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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Honorable Mayor and City Council
City of Moorhead
Moorhead, 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, the discretely presented component unit, each major fund, and the aggregate remaining fund
information of the City of Moorhead, as of and for the year ended December 31, 2020, and the related
notes to the financial statements, which collectively comprise the City of Moorhead’s basic financial
statements, and have issued our report thereon dated June 23, 2021. Our report includes a reference
to other auditors who audited the financial statements of the Moorhead Public Housing Agency and the
Moorhead Public Service Commission. This report does not include the results of the other auditors’
testing of internal control over financial reporting or compliance and other matters that are reported on
separately by those auditors.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the City of Moorhead’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 City of
Moorhead’s internal control. Accordingly, we do not express an opinion on the effectiveness of the City
of Moorhead’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control such that there is a reasonable possibility that a material
misstatement of the entity’s financial statements will not be prevented, or detected and corrected on a
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness yet important enough to merit attention by those charged
with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies
may exist that have not been identified. We did identify certain deficiencies in internal control, described
in the accompanying schedule of findings and questioned costs as items 2020-001 and 2020-002 that
we consider to be material weaknesses.
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Honorable Mayor and City Council
City of Moorhead

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Moorhead’s financial statements
are free from material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements, nhoncompliance 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.

City of Moorhead’s Response to Findings

The City of Moorhead’s response to the findings identified in our audit is described in the accompanying
schedule of findings and questioned costs. The City of Moorhead’s responses were not subjected to the
auditing procedures applied in the audit of the financial statements and, accordingly, we express no
opinion on them.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
entity’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR EACH MAJOR
FEDERAL PROGRAM, REPORT ON INTERNAL CONTROL OVER COMPLIANCE,
AND REPORT ON THE SCHEDULE OF EXPENDITURES OF
FEDERAL AWARDS REQUIRED BY THE UNIFORM GUIDANCE

Honorable Mayor and City Council
City of Moorhead
Moorhead, Minnesota

Report on Compliance for Each Major Federal Program

We have audited the City of Moorhead’s compliance with the types of compliance requirements
described in the OMB Compliance Supplement that could have a direct and material effect on each of
the City of Moorhead’s major federal programs for the year ended December 31, 2020. The City of
Moorhead’s major federal programs are identified in the summary of auditors’ results section of the
accompanying Schedule of Findings and Questioned Costs.

Management’s Responsibility

Management is responsible for compliance with federal statutes, regulations, and the terms and
conditions of its federal awards applicable to its federal programs.

Auditors’ Responsibility

Our responsibility is to express an opinion on compliance for each of the City of Moorhead’s major
federal programs based on our audit of the types of compliance requirements referred to above. 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). Those standards and the Uniform
Guidance require that we plan and perform the audit to obtain reasonable assurance about whether
noncompliance with the types of compliance requirements referred to above that could have a direct
and material effect on a major federal program occurred. An audit includes examining, on a test basis,
evidence about the City of Moorhead’s compliance with those requirements and performing such other
procedures as we considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major
federal program. However, our audit does not provide a legal determination of the City of Moorhead’s
compliance.
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Honorable Mayor and City Council
City of Moorhead

Opinion on Each Major Federal Program

In our opinion, the City of Moorhead complied, in all material respects, with the types of 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, 2020.

Report on Internal Control Over Compliance

Management of the City of Moorhead is responsible for establishing and maintaining effective internal
control over compliance with the types of compliance requirements referred to above. In planning and
performing our audit of compliance, we considered the City of Moorhead’s internal control over
compliance with the types of requirements that could have a direct and material effect on each major
federal program to determine the auditing procedures that are appropriate in the circumstances for the
purpose of expressing an opinion on compliance for each major federal program 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 internal control over compliance. Accordingly, we do not
express an opinion on the effectiveness of the City of Moorhead’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance
requirement of a 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.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.

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.
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Honorable Mayor and City Council
City of Moorhead

Report on Schedule of Expenditures of Federal Awards Required by the Uniform Guidance

We have audited the financial statements of the governmental activities, the discretely presented
component unit, each major fund, and the aggregate remaining fund information of the City of
Moorhead as of and for the year ended December 31, 2020, and the related notes to the financial
statements, which collectively comprise the City of Moorhead’s basic financial statements. We issued
our report thereon dated June 23, 2021, which contained unmodified opinions on those financial
statements. Our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise the basic financial statements. The accompanying schedule of expenditures
of federal awards is presented for purposes of additional analysis as required by the Uniform Guidance
and is 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 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 expenditures of federal awards is fairly stated in all
material respects in relation to the basic financial statements as a whole.
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MOORHEAD, MINNESOTA
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED DECEMBER 31, 2020

Agency or Federal
Federal Grantor/ Pass Through CFDA
Pass-Through Grantor/Program Title Number Number Expenditures
DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
Direct Programs:
Community Development Block Grant N/A 14.218  § 247,194
COVID-19 Community Development Block Grant - CARES 14.218 4,472
Total CFDA #14.218 251,666
Total Department of Housing and Urban Development 251,666
DEPARTMENT OF JUSTICE
Direct Programs:
Community Capacity Development Office - Police Overtime N/A 16.595 27,573
Community Capacity Development Office - Police Overtime N/A 16.595 8,602
Total CFDA #16.595 36,175
BJA Bulletproof Vest Partnership Program N/A 16.607 10,077
Violent Offenders Task Force 16.568 14,849
Violent Offenders Task Force 16.568 3,289
Total CFDA #16.568 18,138
Total Department of Justice 64,390
DEPARTMENT OF TRANSPORTATION
Direct Programs:
Capital - non-ARRA N/A 20.507 1,545,264
COVID-19 CARES Act-Operating, Preventive Mtce and Capital Assitance 20.507 460,730
Total CFDA #20.507 2,005,994
Passed through the State of Minnesota:
Airport Improvement Program - Apron Pavement Design Ph 2 SP-1401-27 20.106 435,558
Airport Improvement Program - Apron Pavement Design Ph 2 SP-1401-28 20.106 1,662,228
COVID-19 Airport Improvement Program - CARES 20.106 30,000
Total CFDA #20.106 2,127,786
Highway Planning & Construction 20.205 1,921,665
Blue Goose Trail 1029977 20.205 360,000
Total CFDA #20.205 2,281,665
Towards Zero Deaths - 2020 A-ENFRC20-2020-MOORHDPD-057 20.600 13,426
Towards Zero Deaths - 2021 A-ENFRC21-2021-MOORHDPD-058 20.600 248
Total CFDA #20.600 {a} 13,674
Towards Zero Deaths - 2020 A-ENFRC20-2020-MOORHDPD-057 20.608 4,038
Towards Zero Deaths - 2021 A-ENFRC21-2021-MOORHDPD-058 20.608 2,313
Total CFDA #20.608 6,351
Towards Zero Deaths - 2020 A-ENFRC20-2020-MOORHDPD-057 20.616 6,095
Towards Zero Deaths - 2021 A-ENFRC21-2021-MOORHDPD-058 20.616 4,031
Total CFDA #20.616 {a} 10,126
Total Department of Transportation 6,445,596
U.S. TREASURY DEPARTMENT
Passed through the State of Minnesota
COVID-19 Coronavirus Relief Fund 21.019 3,278,959
ENVIRONMENTAL PROTECTION AGENCY
Passed through the State of Minnesota
Water Pollution Control Revolving Fund CWRF-MOORHEAD-07 66.458 3,959,722
DEPARTMENT OF HOMELAND SECURITY
Passed through the State of Minnesota
Public Assistance Disaster Grant DR-4442 97.036 19,566
Public Assistance Disaster Grant DR 4531 97.036 88,151
Total CFDA #97.036 107,717
Total Department of Homeland Security 107,717
TOTAL EXPENDITURES OF FEDERAL AWARDS $14,108,050

{a} Total Highway Safety Cluster = $23,800

The notes to the Schedule of Expenditures of Federal Awards are an integral part of this schedule.
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NOTE 1

NOTE 2

MOORHEAD, MINNESOTA
NOTES SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED DECEMBER 31, 2020

BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards (the Schedule) includes the
federal grant activity of the City of Moorhead under programs of the federal government for
the year ended December 31, 2020. The information in the Schedule is presented in
accordance with the 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). Because the Schedule presents only a selected portion of the
operations of the City of Moorhead, it is not intended to and does not present the financial
position, changes in net position, or cash flows of the City of Moorhead.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Expenditures reported on the Schedule are reported on the modified accrual basis of
accounting. Such expenditures are recognized following the cost principles contained in the
Uniform Guidance for all awards, with the exception of CFDA 21.019, which follows criteria
determined by the Department of Treasury for allowability of costs. Under these principles,
certain types of expenditures are not allowable or are limited as to reimbursement. The City
of Moorhead does not charge indirect costs to its federal programs and therefore does not
utilize the de minimus indirect cost rate allowed under the Uniform Guidance.
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MOORHEAD, MINNESOTA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED DECEMBER 31, 2020

SECTION | - SUMMARY OF AUDITORS’ RESULTS
Financial Statements
Type of auditors’ report issued: Unmodified
Internal control over financial reporting:

e Material weakness(es) identified? X yes no

o Significant deficiency(ies) identified? yes X none reported

Noncompliance material to financial statements
noted? yes X no

Federal Awards
Internal control over major programs:

e Material weakness(es) identified? yes X no

o Significant deficiency(ies) identified? yes X none reported

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

Any audit findings disclosed that are required
to be reported in accordance with
2 CFR 200.516(a)? yes X no

Identification of major programs:

CFDA Numbers Name of Federal Program or Cluster

20.106 and COVID-19 20.106 Airport Improvement Program

20.507 and COVID-19 20.507 Federal Transit Cluster

COVID-19 21.019 Coronavirus Relief Fund

66.458 Clean Water State Revolving Funds Cluster
Dollar threshold used to distinguish between Type A
and Type B programs: $750,000
Auditee qualified as low-risk auditee? yes X no
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MOORHEAD, MINNESOTA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2020

SECTION Il - FINANCIAL STATEMENT FINDINGS

2020-001 Material Weakness: Seqregation of Duties

Criteria: Generally, a system of internal control contemplates separation of duties such that no
individual has responsibility to execute a transaction and have responsibility or authority to record the
transaction without review of approval by another individual.

Condition: During our review of the City’s internal controls we noted that there is one individual within
the payroll department who controls the entire payroll process, from inputting employees and
corresponding wage rates to initiating and processing the payroll each pay period, without subsequent
reviews by separate personnel.

Cause: In recent years there were some re-assigning of duties and department structures, which
resulted in the lack of segregation of duties over this function.

Effect: The City does not have sufficient segregation of duties over the payroll process.

Recommendation: We recommend that the City reviews its payroll process and personnel and
reassign or redistribute responsibilities such that there is adequate segregation of duties within this
function. Generally, the process of inputting employee information and wage rates lies within the HR
department, as way to segregate that from those processing the regular payroll.

Views of Responsible Officials: Management reorganized in 2019 and placed the payroll position into
the finance department which was in the human resources department. Upon making the move, the
new finance director recognized the duties of payroll resided with one employee only. Changes are
underway to correct this issue.

In addition, the City implemented new financial software in early 2021. The new software provided
additional opportunity to assess employee responsibilities and utilize controls within the new finance
system. This new alignment of duties in the new finance software has been implemented as of the audit
report date.

2020-002 Material Weakness: Material Audit Adjustments

Criteria: The City should have proper financial procedures and controls in place to ensure that year-
end adjustments and reconciliations are correct and properly reviewed and all activity is appropriate
included within the year-end financial statements.

Condition: During the performance of our audit procedures we noted two audit adjustments to grants
revenue and related deferred inflows for unavailable revenue which were material to their respective
opinion units. Certain grant funds were recognized as revenue though they did not meet the availability
criteria while certain other grant funds were deferred though they did meet revenue recognition criteria.

Cause: The restatements above were the result of an oversight that caused the proper revenue
recognition criteria to not be applied.

Effect: Revenue was overstated by a net of $1,511,932.
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MOORHEAD, MINNESOTA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2020

Recommendation: We recommend that the City review its procedures and controls related to year-end
adjustments and reporting to ensure there are sufficient reviews in place to prevent misstatements.

Views of Responsible Officials: Management does not disagree with the finding and will work to
ensure all governmental revenues are properly assess for revenue recognition, including the availability
criteria.

SECTION lil - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

None noted.
SECTION IV — MINNESOTA LEGAL COMPLIANCE

None noted.
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INDEPENDENT AUDITORS’ REPORT ON MINNESOTA LEGAL COMPLIANCE

Honorable Mayor and City Council
City of Moorhead
Moorhead, 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, discretely presented component unit, each major fund, and the aggregate remaining fund
information of the City of Moorhead, Minnesota, as of December 31, 2020, and the related notes to the
financial statements, which collectively comprise the City’s basic financial statements and have issued
our report thereon dated June 23, 2021. We did not audit the Moorhead Public Housing Agency, which
represents the amounts shown as the discretely presented component unit, or the Moorhead Public
Service Commission, which constitutes the electric and water funds of the City. These were audited by
other auditors, who issued their respective reports on Minnesota legal compliance.

In connection with our audit, nothing came to our attention that caused us to believe that the City of
Moorhead failed to comply with the provisions of the contracting and bidding, deposits and investments,
conflicts of interest, public indebtedness, claims and disbursements, miscellaneous provisions, and tax
increment financing sections of the Minnesota Legal Compliance Audit Guide for Cities, 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
City's noncompliance with the above-referenced provisions, insofar as they relate to accounting
matters.

The purpose of this report is solely to describe the scope of our testing of compliance relating to the
provisions of the Minnesota Legal Compliance Audit Guide for Cities and the results of that testing, and
not to provide an opinion on compliance. Accordingly, this report is not suitable for any other purpose.
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CliftonLarsonAllen LLP

Minneapolis, Minnesota
June 23, 2021
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