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INDEPENDENT AUDITOR’S REPORT 

To the Board of Directors of 
  Arrowhead Economic Opportunity Agency 

Report on the Audit of the Financial Statements 

Opinion 

We have audited the consolidated financial statements of Arrowhead Economic Opportunity 
Agency and subsidiaries, which comprise the consolidated statement of financial position as of 
June 30, 2025, and the related consolidated statements of activities, functional expenses, and 
cash flows for the year then ended, and the related notes to the financial statements. 

In our opinion, based on our audit and the report of the other auditors, the accompanying 
consolidated financial statements present fairly, in all material respects, the consolidated 
financial position of Arrowhead Economic Opportunity Agency and subsidiaries as of June 30, 
2025, and the changes in their net assets and their cash flows for the year then ended in 
accordance with accounting principles generally accepted in the United States of America. 

We did not audit the financial statements of the Ivy Manor Limited Partnership, a subsidiary, 
which statements reflect total assets of $5,847,764, as of December 31, 2024, and total support 
and revenues of $272,364, for the year then ended. Those statements were audited by other 
auditors, whose report has been furnished to us, and our opinion, insofar as it related to the 
amounts included for the Ivy Manor Limited Partnership, is based solely on the report of the 
other auditors.   

Basis for Opinion 

We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America (GAAS) and the standards applicable to financial audits contained in 
Government Auditing Standards issued by the Comptroller General of the United States 
(Government Auditing Standards). 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 Organization 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. The financial statements of the Ivy Manor Limited Partnership were not 
audited in accordance with Government Auditing Standards. 
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Responsibilities of Management for the Financial Statements 

Management is responsible for the preparation and fair presentation of the consolidated 
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 consolidated financial statements that are 
free from material misstatement, whether due to fraud or error. 

In preparing the consolidated financial statements, management is required to evaluate whether 
there are conditions or events, considered in the aggregate, that raise substantial doubt about 
the Organization’s ability to continue as a going concern for within one year after the date that 
the financial statements are available to be issued. 

Auditor's Responsibilities for the Audit of the Financial Statements 

Our objectives are to obtain reasonable assurance about whether the consolidated 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. 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 GAAS 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 consolidated financial 
statements. 

In performing an audit in accordance with GAAS and Government Auditing Standards, we 

• exercise professional judgment and maintain professional skepticism throughout the
audit.

• identify and assess the risks of material misstatement of the consolidated 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 consolidated financial statements.

• obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Organization’s internal control.
Accordingly, no such opinion is expressed.

• 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 consolidated financial statements.

• conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about the Organization’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. 
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Supplementary Information 

Our audit was conducted for the purpose of forming an opinion on the consolidated financial 
statements as a whole. The schedule of expenditures of federal awards, as required by Title 2 
U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost 
Principles, and Audit Requirements for Federal Awards is presented for purposes of additional 
analysis and is not a required part of the consolidated 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 consolidated financial statements. The 
information has been subjected to the auditing procedures applied in the audit of the 
consolidated financial statements and certain additional procedures, including comparing and 
reconciling such information directly to the underlying accounting and other records used to 
prepare the consolidated financial statements or to the consolidated financial statements 
themselves, and other additional procedures in accordance with GAAS. In our opinion, the 
schedule of expenditures of federal awards is fairly stated, in all material respects, in relation to 
the consolidated financial statements as a whole. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated 
December 19, 2025 on our consideration of Arrowhead Economic Opportunity Agency and 
subsidiaries’ internal control over financial reporting and on our tests of its compliance with 
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The 
purpose of that report is solely to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion 
on the effectiveness of Arrowhead Economic Opportunity Agency and subsidiaries’ 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 Arrowhead 
Economic Opportunity Agency and subsidiaries’ internal control over financial reporting and 
compliance. 

Virginia, Minnesota 
December 19, 2025
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ASSETS

CURRENT ASSETS
Cash 8,011,815$        
Grants receivable 4,397,688  
Other receivables 1,365,190  
Inventory 603,057  
Prepaid expense 381,595  
Other current assets 140,300  

 TOTAL CURRENT ASSETS 14,899,645  

LOANS RECEIVABLE 709,537  

PROPERTY AND EQUIPMENT (NET) 20,810,653  

RIGHT-OF-USE ASSETS - OPERATING LEASES 322,026  

DEFERRED COMPENSATION INVESTMENT 96,781  

 TOTAL ASSETS 36,838,642$      

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES
Accounts payable 903,017$   
Accrued paid leave 1,560,329  
Unearned revenue 1,376,807  
Current portion, operating lease liabilities 159,271  
Current portion, long-term debt  2 91,774

 TOTAL CURRENT LIABILITIES     4,291,198

LONG-TERM LIABILITIES
Deferred revenue - loans 709,537  
Deferred compensation 96,781  
Operating lease liabilities, net of current portion 147,305  
Long-term debt, net of current portion   3,064,877

 TOTAL LONG-TERM LIABILITIES   4,018,500

 TOTAL LIABILITIES 8,309,698  

NET ASSETS 
Without donor restrictions

Controlling interest
Undesignated 1,920,621  
Designated for programs 22,921,801  

Non-controlling interest
Undesignated 3,464,329  

With donor restrictions 222,193  
 TOTAL NET ASSETS 28,528,944  

 TOTAL LIABILITIES AND NET ASSETS 36,838,642$      

ARROWHEAD ECONOMIC OPPORTUNITY AGENCY
AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
June 30, 2025

The accompanying notes are an integral part of these financial statements. 
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Without Donor With Donor
Restrictions Restrictions Total

SUPPORT AND REVENUES
Federal grants

Direct 5,468,761$        -$  5,468,761$        
Flow through 12,008,074        - 12,008,074 

State grants 23,737,195        - 23,737,195 
Program income and other 9,755,877          15,021               9,770,898 
In-kind contributions 1,491,749          - 1,491,749 
Net assets released from restrictions 7,889 (7,889) - 

     TOTAL SUPPORT AND REVENUES 52,469,545        7,132 52,476,677        

EXPENSES
Program services 41,617,238        - 41,617,238 
Supporting services

Management and general 9,469,247          - 9,469,247 
Fundraising 7,888 - 7,888 

TOTAL EXPENSES 51,094,373        - 51,094,373 

Loss on disposal of fixed assets 74,580 - 74,580 

TOTAL EXPENSES AND LOSSES 51,168,953        - 51,168,953 

CHANGE IN NET ASSETS 1,300,592          7,132 1,307,724          

NET ASSETS AT BEGINNING OF YEAR 27,006,159        215,061             27,221,220        

NET ASSETS AT END OF YEAR 28,306,751$      222,193$           28,528,944$      

ARROWHEAD ECONOMIC OPPORTUNITY AGENCY
AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF ACTIVITIES
Year Ended June 30, 2025

The accompanying notes are an integral part of these financial statements.
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Program 
Services

Management 
and General Fundraising Total

Personnel
Salaries and wages 15,024,932$   4,551,456$     -$  19,576,388$   
Pension 527,233          217,758          - 744,991 
Other benefits 4,153,180       1,467,819       - 5,620,999 
Payroll taxes 1,192,782       369,157          - 1,561,939 

Professional services 618,400          206,953          - 825,353 
Advertising 51,390            593,018          38 644,446 
Office expenses 552,895          378,975          2 931,872 
Information technology 523,715          442,725          107 966,547 
Occupancy 1,479,402       420,996          - 1,900,398 
Travel 1,729,451       89,161            387 1,818,999 
Conferences and meetings 98,899            70,594            - 169,493 
Insurance 341,003          19,494            - 360,497 
Repairs and maintenance 2,102,381       59,768            - 2,162,149 
Client services 10,331,440     16,155            7,179 10,354,774 
Interest expense 13,327            11,760            - 25,087 
Miscellaneous 475,022          122,493          175 597,690 
Depreciation and amortization 2,401,786       430,965          - 2,832,751 

TOTAL EXPENSES 41,617,238$   9,469,247$     7,888$            51,094,373$   

ARROWHEAD ECONOMIC OPPORTUNITY AGENCY
AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF FUNCTIONAL EXPENSES
Year Ended June 30, 2025

The accompanying notes are an integral part of these financial statements.
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CASH FLOWS FROM OPERATING ACTIVITIES
Change in consolidated net assets 1,307,724$      
Adjustments to reconcile change in consolidated net assets
  to net cash provided by operating activities:
   Depreciation 2,829,792        
   Amortization 2,959 
   Change in carrying amount of right-of-use assets (97,529)           
   Change in operating lease liabilities 97,079             
   (Increase) decrease in:
     Grants receivable 44,706             
     Other receivables 247,042           
     Inventory (28,360)           
     Prepaid expense 40,662             
     Other current assets (72,345)           
   Increase (decrease) in:
     Accounts payable (533,157)         
     Accrued paid leave (2,216)             
     Unearned revenue 320,573           

NET CASH PROVIDED (USED) BY OPERATING ACTIVITIES 4,156,930        

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property and equipment (5,050,914)      

CASH FLOWS FROM FINANCING ACTIVITIES
Repayments of long-term debt (42,138)           

NET CHANGE IN CASH (936,122)         

CASH AT BEGINNING OF YEAR 8,947,937        

CASH AT END OF YEAR 8,011,815$      

SUPPLEMENTAL DISCLOSURES

Interest paid 25,087$           

Year Ended June 30, 2025

ARROWHEAD ECONOMIC OPPORTUNITY AGENCY
AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF CASH FLOWS

The accompanying notes are an integral part of these financial statements.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

A summary of the Arrowhead Economic Opportunity Agency (AEOA) and its subsidiaries 
significant accounting policies consistently applied in the preparation of the accompanying 
consolidated financial statements follows. 

Nature of Activities 
Arrowhead Economic Opportunity Agency receives and administers various federal, state and 
county grants throughout the Arrowhead Region of Minnesota, with the purpose of attacking the 
causes of poverty and unemployment with maximum participation of low-income residents. 

AEOA Eveleth Limited Partnership, a Minnesota limited partnership, was formed for the purpose 
of providing affordable housing and acquiring, rehabilitating, and operating a rental housing 
complex located in Eveleth, Minnesota utilizing housing tax credits. 

The AEOA Foyer Limited Partnership, a Minnesota partnership, was formed to construct 
property for the purpose of providing housing for area homeless youth. 

The Ivy Manor Limited Partnership, a Minnesota limited partnership, was formed for the purpose 
of providing affordable housing and acquiring, rehabilitating, and operating a rental housing 
complex located in Virginia, Minnesota utilizing housing tax credits. 

Basis of Consolidation 
The consolidated financial statements include the accounts and activities of Arrowhead 
Economic Opportunity Agency, AEOA Eveleth Limited Partnership (the Eveleth Partnership), 
AEOA Foyer Limited Partnership (the Foyer Partnership), and Ivy Manor Limited Partnership 
(Ivy Manor Partnership) collectively referred to herein as the “Agency”.  

Arrowhead Economic Opportunity Agency owns 100% interest and exercises control in the 
Eveleth Partnership which owns and operates a rental housing complex.  

AEOA owns a .01% general partner interest and 99.99% limited interest in the Foyer 
Partnership which owns and operates the youth foyer property.  

AEOA also owns a .01% general partner interest and exercises control in the Ivy Manor 
Partnership which owns and operates a rental housing complex.  

All significant intercompany accounts and transactions have been eliminated. 

Basis of Accounting and Presentation 
The financial statements of Arrowhead Economic Opportunity Agency have been prepared on 
the accrual basis of accounting in accordance with generally accepted accounting principles, 
and reflect all significant receivables, payables, and other liabilities. 
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Classification of Net Assets 
The Agency reports information regarding its financial position and activities according to two 
classes of net assets that are based upon the existence or absence of restrictions on use that 
are placed by its donors: net assets without donor restrictions and net assets with donor 
restrictions. 

Net assets without donor restrictions are resources available to support operations and not 
subject to donor restrictions. The governing board has designated, from net assets without 
donor restrictions, net assets for specific programs.  

Net assets with donor restrictions are subject to donor-imposed or other legal restrictions. Some 
donor-imposed restrictions are temporary in nature, such as those that will be met by the 
passage of time or other events specified by the donor. Other donor-imposed restrictions are 
perpetual in nature, such as those that the donor stipulates that resources be maintained in 
perpetuity. 

Fund Accounting 
The accounts of the Agency are maintained in accordance with the principles of fund 
accounting. Under fund accounting, resources for various purposes are classified for accounting 
and reporting purposes into funds established according to their nature and purpose. Separate 
accounts are maintained for each fund; however, in the accompanying financial statements, the 
funds have been combined. 

Cash 
For the purpose of the statement of cash flows, cash is defined as cash on hand, demand 
deposits, savings, and short-term investments purchased with a maturity of three months or 
less. 

Use of Estimates 
The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect certain reported 
amounts and disclosures. Accordingly, actual results could differ from those estimates. 

Grants and Other Receivables 
Grants and other receivables consist of grant funds and other funding source receivables. The 
Agency determines the allowance for credit losses by identifying troubled accounts, considering 
the grantor or other funding source’s financial condition and current economic conditions, and 
using historical experience applied to an aging of grants and other receivables. The Agency 
believes all grants receivable will be fully collected.     

Property and Equipment 
Property and equipment purchased by the Agency in excess of $5,000 are capitalized and 
depreciated over their useful lives. Property and equipment are valued at cost or if donated, at 
the approximate fair value at the date of donation. Depreciation is computed using the straight-
line method. Total depreciation expense for the year ended June 30, 2025 was $2,829,792. 
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

The property and equipment acquired with grant award funds is owned by Arrowhead Economic 
Opportunity Agency while used in the programs for which they were purchased or in other future 
authorized programs. However, the various funding sources have a reversionary interest in the 
property and equipment purchased with grant funds. The disposition of this property and 
equipment, as well as the ownership of any proceeds therefrom, is subject to funding source 
regulations. 

Inventory 
Inventory is comprised of Arrowhead Transit Program parts and central supplies, 
Weatherization Program supplies, Senior Dining Program supplies, and the Internal Service 
Fund supplies, and is stated at the lower of cost (first-in, first-out) or market. Inventory also 
includes houses and lots purchased by the Agency for rehabilitation and resale. The houses 
and lots are valued at the lower of specific acquisition and carrying costs or market. All other 
purchases of materials and supplies are charged to expense at the time of purchase. 

Loans Receivable 
The Agency provides deferred and low-interest loans to eligible participants in its Housing 
programs. The loans are evidenced by signed agreements, have varying due dates, and are 
stated at the unpaid principal balances. 

Leases 

The Organization classifies leases as either operating or finance leases at the commencement 
date of the lease. A lease is classified as a finance lease if any of the five criteria are met: (1) 
ownership transfers at the end of the lease term, (2) there is an option to purchase the 
underlying assets and the lessee is reasonably certain to exercise the option, (3) the term of the 
lease is for a major part of the remaining economic life of the underlying assets, (4) the present 
value of the sum of the lease payments and any residual value guaranteed by the lessee equals 
or exceeds substantially all of the fair value of the underlying assets or (5) the underlying assets 
are of such a specialized nature that they are expected to have no alternative use to the lessor 
at the end of the lease term. Leases that do not meet any of the five criteria above for a finance 
lease are classified as operating leases. 

The Organization recognizes a right-of-use (ROU) asset and lease liability for each operating 
and finance lease with a term greater than 12 months at the time of lease inception. The 
Organization does not record a ROU asset or lease liability for leases with an initial term of 12 
months or less but continues to record rent expense on a straight-line basis over the lease term. 
Options to extend or terminate at the sole discretion of the Organization are included in the 
determination of lease term when they are reasonably certain to be exercised. The lease liability 
represents the present value of future lease payments over the lease term. The Organization 
has elected the practical expedient that allows for private companies to utilize the risk-free rate 
based on asset class. 



ARROWHEAD ECONOMIC OPPORTUNITY AGENCY 
AND SUBSIDIARIES 

 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

June 30, 2025 
 
 

 
11 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
Deferred Compensation Investment 
The deferred compensation account investments are valued using market quotations or prices 
obtained from independent pricing sources. 
 
Revenue Recognition 
Contributions and Grants 
Contributions are considered conditional or unconditional, depending on the nature and 
existence of any donor or grantor conditions. A contribution contains a condition when both of 
the following are present:  
 

• An explicit identifying of a barrier, that is more trivial, that must be overcome before the 
revenue can be earned and recognized  

• An implicit right of return of assets transferred or a right of release of a donor or grantor’s 
obligation to transfer assets promised, if the condition is not met 

 
Conditional contributions are recognized when the barrier(s) to entitlement are overcome. 
Unconditional contributions are recognized as revenue when received. Unconditional 
contributions or conditional contributions in which the conditions have been substantially met or 
explicitly waived by the donor are recorded as support with or without donor restrictions, 
depending on the existence and nature of any donor restrictions. When a restriction expires, net 
assets with donor restrictions are reclassified to net assets without donor restrictions and 
reported in the consolidated statement of activities as net assets released from restrictions. 
Contributions that are restricted by the donor are reported as increases in net assets without 
donor restrictions if the restrictions expire in the fiscal year in which the contributions are 
recognized.  
 
Grants are either recorded as contributions or exchange transactions based on criteria 
contained in the grant award: 
  

• Grant awards that are contributions are evaluated for conditions and recognized as 
revenue when conditions in the award are satisfied. Unconditional awards are 
recognized as revenue when the award is received. Amounts received in which 
conditions have not been met are reflected as grant funds received in advance.  

• Grant awards that are exchange transactions are those in which the resource provider or 
grantor receives a commensurate value in exchange for goods or services transferred. 
Revenue is recognized when control of the promised goods or services is transferred to 
the customer (grantor) in an amount that reflects the consideration to which the entity 
expects to be entitled in exchange for those goods or services. Amounts received in 
excess of recognized revenue are reflected as a contract liability. 

 
Program Income 
Revenue is recognized as the performance obligations are satisfied. Performance obligations 
are determined based on the nature of the services provided by the Organization. Revenue for 
performance obligations satisfied over time is recognized based on the service period of the 
contract. The Organization measures the performance obligation from these particular services  
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
from the beginning of the performance period to the completion of services provided. Revenue 
for performance obligations satisfied at a point in time is recognized when goods or services are 
provided, and the Organization does not believe they are required to provide additional goods or 
services to the client.  
 
Program income is earned as a direct result of the activities funded under a grant and is 
recognized as revenue over time, in the year services are provided. Program income must be 
used for the purposes and under the conditions of the Federal award.  
 
Affordable Housing 
The Organization participates in a program funded through Minnesota Housing Finance Agency 
(MHFA) to assist homeowners in the purchase of a home when there is an existing affordability 
gap. The gap financing is required to be paid back to the Organization, and this expected 
revenue is deferred until payment occurs. Minnesota Urban and Rural Homesteading (MURL) 
program income reflects the price determined by the original contract between the Organization 
and the homeowner and is annualized based on 25% of the homeowner’s income.  
 
The Organization sells prebuilt and pre-purchased homes to clients. Revenue is recognized at a 
point in time, when the home closing takes place. The price of the home depends on the cost of 
the supplies or specifications of the house as well as comparable houses in the area.  
 
Rental Income  
Rental income is recognized as revenue in the year rental space is provided. 
 
Donated Services 
The Agency receives a significant amount of donated services from unpaid volunteers who 
assist in its grant programs. No amounts have been recognized in the statement of activities 
because the criteria for recognition have not been satisfied. 
 
Income Taxes 
Arrowhead Economic Opportunity Agency is a nonprofit organization that is exempt from 
income taxes under Section 501(c)(3) of the Internal Revenue Code and similar Minnesota 
laws. The Agency has also been classified as an entity that is not a “private foundation” within 
the meaning of Section 509(a) of the Internal Revenue Code. There was no unrelated business 
income for the year ended June 30, 2025.  
 
Advertising 
The Agency uses advertising to promote its programs among the audiences it serves. 
Advertising costs are expensed as incurred. Advertising expense for the year ended June 30, 
2025 was $644,446. This amount was funded, in portion, by grants specifically for this purpose.  
 
Cost Allocation 
Joint costs are allocated to benefiting programs using various allocation methods, depending on 
the type of joint cost being allocated. Joint costs are those costs incurred for the common 
benefit of all the Agency’s programs, which cannot be readily identified with a final cost 
objective. Cost allocation methods are as follows: 
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
 Personnel 

Agency administrative and financial personnel (executive director, assistant director, 
fiscal director, financial assistants, etc.) record the time they spend working on specific 
programs and general agency matters on their time sheets. The time specifically 
identifiable to a particular program is charged to that program. The time spent on general 
agency matters is charged to the Community Service Block Grant or the Minnesota 
Community Action Grant. 

 
 Space Cost 

Space cost is allocated to benefiting programs based on the square footage of space 
occupied by program personnel. The space costs for administrative and financial 
personnel are allocated to benefiting programs based on the activity reports of the 
administrative and financial personnel. 

 
 Other Joint Costs 

Other joint costs are charged to agency programs based on the amounts used by each 
program and other appropriate methodology. 

 
Functional Expense Allocation 
The Agency allocates its expenses on a functional basis among its various programs and 
support services. Expenses that can be identified with a specific program or support services 
are allocated directly according to their natural expenditure classification. Other expenses that 
are common to several functions are allocated by various statistical bases. Allocation methods 
comply with the requirements and limitations of the underlying grants. 
 
 
NOTE 2 - INVENTORY 
 
A summary of inventory is as follows: 
 

Transit parts and supplies 493,162$       
Senior Dining supplies 16,973           
Internal Service Fund supplies 15,606           
Weatherization supplies 50,801           
Homes for rehabilitation and resale 26,515           

603,057$        
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NOTE 3 - PROPERTY AND EQUIPMENT 
 
A summary of property and equipment is as follows: 
 

Land 113,399$       
Construction in progress 2,359,159      
Buildings and improvements 25,413,292    
Vehicles 19,426,110    
Equipment 2,541,261      

Total 49,853,221    
Accumulated depreciation (29,042,568)   

20,810,653$   
 
 
NOTE 4 - DEFERRED COMPENSATION  
 
Arrowhead Economic Opportunity Agency entered into an investment contract with Mutual of 
America Life Insurance Company who maintains an account for the Organization whereby 
deferred compensation contributions are invested as follows: 
 

1. The Mutual of America Interest Accumulation Fund represents the portion of the 
account invested in the Insurance Company’s general account. Under the 
group annuity insurance contract that supports this product, participants may 
ordinarily direct permitted withdrawal or transfers of all or a portion of their 
account balance at contract value within reasonable timeframes. Contract value 
represents deposits made to the contract, plus earnings at guaranteed crediting 
rates, less withdrawals and fees. Contract value is also often referred to as 
“book value”. The contract is effected directly between the plan sponsor (or 
their trustee) and Mutual of America Life Insurance Company. The repayment 
of principal and interest credited to participants is a financial obligation of 
Mutual of America Life Insurance Company. 

 
The concept of a value other than contract value does not apply to this 
insurance company issued general account even upon a discontinuance of the 
contract in which case contract value would be paid no later than 60 days from 
the date the sponsor provides notice to discontinue. This contract’s operation is 
different than many other group annuity products in the market by virtue of the 
fact that a fair value adjustment does not apply upon a discontinuance. There 
are not any specific securities in the general account that back the liabilities of 
this annuity contract and it would be inappropriate to look to the market value of 
the securities within the insurer’s general account to determine a fair value. The 
Plan owns a promise to pay interest at crediting rates which are announced in 
advance and guaranteed for a specified period of time as outlined in the group 
annuity contract. This product is not a traditional GIC and therefore there are  
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NOTE 4 - DEFERRED COMPENSATION (CONTINUED) 
 
not any known cash flows that could be discounted. As a result, the fair value 
amount shown is equal to the contract value. 

 
There are not any events that allow the issuer to terminate the contract and 
which require the plan sponsor to settle at an amount different than contract 
value. 
 
When establishing interest crediting rates for this product, Mutual of America 
Life Insurance Company considers many factors. The minimum crediting rate 
under the contract is at least equal to the minimum rate required by applicable 
state law or will be set pursuant to the NAIC standard non-forfeiture law which 
cannot be less than 1.00%. 
 
 Average Yield Earned by Plan  1.00% 
 
 Average Yield Credited To Participants  1.00% 

 
2. Forty other investment choices represent the portion of the account invested in 

the underlying funds of the Pooled Separate Account No. 2. 
 

Funds (such as separate accounts) that have more than one investor are 
referred to as pooled or commingled investment vehicles. An investor’s interest 
in such investment vehicles is expressed as an accumulation unit with a value 
per unit that is the result of the accumulated fair values of the underlying 
investments. 
 
Separate Account No. 2 investments consist solely of investments in mutual 
funds registered with the Securities and Exchange Commission and are carried 
at the net asset value at which the mutual fund shares are actively traded. 
Mutual of America determines accumulation values for the funds as of the close 
of business on each valuation day (generally at the close of the New York stock 
exchange). The value of the participant portion of Mutual of America’s Separate 
Account is determined by multiplying the number of accumulation units credited 
in each fund of the Separate Account by the accumulation unit value of that 
fund at the end of the valuation day. 
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NOTE 5 - FAIR VALUE MEASUREMENTS 
 
The framework for measuring fair value provides a fair value hierarchy that prioritizes the inputs 
to valuation techniques used to measure fair value. The hierarchy gives the highest priority to 
unadjusted quoted prices in active markets for identical assets or liabilities (level 1) and the 
lowest priority to unobservable inputs (level 3). The three levels of the fair value hierarchy under 
FASB ASC 820 are described as follows: 
         
Level 1 Inputs to the valuation methodology are unadjusted quoted prices for 

identical assets or liabilities in active markets that the plan has the ability 
to access. 

        
Level 2 Inputs to the valuation methodology include: 

 quoted prices for similar assets or liabilities in active markets; 
 quoted prices for identical or similar assets or liabilities in inactive markets; 
 inputs other than quoted prices that are observable for the asset or liability; 
 inputs that are derived principally from or corroborated by observable market 

data by correlation or other means. 
 

If the asset or liability has a specified (contractual) term, the level 2 input must be 
observable for substantially the full term of the asset or liability. 

        
Level 3 Inputs to the valuation methodology are unobservable and significant to the fair 

value measurement. 
        
 
The asset or liability’s fair value measurement level within the fair value hierarchy is based on 
the lowest level of any input that is significant to the fair value measurement. Valuation 
techniques maximize the use of relevant observable inputs and minimize the use of 
unobservable inputs. 
 
See Note 4 for a description of the valuation methodologies used for assets measured at fair 
value. There have been no changes in the methodologies used at June 30, 2025. 
 
The following tables set forth by level, within the fair value hierarchy, the Agency’s assets at fair 
value as of June 30, 2025: 
 
                Assets at Fair Value as of June 30, 2025  
    Level 1      Level 2      Level 3       Total  
 Investment Contract with 
  Mutual of America Life 
   Insurance Company 
    General Account 
      Mutual of America 
        Interest Accumulation $ - $ - $ 15,971 $ 15,971 
    Pooled Separate Account No. 2 
      Mutual Funds   -   80,810    -    80,810 
        Total Assets at Fair Value $ - $ 80,810 $ 15,971 $ 96,781 
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NOTE 5 - FAIR VALUE MEASUREMENTS (CONTINUED) 
 
Level 3 Gains and Losses 
The following table sets forth a summary of changes in the fair value of the Agency’s Level 3 
assets for the years ended June 30, 2025: 
        Level 3 Assets  
     Mutual of America 
  Interest Accumulation 
 
 Balance, beginning of year $ 14,355 
 Contributions  1,174 
 Interest credited    442 
 
 Balance, end of year $ 15,971 
 
The Agency’s policy is to recognize transfers into and out of Level 3 as of the date of the event 
or change in circumstances that caused the transfer, usually for allocation changes. 
 
The following table represents the Agency’s Level 3 financial instruments, the valuation 
techniques used to measure the fair value of those financial instruments as of June 30, 2025, 
and the significant unobservable inputs and the ranges of values for those inputs. 
 

 
 
  Instrument 

Fair Value 
as of 

6/30/25 

Principal 
Valuation 
Technique 

 
 

Inputs 

 
 

Unobservable 

Range of 
Significant 

Input Values 
 
 
 
Interest 
Accumulation 
 

 
 
 

$ 15,971 
 

 
 
 
Fair Value = 
Contract Value 

 
 
Earnings at 
Guaranteed 
Crediting Rate 

 
 
 
 
Unobservable 

Gross Guaranteed 
Crediting Rate 
must be greater 
than or equal to  
the contractual 
minimum crediting 
rate 

 
 
NOTE 6 - UNEARNED REVENUE 
 
The Agency records grant awards as unearned revenue until related services are performed, at 
which time they are recognized as revenue. A summary of the unearned revenue follows: 
 

Food Shelf 221,930$      
Faim West Central 1,100            
Wells Fargo YW STEM 2,112            
Tech Connect Project 5,617            
Partners in Caring 74                 
Northland Foundation - Chisholm Food Shelf 573               
RSVP Lloyd Johnson 7,620            
Aitkin Displaced Worker Program 87                 
Small Cities Lake County/Finland 800                
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NOTE 6 - UNEARNED REVENUE (CONTINUED) 
 

Lake County HRA Home Energy Improvement 25,679$        
Arrowhead Transit 796,109        
IRRRB Tax Forfeit Homes Rehabilitation 223,485        
IRRRB Downtown Building Rehab 2023 3,640            
MHFA HECAT 10,589          
SELF TLT 37,056          
Child Care & Adult Care Food Program 11,086          
Fluoride Varnish 12,461          
MFIP Aitkin 1,516            
RSVP Bone Builders 157               
Itasca County Connect 2,236            
Hunger Solutions 4,807            
Senior Activities 5,428            
Ivy Manor Limited Partnership 2,645            

Unearned revenue, end of year 1,376,807$    
 
 
NOTE 7 - LOANS RECEIVABLE AND DEFERRED REVENUE - LOANS 
 
Arrowhead Economic Opportunity Agency has received funds from various sources to process 
and disburse loans to eligible participants as determined by the grants. In accordance with grant 
agreements, loans are expensed to the grant award when disbursed. The Agency records the 
loans receivable as an asset and deferred revenue - loans as a liability on the balance sheet. 
Any loan repayments are recorded as revenue in the period received and corresponding entries 
are made to reduce the asset and liability. Interest payments are recorded as revenue in the 
period received. The funds received from the loan repayments are used to make other loans to 
eligible participants. 
 
The loans receivable balances and the programs they relate to at June 30, 2025 are as follows: 
 
Arrowhead Economic Opportunity Agency received a
Community Development Block Grant to make low interest
loans to eligible low and moderate income persons for housing
rehabilitation in St. Louis County (Fund 1180). 97,338$            
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NOTE 7 - LOANS RECEIVABLE AND DEFERRED REVENUE – LOANS (CONTINUED) 
 
Arrowhead Economic Opportunity Agency received a grant
from the State of Minnesota Department of Energy and
Economic Development Community Development Division to
make low interest loans for housing rehabilitation to eligible
recipients in single family dwellings in Northern St. Louis
County (Fund 4300). 61,593$           

Arrowhead Economic Opportunity Agency is administrating a
loan program for the Minnesota Housing Finance Agency to
provide aid in the financing of the acquisition, construction
and/or rehabilitation of dwelling units for persons of low and
moderate income (Fund 4680). 15,000             

Arrowhead Economic Opportunity Agency contracted with the
City of Hibbing to administer low interest loans to individuals
for housing rehabilitation in the City of Hibbing (Fund 6660). 24,620             

Arrowhead Economic Opportunity Agency received a grant
from the United States Department of Agriculture Rural
Development to assist homeowners with financing for private
household water well systems (Fund 8600). 40,858             

Arrowhead Economic Opportunity Agency received a grant
from the United States Department of Agriculture Rural
Development for housing preservation loans (Fund 8802). 127,967           

Arrowhead Economic Opportunity Agency administers
revolving loan programs to make loans to eligible homebuyers
(Funds 9600, 9690, and 9800). 342,161           

709,537$         
 
NOTE 8 - ACCRUED PAID LEAVE 
 
The Agency maintains a savings and a checking account specifically available for paid leave 
liability. Arrowhead Economic Opportunity Agency accrues paid leave expense in the period it is 
earned and records the liability in the Agency’s Internal Service Fund. Paid leave earned by the 
Agency’s employees at June 30, 2025 was $1,560,329. 
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NOTE 9 - LEASES 
 
The Agency has entered into various operating leases for space, including off-site office space 
for its Employment & Training, Head Start, and Transit departments, as well as warehouse 
space for Weatherization, with remaining lease terms for these agreements of one to nine 
years. Payments under these lease arrangements are all fixed. The right-of-use assets and 
operating lease liabilities were calculated utilizing the weighted-average discount rates of 
2.84%, 3.70%, 4.31%, 4.48% and 4.80%.  
 
Cash paid for amounts included in the measurement of operating lease liabilities was $154,218 
and total lease expense was $868,502 for the year ended June 30, 2025. 
 
Future minimum lease payments are as follows for the years ending June 30: 
 

2026  $      159,271 
2027          108,575 
2028              4,819 
2029              5,039 
2030              5,270 
Thereafter            23,602 

Total minimum lease payments 
    and operating lease liabilities  $      306,576  

 
 
NOTE 10 - LONG-TERM DEBT 
 
First mortgage payable to the Minnesota Housing Finance Agency (MHFA)
under the Affordable Rental Investment Fund (ARIF) Program. The loan
plus accrued interest, at 1%, is due on February 22, 2026 and is secured by
the Eveleth Partnership’s real estate mortgage. 200,000$         

The MHFA regulatory agreement places restrictions on the operation of 
the Eveleth Limited Partnership, which include among others, the 
following:
● Rental rates must be approved by lenders.
● Tenants must meet certain income limitations to qualify for occupancy in 
the Partnership.
● Transfer or sale of the Partnership is subject to lender approval.

First mortgage payable to the Minnesota Housing Finance Agency (MHFA).
The loan bears no interest and is due on December 30, 2039 and is
secured by the Foyer Partnership’s real estate mortgage. 1,465,043        
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NOTE 10 - LONG-TERM DEBT (CONTINUED) 
 
Note payable to the Saint Louis County, Minnesota Housing and
Redevelopment Authority. The loan bears no interest and is conveyed to
the mortgagee forever and is secured by the Foyer Partnership’s real estate 
mortgage. 150,000$         

Note payable to the Northeast Minnesota HOME Consortium. The loan
bears no interest and is due on December 31, 2039 and is secured by the
Foyer Partnership’s real estate mortgage. 100,000           

Note payable to the Greater Minnesota Housing Fund. The loan bears no
interest and is due on December 30, 2039 and is secured by the Foyer
Partnership’s real estate mortgage. 116,886           

First mortgage payable to Northern State Bank of Virginia. The loan bears
interest at 5.5-7.0%, is due on June 1, 2028 and is secured by the Quad
Cities Food Shelf Building. 55,638             

First mortgage payable to Northern State Bank of Virginia. The loan bears
interest at 4.5%, is due on September 10, 2025 and is secured by the
Aurora Food Shelf Building. 53,725             

First mortgage payable to Northern State Bank of Virginia. The loan bears
interest at 7.0%, is due on November 15, 2028 and is secured by the Tower 
Food Shelf Building. 57,728             

Promissory note payable to the Virginia Public Utilities. The loan bears no
interest and is due 240 months after completion of the Conversion Project,
due in monthly installments of $2,411.66 commencing upon completion of
the Conversion Project. 419,631           

Mortgage payable to the Minnesota Housing Finance Agency (MHFA). The
loan bears no interest and is due on November 29, 2046 and is secured by
the Ivy Manor Partnership’s real estate mortgage. 438,000           

Note payable to the Greater Minnesota Housing Fund. The loan bears no
interest and is due on November 29, 2046 and is secured by the Ivy Manor
Partnership’s real estate mortgage. 300,000           

3,356,651$      
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NOTE 10 - LONG-TERM DEBT (CONTINUED) 
 
Maturities of long-term debt are as follows: 
 

2026 291,774$       
2027 38,711           
2028 70,783           
2029 81,582           
2030 28,940           
Thereafter 2,844,861      

3,356,651$     
 
 
NOTE 11 - NET ASSETS 
 
Net Assets Without Donor Restrictions 
The net assets without donor restrictions are Board designated amounts to be used for future 
and currently active programs. Designated net assets amounted to $22,921,801 at June 30, 
2025. Of this amount, $1,537,182 was for future programs, with $21,384,619 designated for 
programs currently active in the Agency. 
 
Net Assets With Donor Restrictions 
At June 30, 2025, the Agency had no net assets with donor restrictions with a time restriction. 
Net assets with donor restrictions with purpose restrictions are included in the net assets of 
AEOA. The composition of net assets with donor restrictions is as follows: 

 
BCBS Food 25,540$         
Employment & Training 5,410             
General 103                
Greatest Need 177,751         
Interest/Transfer In 1,238             
Random Acts 988                
Senior Services 8,875             
Transit 1,978             
Women's Supply 310                

222,193$        
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NOTE 12 - CONSOLIDATIONS 
 
The change in consolidated net assets is as follows: 

 
With Donor 
Restrictions

Controlling 
Interest

Non-
controlling 

Interest Subtotal
Controlling 

Interest Total

Balance, beginning of year 23,278,050$  3,728,109$  27,006,159$  215,061$    27,221,220$  
Revenues in excess (deficiency)
   of expenses 1,631,063      (263,780)     1,367,283      15,021        1,382,304      
Loss on disposal of fixed assets (74,580)          -                  (74,580)          -                  (74,580)          
Reclassifications 7,889             -                  7,889             (7,889)         -                     
Balance, end of year 24,842,422$  3,464,329$  28,306,751$  222,193$    28,528,944$  

Without Donor Restrictions

 
 
NOTE 13 - IN-KIND CONTRIBUTIONS 
 
For the year ended June 30, 2025, contributed nonfinancial assets without donor restrictions 
recognized within the statement of activities consisted entirely of contributed space in the 
amount of $1,491,749. 
 
Contributed space was utilized by Head Start and the Senior & Nutrition Services program, and 
was valued based on estimated fair market value should the space be rented in the open 
market.  
 
The Agency does not monetize contributed nonfinancial assets.  
 
 
NOTE 14 - PROGRAM SERVICES EXPENSES 
 
Program services expenses for the year ended June 30, 2025 were as follows: 
 
 Program      Expense 
 
AEOA Fundraiser  $             2,605  
Aging in Place                 5,860  
Aitkin County Diversionary Work Program                 2,250  
Aitkin County Volunteer Driver                   (120) 
Alzheimer's Awareness               20,000  
Arrowhead Weatherization          1,524,980  
Bill’s House               44,155  
Blandin Adult Scholarship               29,436  
Carlton County Diversionary Work Program               12,011  
Carlton County Volunteer Driver                   (748) 
CDBG Foyer               17,473  
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NOTE 14 - PROGRAM SERVICES EXPENSES (CONTINUED) 
 
 Program      Expense 
 
CDBG Shelter Operations  $           39,292  
CDBG Single Family Rehab             301,645  
Child Care and Adult Food Program             156,183  
Child Care and Adult Food Program EOCRP COVID                 3,493  
Child Tax Credit                 1,036  
Chisago County Volunteer Driver                       (5) 
CommCar Auto Garage                 4,874  
Commissioners Reserve             122,280  
Community Support                 2,413  
Cook County Volunteer Driver                       (1) 
CSBG               19,023  
Department of Revenue Tax Assistance                 7,557  
Development Fund                 9,280  
DOE BIL             857,946  
DOE E & I               13,960  
DOE Weatherization             673,890  
EAP             815,284  
EAP/WX             832,787  
Elder Services Loan Closet                 5,653  
Emergency Shelter Program Rehousing               23,294  
Emergency Shelter Operations             320,218  
ESG Rapid Rehousing               61,924  
Essentia Agreements & Nourish Minds               18,190  
Eveleth LTD Partnership               99,247  
Federal Adult Basic Education               71,585  
Federal Head Start          5,365,396  
FHPAP               31,582  
FHPAP Flex             641,424  
FHPAP Lake/Cook County               16,280  
FHPAP St. Louis County               94,634  
Fluoride Varnish                 2,424  
Food Shelf             486,418  
Foyer Aides               36,731  
Foyer LTD Partnership             179,675  
Getting to Work             117,455  
Great Start Compensation             150,363  
Greater Minnesota Housing Fund - Second Chance                 5,025  
Groceries to Go               21,232  
Head Start MOU               60,574  
Healthy Air               11,480  
Healthy Transition to Adulthood             122,059  
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NOTE 14 - PROGRAM SERVICES EXPENSES (CONTINUED) 
 
 Program      Expense 
 
Hearth Connection  $         189,242  
Hibbing Shelter             201,995  
HOME             208,465  
Home Delivered Meals Waiver             435,687  
Homeless Youth Act             307,217  
Household Water Well System                    670  
Housing Corp Fund                 1,049  
Housing Escrow Fund               10,167  
Housing MOU Kootasca             178,584  
HUD Counseling               26,366  
HUD Lake/Cook County               11,506  
HUD Lake/Cook County Rental Assistance                 4,347  
HUD Life               21,459  
HUD Permanent Supportive Housing             168,740  
HUD Supportive Housing Program               49,806  
HUD Supportive Housing Program Youth Foyer               63,255  
Hunger Solutions                 5,775  
Infectious Disease Trusted Messenger               26,742  
IRRRB Business Energy Retrofit          1,562,355  
IRRRB DT Building Rehab             588,597  
Isanti County Volunteer Driver                       (3) 
Itasca County Big Idea               28,300  
Itasca County Connect                 4,907  
Itasca County Diversionary Work Program                 7,810  
Itasca County Volunteer Driver                       (1) 
Ivy Manor Limited Partnership             430,611  
Koochiching County Diversionary Work Program                 6,176  
Koochiching County Stay                 4,500  
Koochiching County Volunteer Driver                (1,487) 
Lake County HRA Home Energy Improvement               30,408  
Lake County Volunteer Driver                   (320) 
MARDAG Housing               22,500  
MCAG               49,553  
Meals on Wheels          1,112,207  
MN Family Investment Prog. - Aitkin County               67,900  
MN Family Investment Prog. - Carlton County             150,231  
MN Family Investment Prog. - Cook County               17,681  
MN Family Investment Prog. - Itasca County             158,320  
MN Family Investment Prog. - Koochiching County               65,839  
MN Family Investment Prog. - St. Louis County             535,880  
MN Head Start             643,186  
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NOTE 14 - PROGRAM SERVICES EXPENSES (CONTINUED) 
 
 Program      Expense 
 
MN Housing Finance Agency HECAT  $           49,222  
MN Housing Finance Agency Rehab          1,378,912  
MN Family Resiliency Partnership             211,754  
MNsure             200,237  
MS Adult Basic Education             667,885  
MURL Revolving                 7,086  
Northland Foundation - Chisholm Food Shelf               19,427  
Northland Foundation - Tower Food Shelf               30,000  
Northland Volunteer Center                      89  
Partners in Caring                 1,471  
Pathway Scholarships I & II             348,206  
Pine County Volunteer Driver                (1,984) 
Pre Weatherization             315,029  
Prepared Meals             358,991  
Propane Program               39,585  
Range Transitional Housing St. Louis County Centralized Client Area                 2,230  
Retired and Senior Volunteer Prog. - Bone Builders                 6,049  
Retired and Senior Volunteer Prog. - Federal                 1,546  
Retired and Senior Volunteer Prog. - Lloyd Johnson                 2,267  
Retired and Senior Volunteer Prog. - St. Louis County                    540  
Retired and Senior Volunteer Prog. - Silver Bay                 8,264  
Retired and Senior Volunteer Prog. - Two Harbors                 4,404  
Rutabaga Miscellaneous Projects                 3,973  
SCSEP               33,499  
SELF – TLT               51,924  
Senior Activities                 2,244  
Senior Carnival                 8,495  
Senior Dining          1,017,292  
Small Independent Layoff Grants             494,773  
SNAP               36,751  
SNAP 50/50             121,437  
SNAP Outreach             102,437  
St. Louis County Cost Neutral Scattered Site             881,426  
St. Louis County Diversionary Work Program               21,807  
St. Louis County Emergency Shelter               42,160  
St. Louis County Volunteer Driver             650,055  
St. Louis County Warm Place to Sleep             155,536  
Sub Septic & Sewage Treatment System             814,467  
Tax Credit Outreach               15,546  
Transit        12,235,536  
Youthbuild - Employment & Training             418,746  
    
TOTAL PROGRAM SERVICES EXPENSES  $    41,617,238  
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NOTE 15 - ECONOMIC DEPENDENCY 
 
A substantial amount of the Agency’s support is in the form of annual grants with federal, state, 
and local governmental agencies. This support is partially dependent upon the Agency’s 
continued qualifications for such funding, together with the amount of funds available to the 
governmental sources. Accordingly, there is no guarantee that such funding will continue. 
Reductions in this support could have a significant impact on the Agency’s operations. However, 
AEOA was established in 1965 and has successfully completed 59 years of operation. 
 
 
NOTE 16 - CONCENTRATION OF CREDIT RISK 
 
Arrowhead Economic Opportunity Agency maintains cash balances at several area financial 
institutions. Accounts at each institution are insured by the Federal Deposit Insurance 
Corporation up to $250,000. The Agency has obtained collateral agreements with the financial 
institutions to safeguard portions of their cash balances in excess of insurance. At June 30, 
2025, the Agency’s cash balances were underinsured at one financial institution by $19,575. 
 
 
NOTE 17- LIQUIDITY AND AVAILABILITY OF FINANCIAL ASSETS 
 
The Agency has $13,774,693  of financial assets available within one year of June 30, 2025 to 
meet cash needs for general operating expenditures, consisting of cash of $8,011,815, grants 
receivable of $4,397,688, and other receivables of $1,365,190.  
 
 
NOTE 18 - RETIREMENT BENEFITS 
 
The Agency participates in a tax-deferred annuity plan qualified under Section 403(b) of the 
Internal Revenue Code. The plan covers eligible employees of the Agency. Employees may 
elect to make contributions to the plan up to the maximum amount allowed by the Internal 
Revenue Code. The Agency’s contribution to this plan is based on a percentage of the gross 
salaries of the qualifying employees, after they have worked the required number of hours in 
two consecutive years. For the year ended June 30, 2025, the Agency contributed $744,991 to 
this plan. 
 
The Agency also has a Code Section 457(b) deferred compensation plan for the Agency 
directors who may defer a percentage of their compensation to this plan. The Agency 
contributes a discretionary percentage of eligible participant compensation. Contributions are 
vested in an insurance company contract. The Agency has a liability that corresponds to the 
investment. Total employer contributions for the year ended June 30, 2025 were $12,062. 
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NOTE 19 - COMMITMENTS AND CONTINGENCIES 
 
Grants 
The Agency participates in state and federal grant programs, which are governed by various 
rules and regulations  of  the grantor agencies.  Costs charged to the respective grant programs 
are subject to audit and adjustment by the grantor agencies; therefore, to the extent that the 
Agency has not complied with the rules and regulations governing the grants, refunds of any 
money received may be required and the collectability of any related receivables at June 30, 
2025, may be impaired. In the opinion of the Agency, there are no significant contingent 
liabilities relating to compliance with the rules and regulations governing the respective grants; 
therefore, no provision has been recorded in the accompanying financial statements for such 
contingencies. 
 
AEOA Eveleth Limited Partnership 
The AEOA Eveleth Limited Partnership’s sole asset is a housing project. The Partnership’s 
operations are concentrated in the Eveleth, Minnesota multifamily real estate market. In 
addition, the Partnership operates in a heavily regulated environment, subject to rules and 
regulations of federal, state, and local governmental agencies. Changes may occur with little 
notice or inadequate funding to pay for the related costs to comply with a change. 
 
The Annual Contribution Contract with the U.S. Department of Housing and Urban Development 
expires October 20, 2025. No assurance can be provided that this contract will be renewed 
upon expiration or if renewed, at what terms. 
 
The Partnership is subject to an extended use agreement between the Partnership and MHFA. 
The agreement was made in accordance with Section 42(h)(6) of the Internal Revenue Code 
and requires the Project to maintain low income occupancy (income and rent limits) for 15 years 
beyond the compliance period (for a total of 30 years). The extended use period ends on 
December 31, 2025 unless terminated earlier by foreclosure or by offering the Partnership to the 
housing credit agency, after the first 15 years, to be sold for a qualified contract price (the opt-
out option). The Partnership has waived its right to opt-out after the initial 15 year compliance 
period. Therefore, the Partnership must maintain affordability for 30 years. 
 
AEOA Foyer Limited Partnership 
The AEOA Foyer Limited Partnership operates in a heavily regulated environment. The 
operations and financing of the Partnership are subject to rules and regulations of federal, state, 
and local governmental agencies. Changes may occur with little notice or inadequate funding to 
pay for the related costs to comply with a change. 
 
Ivy Manor Limited Partnership 
The Ivy Manor Limited Partnership’s operations are concentrated in the Virginia, Minnesota 
multifamily real estate market and provides affordable housing utilizing the housing tax credit 
program. The housing tax credit program places restrictions on rental rates and requires tenants 
to qualify for occupancy based on income levels. In order to avoid recapture, the Partnership 
must remain in compliance with various regulations through December 31, 2032, the anticipated 
end of the tax credit compliance period. The Partnership is also subject to an extended use 
agreement with the MHFA. The agreement was made in accordance with Section 42(h)(6) of 
the Internal Revenue Code and requires the Partnership to maintain low income occupancy  
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NOTE 19 - COMMITMENTS AND CONTINGENCIES (CONTINUED) 
 
(income and rent limits) for as long as MHFA is the holder of the loan on the Partnership or any 
interest therein. 
 
The Partnership operates in a heavily regulated environment, subject to rules and regulations of 
federal, state, and local governmental agencies. Changes may occur with little notice or 
inadequate funding to pay for the related costs to comply with a change.  
 
 
NOTE 20 - SUBSEQUENT EVENTS 
 
Subsequent events were evaluated through December 19, 2025, which is the date the financial 
statements were available to be issued. 



 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

SUPPLEMENTARY INFORMATION 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



ARROWHEAD ECONOMIC OPPORTUNITY AGENCY AND SUBSIDIARIES
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Year Ended June 30, 2025

Federal Grantor/ Federal
Pass-Through Grantor/ Assistance Federal
Program or Cluster Title Listing Number Expenditures

U.S. DEPARTMENT OF AGRICULTURE

Pass-through Program from: Minnesota Department of Education
Child and Adult Care Food Program - 2MN300061 10.558 30,392$           
Child and Adult Care Food Program - 2MN300061 10.558 129,504           
COVID-19 - Child and Adult Care Food Program 10.558 3,493              

Total AL# 10.558 163,389           

SNAP Cluster
Pass-through Program from: Minnesota Department of Human Services
State Administrative Matching Grants for SNAP - GRK%219860 10.561 27,454             
State Administrative Matching Grants for SNAP - GRK%219860 10.561 82,134             
State Administrative Matching Grants for SNAP - GRK%219392 10.561 141,280           

Pass-through Program from:  St. Louis County, Minnesota
State Administrative Matching Grants for SNAP - 17833A 10.561 32,998             
State Administrative Matching Grants for SNAP - 17637A 10.561 5,937              

Total SNAP Cluster AL# 10.561 289,803           

TOTAL U.S. DEPARTMENT OF AGRICULTURE 453,192           

U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT

Pass-through Program from:  Minnesota Homeownership Center
Housing Counseling Assistance Program 14.169 27,906             

CDBG/Entitlement Grants Cluster
Pass-through Program from:  St. Louis County, Minnesota
CDBG - Food Shelf 14.218 18,000             
CDBG - Homeless Shelter 14.218 41,564             
CDBG - Homeless Shelter 14.218 4,873              
CDBG - Single Family Housing Rehab 14.218 50,714             
CDBG - Single Family Housing Rehab 14.218 88,309             
CDBG - Single Family Housing Rehab 14.218 167,697           
CDBG - Youth Services 14.218 473                 
CDBG - Youth Services 14.218 20,000             

Total CDBG/Entitlement Grants Cluster AL# 14.218 391,630           

Pass-through Program from: St. Louis County, Minnesota
Emergency Solutions Grant Program 14.231 4,707              
Emergency Solutions Grant Program 14.231 44,063             
Emergency Solutions Grant Program 14.231 3,321              
Emergency Solutions Grant Program 14.231 68,051             

Total AL# 14.231 120,142           

The accompanying notes are an integral part of this schedule.
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ARROWHEAD ECONOMIC OPPORTUNITY AGENCY AND SUBSIDIARIES 
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS (CONTINUED)

Year Ended June 30, 2025

Federal Grantor/ Federal
Pass-Through Grantor/ Assistance Federal
Program or Cluster Title Listing Number Expenditures

U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT (CONTINUED)

Pass-through Program from: St. Louis County, Minnesota
Home Investment Partnerships Program 14.239 179,036$         
Home Investment Partnerships Program 14.239 7,298              
Home Investment Partnerships Program 14.239 26,884             
Home Investment Partnerships Program 14.239 1,270              

Total AL# 14.239 214,488           

Section 8 Project-Based Cluster
Pass-through Program from:  Virginia MN HRA
Project Based Rental Assistance 14.195 179,767           

Pass-through Program from:  Virginia MN HRA
Section 8 Moderate Rehabilitation Single Room Occupancy 14.249 30,607             

Total Section 8 Project-Based Cluster 210,374           

Direct
Continuum of Care Program - MN0083L5K042316 14.267 10,183             
Continuum of Care Program - MN0083L5K042417 14.267 2,240              
Continuum of Care Program - MN0468L5K042102 14.267 5,168              
Continuum of Care Program - MN0180L5K092212 14.267 22,720             
Continuum of Care Program - MN0180L5K092313 14.267 43,877             
Continuum of Care Program - MN0297L5K092209 14.267 32,318             
Continuum of Care Program - MN0297L5K092310 14.267 134,834           
Continuum of Care Program - MN0080L5K042316 14.267 19,805             
Continuum of Care Program - MN0080L5K042417 14.267 1,991              
Continuum of Care Program - MN0111L5K092215 14.267 18,423             
Continuum of Care Program - MN0111L5K092316 14.267 28,123             
Continuum of Care Program 14.267 59,958             

Pass-through Program from: KOOTASCA Community Action, Inc.
Continuum of Care Program 14.267 9,632              

Total AL# 14.267 389,272           

TOTAL U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT 1,353,812        

U.S. DEPARTMENT OF LABOR

Pass-through Program from: Minnesota Department of Employment and Economic Development
Senior Community Service Employment Program - 4215100 17.235 37,119             

Direct
YouthBuild - 23A60YB000036 17.274 327,779           

TOTAL U.S. DEPARTMENT OF LABOR 364,898           

The accompanying notes are an integral part of this schedule.
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ARROWHEAD ECONOMIC OPPORTUNITY AGENCY AND SUBSIDIARIES 
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS (CONTINUED)

Year Ended June 30, 2025

Federal Grantor/ Federal
Pass-Through Grantor/ Assistance Federal
Program or Cluster Title Listing Number Expenditures

U.S. DEPARTMENT OF TRANSPORTATION

Pass-through Program from: Minnesota Department of Transportation
Formula Grants for Rural Areas and Tribal Transit Program 
   - Arrowhead Transit 1054515 20.509 820,637$         
Formula Grants for Rural Areas and Tribal Transit Program 
   - Arrowhead Transit 1057415 20.509 1,103,704        
Formula Grants for Rural Areas and Tribal Transit Program 1050422 20.509 1,628,220        
Formula Grants for Rural Areas and Tribal Transit Program 1054271 20.509 1,026,400        

Total AL# 20.509 4,578,961        

Federal Transit Cluster
Pass-through Program from: Minnesota Department of Transportation
Bus and Bus Facilities Formula, Competitive, and Low or No Emissions Programs 20.526 66,160             

TOTAL U.S. DEPARTMENT OF TRANSPORTATION 4,645,121        

U.S. DEPARTMENT OF ENERGY

Pass-through Program from: Minnesota Department of Commerce
Weatherization Assistance for Low-Income Persons - E & I 81.042 17,490             
Weatherization Assistance for Low-Income Persons - BIL 81.042 995,664           
Weatherization Assistance for Low-Income Persons - WAP DOE A2500 81.042 762,271           

Total AL# 81.042 1,775,425        

TOTAL U.S. DEPARTMENT OF ENERGY 1,775,425        

U.S. DEPARTMENT OF EDUCATION

Pass-through Program from: Minnesota Department of Education
Adult Education - Basic Grants to States 84.002 87,300             

TOTAL U.S. DEPARTMENT OF EDUCATION 87,300             

The accompanying notes are an integral part of this schedule.
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ARROWHEAD ECONOMIC OPPORTUNITY AGENCY AND SUBSIDIARIES 
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS (CONTINUED)

Year Ended June 30, 2025

Federal Grantor/ Federal
Pass-Through Grantor/ Assistance Federal
Program or Cluster Title Listing Number Expenditures

U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

Aging Cluster
Pass-through Program from: Arrowhead Regional Development Commission
Special Programs for the Aging-Title III, Part B-Grants for Supportive Services
   and Senior Centers - 303-24-003B-524 93.044 9,534$             
Special Programs for the Aging-Title III, Part B-Grants for Supportive Services
   and Senior Centers - 303-25-003B-524 93.044 7,825              
COVID-19 - Special Programs for the Aging-Title III, Part B-Grants for Supportive 
   Services and Senior Centers - 303-24-ARPB-524 93.044 763                 

Total AL# 93.044 18,122             

Pass-through Program from: Arrowhead Regional Development Commission
Special Programs for the Aging, Title III, Part C, Nutrition Services
   - Meals on Wheels - 303-24-00C2-AEO 93.045 253,283           
Special Programs for the Aging, Title III, Part C, Nutrition Services
   - Meals on Wheels - 303-25-00C2-AEO 93.045 260,193           
Special Programs for the Aging, Title III, Part C, Nutrition Services 
   - Meals on Wheels - 303-24-00C2-AEO 93.045 9,925              
Special Programs for the Aging, Title III, Part C, Nutrition Services - 
    Senior Dining - 303-24-00C1-AEO 93.045 594,320           
Special Programs for the Aging, Title III, Part C, Nutrition Services - 
    Senior Dining - 303-25-00C1-AEO 93.045 360,098           
COVID-19 - Special Programs for the Aging, Title III, Part C, Nutrition Services - 
    Senior Dining - 303-24-00C1-AEO 93.045 13,394             

Total AL# 93.045 1,491,213        

Pass-through Program from: Arrowhead Regional Development Commission
Nutrition Services Incentive Program - Meals on Wheels 303-24-00C2-AEO 93.053 78,674             
Nutrition Services Incentive Program - Meals on Wheels 303-25-00C2-AEO 93.053 50,340             
Nutrition Services Incentive Program - Senior Dining - 303-25-00C1-AEO 93.053 25,500             

Total AL# 93.053 154,514           

Total Aging Cluster 1,663,849        

The accompanying notes are an integral part of this schedule.
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ARROWHEAD ECONOMIC OPPORTUNITY AGENCY AND SUBSIDIARIES 
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS (CONTINUED)

Year Ended June 30, 2025

Federal Grantor/ Federal
Pass-Through Grantor/ Assistance Federal
Program or Cluster Title Listing Number Expenditures

U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES (CONTINUED)

Pass-through Program from: Minnesota Department of Health
COVID-19 - Immunization Cooperative Agreements 93.268 27,518$           

Pass-through Program from: Minnesota Department of Commerce
Low-Income Home Energy Assistance - EAP/WX A2122 93.568 892,533           
Low-Income Home Energy Assistance - 2402MNLIEA 93.568 271,570           
Low-Income Home Energy Assistance - 2403MNLIEA 93.568 779,750           

Total AL# 93.568 1,943,853        

Pass-through Program from: Minnesota Department of Human Services
Community Services Block Grant - 229391 93.569 302,217           

Total AL# 93.569 302,217           

Head Start Cluster
Direct
Head Start 05CH012521-01 93.600 3,464,954        
Head Start 05CH012521-02 93.600 1,178,029        

Total Head Start Cluster AL# 93.600 4,642,983        

Pass-through Program from: Minnesota Department of Human Services
John H. Chafee Foster Care Program for Successful Transition to Adulthood 93.674 165,000           

TOTAL U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 8,745,420        

CORPORATION FOR NATIONAL AND COMMUNITY SERVICE

Direct
AmeriCorps Retired and Senior Volunteer Program Federal 23SRENMN005 94.002 97,474             
AmeriCorps Retired and Senior Volunteer Program Federal 23SRENMN005 94.002 20,885             

Total AL# 94.002 118,359           

TOTAL CORPORATION FOR NATIONAL AND COMMUNITY SERVICE 118,359           

TOTAL EXPENDITURES OF FEDERAL AWARDS 17,543,527$    

The accompanying notes are an integral part of this schedule.
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NOTE A - BASIS OF PRESENTATION 
 
The accompanying schedule of expenditures of federal awards (the Schedule) includes the 
federal award activity of Arrowhead Economic Opportunity Agency and subsidiaries under 
programs of the federal government for the year ended June 30, 2025. The information in this 
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 Arrowhead Economic Opportunity Agency and subsidiaries, 
it is not intended to and does not present the financial position, changes in net assets, or cash 
flows of Arrowhead Economic Opportunity Agency and subsidiaries. 
 
 
NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such 
expenditures are recognized following the cost principles contained in the Uniform Guidance, 
wherein certain types of expenditures are not allowable or are limited as to reimbursement. The 
Organization has elected to not use the 10 percent de minimis indirect cost rate allowed under 
the Uniform Guidance.  
 
 
NOTE C - CLUSTERS 
 
Clusters of programs are groupings of closely related programs that share common compliance 
requirements. Total expenditures by cluster are: 
 
   SNAP Cluster  $ 289,803 
   CDBG/Entitlement Grants Cluster  391,630 
   Section 8 Project-Based Cluster  210,374 
   Federal Transit Cluster  66,160 
   Aging Cluster  1,663,849 
   Head Start Cluster  4,642,983 
 
     $ 7,264,799 
    
 
NOTE D - PASS-THROUGH ENTITIES 
 
There were no pass-through entities. 
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL 
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND 

OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS 
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

To the Board of Directors of 
  Arrowhead Economic Opportunity Agency 

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 (Government 
Auditing Standards), the consolidated financial statements of Arrowhead Economic Opportunity 
Agency (a nonprofit organization) and subsidiaries as of and for the year ended June 30, 2025, 
and the related notes to the financial statements, which collectively comprise Arrowhead 
Economic Opportunity Agency and subsidiaries’ basic financial statements and have issued our 
report thereon dated December 19, 2025. Our report includes a reference to other auditors who 
audited the financial statements of Ivy Manor Limited Partnership, as described in our report on 
the Organization’s financial statements. The financial statements of the Ivy Manor Limited 
Partnership were not audited in accordance with Government Auditing Standards, and 
accordingly, this report does not include reporting on internal control over financial reporting or 
compliance and other matters associated with the Ivy Manor Limited Partnership or that are 
reported on separately by those auditors who audited the financial statements of Ivy Manor 
Limited Partnership. 

Report on Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered Arrowhead 
Economic Opportunity Agency and subsidiaries’ 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 opinion on the consolidated financial statements, but not for the 
purpose of expressing an opinion on the effectiveness of Arrowhead Economic Opportunity 
Agency and subsidiaries’ internal control. Accordingly, we do not express an opinion on the 
effectiveness of Arrowhead Economic Opportunity Agency and subsidiaries’ 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 consolidated 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. 
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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. Given these limitations, during our audit we did 
not identify any deficiencies in internal control that we consider to be material weaknesses. 
However, material weaknesses or significant deficiencies may exist that were not identified. 

Report on Compliance and Other Matters 

As part of obtaining reasonable assurance about whether Arrowhead Economic Opportunity 
Agency and subsidiaries’ consolidated 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 
consolidated financial statements. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an 
opinion. The results of our tests disclosed no instances of noncompliance or other matters that 
are required to be reported under Government Auditing Standards. 

Purpose of This Report 

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

Virginia, Minnesota 
December 19, 2025 
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR 
EACH MAJOR FEDERAL PROGRAM AND ON INTERNAL CONTROL 

OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE 

To the Board of Directors of 
  Arrowhead Economic Opportunity Agency 

Report on Compliance for Each Major Federal Program 

Opinion on Each Major Federal Program 

We have audited Arrowhead Economic Opportunity Agency and subsidiaries’ compliance with 
the types of compliance requirements identified as subject to audit in the OMB Compliance 
Supplement that could have a direct and material effect on each of Arrowhead Economic 
Opportunity Agency and subsidiaries’ major federal programs for the year ended June 30, 2025. 
Arrowhead Economic Opportunity Agency and subsidiaries’ major federal programs are 
identified in the summary of auditor's results section of the accompanying schedule of findings 
and questioned costs. 

In our opinion, Arrowhead Economic Opportunity Agency and subsidiaries’ complied, in all 
material respects, with the compliance requirements referred to above that could have a direct 
and material effect on each of its major federal programs for the year ended June 30, 2025. 

Basis for Opinion on Each Major Federal Program 

We conducted our audit of compliance in accordance with auditing standards generally 
accepted in the United States of America (GAAS); the standards applicable to financial audits 
contained in Government Auditing Standards issued by the Comptroller General of the United 
States (Government Auditing Standards); and the audit requirements of Title 2 U.S. Code of 
Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit 
Requirements for Federal Awards (Uniform Guidance). Our responsibilities under those 
standards and the Uniform Guidance are further described in the Auditor's Responsibilities for 
the Audit of Compliance section of our report. 

We are required to be independent of Arrowhead Economic Opportunity Agency and 
subsidiaries’ and to meet our other ethical responsibilities, in accordance with relevant ethical 
requirements relating to our audit. We believe that the audit evidence we have obtained is 
sufficient and appropriate to provide a basis for our opinion on compliance for each major 
federal program. Our audit does not provide a legal determination of Arrowhead Economic 
Opportunity Agency and subsidiaries’ compliance with the compliance requirements referred to 
above. 
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Responsibilities of Management for Compliance 

Management is responsible for compliance with the requirements referred to above and for the 
design, implementation, and maintenance of effective internal control over compliance with the 
requirements of laws, statutes, regulations, rules and provisions of contracts or grant 
agreements applicable to Arrowhead Economic Opportunity Agency and subsidiaries’ federal 
programs. 

Auditor's Responsibilities for the Audit of Compliance 

Our objectives are to obtain reasonable assurance about whether material noncompliance with 
the compliance requirements referred to above occurred, whether due to fraud or error, and 
express an opinion on Arrowhead Economic Opportunity Agency and subsidiaries’ compliance 
based on our audit. Reasonable assurance is a high level of assurance but is not absolute 
assurance and therefore is not a guarantee that an audit conducted in accordance with GAAS, 
Government Auditing Standards, and the Uniform Guidance will always detect material 
noncompliance when it exists. The risk of not detecting material noncompliance resulting from 
fraud is higher than for that resulting from error, as fraud may involve collusion, forgery, 
intentional omissions, misrepresentations, or the override of internal control. Noncompliance 
with the compliance requirements referred to above is considered material if there is a 
substantial likelihood that, individually or in the aggregate, it would influence the judgment made 
by a reasonable user of the report on compliance about Arrowhead Economic Opportunity 
Agency and subsidiaries’ compliance with the requirements of each major federal program as a 
whole. 

In performing an audit in accordance with GAAS, Government Auditing Standards, and the 
Uniform Guidance, we 

• exercise professional judgment and maintain professional skepticism throughout the
audit.

• identify and assess the risks of material noncompliance, whether due to fraud or error,
and design and perform audit procedures responsive to those risks. Such procedures
include examining, on a test basis, evidence regarding Arrowhead Economic
Opportunity Agency and subsidiaries’ compliance with the compliance requirements
referred to above and performing such other procedures as we considered necessary in
the circumstances.

• obtain an understanding of Arrowhead Economic Opportunity Agency and subsidiaries’
internal control over compliance relevant to the audit in order to design audit procedures
that are appropriate in the circumstances and to test and report on internal control over
compliance in accordance with the Uniform Guidance, but not for the purpose of
expressing an opinion on the effectiveness of Arrowhead Economic Opportunity Agency
and subsidiaries’ internal control over compliance. Accordingly, no such opinion is
expressed.

We are required to communicate with those charged with governance regarding, among other 
matters, the planned scope and timing of the audit and any significant deficiencies and material 
weaknesses in internal control over compliance that we identified during the audit. 

Report on 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 
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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 Auditor's Responsibilities for the Audit of Compliance section above and was not designed 
to identify all deficiencies in internal control over compliance that might be material weaknesses 
or significant deficiencies in internal control over compliance. Given these limitations, during our 
audit we did not identify any deficiencies in internal control over compliance that we consider to 
be material weaknesses, as defined above. However, material weaknesses or significant 
deficiencies in internal control over compliance may exist that were not identified. 

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of 
internal control over compliance. Accordingly, no such opinion is expressed. 

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. 

Virginia, Minnesota 
December 19, 2025 
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None. 
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Section I - Summary Of Auditor’s Results 

Financial Statements 

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

Internal control over financial reporting: 

• Material weakness identified? yes   X no 

• Significant deficiency identified? yes   X none reported 

Noncompliance material to financial 
  statements noted? yes   X no 

Federal Awards 

Internal control over major federal programs: 

• Material weakness identified? yes   X no 

• Significant deficiency identified? yes   X none reported 

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

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

Identification of major federal programs: 

Assistance Listing Number(s) Name of Federal Program or Cluster 
14.218  Community Development Block Grants/Entitlement 

  Grants Cluster 
93.044, 93.045, and 93.053 Aging Cluster 
93.600 Head Start Cluster 

Dollar threshold used to distinguish between 
  Type A and Type B programs: $ 750,000 

Auditee qualified as low-risk auditee?   X  yes no 
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Section II – Financial Statement Findings 

None noted. 

Section III – Federal Award Findings And Questioned Costs 

None noted. 
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