with succeeding
installments in like amounts to be due monthly thereafter during the term of this lease. Any installment of
rent accruing under the provisions of this lease that shall not be paid when due, shall require the lessee, at
lessor’s option, to pay in addition to such rent, a late payment penalty of 5 percent of such rental payment.
During 2019, the Transit paid $20,563 relating to this lease agreement.
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NOTE 5- COMMITMENTS (CONTINUED)

On November 9, 2016, the Transit (lessee) signed a lease for use of the City Hall building with the City of
Saint Peter (lessor). The terms of this lease commenced on January 1, 2017, and will terminate when
indicated by either party providing a 120-day notice.

The lessee shall pay to the lessor, as rent under this lease agreement, the sum of $14,310 per year to be paid
in equal monthly installments commencing January |, 2017, in the amount of $1,193, with succeeding
installments in like amounts to be due monthly thereafter during the term of this lease. Any installment of
rent accruing under the provisions of this lease that shall not be paid when due, shall require the lessee, at
the lessor’s option, to pay in addition to such rent, a late payment penalty of 5 percent of such rental
payment. During 2019, the Transit paid $14,310 relating to this lease agreement.

NOTE 6 - SUBSEQUENT EVENT

Shortly after the fiscal year-end, the spread of the novel coronavirus (COVID-19) around the world has
caused significant volatility in the U.S. economy and financial markets. There is significant uncertainty
around the breadth and duration of business disruptions related to COVID-19, as well as its impact on the
U.S. and international economies. At this time, the Transit is unable to determine what effect this may have
on its future financial condition and operations.
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS

BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED

IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Joint Powers Board and Management
Minnesota River Valley Transit
Saint Peter, 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 the
major fund of the Minnesota River Valley Transit (the Transit) as of and for the year ended December 31,
2019, and the related notes to the financial statements, which collectively comprise the Transit’s basic
financial statements, and have issued our report thereon dated June 24, 2020.

INTERNAL CONTROL OVER FINANCIAL REPORTING

In planning and performing our audit of the financial statements, we considered the Transit’s internal
control over financial reporting (internal control) to determine the audit procedures that are appropriate in
the circumstances for the purpose of expressing our opinions on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the Transit’s internal control. Accordingly, we do
not express an opinion on the effectiveness of the Transit’s internal control.

Our consideration of internal control was for the limited purpose described in the preceding paragraph and
was not designed to identify all deficiencies in internal control that might be material weaknesses or
significant deficiencies and, therefore, material weaknesses or significant deficiencies may exist that were
not identified. However, as discussed below, we identified a deficiency in internal controls that we consider
to be a significant deficiency.

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 combination of deficiencies, in
internal control, such that there is a reasonable possibility that a material misstatement of the Transit’s
financial statements will not be prevented, or detected and corrected, on a timely basis. We did not identify
any deficiencies in internal control that we consider to be material weaknesses.

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.
We consider the deficiency in internal control described in the accompanying Schedule of Findings as
finding 2019-001, to be a significant deficiency.

(continued)
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COMPLIANCE AND OTHER MATTERS

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

RESPONSE TO THE FINDING

The Transit’s response to the finding identified in our audit is described in the accompanying Schedule of
Findings. The Transit’s response was not subjected to the auditing procedures applied in the audit of the
financial statements and accordingly, we express no opinion on it.

PURPOSE OF THIS REPORT

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the Transit’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 Transit’s internal control and compliance. Accordingly,
this report is not suitable for any other purpose.

WM,WM%, Lanisosshe, Rictissmict. & Co., P A

Minneapolis, Minnesota
June 24, 2020
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INDEPENDENT AUDITOR’S REPORT

ON MINNESOTA LEGAL COMPLIANCE

To the Joint Powers Board and Management
Minnesota River Valley Transit
Saint Peter, 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 the
major fund of the Minnesota River Valley Transit (the Transit) as of and for the year ended December 31,
2019, and the related notes to the financial statements, which collectively comprise the Transit’s basic
financial statements, and have issued our report thereon dated June 24, 2020.

MINNESOTA LEGAL COMPLIANCE

In connection with out audit, nothing came to our attention that caused us to believe that the Transit failed
to comply with the provisions of the claims and disbursements, deposits and investments, contracting and
bidding, conflicts of interest, and miscellaneous provisions sections of the Minnesota Legal Compliance
Audit Guide for Other Political Subdivisions, promulgated by the State Auditor pursuant to Minnesota
Statutes 8 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 Transit’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 is not suitable for any other purpose.

Wabley, Hortugus, Kerossshi, Rostsasict. § Co., £ 8

Minneapolis, Minnesota
June 24, 2020
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MINNESOTA RIVER VALLEY TRANSIT

Schedule of Findings
December 31, 2019

FINDINGS — INTERNAL CONTROLS - SIGNIFICANT DEFICIENCY
SIGNIFICANT DEFICIENCY IN INTERNAL CONTROL OVER FINANCIAL REPORTING
2019-001 Segregation of Duties

Criteria — Internal control over financial reporting.

Condition — The Minnesota River Valley Transit (the Transit) has limited segregation of duties
in several areas, including the processing of payroll transactions, cash receipts, and cash
disbursements.

Cause — The limited segregation of duties is primarily caused by the limited size of the
Transit’s finance department staff.

Effect — One important element of internal accounting controls is an adequate segregation of
duties such that no one individual should have responsibility to execute a transaction, have
physical access to the related assets, and have responsibility or authority to record the
transaction. A lack of segregation of duties subjects the Transit to a higher risk that errors or
fraud could occur and not be detected in a timely manner in the normal course of business.

Context — This is a current year finding.

Recommendation — This condition is common to organizations of your size. We recommend
that the Transit segregate duties as best it can within the limits of the staff available. Any
modifications in internal control in this area should be viewed from a cost-benefit perspective.

Management’s Response— The Transit reviews and makes improvements to its internal
control structure on an ongoing basis and attempts to maximize the segregation of duties in all
areas within the limits of the staff available. However, the Transit does not consider it
cost-beneficial at this time to increase the size of its staff in order to further segregate
accounting functions. Management of the Transit will continue to monitor this deficiency and
segregate duties as best as it can within the limits of the staff available.
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