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INDEPENDENT AUDITOR’S REPORT
 
 
To the Board of Commissioners 
 of North Iowa Regional Housing Authority: 
 
I was engaged to audit the accompanying financial statements of the North Iowa 
Regional Housing Authority as of September 30, 2007 and 2006 and for the years 
then ended as listed in the table of contents. These financial statements are the 
responsibility of the North Iowa Regional Housing Authority. 
 
Except as explained in the following paragraph, I conducted my audits in 
accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government 
Auditing Standards issued by the Comptroller General of the United States.  Those 
standards require that I plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free of material misstatement.  An 
audit includes examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements.  An audit also includes assessing the 
accounting principles used and significant estimates made by management, as well 
as evaluating the overall financial presentation.  I believe that my audits 
provide a reasonable basis for my opinion. 
 
As discussed in Note 5, the Authority has expended certain Housing and Urban 
Development grant funds in a manner that may have violated certain restrictions of 
the related grants.  These matters have been reported to the appropriate 
officials.  I have been unable to obtain sufficient evidential matter relating to 
the outcome of these violations. 
 
In my opinion, except for the effect of an unfavorable outcome of the Housing and 
Urban Development grant provision violations, as described in the above paragraph, 
the financial statements referred to above present fairly, in all material 
respects, the financial position of the North Iowa Regional Housing Authority as 
of September 30, 2007 and 2006 and the results of its operations and cash flows 
for the year then ended in conformity with accounting principles generally 
accepted in the United States of America. 
 
In accordance with Government Auditing Standards, I have also issued my reports 
dated June 26, 2008, on my consideration of the North Iowa Regional Housing 
Authority’s internal control over financial reporting and my tests of its 
compliance with certain provisions of laws, regulations, contracts and grants.  
Those reports are an integral part of an audit performed in accordance with 
Government Auditing Standards and should be read in conjunction with this report 
n considering the results of my audit. i
 
Management’s Discussion and Analysis on pages 3 through 8 are not required parts 
of the basic financial statements, but are supplementary information required by 
the Governmental Accounting Standards Board.  I applied limited procedures, which 
consisted principally of inquiries of management regarding the methods of 
measurement and presentation of the supplementary information.  I did not audit 
the information and express no opinion on it. 
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My audit was performed for the purpose of forming opinions on the financial 
statements that collectively comprise the North Iowa Regional Housing Authority’s 
basic financial statements. The Schedule of Expenditures of Federal Awards 
required by U.S. Office of Management and Budget (OMB) Circular A-133 and the 
Financial Data Schedule required by the Department of Housing and Urban 
Development, Real Estate Assessment Center, is presented for purposes of 
additional analysis and is not a required part of the basic financial statements.  
Such information has been subjected to the auditing procedures applied in my audit 
of the basic financial statements and, in my opinion, is fairly stated in all 
material respects in relation to the basic financial statements taken as a whole. 
 
 

 
 
June 26, 2008 
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MANAGEMENT’S DISCUSSION AND ANALYSIS 
 
 
North Iowa Regional Housing Authority (NIRHA) operates under two Department of 
Housing and Urban Development (HUD) programs, providing income-based housing and 
rental assistance to lower income families residing in the northern Iowa counties 
of Cerro Gordo, Floyd, Franklin, Hancock, Kossuth, Mitchell, Winnebago, and Worth.  
The incorporated cities of Charles City, Mason City, and Riceville receive 
assistance from other housing authorities, and residents of those communities are 
ineligible for assistance from NIRHA.  A governing board, consisting of 
commissioners appointed by Supervisors of each of the eight counties, hires an 
Executive Director to oversee the daily management of the housing authority and 
supervise the administrative and maintenance staff as they work toward achieving 
the housing authority’s goals and mission. 

The mission of the North Iowa Regional Housing Authority is to 

assist low-income families with decent, safe and affordable 

housing opportunities as they strive to achieve self-sufficiency 

and improve the quality of their lives.  The Housing Authority 

is committed to operating in an efficient, ethical, and 

professional manner.  The Housing Authority will create and 

maintain partnerships with its clients and appropriate community 

agencies in order to accomplish this mission. 

 

The Public Housing Program provides assistance for low income families, elderly, 
and disabled persons in rental units owned and managed by NIRHA.  Properties are 
located in ten northern Iowa communities.  The units are designed to blend into 
and complement their respective neighborhoods.  The units vary in bedroom sizes 
and range in style from duplexes and multi-family town houses with separate 
entrances to a multi-level apartment building.  Capital improvement grants from 
HUD permit NIRHA to maintain the physical structure of the buildings and improve 
energy efficiency.  Tenant rents are income based at approximately 30% of income.  
Since rental income is generally insufficient for NIRHA to operate the properties, 
HUD operating grants are used to provide a significant portion of the revenue gap. 

The Housing Choice Voucher program is designed to enable elderly, disabled, and 
low income families the ability to rent decent, safe, and sanitary housing.  The 
voucher program permits participants to find an apartment or house from the 
private rental market.  Participants’ rent is income-based and initial lease-up 
rent does not exceed 40% of their adjusted monthly income. Participants pay their 
portion of the rent to their landlord, and the balance of the rent is paid by 
NIRHA directly to the landlord.  HUD subsidizes 100% of the landlord payments made 
by NIRHA.  HUD also provides a subsidy to NIRHA to defray costs of administering 
the program. 
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Operating and financial data for both programs is closely monitored by HUD via 
monthly and quarterly reporting.  HUD reporting also includes tenant income 
eligibility and family data. On-site compliance reviews are periodically scheduled 
by HUD to validate report data and to insure program integrity.  As a result of an 
on-site compliance review conducted by HUD during 2004, NIRHA was classified as a 
“troubled” agency.  The troubled classification was the result of mismanagement, 
failure to comply with regulations, and staffing issues. 

The “troubled” status caused NIRHA to begin an extensive reorganization in 2005, 
including replacement of several commissioners, a new executive director, and the 
hiring of new staff members.  Employees were required to attend professional 
trainings and conferences to better understand regulations and responsibilities.  
Internal reviews provided immediate feedback to employees and further enhanced 
compliance and regulatory knowledge.  NIRHA has made substantial changes and 
improvements and expects to be removed from “troubled” status and upgraded to a 
“standard performer” classification during 2008.  NIRHA has made its primary goal 
the attainment of “high performer” status by September 30, 2009, to be achieved by 
continued aggressive compliance and financial performance. 

North Iowa Regional Housing Authority’s performance and goals are dedicated to 
complying with program administration regulations.  NIRHA has developed a system 
of internal procedures to ensure that expenditures represent allowable costs and 
are properly documented and approved.  Revised procedures also ensure that 
calculations related to rent subsidies are accurate and in accordance with federal 
regulations.  Additional procedures are in place to ensure NIRHA is in compliance 
with state and local laws.  Policies are continually reviewed for legal and 
regulatory changes as well as changes in circumstances.  

NIRHA depends almost exclusively upon federal funding.   Recently, Congress has 
been reluctant to increase funding for housing programs.  A reduction in grants 
coupled with expected increases in fuel and material costs make it difficult to 
project the agency’s financial needs in the next three to five years.  Although 
NIRHA has diligently earmarked and used available HUD capital improvement funding 
to complete major public housing repairs and to make the units energy efficient, a 
reduction in federal funding could jeopardize future site improvements. The 
commissioners and management of NIRHA will continue to monitor unfavorable funding 
trends and make the adjustments necessary to maintain financial stability. 
 
 
2007 FINANCIAL INFORMATION  

The following pages contain a narrative overview and analysis highlighting key 
financial activities for the fiscal year ended September 30, 2007, with 
comparative data from the fiscal years ended September 30, 2006 and 2005 
respectively.  We encourage readers to consider this information in conjunction 
with the housing authority’s audited financial statements. 

The accompanying audited financial statements were prepared using the accrual 
basis of accounting and the economic resources measurement focus, which is similar 
to the accounting used by most private sector companies.  All of the current 
year’s revenues and expenses are taken into account, regardless of when cash is 
received or paid. 
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The Statement of Net Assets presents all of the housing authority’s assets and 
liabilities, with the difference between the two reported as “net assets.”   Over 
time, increases or decreases in net assets may serve as a useful indicator of 
whether the financial position of NIRHA is improving or deteriorating. 
 
 
     2007     2006      2005 

 Current and other assets $  819,100 $1,265,911 $  816,211 
 
 Capital assets  4,094,666  3,906,861  3,701,359
 Total assets $4,913,766 $5,172,772 $4,517,570 
 
 Short-term liabilities $  171,718 $  143,691 $  285,630 
 Other liabilities                   0          0          0
 Total liabilities $  171,718 $  143,691 $  285,630
 
 Net assets: 
  Invested in capital assets, 
      net of related debt $4,094,666 $3,906,861 $3,701,359 
  Restricted 0  0 4,795 
  Unrestricted    647,382  1,122,220    525,786 
  Total net assets $4,742,048 $5,029,081 $4,231,940 
 
 
 

• Assets exceeded liabilities by approximately $4,742,000 as of September 30, 
2007.  The major component of assets is the investment in buildings and other 
capital assets, net of depreciation of $2,743,000.  Current assets of $801,000 
comprise the other major asset component.  Included in the large dollar of 
current assets is cash received from HUD and available for the nearly complete 
capital improvement projects at two public housing sites. The 2007 decline in 
current assets is largely attributable to cash payments for a major exterior 
renovation at a large three-story apartment complex.  Current assets in the 
Housing Choice Voucher (HCV) program are also large because cash received from 
HUD in previous years for voucher payments has not been spent for voucher 
program landlord payments.  HUD reduced voucher funding late in the fiscal year 
because of the large unspent cash, and NIRHA is now being forced to spend down 
the excess funds. 

• Liabilities totaling approximately $172,000 are all current, and are 
comprised mostly of accounts payable, construction contract retentions payable, 
and accrued expenses.  NIRHA is fortunate to have no long-term debt. 
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The Statement of Revenues, Expenses, and Changes in Net Assets presents 
information showing how net assets changed during the most recent fiscal year, 
and compares the data to the prior fiscal year.  All changes in net assets are 
reported when the change occurs, regardless of the timing of related cash 
flows.  Thus, revenues and expenses are reported in this statement for some 
items that will not impact cash flow until future fiscal periods. 

 
   2007     2006     2005 

 Revenue by source 
  Rents $  101,307 $  139,655 $  193,458 
  Grants and contributions 1,130,038 1,916,445 1,153,825 
  Miscellaneous     33,299     12,336      9,462 
  Total revenues $1,264,644 $2,068,436 $1,356,745 
 
 
 Expenditures 
  Administration $  356,209 $  389,440 $  414,074 
  HAP payments 842,869 690,447 811,270 
  Depreciation 183,493 173,600 167,715 
  Maintenance and Other 221,961 215,950 296,798 
  Miscellaneous          0     36,760      4,505
  Total expenses $1,604,532 $1,506,197 $1,694,362 
 
 
 Non operating revenues (expenses) 
  Capital contributions $    4,746 $   46,332 $   53,590 
  Other     48,109     22,880      7,198
  Total non operating 
   revenues $   52,855 $   69,212 $   60,788 
 
 
 Extraordinary item $        0 $  165,690 $        0 
 
 
 Change in net assets $ (287,033) $  797,141 $ (276,829) 
 
 Net assets at beginning 
  of year $5,029,081 $4,231,940 $5,184,851 
 
 Prior Period Adjustments $        0 $        0 $ (676,082) 

 

Net assets at end of year $4,742,048 $5,029,081 $4,231,940 
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• Rental income from tenants residing in the public housing units owned by the 
housing authority, plus grants from the Department of Housing and Urban 
Development (HUD) represent the majority of the operating revenue of NIRHA.  
Likewise, payments to landlords for tenants participating in the Housing Choice 
Voucher program constitute the single largest operating expense.  
Administrative expenses, maintenance expenses, and depreciation comprise most 
of the remaining operating expenses. 

• Combined operating revenues of the two programs operated by NIRHA decreased 
39%, or approximately $804,000 from fiscal year 2006 to fiscal year 2007.   
This was mainly attributable to the decrease in Housing Choice Voucher funding 
(as mentioned above), and capital improvement funding not yet available for 
2007.  

• Unit occupancy in public housing units has remained fairly stable.  Rental 
income is subject to the income of the tenant.  In addition, a rent formula 
calculation permits a decrease in rents based on a predetermined utility 
allowance for tenant paid utilities.  There was a major increase in the utility 
allowances during 2007 resulting in decreased rental income.  A third party was 
contracted to compute the utility allowances, and NIRHA believes that the 
resulting amounts were larger than necessary, causing a decline in rent income, 
even though occupancy remained stable. (See graphs below.)  

• Units served by the Housing Choice Voucher program during fiscal year 2006 
dipped to low numbers while NIRHA continued working through compliance issues.  
Management revamped tenant screening processes, invested in staff training 
programs, and realigned staffing responsibilities in an attempt to reduce 
errors and reporting problems.  The effects of the improved procedures became 
evident in 2007 with an increase in voucher program participants and a 
resultant increase in the amount of payments to landlords.  (See graphs below.)  
As the number of program participants increases, the dollar amount expended to 
landlords also increases.  However, HUD provides funding based upon the number 
of Housing Choice Voucher tenants and the dollar amount paid to landlords, so 
as expenses increase, revenues also increase.  A temporary moratorium was 
placed on adding tenants to the program late in 2007 when HUD informed NIRHA of 
reduced funding.  Additional tenants will be added when future funding 
availability is known.   NIRHA’s goal is to achieve full lease-up of authorized 
units in the HCV program by the end of the fiscal year ending September 30, 
2009.  
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The graphs below chart the changes in unit months leased for both the 
Public Housing and HCV programs along with changes in Public Housing 
rental income and changes in HCV payments to landlords. 
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The financial reports are designed to present our citizens, taxpayers, 
customers, investors, creditors, and other users with a general 
overview of the housing authority’s finances and operating activities.  
If you have any questions or require additional information, please 
contact: 
 

North Iowa Regional Housing Authority 
202 1st St., S.E., Suite 203 
Mason City, Iowa 50401 
641-423-0897 
 
 
 
 
 
 

- 8 - 



 
EXHIBIT 1 

 
NORTH IOWA REGIONAL HOUSING AUTHORITY 

Statements of Net Assets  
Years Ended September 30, 2007 and 2006 

 
 
 
 
    2007     2006  
ASSETS:    
 Current assets:    
  Cash  $  170,621 $  439,043 
  Investments 615,261 305,504 
  Receivables:    
   Accounts receivable-Trade 3,636 3,839 
   Accounts receivable-HUD - 493,607 
  Accrued interest 7,502 888 
  Prepaid expenses      4,184      8,756
   Total current assets $  801,204 $1,251,637 
     
 Non-current assets:    
  Restricted assets:    
    Cash $    4,689 $        - 
    Investments     13,207     14,274 
   Total restricted assets $   17,896 $   14,274
    
  Capital assets:    
    Land and land improvements $  940,737 $  940,738 
    Buildings 5,713,667 5,058,028 
    Equipment 140,646 140,646 
    Leasehold improvements 4,674 - 
    Construction in progress     38,124    327,138
   Total capital assets $6,837,848 $6,466,550 
    Less accumulated depreciation (2,743,182) (2,559,689) 
   Net capital assets $4,094,666 $3,906,861
    
   Total non-current assets $4,112,562 $3,921,135
    
   Total assets $4,913,766 $5,172,772
    
LIABILITIES:    
 Current liabilities:    
  Accounts payable $   11,022 $    6,453 
  Contracts payable 58,960 79,838 
  Accrued expenses:   
    Payroll 10,637 10,563 
    Compensated absences 13,625 17,946 
    Other 7,635 12,077  
  Prepaid rent     1,272  2,540 
  Deferred revenue 50,679 - 
  Security deposits     17,888     14,274
   Total current liabilities $  171,718 $  143,691
    
   Total liabilities $  171,718 $  143,691
    
NET ASSETS:    
 Invested in capital assets, net of related debt $4,094,666 $3,906,861 
 Unrestricted    647,382  1,122,220
    
   Total net assets $4,742,048 $5,029,081 
 
 

                   
 

See Notes to Financial Statements. 
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EXHIBIT 2 

 
NORTH IOWA REGIONAL HOUSING AUTHORITY 

Statements of Revenues, Expenses, and Changes in Net Assets 
Years Ended September 30, 2007 and 2006 

 
 
 
 
     2007     2006   
Operating Revenues:    
 Rent    $  101,307 $  139,655 
 Grants and contributions   1,130,038 1,916,445 
 Miscellaneous      33,299     12,336
   Total operating revenue  $1,264,644 $2,068,436
    
Operating Expenses:    
 Administrative   $  356,209 $  389,440 
 Utilities   56,563 37,803 

Maintenance   165,398 178,147 
 Depreciation   183,493 173,600 
 HAP payments   842,869 690,447 
 Miscellaneous           -     36,760
   Total operating expenses  $1,604,532 $1,506,197
    
   Operating income (loss)  $ (339,888) $  562,239
  
Non-operating revenues:  
  Interest   $   48,109 $   19,284 
 Capital contributions   4,746 46,332 
 Gain on sale of capital assets   - 4,233  
 Loss on sale of investment houses           -       (637) 
   Total non-operating revenues    $   52,855 $   69,212 
 
   Income before extraordinary item  $ (287,033) $  631,451  
 
Extraordinary item            -     165,690 
    
Change in net assets   $ (287,033) $  797,141  
  
Net assets beginning of year   5,029,081  4,231,940
      
Net assets end of year  $4,742,048 $5,029,081 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

See Notes to Financial Statements. 
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EXHIBIT 3 

 
NORTH IOWA REGIONAL HOUSING AUTHORITY 

Statements of Cash Flows 
Years Ended September 30, 2007 and 2006 

 
 
 
 
    2007     2006  
    
Cash Flows from Operating Activities: 
 Cash received from rental receipts $  101,202 $  146,797        
 Cash received from HUD 1,678,976 1,422,838  
 Cash paid to employees for services (239,364) (275,188)  
 Cash paid to suppliers of goods or services (343,965) (269,959) 
 Cash paid for HAP payments (842,869) (692,217) 
 Proceeds from miscellaneous items 33,299 - 
 Proceeds from tenant security deposits      3,614     (5,844) 
   Net cash provided (used) by operating activities $  390,893 $  326,427
 
Cash Flows from Capital and Related Financing Activities: 
 Capital contribution $        - $   46,332
 
Cash Flows from Investing Activities: 
 Purchase of investments $ (696,008) $ (326,275) 
 Proceeds from sale of investments 387,000 - 
 Interest received     41,490  18,396 
 Proceeds from sale of capital assets -  4,233 
 Proceeds from sale of investment houses - 2,567 
 Purchase of capital assets (12,050) (76,805) 
 Capital improvements   (375,058)   (167,915) 
   Net cash provided by investing activities  $ (654,626) $ (545,799) 
 
Net increase (decrease) in cash $ (263,733) $ (173,040) 
 
Cash beginning of year    439,043    612,083 
 
Cash end of year $  175,310 $  439,043 
 
 
 
Reconciliation of operating income (loss) to net cash 
 provided (used) by operating activities: 
 
Operating income (loss) $ (339,888) $  562,239          
Adjustments to reconcile operating income (loss) to 
 net cash from operating activities: 
 Miscellaneous - 26,281 
 Depreciation expense 183,493 173,600 
 Bad debt expense - 10,477 
 Change in assets and liabilities: 
  (Increase) decrease in receivables 493,810 (302,428) 
  (Increase) decrease in prepaid expenses 4,573 (2,851) 
  Increase (decrease) in accounts and contracts payable 4,569 (102,694) 
  Increase (decrease) in accrued expenses (8,689) (33,993) 
  Increase (decrease) in other liabilities     53,025     (4,204)  
 
   Net cash provided by operating activities $  380,893 $  326,427 
  

 
 
 
 
 
 

See Notes to Financial Statements. 
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NORTH IOWA REGIONAL HOUSING AUTHORITY 
Notes to Financial Statements 

September 30, 2007 
 
 
 (1) Summary of Significant Accounting Policies
 

A. Reporting Entity
 

The North Iowa Regional Housing Authority is a special purpose 
government organization organized under Iowa Code Chapters 28E, Joint 
Exercise of Governmental Powers, and 403A, Municipal Housing 
Projects.  The Authority is located in Mason City, Iowa, and serves 
an eight county area.  The Authority has an appointed governing body 
from the eight county area.  The Authority’s revenue is generated by 
rents from their 121 conventional low rent units and an additional 
383 Section 8 Housing Choice Voucher units.  The Authority is subject 
to Section 8 Housing Assistance Payments agreements with the U.S. 
Department of Housing and Urban Development (HUD).  The Authority’s 
major program is its Section 8 subsidy. 
 
For financial reporting purposes, North Iowa Regional Housing 
Authority has included all funds, organizations, agencies, boards, 
commissions and authorities.  The Authority has also considered all 
potential component units for which it is financially accountable and 
other organizations for which the nature and significance of their 
relationship with the Authority are such that exclusion would cause 
the Authority’s financial statements to be misleading or incomplete.  
The Governmental Accounting Standards Board has set forth criteria to 
be considered in determining financial accountability.  These 
criteria include appointing a voting majority of an organization’s 
governing body and (1) the ability of the Authority to impose its 
will on that organization or (2) the potential for the organization 
to provide specific benefits to or impose specific financial burdens 
on the Authority.  North Iowa Regional Housing Authority has no 
component units which meet the Governmental Accounting Standards 
Board criteria. 

 
B. Measurement Focus and Basis of Accounting
 

The North Iowa Regional Housing Authority maintains its financial 
records on the accrual basis of accounting in accordance with 
accounting principles generally accepted in the United States of 
America. 
 
Proprietary funds distinguish operating revenues and expenses from 
non-operating items. Operating revenues and expenses generally result 
from providing services and producing and delivering goods in 
connection with a proprietary fund’s principal ongoing operations.  
The principal operating revenues of proprietary funds are user fees 
and charges to customers for sales and services.  Operating expenses 
for proprietary funds include the cost of sales and services, 
administrative expenses and depreciation on capital assets.  All 
revenues and expenses not meeting this definition are reported as non-
operating revenues and expenses. 

 
Private-sector standards of accounting and financial reporting issued 
prior to December 1, 1989, generally are followed in proprietary fund 
financial statements to the extent that those standards do not conflict 
with or contradict guidance of the Governmental Accounting Standards 
Board.  Governments also have the option of following subsequent 
private-sector guidance for their business-type activities and 
enterprise funds, subject to this same limitation.  The Authority has 
elected not to follow subsequent private-sector guidance. 
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NORTH IOWA REGIONAL HOUSING AUTHORITY 
Notes to Financial Statements 

September 30, 2007 
 
 
 (1) Summary of Significant Accounting Policies – (continued) 

 
C. Assets, Liabilities and Net Assets
 

 Cash Management and Investments 
 
The Authority maintains two primary demand deposit accounts through 
which the majority of the Authority’s cash resources are processed.  The 
Authority’s cash and cash equivalents include amounts in demand deposits 
as well as short-term investments with an original maturity date within 
three months of the date acquired by the Authority. 
 
Trade Receivables 
 
Trade receivables as of September 30, 2007 and 2006, are net of $1,522 
and $3,283 allowance for doubtful accounts, respectively. 
 
Inventories   
  
Inventories are recognized only in those funds in which they are 
material to the extent of affecting operations.  All inventories are 
carried at lower of cost or market (first-in, first-out).  The 
consumption method of accounting is applied to the inventories. 
 
Restricted Assets 
 
Assets which can be designated by the Board of Commissioners for any use 
within the Authority’s purpose are considered to be unrestricted assets.  
Assets which are restricted for specific uses by debt requirements, 
grant provisions, or other requirements are classified as restricted 
assets.  Liabilities which are payable from restricted assets, are 
classified as such. 
 
Capital Assets 
 
Capital assets, which include land, buildings, improvements other than 
buildings, and equipment are reported by the Authority.  Capital assets 
are defined by the Authority as assets with an initial, individual cost 
of more than $5,000 and an estimated useful life in excess of one year.  
Such assets are recorded at historical cost.  Donated capital assets are 
recorded at estimated fair-market value at the date of donation. 
 
The costs of normal maintenance and repairs that do not add to the value 
of the asset or materially extend asset lives are not capitalized. 
 
Buildings, improvements other than buildings, and equipment are 
depreciated using the straight-line method over the following estimated 
useful lives: 
 
    Buildings and structures 40 years 
    Improvements other than buildings 15 years 
    Equipment 3 to 10 years 
 
Accrued Expenses 
 
Authority employees earn paid days off (PDO) at rates dependent on years 
of service.  Accumulation of more than 65 days will be forfeited if not 
used.  This liability has been computed based on rates of pay in effect 
at September 30, 2007. 
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NORTH IOWA REGIONAL HOUSING AUTHORITY 

Notes to Financial Statements 
September 30, 2007 

 
 
 
 (1) Summary of Significant Accounting Policies – (continued) 
 

Since the Authority is a government agency, it does not pay property tax on 
the public housing properties it owns.  The Authority accrues 10% of the 
dwelling rent less utilities as payment in lieu of taxes (PILOT) to be 
remitted to each county where property is located. 
 

(2) Cash and Investments  
 

The Authority’s deposits in banks at September 30, 2007 were entirely 
covered by Federal depository insurance or by the State Sinking fund in 
accordance with Chapter 12C of the Code of Iowa.  This Chapter provides for 
additional assessments against the depositories to insure there will be no 
loss of public funds. 

 
The Authority is authorized by statute to invest public funds in obligations 
of the United States government, its agencies and instrumentalities; 
certificates of deposit or other evidences of deposit at federally insured 
depository institutions approved by the Authority; prime eligible bankers 
acceptances; certain high rated commercial paper; perfected repurchase 
agreements; certain registered open-end management investment companies; 
certain joint investment trusts; and warrants or improvement certificates of 
a drainage district. 
 
The Authority had no investments meeting the disclosure requirements of 
Governmental Accounting Standards Board Statement No. 3, as amended by 
Statement No. 40.   

 
(3) Capital Assets 
 
 Capital asset activity for the year ended September 30, 2007 was as follows: 
 
                               Beginning                    Ending 
                               Balance      Increases     Decreases       Balance  
 Capital assets, not being 
  depreciated: 
   Land $  915,269 $         - $         - $  915,269 
   Construction in progress    327,138     359,249     648,263     38,124  
      Total capital assets, 
       not being depreciated $1,242,407 $   359,249 $   648,263 $  953,393  
  
 Capital assets, being 
  depreciated: 
   Buildings and structures $5,058,028 $   655,638 $         - $5,713,666 
   Improvements other than 
    buildings    25,469 - -      25,469 
   Equipment    140,646           -           -    140,646 
   Leasehold improvements          -       4,674           -      4,674 
      Total capital assets 
       being depreciated $5,224,143 $   660,312  $         - $5,884,455 
 Less accumulated 
  depreciation   2,559,689     183,493           -  2,743,182  
      Total capital assets 
   being depreciated, 
   net   $2,664,454 $   476,819 $         - $3,141,273  
   Total capital assets, 
    net   $3,906,861 $   836,068 $   648,263 $4,094,666  

 
 Depreciation expense charged to operations for the year ended September 30, 

2007 was $183,493. 
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NORTH IOWA REGIONAL HOUSING AUTHORITY 

Notes to Financial Statements 
 September 30, 2007 

 
  
(4) Pension and Retirement Benefits 
 

IPERS - The Authority contributes to the Iowa Public Employees Retirement 
System (IPERS) which is a cost-sharing multiple-employer defined benefit 
pension plan administered by the State of Iowa.  IPERS provides retirement 
and death benefits which are established by State statute to plan members 
and beneficiaries.  IPERS issues a publicly available financial report that 
includes financial statements and required supplementary information.  The 
report may be obtained by writing to IPERS, P.O. Box 9117, Des Moines, Iowa, 
50306-9117. 
 

 Plan members are required to contribute 3.70% of their covered salary with 
the member’s contribution increasing to 3.90% on July 1, 2007.  The 
Authority is required to contribute 5.75% of covered payroll with the 
Authority’s contribution increasing to 6.05% on July 1, 2007.  Contribution 
requirements are established by State statute.  The Authority’s contribution 
to IPERS for the years ended September 30, 2007, 2006 and 2005 were $14,469, 
$14,844 and $16,104 respectively, equal to the required contribution for 
each of the years. 

 
 (5) Contingencies 

 
 The Authority is under rules and regulations of HUD and is listed as a 

troubled agency.  Due to the amount of questioned costs within the 
Authority, there exists a possibility that HUD, within its regulations, will 
terminate the operations of the Authority or alternatively require repayment 
of grant funds provided to the Authority. 

 
 (6) Related Party Transactions 
 

The Authority had no business transactions between the Authority and 
Authority officials and employees during the year ended September 30, 2007. 

 
 (7) Risk Management 
 

The North Iowa Regional Housing Authority is exposed to various risks of 
loss related to torts; theft; damage to and destruction of assets; errors 
and omissions; injuries to employees; and natural disasters.  These risks 
are covered by the purchase of commercial insurance.  The Authority assumes 
liability for any deductibles and claims in excess of coverage limitations.  
Settled claims from these risks have not exceeded commercial insurance 
coverage in any of the past three fiscal years. 

 
 (8) Litigation 

 
On June 17, 2005, the Authority was notified of a complaint in violation of 
the age discrimination section of the Mason City Human Rights Code. Three 
additional related complaints were subsequently filed by the same 
individual. The complaints were closed with the execution of a consent 
agreement dated February 6, 2007 between the Authority, the individual and 
the Mason City Human Rights Commission.  Any monetary payments as a result 
of this consent agreement have been paid by the Authority’s insurance 
carrier, other than the Authority deductible.  A non-disclosure agreement is 
in place between the involved parties. 
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NORTH IOWA REGIONAL HOUSING AUTHORITY 

Notes to Financial Statements 
 September 30, 2007 

 
 
 (9) Operating Lease Activity 
 
 The Authority leases office space under a re-negotiated five-year lease 

expiring December 31, 2011.  By its terms, the lease is automatically 
extended for five additional years.  Monthly lease payment is $2,219.  Lease 
expense amounted to $27,917 for the year ended September 30, 2007.  Future 
minimum lease payments under this lease are as follows: 

  FYE 
  2008 $ 26,630 
  2009 26,630 
  2010 26,630 
  2011 26,630 
  2012    6,657 
   $113,177 
 
(10) Current Vulnerability Due to Certain Concentrations 
 
 The Authority’s operations are concentrated in the multi-family real estate 

market. In addition, the Authority operates in a heavily regulated 
environment. The operations of the Authority are subject to the 
administrative directives, rules and regulations of federal, state and local 
regulatory agencies, including, but not limited to, HUD. Such administrative 
directives, rules and regulations are subject to change by an act of 
Congress or an administrative change mandated by HUD.  Such changes may 
occur with little notice or inadequate funding to pay for the related cost, 
including the additional administrative burden to comply with a change. 

 
(11) Extraordinary Item 
 At the end of the prior fiscal year ended September 30, 2005, the Authority 

was liable to HUD in the amount of $165,690, due to HUD over-funding the 
Section 8 – Housing Choice Voucher program.  Due to unusual circumstances at 
the Authority, HUD forgave the amount due and allowed the Authority to use 
the funds for operations during fiscal year ended September 30, 2006. 

 
(12) Termination Benefits 
 As of September 30, 2007, the Authority had no terminated employees 

participating in continuation of health care coverage available from the 
Authority.  Participants pay 100% of the premium for continuing coverage.  
Continuation coverage benefits are available for eligible employees for 9 
months.  Upon termination, employees are paid for compensated absences that 
have been accrued up to termination date. 

 
(13) Commitments 
 At September 30, 2007, the following construction commitments had been made: 
 
       Total       Costs 
  Contracts Incurred 
  Northwood project $ 53,500 $  1,261 
  Rockford project   77,000   36,863 
   $130,500 $ 38,124 
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NORTH IOWA REGIONAL HOUSING AUTHORITY 

Notes to Financial Statements 
 September 30, 2007 

 
 
(14) Restated 2006 Financial Statements 
 Subsequent to the original issuance of the financial statements as of and 

for the year ended June 30, 2006, management was notified that errors had 
been made in the recognition of income related to the Housing Choice Voucher 
(HCV) Program.  In addition, certain grants were reclassified as capital 
grants rather than operating grants. 

      Operating 
  Accounts    Revenues - 
  Receivable - Accounts  Grants and 
      HUD   Payable Contributions 
  As originally stated $331,937 $120,141 $1,687,421 
  Correct recognition of HCV program 
   income 161,670 (113,688) 275,358 
  Reclassify operating grants to  
   capital grants        -        -    (46,334) 
 
  As restated $493,607 $  6,453 $1,916,445 
 

In addition, the liability for security deposits was reclassified as a 
current liability rather than a long-term liability. 
 

(15) Subsequent Events 
The Authority awarded contracts subsequent to September 30, 2007 for capital 
improvement projects totaling $370,590. 
 
On April 1, 2008, the Authority was notified by HUD that they were no longer 
a “Troubled  Agency”. 
 
On April 29, 2008, the Authority was notified of a complaint in violation of 
the age and sex discrimination section of the Mason City Human Rights Code.  
The case is currently in the inquiry stage. 
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SCHEDULE 1 

 
NORTH IOWA REGIONAL HOUSING AUTHORITY 

Schedule of Expenditures of Federal Awards 
Year Ended September 30, 2007 

 
 
               
                                               CFDA     Pass-Through     Program 

Agency or

     Grantor/Program                     Number       Number      Expenditures 
 
Federal Awards 
Direct: 
 Department of Housing and Urban Development: 
   Public and Indian Housing 14.850 IA00200104J $  218,134    
  Section 8 Housing Choice Vouchers   14.871 IA127VO      1,023,840 
   Public Housing Capital Fund: 
    Fiscal Year 2005 14.872 IA05P12750105      171,309 
    Fiscal Year 2006 14.872 IA05P12750106    165,374 
    Fiscal Year 2007 14.872 IA05P12750107          - 
  
    Total federal expenditures    $1,578,657  
  
 
 
  
 
 
Basis of Presentation – The Schedule of Expenditures of Federal Awards includes 
the federal grant activity of the North Iowa Regional Housing Authority.  The 
information on this schedule is presented in accordance with the requirements of 
OMB Circular A-133, Audits of States, Local Governments and Non-Profit   
Organizations.  Therefore, some amounts presented in this schedule may differ from 
amounts presented in, or used in the preparation of, the basic financial 
statements. 

 
Normally, expenditure of the Public Housing Capital funds are shown as program 
expenditures above but are recorded as construction in progress until the project 
or an identifiable construction portion of the total project is complete and in 
service.  At that point, the related funds are transferred to an appropriate 
capital asset account and are depreciated over its estimated useful life.  During 
the current year, HUD has allowed the Authority to reallocate the capital funds to 
operations to finance deficits that occurred in prior years.  The following table 
demonstrates how the capital funds were expended to finance operations. 
 
 Capital Fund Amount Amount 
     Year  Received Expended 
 2005 $171,309 $171,309 
 2006    165,374         165,374 
  $336,683 $336,683 
 
All of 2005 and $160,628 of 2006 Capital Fund amounts were reported as operating 
revenue and receivables as of September 30, 2006.  $4,746 of the 2006 Capital Fund 
amount is reported as operating revenue for the year ended September 30, 2007. 
 
 
 
 
 
 
 
 
 
 
 
 

See accompanying independent auditor’s report. 
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE 
AND ON INTERNAL CONTROL OVER FINANCIAL REPORTING 

 
 
To the Board of Commissioners 
North Iowa Regional Housing Authority: 
 
I have audited the financial statements of the North Iowa Regional Housing 
Authority as of and for the year ended September 30, 2007, and have issued my 
report thereon dated June 26, 2008.  I conducted my audit in accordance with 
auditing standards generally accepted in the United States of America and the 
standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States. 
 
Internal Control Over Financial Reporting 
 
In planning and performing my audit, I considered the North Iowa Regional Housing 
Authority’s internal control over financial reporting in order to determine my 
auditing procedures for the purpose of expressing my opinion on the financial 
statements and not to provide assurance on the internal control over financial 
reporting.  My consideration of the internal control over financial reporting 
would not necessarily disclose all matters in internal control over financial 
reporting that might be material weaknesses.  A material weakness is a reportable 
condition in which the design or operation of one or more of the internal control 
components does not reduce to a relatively low level the risk that misstatements 
in amounts that would be material in relation to the financial statements being 
audited may occur and not be detected within a timely period by employees in the 
normal course of performing their assigned functions.  My consideration of the 
internal control over financial reporting would not necessarily disclose all 
matters in the internal control that might be reportable conditions and, 
accordingly, would not necessarily disclose all reportable conditions that are 
also considered to be material weaknesses.  I noted no matters involving the 
internal control over financial reporting and its operation that I consider to be 
material weaknesses. 
 
Compliance 
 
As part of obtaining reasonable assurance about whether the North Iowa Regional 
Housing Authority’s financial statements are free of material misstatement, I 
performed tests of its compliance with certain provisions of laws, regulations, 
contracts and grants, noncompliance with which could have a direct and material 
effect on the determination of financial statement amounts.  However, providing an 
opinion on compliance with those provisions was not an objective of my audit and, 
accordingly, I do not express such an opinion.  The results of my tests disclosed 
instances of noncompliance that are required to be reported under Government 
Auditing Standards and which are described in the accompanying schedule of 
findings and questioned costs.    
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Comments involving statutory and other legal matters about the North Iowa Regional 
Housing Authority’s operations for the year ended September 30, 2007, are based 
exclusively on knowledge obtained from procedures performed during my audit of the 
financial statements of the North Iowa Regional Housing Authority.  Since my audit 
was based on tests and samples, not all transactions that might have had an impact 
on the comments were necessarily audited.  The comments involving statutory and 
other legal matters are not intended to constitute legal interpretations of those 
statutes.   
 
This report, a public record by law, is intended solely for the information and 
use of the officials, employees and citizens of the North Iowa Regional Housing 
Authority and other parties to whom the North Iowa Regional Housing Authority may 
report.  This report is not intended to be and should not be used by anyone other 
than these specified parties. 
 
I would like to acknowledge the many courtesies and assistance extended to us by 
personnel of the North Iowa Regional Housing Authority during the course of my 
audit. 
 
Should you have any questions concerning any of the above matters, I shall be 
pleased to discuss them with you at your convenience. 
 

 
June 26, 2008 
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE 
TO EACH MAJOR PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE 

 
 
To the Board of Commissioners 
North Iowa Regional Housing Authority:  
 
 
Compliance 
 
I have audited the compliance of the North Iowa Regional Housing Authority with 
the types of compliance requirements described in the U. S. Office of Management 
and Budget (OMB) Circular A-133 Compliance Supplement that are applicable to its 
major federal program for the year ended September 30, 2007.  The North Iowa 
Regional Housing Authority’s major federal program is identified in Part I of the 
accompanying Schedule of Findings and Questioned Costs.  Compliance with the 
requirements of laws, regulations, contracts and grants applicable to its major 
federal program is the responsibility of the North Iowa Regional Housing 
Authority’s management.  My responsibility is to express an opinion on the North 
Iowa Regional Housing Authority’s compliance based on my audit. 
 
I conducted my audit of compliance in accordance with auditing standards generally 
accepted in the United States of America and the standards applicable to financial 
audits contained in Government Auditing Standards, issued by the Comptroller 
General of the United States and OMB Circular A-133, Audits of States, Local 
Governments, and Non-Profit Organizations.  Those standards and OMB Circular A-133 
require that I plan and perform the audit to obtain reasonable assurance about 
whether non-compliance with the types of compliance requirements referred to above 
that could have a direct and material effect on a major federal program occurred.  
An audit includes examining, on a test basis, evidence about the North Iowa 
Regional Housing Authority’s compliance with those requirements and performing 
such other procedures as I considered necessary in the circumstances.  I believe 
that my audit provides a reasonable basis for my opinion.  My audit does not 
provide a legal determination on the North Iowa Regional Housing Authority’s 
compliance with those requirements. 
 
As described in items III-07-01 through III-07-08 in the accompanying schedule of 
findings and questioned costs, the North Iowa Regional Housing Authority did not 
comply with requirements regarding eligibility and special tests and provisions 
requirements that are applicable to its Section 8 Housing Choice Voucher program.  
Compliance with such requirements is necessary, in my opinion, for the North Iowa 
Regional Housing Authority to comply with requirements applicable to that program. 
 
In my opinion, because of the effects of the noncompliance described in the 
preceding paragraph, the North Iowa Regional Housing Authority did not comply, in 
all material respects, with the requirements referred to above that are applicable 
to its Section 8 Housing Choice Voucher program.   
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Internal Control Over Compliance 
 
The management of the North Iowa Regional Housing Authority is responsible for 
establishing and maintaining effective internal control over compliance with 
requirements of laws, regulations, contracts and grants applicable to federal 
programs.  In planning and performing my audit, I considered the North Iowa 
Regional Housing Authority’s internal control over compliance with requirements 
that could have a direct and material effect on a major federal program in order 
to determine my auditing procedures for the purpose of expressing my opinion on 
compliance and to test and report on internal control over compliance in 
accordance with OMB Circular A-133. 
 
I noted certain matters involving the internal control over compliance and its 
operation that I consider to be reportable conditions.  Reportable conditions 
involve matters coming to my attention relating to significant deficiencies in the 
design or operation of the internal control over compliance that, in my judgment, 
could adversely affect the North Iowa Regional Housing Authority’s ability to 
administer a major federal program in accordance with applicable requirements of 
laws, regulations, contracts and grants.  Reportable conditions are described in 
Part III of the accompanying Schedule of Findings and Questioned Costs as items   
III-07-01 to III-07-08. 
 
A material weakness is a condition in which the design or operation of one or more 
of the internal control components does not reduce to a relatively low level the 
risk that non-compliance with applicable requirements of laws, regulations, 
contracts and grants that would be material in relation to a major federal program 
being audited may occur and not be detected within a timely period by employees in 
the normal course of performing their assigned functions.  My consideration of the 
internal control over compliance would not necessarily disclose all matters in the 
internal control that might be reportable conditions and, accordingly, would not 
necessarily disclose all reportable conditions that are also considered to be 
material weaknesses.  However, I believe the reportable conditions described 
above, which are items III-07-01 to III-07-08 are material weaknesses. 
 
This report, a public record by law, is intended solely for the information and 
use of the officials, employees and citizens of the North Iowa Regional Housing 
Authority and other parties to whom the North Iowa Regional Housing Authority may 
report, including federal awarding agencies and pass-through entities and is not 
intended to be and should not be used by anyone other than these specified 
parties. 
  

 
June 26, 2008 
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NORTH IOWA REGIONAL HOUSING AUTHORITY 

Schedule of Findings and Questioned Costs 
Year Ended September 30, 2007 

 
 
Part I:  Summary of the Independent Auditor’s Results: 
 
(a) A qualified opinion was given on the financial statements. 
 
(b) No reportable conditions in internal control over financial reporting were 

disclosed by the audit of the financial statements.  
 
(c) The audit disclosed no noncompliance which is material to the financial 

statements. 
 
(d) Reportable conditions in internal control over major programs were disclosed 

by the audit of the financial statements, which were also material 
weaknesses. 

 
(e) An adverse opinion was issued on compliance with requirements applicable to 

the major program, Section 8 Housing Choice Vouchers.  
 
(f) The audit disclosed audit findings which were required to be reported in 

accordance with Office of Management and Budget Circular A-133, Section 
.510(a). 

 
(g) Programs tested as major programs were as follows: 
 

• CFDA Number 14.871 – Section 8 Housing Choice Vouchers 
 
(h) The dollar threshold used to distinguish between Type A and Type B programs 

was $300,000. 
 
(i) The Authority does not qualify as a low-risk auditee. 
 
 
Part II:  Findings Related to the Financial Statements: 
 
PRIOR YEAR REPORTABLE CONDITIONS: 
 
There were no prior year reportable conditions.  
 
INSTANCES OF NONCOMPLIANCE: 
 
Instances of noncompliance with grants, contracts and regulations affecting the 
current year financial statements exist and are included in Part III:  Findings 
and Questioned Costs for Federal Awards of this report. 
 
REPORTABLE CONDITIONS: 
 
There were no current year reportable conditions. 
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NORTH IOWA REGIONAL HOUSING AUTHORITY 

Schedule of Findings and Questioned Costs 
Year Ended September 30, 2007 

 
 
Part III:  Findings and Questioned Costs for Federal Awards: 
 
III-07-01 Failed Inspection Not Corrected According to Agency Plan – Inspections 

were failed for other than life threatening reasons. The repairs were 
not corrected within ten days. The authority is allowing up to 30 days 
to make the required repairs. 

 
 Criteria – According to the Administrative Plan, repairs need to be 

made within 10 days of the inspection. Failed inspection items have to 
be corrected prior to the payment of HAP. If it is not corrected, HAP 
is to be abated until the problem is corrected. 

 
 Effect – The HAP is paid when it should have been abated. 
 
 Cause – The Administrative Plan has not been reviewed and amended to 

remove items that are not in conformity with the actual method of 
operation of the Authority. The actual method of operation of the 
Authority is within HUD guidelines. 

 
 Recommendation – The Administrative Plan of the Authority should be 

reviewed for all items that are incongruous with the Authority’s 
manner of operation. These items should be changed to reflect the 
actual operation of the Authority within HUD guidelines. 

 
 Response – We are reviewing the Administrative Plan for all items that 

are not in agreement with the current manner of operations. 
 
 Conclusion – Response accepted. 
 
III-07-02 Utility Allowances Were Not Timely Updated – The Authority did not 

update its utility allowances in a timely manner. Utility allowances 
were last updated July 1, 2006. 

 
 Criteria – HUD requires that utility allowances be reviewed and 

updated every 12 months if there is a more than 10% change in the 
utility allowance. 

 
 Effect – HAP was paid in incorrect amounts after July 1, 2007 as the 

executive director states that there was a more than 10% change in the 
amount of the utility costs. 

 
 Cause – The previous utility allowances had been prepared by a third 

party. The Authority decided to complete the utility review on their 
own and was unable to complete it in a timely manner. They then 
contracted with a different third party to prepare the new utility 
allowance structure. This was completed and adopted by the Authority 
with an effective date of April 2008. 

 
 Recommendation – The update of the utility allowance should be 

scheduled in such a manner that the new allowance schedule will be 
available within 12 months of the adoption of the old schedule. 

 
 Response – We will do this. 
 
 Conclusion – Response accepted. 
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NORTH IOWA REGIONAL HOUSING AUTHORITY 

Schedule of Findings and Questioned Costs 
Year Ended September 30, 2007 

 
 
Part III:  Findings and Questioned Costs for Federal Awards: (continued) 
 
  
 
III-07-03 Comparables – Several of the files tested used comparables that used 

inappropriate types of housing (duplex vs. apartment) or units in 
inappropriate geographical locations (resort/lake area vs. small 
rural).  This resulted in rents being as much as 22-40% higher than 
the units selected as comparables. In addition the tenant unit was 
selected as a comparable in two instances. 

 
 Criteria – HUD requires that rent paid for a unit be reasonable and 

comparable to the same type of unit in a similar location and similar 
amenities. The unit may not be used as comparable. 

 
 Effect – Rental units may be priced over what comparable units are 

being rented for, thereby increasing the market price for all tenants 
whether or not they are subsidized.   

 
 Cause – Housing specialist did not know how to use the HAPPY software 

effectively in pulling comparables or understand the need for the 
units to be comparable and reasonable.   

 
 Recommendations – The housing specialists should be reminded of the 

need for the units selected as comparable to be similar in location, 
type of unit and amenities and different than the unit being rented by 
the tenant. 

 
 Response – We will do this. 
 
 Conclusion – Response accepted. 
 
III-07-04 Waiting List – Staff is unable to locate the waiting list records for 

the period December 11, 2004 to June 20, 2005. 
 
 Criteria – HUD requires that participants be selected from the waiting 

list in the order that they submit their application to participate in 
the program. 

 
 Effect – I am unable to determine that the individual selected for 

testing was appropriately placed on the waiting list or appropriately 
selected from the waiting list. 

   
 Cause – During the period involved and thereafter, the agency was in 

turmoil with a turnover of most staff and being classified as a 
troubled agency.  Staff did not always comply with Authority 
procedures during this period.  Records may also have been misfiled. 

 
 Recommendation – The agency should continue to maintain the waiting 

list in the HAPPY program and maintain adequate records of the 
selection process. 

 
 Response – We will do this. 
 
 Conclusion – Response accepted. 
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NORTH IOWA REGIONAL HOUSING AUTHORITY 

Schedule of Findings and Questioned Costs 
Year Ended September 30, 2007 

 
 
Part III:  Findings and Questioned Costs for Federal Awards: (continued) 
 
 
 
III-07-05 Life Threatening Deficiencies Not Corrected – Inspections showed that 

two tenant units selected for testing did not have adequate working 
fire alarms. There is no documentation in the file that the fire 
alarms were repaired or replaced within 24 hours. Both instances show 
appropriate fire alarms at the time of the required re-inspection of 
the units. 

 
 Criteria – HUD defines nonworking or inadequate fire alarms as life 

threatening deficiencies. HUD requires this deficiency to be corrected 
within 24 hours of determination of failure. 

  
 Effect – The Authority is in violation of HUD requirements. Failure to 

enforce the requirement could result in legal action against the 
Authority or loss of life if there is a fire. 

  
 Cause – Inspectors are unable to give a reason why this happened. It 

is an abnormal occurrence according to the inspectors. 
 
 Recommendation – Housing inspectors should be reminded of the need to 

follow up on the correction of life threatening deficiencies in their 
inspections. 

 
 Response – We will do this. 
 
 Conclusion – Response accepted. 
 
III-07-06 Incorrect Utility Allowance Computations – Housing specialists used 

utilities paid by the landlord as tenant expenses when computing the 
utility allowance. The lease and the Request for Tenancy correctly 
showed the utilities as being paid by the landlord. 

  
Criteria – The Authority is to use only utilities paid by the tenant 
when computing the utility allowance. 
 
Effect – Increasing the amount of the utility allowance increases the 
amount of the HAP payment to the landlord and reduces the amount of 
funds available to serve other tenants. 
  
Cause – Failure on the part of the housing specialist to adequately 
review her work. The prior year computations were correct.  
 
Recommendation – The housing specialists should be reminded to review 
their work prior to submission to HUD. They should also review the 
utility payment responsibilities in the prior year with the current 
year. 
 
Response –Specialists will be reminded of the necessity to check their 
work prior to submission. 
 
Conclusion – Response accepted.  
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NORTH IOWA REGIONAL HOUSING AUTHORITY 

Schedule of Findings and Questioned Costs 
Year Ended September 30, 2007 

 
 
Part III:  Findings and Questioned Costs for Federal Awards: (continued) 
 
INSTANCES OF NONCOMPLIANCE: 

 
 
III-07-07 Comparability Discrepancies – The Administrative Plan includes Section 

XI that addresses reasonableness and comparability of rents.  The 
Administrative Plan states that reasonable rents will be based on a 
market survey and the condition and amenities in the unit and previous 
rent charged for the dwelling.  This section also states that the 
Authority will establish minimum base rents for each class and size of 
unit to which the Authority will add or subtract a dollar value for 
each different amenity.  The Authority does not follow this method of 
determining comparability and, per the housing specialist, never has.  
In practice, similar units within the eight-county area are selected 
for comparative purposes. 

 
Criteria – The processes used by the Authority are to be those shown 
in the annual Administrative Plan approved by HUD. 
 
Effect – Non-compliance with the Administrative Plan leads to non-
compliance with HUD regulations.  Therefore, all rents determined 
using the incorrect method are unallowable and all costs associated 
with those rents should be questioned costs.  Therefore, all costs are 
questioned due to the requirement for comparability in setting rents 
in compliance with the HUD approved administrative plan. 
 
Cause – The writing of the Administrative Plan was done by a previous 
housing administrator without regard to how things were actually being 
accomplished in the Authority.  Other members of the Authority did not 
read the Administrative Plan for the sections affecting their job and, 
therefore, were not able to make corrections to the plan. 

 
Recommendation – The Administrative Plan should be reviewed and 
compared to the actual procedures being used in the Authority.  Any 
conflicts should be resolved.  All staff members should be briefed on 
the Administrative Plan as it reflects on their job.  
 
Response – Staff will review the policy and make appropriate 
corrections and all staff will be required to read and understand the 
requirements.  Comparables of units in the immediate area will be made 
when possible.  However, if there are no comparables available in the 
immediate area, staff will use units closest to the assisted unit for 
comparison.  Data is now being obtained for unassisted units from 
families who apply for rental assistance.  This information is then 
added to the data source for comparison of assisted units.  A new 
Administrative Plan is being prepared. 
 
Conclusion – Response accepted.  
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NORTH IOWA REGIONAL HOUSING AUTHORITY 

Schedule of Findings and Questioned Costs 
Year Ended September 30, 2007 

 
 
Part III:  Findings and Questioned Costs for Federal Awards: (continued) 
 
INSTANCES OF NONCOMPLIANCE: 

 
 
III-07-08 Inappropriate computation of Tenant Income – Housing specialists used 

inappropriate periods to project anticipated child support income for 
the next twelve months, incorrectly included total college 
scholarships in family income when it should have been excluded, and 
used inappropriate values for assets (oil well interests) in 
determining income from assets. 

  
 Criteria – Housing specialists are to use appropriate amounts in 

anticipating the future income of an individual tenant. 
  
 Effect – The errors noted resulted the tenants normally paying higher 

rent than they were required to by HUD regulations. 
 
 Cause – Several errors appear to be inattention to the information 

that is in the participant’s file and not transferring that 
information correctly to the HAP computation. In addition, housing 
specialists failed to consult with the more knowledgeable staff in the 
office in determining the valuation of unusual financial transactions 
with which they had little or no experience. 

 
 Recommendation – Housing specialists should be reminded of the need 

use appropriate methods of determining anticipated income for the next 
twelve months. They should also be alerted to the availability of 
individuals in the office with knowledge in different areas. 

 
 Response – We will remind the housing specialists of the need to be 

attentive to the manner of calculating income and the need to consult 
with others when they encounter situations they are not familiar with. 

 
 Conclusion – Response accepted. 
 
REMARKS:   I tested 40 individual tenant files for compliance with various HUD 

requirements including such items as income levels, waiting list 
compliance, rent comparability, etc. Potential HAP payments during the 
fiscal year for these HAP files totaled $92,619.  I identified $484 of 
underpaid HAP payments from these 40 files without double counting for 
multiple errors with individual tenant files.  Total HAP payments 
reported for the year were $842,869.  Projecting our error rate to the 
entire universe of HAP payments results in $4,396 of projected 
questioned or unallowable HAP payments.  (These errors and projections 
do not include the comparability issues cited in III-07-07.  If III-
07-07 were included, questioned costs would be $841,280. 

 
 I noted that 24 of the 40 files tested contained no discrepancies and 

that only 3 files contained discrepancies greater than $100 without 
including comparability issues 
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NORTH IOWA REGIONAL HOUSING AUTHORITY 

Schedule of Findings and Questioned Costs 
Year Ended September 30, 2007 

 
 
Part IV:  Summary Schedule of Prior Audit Findings: 
 
III-06-01 Failed Inspection Not Corrected – Inspection was failed due to heaving 

concrete.  An extension was granted to the spring to correct the 
problem.  There is no documentation to show that the problem was 
corrected and the problem is noted on the next year’s inspection 
report. 

 
 Recommendation – A means of tracking failed inspections with an 

extension should be developed. 
 
 Current Status – A follow-up system has been implemented and updated 

by the administrative assistant. 
 
III-06-02 Declaration of Citizenship – Four of the 32 files tested did not have 

properly completed or signed Declaration of Citizenship forms at the 
date HAP payments began for the certification period.  I was able to 
determine from other documentation that one form was prepared prior to 
the date HAP payments began.  The other three were completed 
subsequent to the start of the HAP payments. 

 
 Recommendation – Specialists should be reminded of the need to have 

all required procedures completed prior to the first HAP disbursement. 
 
 Current Status – All files tested include a properly completed 

Declaration of Citizenship. 
 
III-06-03 Comparables – Six of the 32 items tested used comparables that used 

inappropriate types of housing (duplex vs. apartment) or units in 
inappropriate geographical locations (resort/lake area vs. small 
rural).  This resulted in rents being as much as 67% higher than the 
units selected as comparables. 

 
 Recommendations – The housing specialists should be reminded of the 

need for the units selected as comparable to be similar in location, 
type of unit and amenities. 

 
 Current Status – This remains a finding in the current year. 
 
 
III-06-04 Waiting List – Staff is unable to locate the waiting list records for 

the period December 11, 2004 to June 20, 2005. 
 
 Current Status – This remains a finding in the current year. Staff is 

maintaining a current waiting list. 
 
III-06-05 Over Income Participant – A participant was added to the program whose 

income was verified as being $23,608 when the income limitation for 
participation in the program was $22,150. 

 
 Recommendation – Housing specialists should be reminded of the need to 

verify income and determine that only qualified individuals are 
allowed to participate in the program. 

 
 Current Status – All files tested in the current year were in 

compliance with program income limitations. 
 
 
 

 
 

- 29 - 



 
  

 
NORTH IOWA REGIONAL HOUSING AUTHORITY 

Schedule of Findings and Questioned Costs 
Year Ended September 30, 2007 

 
 
Part IV:  Summary Schedule of Prior Audit Findings: (continued) 
 
 
III-06-06 Administrative Plan Preference Conflicts – The Administrative Plan 

includes conflicting information in regard to the use of preferences 
for selection of families from the waiting list.  Section VII and 
Section VIII include sections for order of selection from waiting 
lists with different preferences.  Section VII of the Administrative 
Plan says selection is first by date of application, then displaced 
person (including public housing tenant) and then all other 
applicants.  Section VIII states preferences are first displacement 
and then single, elderly and/or disabled. 

 
Recommendation – The entire Administrative Plan should be reviewed in 
depth to find all examples of conflicting information.  The 
Administrative Plan should reflect only the preferences that are 
actually being used in the selection of families.  In addition, all 
members of the staff should review the Administrative Plan for the 
areas that they are directly involved in and determine whether the 
Administrative Plan actually reflects the reality of the selection 
process. 
 
Current Status – The Administrative Plan was amended to change the 
preference selection portion of the plan for the current year. 

 
III-06-07 Comparability Discrepancies – The Administrative Plan includes Section 

XI that addresses reasonableness and comparability of rents.  The 
administrative plan states that reasonable rents will be based on a 
market survey and the condition and amenities in the unit and previous 
rent charged for the dwelling.  This section also states that the 
Authority will establish minimum base rents for each class and size of 
unit to which the Authority will add or subtract a dollar value for 
each different amenity.  The Authority does not follow this method of 
determining comparability and, per the housing specialist, never has.  
In practice, similar units within the eight-county area are selected 
for comparative purposes. 

 
 Recommendations – The Administrative Plan should be reviewed and 

compared to the actual procedures being used in the Authority.  Any 
conflicts should be resolved.  All staff members should be briefed on 
the Authority plan as it reflects on their job. 
 
Current Status – This remains a finding for the current year. 
 

III-06-08 Utility Allowance Computation – Four of the 32 files tested had errors 
in the calculation of the utility allowance.  Errors include 
incorrectly transferring the allowance from the utility sheet to the 
50058, using a rate for the wrong type of fuel and using utilities 
paid by landlord. 

 
 Recommendations – Housing specialists should be reminded of the need 

to be accurate in the computation of the utility allowances. 
 
 Current Status – Utility allowance computation errors remain a finding 

in the current year. 
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NORTH IOWA REGIONAL HOUSING AUTHORITY 

Schedule of Findings and Questioned Costs 
Year Ended September 30, 2007 

 
 
Part IV:  Summary Schedule of Prior Audit Findings: (continued) 
 
INSTANCES OF NONCOMPLIANCE: 

 
 
 
PUBLIC AND INDIAN HOUSING – CFDA 14.850 
 
III-06-09 Lease Discrepancies – The public housing leases include erroneous 

information related to the tenant’s responsibility for utilities.  The 
lease states that the tenant is responsible for trash pickup, but the 
Authority provides the service at no cost to the tenant. 

 
 Recommendations – The Authority should review the public housing lease 

and update the lease for all changes in policies and services in 
recent years. 

 
 Current Status – All files tested included the correct policies and 

services information. 
 
III-06-10 Income Computed Incorrectly – Annual income was overstated, resulting 

in the tenant paying a higher rent than the amount that should have 
been calculated with the correct procedures. 

 
 Recommendations – Housing specialists should be reminded to review 

their work and recheck computations before finalizing the rent 
amounts.  The Authority should reimburse the tenant $120 for the 
period that he was overcharged. 

 
 Current Status – All files tested had tenant income computed 

correctly.  The tenant was reimbursed for the overcharged rent. 
 
III-06-11 Utility Allowance Computed Incorrectly – Tenant utility allowance did 

not include an allowance for trash bags required by the city to be 
purchased. 

 
 Recommendation – Housing specialists should be reminded of the utility 

services that are provided by the Authority and the intricacies of 
City requirements at each public housing facility.  The Authority 
should reimburse the tenant $80 for the period he was overcharged. 

 
 Current Status – All files tested included the correct utility 

allowance.  The tenant was reimbursed for the overcharged rent.  
 
III-06-12 Incorrect Computation of Income from Assets – Housing specialist 

included the selling price of participant’s house as an asset and 
calculated imputed income on the amount.  Specialist included the 
gross selling price rather than the amount after selling expenses.  
Housing specialist did not investigate the use of the proceeds which 
were used to pay bills and purchase a burial trust.  No amount should 
have been listed as an asset. 

 
 Recommendation – Housing specialists should be retrained in the 

procedures necessary to accurately classify items as assets subject to 
the income imputation requirements of the program.  The Authority 
should reimburse the tenant $230 for the overcharged amount. 
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NORTH IOWA REGIONAL HOUSING AUTHORITY 

Schedule of Findings and Questioned Costs 
Year Ended September 30, 2007 

 
 
Part IV:  Summary Schedule of Prior Audit Findings: (continued) 
 
INSTANCES OF NONCOMPLIANCE: 
  
 Current Status – This was reviewed at the staff meeting and the tenant 

was reimbursed for the overcharged rent. 
 
III-06-13 Participant’s Rent Not Increased – A tenant’s rent was not increased 

at recertification as required. 
 
 Recommendation – A procedure should be developed so that changes such 

as this and all procedures that have been placed on hold pending the 
outcome of some other process are tracked until the process is 
completed. 

 
 Current Status – All files tested included a rent increase or decrease 

at the appropriate time.  
 
Part V:  Other Findings Related to Required Statutory Reporting: 
 
V-07-01 Official Depositories - A resolution naming official depositories has 

been approved by the Authority.   
 
V-07-02 Questionable Expenditures – I noted no expenditures that may not meet 

the requirements of public purpose as defined in an Attorney General’s 
opinion dated April 25, 1979. 

 
V-07-03 Travel Expense - No expenditures of Authority money for travel 

expenses of spouses of Authority officials or employees were noted.  
No travel advances to Authority officials or employees were noted. 

 
V-07-04 Business Transactions – There were no business transactions between 

the Authority and Authority officials or employees. 
 
V-07-05 Bond Coverage - Surety bond coverage of Authority officials and 

employees is in accordance with statutory provisions.  The amount of 
coverage should be reviewed annually to insure that the coverage is 
adequate for current operations. 

 
V-07-06   Deposits and Investments – I noted no instances of noncompliance with 

the deposit and investment provisions of Chapter 12B and 12C of the 
Code of Iowa and the Authority’s investment policy. 

 
V-07-07   Authority Minutes – No transactions were found that I believe should 

have been approved in the Authority minutes but were not. 
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NORTH IOWA REGIONAL HOUSING AUTHORITY 

Corrective Action Plan for Federal Audit Findings 
Year Ended September 30, 2007 

 

Contact Person,  
  Comment Title, Anticipated Date  
   Number          Comment Title       Corrective Action Planned     Phone Number   of Completion  

III-07-01 Failed Inspection Not This portion of the plan is being  Deb Bullerman, July 2008   
 Corrected According To  revised. Executive Director 
 Administrative Plan   641-423-0897 
    
III-07-02 Utility Allowances Were  The utility allowances have been Deb Bullerman, April 2008   
 Not Timely Updated. updated and accepted. This will be Executive Director 
   placed on our annual schedule. 641-423-0897 
   
III-07-03 Comparables  Housing specialists have received Deb Bullerman, June 2008    
     additional training and been reminded Executive Director 
   of this in staff meetings.  641-423-0897 
   
III-07-04 Waiting List All applications are now placed on the   Deb Bullerman, August 2006    
    waiting list in HAPPY software and   Executive Director 
   selection is made from the waiting list  641-423-0897 
   based on date and time of application.  
 
III-07-05 Life Threatening  Housing inspectors have received  Deb Bullerman, June 2008   
 Deficiencies Not Corrected training on this subject and have Executive Director 
   been reminded of the requirements. 641-423-0897 
 
III-07-06 Incorrect Utility  Specialists are reminded of the need Deb Bullerman, June 2008   
 Allowance Computations to check their work. Executive Director 
    641-423-0897 
 
III-07-07 Comparability   These sections are being rewritten.  Deb Bullerman, July 2008   
 Discrepancies In addition, staff is reviewing all     Executive Director 
   areas of the administrative plan to 641-423-0897 
    determine if there are any other 
   discrepancies. 
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NORTH IOWA REGIONAL HOUSING AUTHORITY 
Corrective Action Plan for Federal Audit Findings 

Year Ended September 30, 2007 
 

Contact Person,  
  Comment Title, Anticipated Date  
   Number        Comment Title         Corrective Action Planned     Phone Number   of Completion  

 III-07-08 Inappropriate Computation  Housing specialists will be reminded of Deb Bullerman, June 2008   
Of Tenant Income the income calculation methods. Executive Director 

    641-423-0897 
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