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May 11, 2026 
 
Board of Supervisors and Management 
635 2nd Street  
Milaca, MN 56353 
 
Dear Board of Supervisors and Management: 
 
This letter is provided in connection with our engagement to audit the financial statements of Mille Lacs Soil and 
Water Conservation District as of and for the year ended December 31, 2025. Professional standards require that we 
communicate with you certain items including our responsibilities with regard to the financial statement audit and 
the planned scope and timing of our audit, including significant risks we have identified.  
 
Our Responsibilities 
 
As stated in our engagement letter dated January 5, 2026, we are responsible for conducting our audit in accordance 
with auditing standards generally accepted in the United States of America and in accordance with Government 
Auditing Standards, for the purpose of forming and expressing an opinion(s) about whether the financial statements 
that have been prepared by management, with your oversight, are prepared, in all material respects, in accordance 
with accounting principles generally accepted in the United States of America. Our audit does not relieve you or 
management of your respective responsibilities. 
 
Our responsibility relating to other information, whether financial or nonfinancial information (other than financial 
statements and the auditor’s report thereon), included in the entity’s annual report includes only the information 
identified in our report. We have no responsibility for determining whether the names of supervisors are properly 
stated. We require that we receive the final version of the annual report (including all the documents that, together, 
comprise the annual report) in a timely manner prior to the date of the auditor’s report, or if that is not possible, as 
soon as practicable and, in any case, prior to the entity’s issuance of such information. 
 
Planned Scope of the Audit 
 
Our audit will include examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements; therefore, our audit will involve judgment about the number of transactions to be examined and the areas 
to be tested. Our audit is designed to provide reasonable, but not absolute, assurance about whether the financial 
statements as a whole are free of material misstatement, whether due to error, fraudulent financial reporting, 
misappropriation of assets, or violations of laws or governmental regulations. Because of this concept of reasonable 
assurance and because we will not examine all transactions, there is a risk that material misstatements may exist and 
not be detected by us. 
 
Our audit will include obtaining an understanding of the entity and its environment, including its internal control, 
sufficient to assess the risks of material misstatement of the financial statements and as a basis for designing the 
nature, timing, and extent of further audit procedures, but not for the purpose of expressing an opinion on the 
effectiveness of the entity’s internal control over financial reporting. However, we will communicate to you at the 
conclusion of our audit any material weaknesses or significant deficiencies identified. We will also communicate to 
you: 

•  Any violation of laws or regulations that come to our attention; 
•  Our views relating to qualitative aspects of the entity’s significant accounting practices, including 

accounting policies, accounting estimates, and financial statement disclosures; 
•  Significant difficulties, if any, encountered during the audit;  
•  Disagreements with management, if any, encountered during the audit;  
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•  Significant unusual transactions, if any;  
•  The potential effects of uncorrected misstatements on future-period financial statements; and  
•  Other significant matters that are relevant to your responsibilities in overseeing the financial reporting 

process. 
 
Although we are currently in the planning stage of our audit, we have identified the following significant risks 
during our audit to date that require special audit consideration: 
 

1.  Revenue Recognition – With the significant amount of money received through grants, we will reconcile 
grants to ensure that the proper amount of revenue and expense is recorded. We will randomly select direct 
expenditures and test billable time to make sure they are in compliance. 

2.  Management Override – This is a significant risk in all audits, due to lack of internal controls and segregation 
of duties based on the size of the entity.  

 
This information is intended solely for the information and use of management and the Board of Supervisors and is 
not intended to be and should not be used by anyone other than these specified parties. 
 
Sincerely, 
 
 
 
Peterson Company Ltd 
 
Peterson Company Ltd 
570 Cherry Drive 
Waconia, MN 55387 
 


