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Description of the Office of the State Auditor

The Office of the State Auditor (OSA) helps ensure financial integrity and accountability in local
government financial activities. The OSA is the constitutional office that oversees more than $40 billion
in annual financial activity by local governments and approximately $20 billion of federal funding
financial activity.

The OSA performs around 90 financial and compliance audits per year and has oversight responsibilities
for over 3,300 local units of government throughout the state. The office maintains the following seven
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e Audit Practice: Helps ensure fiscal integrity by conducting financial and compliance audits of
local governments and the federal compliance audit of the State of Minnesota.

e Constitution: Connects with the public via external communication, media relations, legislative
coordination, and public engagements for the State Auditor.

This division also supports the State Auditor’s service on the State Executive Council, State
Board of Investment, Land Exchange Board, Public Employees Retirement Association Board,
Minnesota Housing Finance Agency, the Minnesota Historical Society, and the Rural Finance
Authority Board.

e Government Information: Collects, analyzes, and shares local government financial data to
assist in policy and spending decisions; administers and supports financial tools including the
Small Cities and Towns Accounting System (CTAS) software and infrastructure comparison tools.

e Legal/Special Investigations: Provides legal analysis and counsel to the OSA and responds to
outside inquiries about Minnesota local law relevant to local government finances; investigates
local government financial records in response to specific allegations of theft, embezzlement, or
unlawful use of public funds or property.

e Operations: Ensures the office runs efficiently by providing fiscal management and technology
support to the office.

e Pension: Analyzes investment, financial, and actuarial reporting for Minnesota’s local public
pension plans and monitors pension plan operations.

e Tax Increment Financing (TIF): Promotes compliance and accountability in local governments’
use of tax increment financing through education, reporting, and compliance reviews.

This document can be made available in alternative formats upon request. Call 651-296-2551 [voice] or
1-800-627-3529 [relay service] for assistance or visit the Office of the State Auditor’s website:
WWWw.osa.state.mn.us
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Board of Directors
Larry Knutson
Kevin Campbell
Betty Murphy
Leland Rogness
Gary Kneisl
Bill Stearns

Officer
Chris McConn

Fergus Falls, Minnesota

Organization

Prairie Lakes Municipal Solid Waste Authority

December 31, 2022
Position County Term Expires

Member Becker December 2022
Chair Clay December 2022
Member Otter Tail December 2022
Vice Chair Otter Tail December 2022
Member Todd December 2022
Member Wadena December 2022
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STATE OF MINNESOTA

OSA
Julie Blaha t - 525 Park Street

State Auditor Office of the State Auditor Saint Paul, MN 55103

Independent Auditor’s Report

Board of Directors
Prairie Lakes Municipal Solid Waste Authority
Fergus Falls, Minnesota

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of the Prairie Lakes Municipal Solid Waste Authority, a component unit of
Otter Tail County, Minnesota, as of and for the year ended December 31, 2022, and the related notes to the
financial statements, which collectively comprise the Prairie Lakes Municipal Solid Waste Authority’s basic financial
statements, as listed in the table of contents.

In our opinion, the accompanying financial statements referred to above present fairly, in all material respects, the
financial position of the Prairie Lakes Municipal Solid Waste Authority as of December 31, 2022, and the respective
changes in financial position and its cash flows thereof for the year then ended in accordance with accounting
principles generally accepted in the United States of America.

Basis for Opinion

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 Prairie Lakes Municipal Solid Waste Authority 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 opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America, 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 Prairie Lakes Municipal Solid Waste Authority’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.

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 opinion.
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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 auditing standards generally accepted in the United States of America
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 auditing standards generally accepted in the United States of America and
Government Auditing Standards, we:

e exercise professional judgment and maintain professional skepticism throughout the audit;

e 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;

e 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
Prairie Lakes Municipal Solid Waste Authority’s internal control. Accordingly, no such opinion is expressed;

e 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; and

e conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about the Prairie Lakes Municipal Solid Waste Authority’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, PERA retirement plan schedules, and Notes to the Required Supplementary Information 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 (GASB),
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.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated September 8, 2023, on
our consideration of the Prairie Lakes Municipal Solid Waste Authority’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
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of the Prairie Lakes Municipal Solid Waste Authority’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 Prairie Lakes Municipal Solid Waste Authority’s internal control over financial reporting and
compliance.

/s/Julie Blaha /s/Chad Struss
Julie Blaha Chad Struss, CPA
State Auditor Deputy State Auditor

September 8, 2023
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Prairie Lakes Municipal Solid Waste Authority
Fergus Falls, Minnesota

Management’s Discussion and Analysis
December 31, 2022
(Unaudited)

Introduction

Prairie Lakes Municipal Solid Waste Authority’s (Authority) Management’s Discussion and Analysis (MD&A)
provides an overview of the Authority’s financial activities for the fiscal year ended December 31, 2022. Since this
information is designed to focus on the current year’s activities, resulting changes, and currently known facts, it
should be read in conjunction with the Authority’s financial statements.

The Authority is a joint powers enterprise operation of Becker, Clay, Otter Tail, Todd and Wadena Counties (the
Counties). The Authority was created to cooperate in a joint venture to operate and manage a waste management
system within the Counties. The purpose, without limitation, shall include ownership and operation of the Perham
Resource Recovery Facility (PRRF) in Perham, Minnesota. All five counties signed waste supply agreements
reflecting delivery commitments proportionate to their percent ownership, except that Clay County’s obligation is
a minimum of 9,400 tons and a maximum of 11,000 tons. The Counties of Otter Tail, Todd and Wadena have
waste designation ordinances that require all processable Municipal Solid Waste (MSW) generated in their county
be delivered to the Authority for the purpose of ensuring waste supply commitments. Neither Becker nor Clay
County have a waste designation ordinance.

Financial Highlights

e MSW processed by the Perham Resource Recovery Facility totaled 52,695 tons in 2022. This is a decrease
from the 53,213 tons processed in 2021.

e Member counties currently have the following percent ownerships:

o Becker 22%
o Clay 15%
o Otter Tail 39%
o Todd 14%
o Wadena 10%

Overview of the Financial Statements

This MD&A is intended to serve as an introduction to the basic financial statements. The Authority’s basic
financial statements consist of two parts: the financial statements and the notes to the financial statements. The
MD&A (this section) is required to accompany the basic financial statements and, therefore, is included as
required supplementary information.

The financial statements present different views of the Authority’s financial activities and consist of the following:

The statement of net position reports the assets, deferred outflows of resources, liabilities, and deferred
inflows of resources, with the difference being reported as net position. Over time, increases or decreases
in net position may serve as a useful indicator of whether the financial position of the Authority is improving
or deteriorating.
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The statement of revenues, expenses, and changes in net position provides information on an aggregate
view of the Authority’s finances. All of the current year’s revenues and expenses are taken into account

regardless of when the cash was received or paid.

The statement of cash flows provides sources and uses of cash for the Authority.

The financial statements were prepared by the Otter Tail County Auditor’s Office from the detailed books and

records of the Authority.

Financial Analysis

The following comparative condensed financial statements and other selected information serve as the key financial

data and indicators for management, monitoring, and planning.

As can be seen from the table below, total assets decreased by $1,469,790. Liabilities decreased by $1,041,448 in

2022.
Condensed Statement of Net Position
Change
2022 2021 Dollar Percent (%)
Assets
Current and other assets S 2,567,129 S 2,585,731 S (18,602) (0.7)
Capital assets — net of depreciation 25,635,069 27,086,257 (1,451,188) (5.4)
Total Assets $28,202,198 $29,671,988 $ (1,469,790) (4.9)

Deferred Outflows of Resources

Deferred pension outflows S 607,469 S 804,614 S (197,145) (24.5)
Liabilities

Current liabilities $ 2,200,220 $ 2,380,673 $ (180,453) (7.6)
Long-term debt outstanding 22,336,736 24,154,637 (1,817,901) (7.5)
Other noncurrent liabilities 2,427,319 1,470,413 956,906 65.1
Total Liabilities $26,964,275 $ 28,005,723 $ (1,041,448) (3.7)

Deferred Inflows of Resources

Deferred pension inflows S 50,132 S 1,054,449 S (1,004,317) (95.2)
Net Position

Net investment in capital assets S 3,907,168 S 3,542,694 S 364,474 10.3
Unrestricted (2,111,908)  (2,126,264) 14,356 (0.7)
Total Net Position S 1,795,260 S 1,416,430 S 378,830 26.7

The Authority’s total net position for the year ended December 31, 2022, was $1,795,260, an increase of $378,830

from the prior year.

(Unaudited)
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Condensed Statement of Revenues, Expenses, and Changes in Net Position

Increase/ Percent (%)
2022 2021 (Decrease) Change
Operating Revenues
Charges for services S 9,614,700 S 8,601,835 $§ 1,012,865 11.8
Miscellaneous 481,353 449,488 31,865 7.1
Total Operating Revenues $ 10,096,053 S 9,051,323 $§ 1,044,730 11.5
Operating Expenses
Administration and overhead S 6,781,411 S 6,288,613 § 492,798 7.4
Transportation and disposal 515,849 542,191 (26,342) (4.9)
Depreciation 1,819,224 1,795,430 23,794 1.3
Total Operating Expenses S 9,116,484 S 8,626,234 § 490,250 5.7
Operating Income (Loss) S 979,569 S 425,089 $§ 554,480 130.4
Nonoperating Revenues (Expenses)
Intergovernmental revenues S 9,000 S 2,798 S 6,202 221.7
Forgiveness of advance from primary
government - 270,000 (270,000) (100.0)
Gain (loss) on disposal of capital assets - (3,223) 3,223 100.0
Interest income 506 - 506 n/a
Interest expense (610,245) (770,562) 160,317 20.8
Total Nonoperating Revenues (Expenses) $ (600,739) S (500,987) $ (99,752) 19.9
Change in Net Position S 378830 S (75,898) S 454,728 (599.1)
Revenues

The Authority’s operating revenues are derived from various sources
a. Member County Monthly Fees

Member counties pay a fixed monthly fee in return for their respective share of the processing capacity
of the facility.

b. Special Waste Tipping Fees

Special waste is non-standard waste such as document destruction, industrial wastes, and waste
generated from law enforcement that are charged per ton and require special processing.

c. Material Sales

Recyclables such as aluminum, tin, cardboard, and plastic bottles that are captured by the front-end
Material Recovery Facility are typically baled for sale ultimately to be recycled into new usable products.

d. Steam Sales

Steam generated by combustion of the waste, and an auxiliary natural gas boiler is sold to Bongards
Creamery and Tuffy’s Pet Foods.

The Authority raised its tipping fee from $135.00 per ton in 2021 to $138.00 per ton in 2022. The fees as
shown are the calculation of annual cost to member counties divided by projected processing capacity as
determined during the budgeting process.
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Expenses

Utility costs were up 29.8 percent from 2021, mainly due to the cost of natural gas. The cost of insurance
was down $289,267, or 52.6%. This was part of a change in property insurance provider and anniversary
date for the insurance binder from December 31 to July 31.

Budgetary Highlights

The Authority’s Board creates an annual operating budget, which includes proposed expenses and capital
expenditures. Staff prepare the draft budget using historical information to determine operating expenses.
This proposed draft budget is presented to the Board for review. Necessary changes are made to the draft
budget before the Board approves the final budget. The Authority’s operating budget remains in effect the
entire year, but individual items in that budget may be revised. The Board is presented with detailed
monthly financial statements; however, they are not reported on, nor shown in the financial statement
section of this report.

Total operating revenues were $10,096,053, an 11.5 percent increase over 2021.

Total revenues were $1,230,658 more than budgeted. The two largest factors were sales of recyclables and
steam. Sale of recyclables (aluminum, tin, etc.) was $205,299 above budget due to market pricing. Steam
Sales were $996,997 above budget. Steam sales pricing is tied by contract to the market price of natural gas.

Total expenses were $854,509 more than budgeted. Much of this was due to natural gas costs being
$706,871 higher than budgeted due to market pricing.

Capital Assets

Capital assets totaled $25,635,069 at December 31, 2022, versus $27,086,257 at December 31, 2021. The
only addition to capital assets in 2022 was for refractory re-lining of the north unit.

Long-Term Liabilities

Long-term liabilities consist of advances from Otter Tail County of $22,336,736 and compensated absences
payable of $368,110.

Economic and Other Factors

The Authority considered many factors when setting the fiscal year 2022 budget.
Primary factors that have been discussed lately include:

a. Property insurance costs

b. Recyclable material sales

c. Natural gas costs and steam sales revenue

d. Electricity costs

Contacting the Authority’s Financial Management

This financial report is designed to provide our five member counties, citizens of the five counties,
commercial customers, and creditors with a general overview of the Authority’s finances and to show the

(Unaudited) Page 8



Authority’s accountability for revenues and expenses. If you have questions about this report or need
additional financial information, contact Chris McConn, Executive Director, Prairie Lakes Municipal Solid
Waste Authority, 1115 North Tower Road, Fergus Falls, Minnesota 56537, or at
cmcconn@co.ottertail.mn.us.
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Prairie Lakes Municipal Solid Waste Authority
Fergus Falls, Minnesota

Assets

Current assets
Cash and cash equivalents
Accounts receivable
Due from other governments
Prepaid items

Total current assets
Noncurrent assets
Capital assets
Nondepreciable
Depreciable — net
Total noncurrent assets

Total Assets

Deferred Outflows of Resources

Deferred pension outflows
Liabilities

Current liabilities
Accounts payable
Salaries payable
Advance from other government — current
Due to other governments
Due to primary government
Accrued interest payable
Loans payable — current
Compensated absences payable — current

Total current liabilities

Noncurrent liabilities
Advance from other government
Compensated absences payable —long-term
Net pension liability
Total noncurrent liabilities

Total Liabilities

Deferred Inflows of Resources

Deferred pension inflows
Net Position

Net investment in capital assets
Unrestricted

Total Net Position

Statement of Net Position

December 31, 2022

The notes to the financial statements are an integral part of this statement.

Exhibit 1

2,313,117
242,408
18

11,586

2,567,129

25,489
25,609,580

25,635,069

28,202,198

607,469

91,959
105,756
1,655,000
135,107
95,902

25

12,901
103,570

2,200,220

22,336,736
368,110
2,059,209

24,764,055

26,964,275

50,132

3,907,168
(2,111,908)

1,795,260
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Prairie Lakes Municipal Solid Waste Authority
Fergus Falls, MN

Statement of Revenues, Expenses, and Changes in Net Position
For the Year Ended December 31, 2022

Operating Revenues
Charges for services
Miscellaneous

Total Operating Revenues

Operating Expenses
Personal services
Professional services
Contracted services
Office
Chemicals and consumables
Utilities
Insurance
Repairs and maintenance
Transportation and disposal
Depreciation

Total Operating Expenses
Operating Income (Loss)
Nonoperating Revenues (Expenses)
Intergovernmental
State
PERA contribution
Interest income
Interest expense
Total Nonoperating Revenues (Expenses)
Change in net position

Net Position — January 1

Net Position — December 31

The notes to the financial statements are an integral part of this statement.

Exhibit 2

9,614,700
481,353

10,096,053

2,951,466
39,346
744,343
216,878
836,984
1,714,421
261,082
16,891
515,849
1,819,224

9,116,484

979,569

9,000
506
(610,245)

(600,739)

378,830

1,416,430

1,795,260
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Prairie Lakes Municipal Solid Waste Authority
Fergus Falls, Minnesota

Exhibit 3
Statement of Cash Flows
For the Year Ended December 31, 2022
Cash Flows from Operating Activities
Receipts from customers and users S 10,070,324
Payments to employees (2,794,775)
Payments to suppliers (4,381,926)
Net cash provided by (used in) operating activities S 2,893,623
Cash Flows from Noncapital Financing Activities
Intergovernmental S 9,000
Cash Flows from Capital and Related Financing Activities
Advance from primary government S (150,000)
Principal paid on long-term debt (1,765,000)
Principal paid on loan (50,662)
Interest paid on long-term debt (616,624)
Interest paid on loan (1,317)
Purchase of capital assets (368,036)
Net cash provided by (used in) capital and related financing activities S (2,951,639)
Cash Flows from Investing Activities
Investment earnings received S 506
Net Increase (Decrease) in Cash and Cash Equivalents S (48,510)
Cash and Cash Equivalents — January 1 2,361,627
Cash and Cash Equivalents — December 31 S 2,313,117
Reconciliation of Operating Income (Loss) to Net Cash Provided by
(Used in) Operating Activities
Operating income (loss) S 979,569
Adjustments to reconcile operating income (loss) to net cash
provided by (used in) operating activities
Depreciation expense S 1,819,224
(Increase) decrease in accounts receivable (37,711)
(Increase) decrease in prepaid items (4,179)
(Increase) decrease in due from other governments 11,982
(Increase) decrease in deferred pension outflows 197,145
Increase (decrease) in accounts payable (37,400)
Increase (decrease) in salaries payable 1,166
Increase (decrease) in compensated absences payable 43,606
Increase (decrease) in due to other governments 1,268
Increase (decrease) in deferred pension inflows (1,004,317)
Increase (decrease) in net pension liability 923,270
Total adjustments S 1,914,054
Net Cash Provided by (Used in) Operating Activities S 2,893,623

The notes to the financial statements are an integral part of this statement. Page 12



Prairie Lakes Municipal Solid Waste Authority
Fergus Falls, Minnesota

Notes to the Financial Statements
As of and for the Year Ended December 31, 2022

Note 1 — Summary of Significant Accounting Policies

The Prairie Lakes Municipal Solid Waste Authority’s (Prairie Lakes) financial statements are prepared in
accordance with accounting principles generally accepted in the United States of America (GAAP) for the year
ended December 31, 2022. The Governmental Accounting Standards Board (GASB) is responsible for establishing
GAAP for state and local governments through its pronouncements (statements and interpretations). The more
significant accounting policies established in GAAP and used by Prairie Lakes are discussed below.

Financial Reporting Entity

Prairie Lakes is a joint enterprise operation of Becker, Clay, Otter Tail, Todd, and Wadena Counties (the Counties).
Prairie Lakes was originally established by a joint powers agreement dated May 4, 2010, pursuant to Minn. Stat.

§ 471.59, Joint Powers Act, and included the Counties of Becker, Otter Tail, Todd, and Wadena. The original joint
powers agreement was later amended, effective October 21, 2014, to include Clay County as a member.

Each of the Counties is authorized and obligated, pursuant to Minn. Stat. chs. 115A and 400, to provide for the
management and disposal of solid waste in its respective county. It is the intention of the Counties to cooperate in
a joint venture to operate and manage a waste management system within the Counties. This purpose, without
limitation, shall include ownership and operation of the Perham Resource Recovery Facility. The facility is located
in Perham, Minnesota, and the administrative office is located in Fergus Falls, Minnesota.

Prairie Lakes is governed by a six-member Board of Directors—one member appointed from Becker, Clay, Todd,
and Wadena Counties and two from Otter Tail County. Receipts and disbursements are recorded in the Prairie
Lakes Municipal Solid Waste Authority Fund by Otter Tail County. Contribution percentages for the Counties were
set up in the joint powers agreement as follows: Becker — 22 percent, Clay — 15 percent, Otter Tail — 39 percent,
Todd — 14 percent, and Wadena — 10 percent.

Prairie Lakes is a component unit of Otter Tail County because it is fiscally dependent on Otter Tail County. Prairie
Lakes’ financial statements are discretely presented in the Otter Tail County financial statements.

Basic Financial Statements

The accounts of Prairie Lakes are organized as an enterprise fund. Operating revenues, such as charges for
services, result from exchange transactions associated with providing services. Exchange transactions are those in
which each party receives and gives up essentially equal values. Nonoperating revenues, such as interest income,
grants, and member county contributions, result from nonexchange transactions or incidental activities.
Operating expenses are all expenses incurred to provide services. Expenses not meeting this definition are
reported as nonoperating expenses. Prairie Lakes’ net position is reported in three parts: (1) net investment in
capital assets, (2) restricted net position, and (3) unrestricted net position.
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Prairie Lakes Municipal Solid Waste Authority
Fergus Falls, Minnesota

Measurement Focus and Basis of Accounting

Prairie Lakes’ financial statements are reported using the economic resources measurement focus and the full
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.

When both restricted and unrestricted resources are available for use, it is Prairie Lakes’ policy to use restricted
resources first and then unrestricted resources as needed.

Assets, Liabilities, Deferred Outflows/Inflows of Resources, and Net Position

Cash and Cash Equivalents

For the purposes of the statement of cash flows, cash and cash equivalents include cash and pooled investments.
Prairie Lakes’ cash is pooled and invested with Otter Tail County and is treated as a cash equivalent because
Prairie Lakes can deposit or effectively withdraw cash at any time without prior notice or penalty. Interest is
credited to the Prairie Lakes Municipal Solid Waste Authority Fund. Otter Tail County obtains collateral to cover
the deposits in excess of insurance coverage.

Prepaid Items

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as prepaid
items in the financial statements.

Capital Assets

Capital assets, which include property, plant, and equipment, are reported in the financial statements. Prairie
Lakes does not have a formal policy in place to define capital assets. Instead, it currently uses the capital asset
listing developed by the City of Perham at the time of the sale of the facility from the City of Perham to the
Counties. Assets are recorded at historical cost or estimated historical cost if purchased or constructed. Donated
capital assets are recorded at acquisition value on the date of donation.

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

Major outlays for capital assets and improvements are capitalized as projects are constructed.

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

Estimated Useful Lives of Capital Assets

Assets Years
Buildings 20-40
Machinery, furniture, equipment, and vehicles 3-20

Page 14



Prairie Lakes Municipal Solid Waste Authority
Fergus Falls, Minnesota

Compensated Absences

The liability for compensated absences reported in the financial statements consists of unpaid, accumulated
annual vacation and sick leave balances. The liability has been calculated using the vesting method, in which leave
amounts for both employees who currently are eligible to receive termination payments and other employees
who are expected to become eligible in the future to receive such payments upon termination are included.
Compensated absences are accrued when incurred. The current portion consists of amounts earned in a one-year
period. The noncurrent portion consists of the remaining amount of vacation and vested sick leave.

Long-Term Obligations

Long-term liabilities consist of advances from Otter Tail County.

Deferred Outflows/Inflows of Resources

In addition to assets, the statement of net position reports a separate section for deferred outflows of resources.
This separate financial statement element, deferred outflows of resources, represents a consumption of net
assets that applies to a future period(s) and will not be recognized as an outflow of resources (expense) until then.
Prairie Lakes has one item, deferred pension outflows, that qualifies for reporting in this category.

In addition to liabilities, the statement of financial position reports a separate section for deferred inflows of
resources. This separate financial statement element, deferred inflows of resources, represents an acquisition of
net assets that applies to a future period(s) and will not be recognized as an inflow of resources (revenue) until
that time. Prairie Lakes has one item, deferred pension inflows, that qualifies for reporting in this category.

Pension Plan

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. Plan investments are reported at fair value.

Equity Classifications

Equity is classified as net position. Net investment in capital assets represents capital assets, net of accumulated
depreciation, reduced by debt attributed to the acquisition, construction, or improvement of the assets.
Unrestricted net position is net position that does not meet the definition of “restricted” or “net investment in
capital assets.”

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, deferred outflows of resources, liabilities, deferred inflows of resources; 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 — Detailed Notes

Assets
Deposits
Prairie Lakes’ total cash and cash equivalents are reported as follows:

Cash and Cash Equivalents at December 31, 2022

Cash and cash equivalents S 2,313,117

Prairie Lakes is authorized by Minn. Stat. §§ 118A.02 and 118A.04 to designate a depository for public funds and
to invest in certificates of deposit. Prairie Lakes is required by Minn. Stat. § 118A.03 to protect deposits with
insurance, surety bond, or collateral. The market value of collateral pledged shall be at least ten percent more
than the amount on deposit at the close of the financial institution’s banking day, not covered by insurance or
bonds.

Authorized collateral includes treasury bills, notes and bonds; issues of U.S. government agencies; general
obligations rated “A” or better or revenue obligations rated “AA” or better; irrevocable standby letters of credit
issued by the Federal Home Loan Bank; and certificates of deposit. Minnesota statutes require that securities
pledged as collateral be held in safekeeping in a restricted account at the Federal Reserve Bank or in an account at
a trust department of a commercial bank or other financial institution not owned or controlled by the financial
institution furnishing the collateral.

Custodial Credit Risk

Custodial credit risk is the risk that in the event of a financial institution failure, Prairie Lakes’ deposits may not be
returned to it. Prairie Lakes does not have a deposit policy for custodial credit risk. Prairie Lakes pools its deposits
with Otter Tail County. Otter Tail County, in a fiscal agent capacity, carries collateral to cover deposits in excess of
Federal Deposit Insurance Corporation coverage.

Receivables
Receivables as of December 31, 2022, are as follows:

Receivables as of December 31, 2022

Accounts S 242,408
Due from other governments 18
Total Receivables S 242,426

No allowance for uncollectible receivables has been provided because such amounts are not expected to be
material.
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Capital Assets
Capital asset activity for the year ended December 31, 2022, was as follows:

Changes in Capital Assets for the Year Ended December 31, 2022

Beginning Decrease/
Balance Increase Adjustments Ending Balance
Capital assets not depreciated
Land S 25,489 S - S - S 25,489
Capital assets depreciated
Buildings S 34,477,221 S - S - S 34,477,221
Machinery, furniture, and equipment 4,253,800 368,036 - 4,621,836
Total capital assets depreciated S 38,731,021 S 368,036 S - $ 39,099,057
Less: accumulated depreciation for
Buildings S 9,718,640 S 1,427,412 S - $ 11,146,052
Machinery, furniture, and equipment 1,951,613 391,812 - 2,343,425
Total accumulated depreciation S 11,670,253 S 1,819,224 S - S 13,489,477
Total capital assets depreciated, net  $ 27,060,768 S  (1,451,188) S - § 25,609,580
Capital Assets, Net S 27,086,257 S  (1,451,188) S - § 25,635,069

Depreciation expense for the year was $1,819,224.
Liabilities
Payables

Current payables at December 31, 2022, were as follows:

Payables at December 31, 2022

Accounts S 91,959
Salaries 105,756
Advance from primary government 1,655,000
Due to other governments 135,107
Due to primary government 95,902
Accrued interest 25
Loans 12,901
Compensated absences 103,570

Total Current Payables S 2,200,220

Loan Payable

In 2019, Prairie Lakes entered into a loan agreement with United Community Bank for the financing of a 2019
front-end wheel loader. The total amount received by Prairie Lakes was $195,318. Repayment began in 2019.
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The future minimum obligations as of December 31, 2022, were as follows:

Future Minimum Obligations as of December 31, 2022

Future Minimum

Year Ending December 31 Obligations
2023 S 12,995
Less: amount representing interest (94)
Loan Payable Balance S 12,901

Advance from Primary Government

Otter Tail County has advanced funds to Prairie Lakes with resources received from bond issuances. The County
issued $10,475,000 in General Obligation Disposal System Revenue Bonds, $19,380,000 in General Obligation
Waste Disposal Revenue Bonds, $1,065,000 in General Obligation Waste Disposal Revenue Bonds, and $2,000,000
in General Obligation Waste Disposal Revenue Bonds in order to finance the acquisition/expansion and
improvements of the resource recovery facility. The proceeds from the sale of these bonds were recognized by
Otter Tail County. Prairie Lakes’ repayment of the advance to the County is essentially equal to the principal and
interest on the bonds for the year.

During 2019, Otter Tail County issued $6,365,000 in Taxable General Obligation Disposal Revenue Refunding
Bonds that will refund the $10,475,000 General Obligation Disposal System Revenue Bonds and resulted in Prairie
Lakes increasing the principal payments owed to Otter Tail County by $150,000, but will result in a lower total
future cash outlay, as the refunding bonds were issued with a lower interest rate than the refunded bonds. During
2021, Otter Tail County issued $13,635,000 in General Obligation Waste Disposal Revenue Refunding Bonds, to
advance refund the $19,380,000 General Obligation Waste Disposal Revenue Bonds, Series 2013A, which resulted
in Prairie Lakes decreasing the principal payments owed to Otter Tail County by $270,000, due to a premium
received on the refunding bonds. This will also result in a lower future cash outlay, as the refunding bonds were
issued with a lower interest rate than the refunded bonds.

On December 31, 2015, Otter Tail County advanced funds to Prairie Lakes to zero out a negative pooled cash
balance. The advance balance consists of the following at December 31, 2022:

Advances from Primary Government at December 31, 2022

Installment Interest
Type of Indebtedness Maturity Amounts Rate (%) Original Balance

Advance from primary government — 2015 - Varies 0.25 S 2,788,620 S 2,276,736
$105,000-

Advance from primary government — 2018 2028 $125,000 3.00-4.00 1,065,000 685,000
$670,000-

Advance from primary government — 2019 2030 $805,000 1.85-2.45 6,365,000 5,715,000
$190,000-

Advance from primary government — 2020 2031 $215,000 1.15-2.00 2,000,000 1,830,000
$690,000-

Advance from primary government — 2021 2034 $1,820,000 1.15-2.00 13,635,000 13,485,000

Total Advance from Primary Government S 25,853,620 S 23,991,736
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Repayment of the 2015 advance from other government will be through a combination of $1 per ton of waste
received at the Prairie Lakes facility as well as 50 percent of any revenues above expenses at the end of each year,
exclusive of the first $200,000 set aside as major capital expenses. Because of the variable repayment amounts, a
final debt payment schedule is not available. The following payment schedule does not include the debt service
applicable to this advance.

The future minimum obligations as of December 31, 2022, were as follows:

Future Minimum Obligations as of December 31, 2022

Future Minimum

Year Ending December 31 Obligations
2023 S 2,220,045
2024 2,211,350
2025 2,215,746
2026 2,212,594
2027 2,212,565
2028-2032 10,329,108
2033-2034 3,720,420
Total future minimum advance payments S 25,121,828
Less: amount representing interest (3,406,828)
Advance Balance S 21,715,000

Changes in Long-Term Liabilities

Long-term liability activity for the year ended December 31, 2022, was as follows:

Changes in Long-Term Liabilities for the Year Ended December 31, 2022

Beginning Ending Due Within
Balance Additions Reductions Balance One Year
Loan S 63,563 S - S 50,662 S 12,901 §$ 12,901
Advance from primary government 25,906,736 - 1,915,000 23,991,736 1,655,000
Compensated absences 428,074 227,929 184,323 471,680 103,570
Long-Term Liabilities S 26,398,373 S 227,929 S 2,149,985 S 24,476,317 S 1,771,471

Pension Plan

Defined Benefit Pension Plan

Plan Description

All full-time and certain part-time employees of Prairie Lakes are covered by a defined benefit pension plan
administered by the Public Employees Retirement Association of Minnesota (PERA). PERA administers the General
Employees Retirement Plan (the General Employees Plan), which is a cost-sharing, multiple-employer retirement
plan. The plan is established and administered in accordance with Minn. Stat. chs. 353 and 356. PERA’s defined
benefit pension plan is a tax qualified plan under Section 401(a) of the Internal Revenue Code.
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The General Employees Plan (accounted for in the General Employees Fund) has multiple benefit structures with
members belonging to the Coordinated Plan, the Basic Plan, or the Minneapolis Employees Retirement Fund.
Coordinated Plan members are covered by Social Security, and the Basic Plan and Minneapolis Employees
Retirement Fund members are not. The Basic Plan was closed to new members in 1967. The Minneapolis
Employees Retirement Fund was closed to new members during 1978 and merged into the General Employees
Plan in 2015. All new members must participate in the Coordinated Plan, for which benefits vest after five years of
credited service. No Prairie Lakes employees belong to either the Basic Plan or the Minneapolis Employees
Retirement Fund.

Benefits Provided

PERA provides retirement benefits as well as disability benefits to members and benefits to survivors upon death
of eligible members. Benefit provisions are established by state statute and can be modified only by the state
legislature. Benefit increases are provided to benefit recipients each January.

General Employees Plan benefit recipients will receive a post-retirement increase equal to 50 percent of the cost-
of-living adjustment announced by the Social Security Administration, with a minimum increase of at least 1.00
percent and maximum of 1.50 percent. Recipients that have been receiving the annuity or benefit for at least a
full year as of the 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 the June 30 before the
effective date of the increase will receive a reduced prorated increase. For members retiring on January 1, 2024,
or later, the increase will be delayed until normal retirement age (age 65 if hired prior to July 1, 1989, or age 66
for individuals hired on or after July 1, 1989). Members retiring under the Rule of 90 are exempt from the delay to
normal retirement.

The benefit provisions stated in the following paragraph of this section are current provisions and apply to active
plan participants. Vested, terminated employees who are entitled to benefits, but are not yet receiving them, are
bound by the provisions in effect at the time they last terminated their public service.

Benefits are based on a member’s highest average salary for any 60 consecutive months of allowable service, age,
and years of credit at termination of service. In the General Employees Plan, two methods are used to compute
benefits for Coordinated Plan members. Members hired prior to July 1, 1989, receive the higher of a step-rate
benefit accrual formula (Method 1) or a level accrual formula (Method 2). Under Method 1, the annuity accrual
rate for a Coordinated Plan member is 1.20 percent of average salary for each of the first ten years of service and
1.70 percent of average salary for each remaining year. Under Method 2, the annuity accrual rate is 1.70 percent
for Coordinated Plan members for each year of service. Only Method 2 is used for members hired after June 30,
1989.

For General Employees Plan members hired prior to July 1, 1989, a full annuity is available when age plus years of
service equal 90, and normal retirement age is 65. For members hired on or after July 1, 1989, normal retirement
age is the age for unreduced Social Security benefits capped at 66. Disability benefits are available for vested
members and are based on years of service and average high-five salary.

Contributions

Pension benefits are funded from member and employer contributions and income from the investment of fund
assets. Rates for employer and employee contributions are set by Minn. Stat. ch. 353. These statutes are
established and amended by the state legislature. General Employees Plan members were required to contribute
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6.50 percent of their annual covered salary in 2022. The employer was required to contribute 7.50 percent of
annual covered salary in 2022. The employee and employer rates did not change from 2021.

Prairie Lakes’ contributions for the General Employees Plan for the year ended December 31, 2022, were
$150,258. The contributions are equal to the statutorily required contributions as set by state statute.

Pension Costs
General Employees Plan

At December 31, 2022, Prairie Lakes reported a liability of $2,059,209 for its proportionate share of the General
Employees Plan’s net pension liability. The net pension liability was measured as of June 30, 2022, and the total
pension liability used to calculate the net pension liability was determined by an actuarial valuation as of that
date. Prairie Lakes’ proportion of the net pension liability was based on Prairie Lakes’ contributions received by
PERA during the measurement period for employer payroll paid dates from July 1, 2021, through June 30, 2022,
relative to the total employer contributions received from all of PERA’s participating employers. At June 30, 2022,
Prairie Lakes’ proportion was 0.0260 percent. It was 0.0266 percent measured as of June 30, 2021. Prairie Lakes
recognized pension expense of $275,356 for its proportionate share of the General Employees Plan’s pension
expense.

Legislation requires the State of Minnesota to contribute $16 million to the General Employees Plan annually until
September 15, 2031. Prairie Lakes recognized an additional $9,000 as grant revenue and pension expense for its
proportionate share of the State of Minnesota’s pension expense related to the special funding situation.

General Employees Plan
Employer’s Share of the Net Pension Liability and the State’s Related Liability

As of December 31, 2022
Prairie Lakes’ proportionate share of the net pension liability S 2,059,209
State of Minnesota’s proportionate share of the net pension liability
associated with Prairie Lakes 60,229
Total S 2,119,438

Prairie Lakes 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:

General Employees Plan
Deferred Outflows of Resources and Deferred Inflows of Resources

As of December 31, 2022

Deferred Deferred

Outflows of Inflows of

Resources Resources
Differences between expected and actual economic experience S 17,200 $ 22,475
Changes in actuarial assumptions 476,467 8,440
Difference between projected and actual investment earnings 18,113 -
Changes in proportion 18,901 19,217
Contributions paid to PERA subsequent to the measurement date 76,788 -
Total S 607,469 S 50,132
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The $76,788 reported as deferred outflows of resources related to pensions resulting from contributions
subsequent to the measurement date will be recognized as a reduction of the net pension liability in the year
ended December 31, 2023. Other amounts reported as deferred outflows and inflows of resources related to
pensions will be recognized in pension expense as follows:

General Employees Plan
Schedule of Amortization of
Deferred Outflows and Inflows of Resources

As of December 31, 2022
Pension Expense
Year Ended December 31 Amount
2023 S 185,593
2024 186,812
2025 (78,081)
2026 186,225

Actuarial Assumptions

The total pension liability in the June 30, 2022, actuarial valuation was determined using the individual entry-age
normal actuarial cost method and the following additional actuarial assumptions:

Actuarial Assumptions for the Year Ended June 30, 2022

General Employees

Fund
Inflation 2.25% per year
Active Member Payroll Growth 3.00% per year
Investment Rate of Return 6.50%

Salary increases were based on a service-related table. Mortality rates for active members, retirees, survivors, and
disabilitants were based on the Pub-2010 General Employee Mortality table for the General Employees Plan, with
slight adjustments. Cost-of-living benefit increases for retirees are assumed to be 1.25 percent for the General
Employees Plan per year through December 31, 2054, and 1.50 percent per year thereafter.

Actuarial assumptions used in the June 30, 2022, valuation were based on the results of actuarial experience
studies. The experience study for the General Employees Plan was dated June 27, 2019. A review of inflation and
investment assumptions dated July 12, 2022, was utilized.

The long-term expected rate of return on pension plan investments is 6.50 percent. The State Board of
Investment, which manages the investments of PERA, prepares an analysis of the reasonableness of the long-term
expected rate of return on a regular basis 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.
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Pension Plan Investment Target Allocation and Best Estimates of
Geometric Real Rates of Return for Each Major Asset Class

Long-Term Expected

Asset Class Target Allocation Real Rate of Return
Domestic equities 33.50% 5.10%
International equities 16.50% 5.30%
Fixed income 25.00% 0.75%
Private markets 25.00% 5.90%

Discount Rate

The discount rate used to measure the total pension liability was 6.50 percent for the General Employees Plan in
2022, which remained consistent with 2021. The projection of cash flows used to determine the discount rate
assumed that employee and employer contributions will be made at the rate specified in statute. Based on that
assumption, the fiduciary net position of the General Employees Plan was projected to be available to make all
projected future benefit payments of current active and inactive employees. 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.

Changes in Actuarial Assumptions and Plan Provisions

The following change in actuarial assumptions occurred in 2022:

e The mortality improvement scale was changed from Scale MP-2020 to Scale MP-2021.

Pension Liability Sensitivity

The following presents Prairie Lakes’ proportionate share of the net pension liability calculated using the discount
rate previously disclosed, as well as what Prairie Lakes’ proportionate share of the net pension liability would be if
it were calculated using a discount rate one percentage point lower or one percentage point higher than the

current discount rate.

Sensitivity of the Employer’s Proportionate Share of the
Net Pension Liability to Changes in the Discount Rate
As of December 31, 2022

Proportionate Share of the
General Employees Plan

Net Pension
Discount Rate Liability
1% Decrease 5.50% S 3,252,628
Current 6.50% 2,059,209
1% Increase 7.50% 1,080,421

Pension Plan Fiduciary Net Position

Detailed information about the 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.
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Note 3 — Risk Management

Prairie Lakes is exposed to various risks of loss related to torts; theft of, damage to, or destruction of assets; errors
or omissions; injuries to employees, or natural disasters. Prairie Lakes has entered into a joint powers agreement
with Minnesota entities to form the Minnesota Counties Intergovernmental Trust (MCIT). MCIT is a public entity
risk pool currently operated as a common risk management and insurance program for its members. Prairie Lakes
is a member of both the MCIT Workers’ Compensation and Property and Casualty Divisions. For other risk, Prairie
Lakes carries commercial insurance. There were no significant reductions in insurance from the prior year. The
amount of settlements did not exceed insurance coverage for the past three fiscal years.

The Workers’ Compensation Division of MCIT is self-sustaining based on the contributions charged, so that total
contributions plus compounded earnings on these contributions will equal the amount needed to satisfy claims
liabilities and other expenses. MCIT participates in the Workers’ Compensation Reinsurance Association with
coverage at $500,000 per claim in 2022 and 2023. Should the MCIT Workers’ Compensation Division liabilities
exceed assets, MCIT may assess Prairie Lakes in a method and amount to be determined by MCIT.

The Property and Casualty Division of MCIT is self-sustaining, and Prairie Lakes pays an annual premium to cover
current and future losses. MCIT carries reinsurance for its property lines to protect against catastrophic losses.
Should the MCIT Property and Casualty Division liabilities exceed assets, MCIT may assess Prairie Lakes in a
method and amount to be determined by MCIT.

Prairie Lakes retains the risk for the deductible portion of the policies, which is considered immaterial to the
financial statements. At December 31, 2022, there are no other claims liabilities reported in the financial
statements based on the requirements of GASB Statement 10, Accounting and Financial Reporting for Risk
Financing and Related Insurance Issues, which requires that a liability for claims be reported if information prior to
the issuance of the financial statements and the amount of the loss can be reasonably estimated.

Note 4 — Other Item

Operating Budgets

Budget-to-Actual Comparison for the Year Ending December 31, 2022

Budget Actual Variance
Operating Revenues S 8,870,741 S 10,096,053 S 1,225,312
Operating Expenses 6,292,848 9,116,484 (2,823,636)
Operating Income (Loss) S 2,577,893 S 979,569 § (1,598,324)
Nonoperating Revenues (Expenses (2,575,212) (600,739) 1,974,473
Change in Net Position S 2,681 S 378,830 S 376,149
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Exhibit A-1
Schedule of Proportionate Share of Net Pension Liability
PERA General Employees Retirement Plan
December 31, 2022
Employer's
State's Proportionate
Proportionate Share of the Employer's
Share of the Net Pension Proportionate
Net Pension Liability and Share of the Plan
Employer's Liability the State's Net Pension Fiduciary
Employer's Proportionate Associated Related Liability Net Position
Proportion Share of the with Prairie Share of the (Asset) as a asa
of the Net Net Pension Lakes Municipal Net Pension Percentage Percentage
Pension Liability Solid Waste Liability Covered of Covered of the Total
Measurement Liability/ (Asset) Authority (Asset) Payroll Payroll Pension
Date Asset (a) (b) (a+bh) (c) (a/c) Liability
2022 0.0260 % S 2,059,209 S 60,229 S 2,119,438 1,946,023 105.82 % 76.67 %
2021 0.0266 1,135,939 34,674 1,170,613 1,912,255 59.40 87.00
2020 0.0262 1,570,810 48,424 1,619,234 1,870,488 83.98 79.06
2019 0.0257 1,420,895 44,165 1,465,060 1,821,174 78.02 80.23
2018 0.0264 1,464,564 47,924 1,512,488 1,773,732 82.57 79.53
2017 0.0265 1,691,743 21,307 1,713,050 1,709,997 98.93 75.90
2016 0.0258 2,094,832 27,321 2,122,153 1,598,933 131.01 68.91
2015 0.0249 1,290,446 N/A 1,290,446 1,463,189 88.19 78.19
This schedule is intended to show information for ten years. Additional years will be displayed as they become available.
The measurement date for each year is June 30.
N/A — Not Applicable
The notes to the required supplementary information are an integral part of this schedule.
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Schedule of Contributions

PERA General Employees Retirement Plan

December 31, 2022

Actual
Contributions
in Relation to

Exhibit A-2

Actual
Contributions

Statutorily Statutorily Contribution as a Percentage
Required Required (Deficiency) Covered of Covered
Year Contributions Contributions Excess Payroll Payroll
Ending (a) (b) (b-a) (c) (b/c)
2022 S 150,258 S 150,258 S - 2,003,436 7.50 %
2021 143,580 143,580 - 1,914,406 7.50
2020 143,185 143,185 - 1,909,129 7.50
2019 137,770 137,770 - 1,836,933 7.50
2018 136,013 136,013 - 1,813,499 7.50
2017 130,673 130,673 - 1,742,306 7.50
2016 124,213 124,213 - 1,656,187 7.50
2015 115,685 115,685 - 1,542,467 7.50

This schedule is intended to show information for ten years. Additional years will be displayed as they become available.

Prairie Lake's year-end is December 31.

The notes to the required supplementary information are an integral part of this schedule.
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Notes to the Required Supplementary Information
For the Year Ended December 31, 2022

Defined Benefit Pension Plans — Changes in Significant Plan Provisions,
Actuarial Methods, and Assumptions

The following changes were reflected in the valuation performed on behalf of the Public Employees Retirement
Association for the fiscal year June 30:

General Employees Retirement Plan

2022

e  The mortality improvement scale was changed from Scale MP-2020 to Scale MP-2021.

2021

e  The investment return and single discount rates were changed from 7.50 percent to 6.50 percent.

e  The mortality improvement scale was changed from Scale MP-2019 to Scale MP-2020.

e The price inflation assumption was decreased from 2.50 percent to 2.25 percent.
e The payroll growth assumption was decreased from 3.25 percent to 3.00 percent.

e Assumed salary increase rates were changed as recommended in the June 30, 2019, experience study. The
net effect is assumed rates that average 0.25 percent less than previous rates.

e Assumed rates of retirement were changed as recommended in the June 30, 2019, experience study. The
changes result in more unreduced (normal) retirements and slightly fewer Rule of 90 and early retirements.

e  Assumed rates of termination were changed as recommended in the June 30, 2019, experience study. The
new rates are based on service and are generally lower than the previous rates for years two to five and
slightly higher thereafter.

e  Assumed rates of disability were changed as recommended in the June 30, 2019, experience study. The
change results in fewer predicted disability retirements for males and females.

e  The base mortality table for healthy annuitants and employees was changed from the RP-2014 table to the
Pub-2010 General Employee Mortality table, with adjustments. The base mortality table for disabled
annuitants was changed from the RP-2014 Disabled Annuitant Mortality table to the Pub-2010 General/
Teacher Disabled Retiree Mortality table, with adjustments.

e  The mortality improvement scale was changed from Scale MP-2018 to Scale MP-2019.

e  The assumed spouse age difference was changed from two years older for females to one year older.
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e The assumed number of married male new retirees electing the 100 percent Joint and Survivor option
changed from 35 percent to 45 percent. The assumed number of married female new retirees electing the
100 percent Joint and Survivor option changed from 15 percent to 30 percent. The corresponding number of
married new retirees electing the Life annuity option was adjusted accordingly.

e  Augmentation for current privatized members was reduced to 2.00 percent for the period July 1, 2020,
through December 31, 2023, and 0.00 percent thereafter. Augmentation was eliminated for privatizations
occurring after June 30, 2020.

2019

e  The mortality projection scale was changed from Scale MP-2017 to Scale MP-2018.

2018

e  The mortality projection scale was changed from Scale MP-2015 to Scale MP-2017.

e  The assumed benefit increase rate was changed from 1.00 percent per year through 2044 and 2.50 percent
per year thereafter, to 1.25 percent per year.

e  The augmentation adjustment in early retirement factors is eliminated over a five-year period starting July 1,
2019, resulting in actuarial equivalence after June 30, 2024.

. Interest credited on member contributions decreased from 4.00 percent to 3.00 percent, beginning July 1,
2018.

e  Deferred augmentation was changed to 0.00 percent, effective January 1, 2019. Augmentation that has
already accrued for deferred members will still apply.

e  Contribution stabilizer provisions were repealed.

. Post-retirement benefit increases were changed from 1.00 percent per year with a provision to increase to
2.50 percent upon attainment of 90 percent funding to 50 percent of the Social Security cost of living
adjustment, not less than 1.00 percent and not more than 1.50 percent, beginning January 1, 2019.

) For retirements on or after January 1, 2024, the first benefit increase is delayed until the retiree reaches
normal retirement age; does not apply to the Rule of 90 retirees, disability benefit recipients, or survivors.

e  Actuarial equivalent factors were updated to reflect revised mortality and interest assumptions.

2017

e  The Combined Service Annuity (CSA) loads were changed from 0.80 percent for active members and 60 percent
for vested and non-vested deferred members (30 percent for deferred Minneapolis Employees Retirement Fund
members). The revised CSA loads are now 0.00 percent for active member liability, 15 percent for vested
deferred member liability, and 3.00 percent for non-vested deferred member liability.

e  The assumed post-retirement benefit increase rate was changed from 1.00 percent per year for all years to 1.00
percent per year through 2044 and 2.50 percent per year thereafter.
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e  Minneapolis Employees Retirement Fund plan provisions change the employer supplemental contribution to $21
million in calendar years 2017 and 2018 and returns to $31 million through calendar year 2031. The state’s
required contribution is $16 million in PERA’s fiscal years 2018 and 2019 and returns to $6 million annually
through calendar year 2031.

2016

e  The assumed post-retirement benefit increase rate was changed from 1.00 percent per year through 2035
and 2.50 percent per year thereafter, to 1.00 percent for all future years.

e  The assumed investment rate was changed from 7.90 percent to 7.50 percent. The single discount rate was
also changed from 7.90 percent to 7.50 percent.

e (Other assumptions were changed pursuant to the experience study dated June 30, 2015. The assumed
payroll growth and inflation were decreased by 0.25 percent. Payroll growth was reduced from 3.50 percent
to 3.25 percent. Inflation was reduced from 2.75 percent to 2.50 percent.
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STATE OF MINNESOTA

OSA
Julie Blaha t - 525 Park Street

State Auditor Office of the State Auditor Saint Paul, MN 55103

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

Independent Auditor’s Report

Board of Directors
Prairie Lakes Municipal Solid Waste Authority
Fergus Falls, 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 Prairie Lakes Municipal Solid Waste Authority (Prairie
Lakes), a component unit of Otter Tail County, Minnesota, as of and for the year ended December 31, 2022, and the
related notes to the financial statements, which collectively comprise Prairie Lake’s basic financial statements, and
have issued our report thereon dated September 8, 2023.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Prairie Lakes’ internal control over
financial reporting as a basis for designing audit procedures that are appropriate in the circumstances for the
purpose of expressing our opinion on the financial statements, but not for the purpose of expressing an opinion on
the effectiveness of Prairie Lakes’ internal control over financial reporting. Accordingly, we do not express an
opinion on the effectiveness of Prairie Lakes’ internal control over financial reporting.

A deficiency in internal control over financial reporting 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 Prairie Lakes’ 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 over financial reporting that is less severe than a
material weakness, yet important enough to merit attention by those charged with governance.

Our consideration of internal control over financial reporting 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 financial reporting
that might be material weaknesses or significant deficiencies. Given these limitations, during our audit we did not
identify any deficiencies in internal control over financial reporting that we consider to be material weaknesses.
However, material weaknesses or significant deficiencies may exist that were not identified.

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether Prairie Lakes’ 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.

Page 30

Main: (651) 296-2551 ¢ Fax: (651) 296-4755 o TTY: (800) 627-3529 e State.Auditor@ osa.state.mn.us ¢ www.osa.state.mn.us
An equal opportunity employer



mailto:State.Auditor@%20osa.state.mn.us
http://www.osa.state.mn.us/

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.

Minnesota Legal Compliance

In connection with our audit, nothing came to our attention that caused us to believe that Prairie Lakes 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 Prairie Lakes’ 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 internal control over financial reporting,
compliance, and the provisions of the Minnesota Legal Compliance Audit Guide for Other Political Subdivisions and
the results of that testing, and not to provide an opinion on the effectiveness of the Prairie Lakes’ internal control
over financial reporting or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering Prairie Lakes’ internal control over financial reporting and
compliance. Accordingly, this communication is not suitable for any other purpose.

/s/Julie Blaha /s/Chad Struss
Julie Blaha Chad Struss, CPA
State Auditor Deputy State Auditor

September 8, 2023
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