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| INDEPENDENT. AUDITOR’ § REPORT

To the Board of Commlsslonere_;: ' L
o of North Iowa Reglonal Hous;ng Authorlty. ,_r..“"

f;We have audlted the accompanyrng flnanc1al statements of the North Iowa Reglonal
Housang Authorlty as .of September 30, 2011 ‘and. 2010 ‘and for the: yeare ‘then .ended
a8 llsted +in  the: “table. of contents. . These flnan01al statements ‘are_,the

_”respon51blllty of . the North Iowa Reglonal H0u51ng Authorlty management., . Our .
4 reeponelblllty is to express an oplnlon on these flnanclal statements hased on our]:l
-]audlt . . . S ‘ . e g

-~ We’ conducted our audlts 1n accordance w1th audltlng standarde generally accepted o

. in the ‘United. States .of. Amerlca and ‘the standards ~applicable ‘to. financial audits -
.,gtcontalned in' Government Audltlng Standards 1ssued by - the Comptroller General ‘of -

- the:United States. . Those standaxds requlre that .we. plan- and 'perform the audlt to: -
,_ :obtaln ‘reasonabls assurance ‘about - whether the. flnanc1al statements ~are. free of

. material® misstatement. : An- audit includes - éxamihing, ‘on a test basrs,'ev1dence

supporting the ‘amourits -and ‘disclosures.in ‘the ‘financial statements.? An audit also

. ‘includes assessrng the accountlng prlnc1ples ‘used--and 519n1f1cant estimates made -
by management, as well -as evaluating the overall flnancralt presentatlon.n ‘We.
T belleve that our audlte provmde a reasonable baels for our, oplnlon o

In’ our oplnlon, the frnanclal statements referred to- above pre

S material reepects, ‘the" -financial fposition of the' North
" Authority as: of September .30, 2011 and 2010 and the change

_ . and. cash flowesforythe~year then ended in‘ conformit :
'_f'generally accepted 1n the Unlted States of Amerlca.

,j'dated "May 30 : 2012 ;on’ . our con51deratlon
o -Authority’s 1nternal control ‘over’ frnanc1al
.,'compllance wlth certain ' provisions: of dlaws
agreements and other matters. -The purpose o
. 'of our testing of: internal: control over fina
Cresults of that teetlng,-and not- to' prov

“financial reporting or on compliance. T Th
 performed . in' ‘accordance - with  Governme
h con51dered 1n asse551ng the resulte of 0

Jteets of 1ta-:‘
cts  and: ,grant

ﬁternal control’ over
egral part -of an audit ‘
ndards - and should be. - -

wAccountlng lenClplES generally accepte ches tates-of America-require.L:
that the mariagement’s: dlecu5510n -and an 0.
'-ﬁsupplement the basic financial stateme
of the- ha51c flnanc1al statements,fl
Standards Board, who considers-it to b

talthough not a partif -
rnmental Accountlng, o

- for placing the basic financial st opefatidnal{

. ‘economic, oOr. historieal contextﬂf We procedures to
‘the ‘requlred supplementary informati ng . standards
‘generally ‘accepted ‘in the’ ‘United State “inquiries .

Cofs management about the methods of p
'1nformatlon for cons;stency with - manag

- basie flnanc1al ‘statements, -and other. kn
the baelc flnanclal statements. - We d
..'aseurance on the information because the
" sufficient ev1dence‘towexprese an oglnlon

.. 1



‘70ur audlt was performed for the purpose of formlng an oplnlon on the - flnanc1al“

o statements that- collectlvely comprlse the North Iowa. Reglenal Houslng Authority’s. R
_basic flnant:lal statements The - accompanylng -Schedule of. E‘.xpendltures of Federal . -~
'Awards “required by’ u. §. Office:of. Management and Budget {OMB) Clrcular A-133. andr -

':f.'the Financial" Data Schedule requlred by - ‘the . Department ‘of Housing “and - Urban

Development, ‘Real Estate: Assessment Center, -a2re not ‘regquired part of the flnanczl.al

‘statements.. The. Schedule. of:: Experditures of - Federal Bwards and . Frnancral Dataz

“"_'_-Schedule are the responsrblllty ‘of . management fand were dEI_‘LVEd ‘from - and relate -
.directly to. the underlylng accounting: and other'records used to prepare the

financial - sLatements." © The information. has “heen: subjected to. t‘ne -auditing

"procedures appl.led 4in the audit: of the. flnancz.al statements ‘and certaln addltlonal

procedures, 1nclud1ng ‘comparing “and reconc:.llng such 1nfermatlon directly to the

underlying accounting. ‘and  other records’ used to prepare the financial: statements-_."
tar Tto the ‘financial- statements themselves, and other- addltlonal procedures dn o
'_.accordance “with auditlng standards generally accepted ‘in the; ‘United States of.

.‘-"‘Amer:l.ca “In. ourioplnlen, ‘the. lnformatlon i falrly stated An’ all materlal_-';'_
respects :m relatlon to the frnanca.al statements as a whole o . G

ko § O, 2.C

‘-IMay 30,,2012




MANAGEMENT’S DISCUSSION AND ANALYSIS

North lowa 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 lowa 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 three 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 to
supervise the administrative and maintenance staff as they work toward achieving the housing authority’s

goals and mission.

The mission of the North Towa Regional Housing Authority is to assist low-income fumilies
with decent, safe and affordable housing opportunities as they sirive to achieve self-
sufficiency and improve the quality of their lives. The Housing Authority is committed {0
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 (PH) 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 lowa 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. Tenant rents are income-based at approximately 30% of income. Rental income is
generally insufficient for NIRHA to operate the properties, and HUD operating subsidies are used to provide a
significant portion of the revenue gap. Capital improvement grants from HUD permit NIRHA to maintain the
physical structure of the buildings and improve energy efficiency.

The Housing Choice Voucher (HCV) program is designed to enable elderly, disabled, and low income families
the opportunity to rent decent, safe, and sanitary housing. The HCV program permits participants to rent 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 family income. Participants pay their portion of the rent to their
landlords, and the balance of the rent is paid by NIRHA directly to the landlords. HUD subsidizes 100% of
the landlord payments made by NIRHA. HUD also provides an administrative fee grant to NIRHA to defray

costs of administering the program.

Operating and financial data for both the PH and HCV programs is closely monitored by HUD via monthly
and annual 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.

North lowa 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. 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 and HUD have been slow to
announce annual subsidy allocations for housing programs. Furthermore, in an attempt to compensate for
reduced budgetary funding from Congress, HUD has announced plans to recapture what it considers to be
excess reserves. HUD had previously encouraged housing authorities to manage funds and accumulate
reserves, sa the policy reversal will begin to put a crimp on agency funds in the very near future. This grant
revenue uncertainty, coupled with continued increases in fuel and material costs, makes it difficult to budget
appropriately. It causes further difficulty projecting the agency’s financial needs for the next three to five
years. NIRHA has carefully earmarked and used available HUD capital improvement funding to complete
major public housing repairs and to make the units energy efficient. Reductions in federal funding could
jeopardize future site improvements, as well as challenge the administrative operating efficiency of the agency.
The commissioners and management of NIRHA continue to monitor funding trends and make the adjustments

necessary to maintain financial stability.
2011 FINANCIAL INFORMATION

The following pages contain a narrative overview and analysis highlighting key financial activities for the
fiscal year ended September 30, 2011, with comparative data from the fiscal years ended September 30, 2010
and 2009 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.

The Statement of Net Assets presents all of NIRHA’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,

2011 2010 2009
Current and other assets $ 762,608 $ 791,398 £ 510312
Capital assets 4,089,520 4,188.690 4315956
Total assets $ 4852218 $ 4,980,088 $ 4.826.268
Short-term liabilities $ 80,595 $ 88,700 $ 80,363
Other liabilities 15,930 13,161 20.427
Total liabilities $ 96,545 $ 101.870 $ 100,790
Net assets:

Invested in capital assets,
net of related debt $ 4,089,520 $ 4,188,690 $ 4,315,956
Restricted 117,140 136,059 153,011
Unrestricted © 549013 553.469 256,511
Total net assets $ 4,755,673 $ 4.878.218 §.4,725478

o  Assets exceeded liabilities by approximately $4,756,000 as of September 30, 2011. The major
component of assets is the investment in land, buildings, improvements, equipment, and construction in
progress, net of depreciation, Current assets of approximately $762,700 comprise the other major asset
component. Cash and investments represent the majority of current assets.

 Liabilities totaling approximately $96,500 are all current, except for the long-term accrual of
compensated employee absences. Liabilities are comprised mostly of vendor accounts payable, tenant
security deposits, tenant prepaid rents (credit balances), and accrued expenses. NIRHA is fortunate to

have no long-term debt.



The Statement of Revenues, Expenses, and Changes in Nei Assets presents information showing how net
assels 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 oceurs, 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.

2011 2010 2009
Revenue by source
Rents $ 182,456 $ 176,154 $ 166,333
Grants and contributions 1,666,832 1,628,570 1,442,305
Miscellaneous 22,029 30,773 39.255
Total revenues $1.871.317 ¥ 1.835.497 $ 1.647.893
Expenditures
Administration $ 437,558 § 370,211 $ 355,832
HAP payments 1,171,864 1,127,850 1,113,316
Depreciation 285,562 275,414 247,332
Maintenance and Other 202,642 207,497 230,088
Miscellaneous 48.810 51,352 1.854
Total expenses $ 2.146.436 $ 2.032,324 $1.948.422
Non operating revenues (expenses)
Capital contributions $ 146,585 $ 342,541 § 196,411
Other 5.989 7.026 4,733
Total non operating revenues 3 _152.574 $ 349567 $_201.144
Change in net assets § (122,545) § 152,740 $ (99,385)
Net assets at beginning of year % 4,878,218 $ 4,725,478 $ 4,824,863
Net assets at end of year $ 4,755,673 § 4,878,218 $ 4725478

« Rental income from tenants residing in the public housing units owned by the housing authority, plus
grants from HUD, represent the majority of the operating revenue of NIRHA. Likewise, payments to
landlords for tenants participating in the HCV program constitute the single largest operating expense.
Administrative expenses, maintenance GXpenses, and depreciation comprise most of the remaining
operating expenses.

» Combined operating revenues of the two programs operated by NIRHA increased 2%, or
approximately $35,800 from fiscal year 2010 to fiscal year 2011,  This small increase is a result of
lowered funding from HUD and is a precursor to lower future subsidies.

s+ Unit occupancy in public housing units has remained fairly stable. Rental income is subject to the ebb
and flow of tenant income.

o NIRHA has increased the units served via the HCV program to 96% of the maximum number of units
permitted by the agency’s contract with HUD. As the number of program participants increases, the dollar
amount expended to landlords also increases. HUD provides funding based upon the number of HCV
tenants and the dollar amount paid to landlords, so as expenses increase, revenues also increase. Likewise,
HUD provides an administrative grant to operate the program, and the grant is based directly upon the
number of units served. However, HUD has reduced the per unit value of the subsidy due to
Congressional budgetary constraints, thus reducing the total amount of the administrative grant.

-5 ~



¢ NIRHA adopts annual operating budgets for the PH and HCV programs based upon expected federal
grants awarded. All budgets are prepared on a basis prescribed by HUD which is materially consistent
with accounting principles generally accepted in the United States of America. All annual appropriations
lapse at calendar year-end. It is difficult to anticipate changing economic conditions which impact tenant
incomes and thereby impacting the housing authority’s budget. It is also difficult to predict funding
amounts from HUD, since federal budget and grant information has not been available until near the end
of NTRHA's fiscal year. NIRHA continually searches for cost saving measures to minimize the effects of
uncontrolled revenue reductions.

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. 1f you have any
questions or require additional information, please contact:

North lowa Regional Housing Authority

202 1% St., S.E., Suite 203

Mason City, lowa 50401

641-423-0897



NORTH ICOWA REGIONAL HOUSING AUTHCRITY

Statements of Net Assets
Years Ended September 30,

ASSETS:
Current assets:

Cash and cash egquivalents

Investments

Receivables:
Accounts receivable-Tenants
Leccounts receivable-Bancroft
Accounts receivable-Other

Aecrued interest

Prepaid expenses

Total current assets

Non-current assets:
Restricted assets:
Cash
Total restricted assets

Capital assets:

Land

Buildings and improvements

Equipment

Leasehold improvements
Total capital assets

Less accumulated depreciation
Net capital assets

Total nen-current assets
Total assets

LIABILITIES:
Current liabilities:
Accounts payable
Accrued expenses:
Payroll
Compensaied absences
Other
Deferred revenus
Security deposits
Total current liabilities
Non-current liabilities:
Accrued compensated absences

Total iiabilities

NET ASSETS:

Invested in capital assets, net of related debt

Restricted
Expendable
Unrestricted

Total net assets

2011 and 2010

2011
5 412,738
215, 680
162
140
925
15,913

$ 645,558

117,140

|

§ 117,140

§ 915,269
6,693,578
185, 254
4,874

57,789,175

3,709,655

$4,206, 660

$4,852,218

5 18,272

6,386
13,401
13,281

1,851
26,304

§ 80,595
§__ 15,950

g 96,545

54,089,520

117,140

548,013

4,755,673

See Notes to Financial Statements.

EXHIBIT 1

2010

5 420,510
215,558
1,720
1,595

360

1,226
14,370

5 655,339
5 136,059
§ 136,089
5 915,269
6,524,707
168,133
4,674
57,612,763
3,424,093
54,188, 6940
54,324,748
$4,980, 088
5 18,731
17,012
11,568
13,647
2,447
25,304

5§ 88,709
5 13,161
S 101,870

54,188,630

136,059
553,469

54,878,218



NORTH IOWA REGIONAT. HOUSING AUTHORITY

Statements of Revenues, Expenses, and Changes in Net Assets

Years Ended September 30, 2011 and 2010

Operating Revenues:
Rent
Grants and contributions
Miscellaneous
Total operating revenue

Operating Expenses:
Administrative
Utilities
Maintenance
Depreciaticon
HAP payments
Tenant services
Miscellaneous
Total operating expenses

Operating income {loss)
Non-operating revenues:
Interest
Gain on sale of capital assets
Total non-operating revenues

income before contributions and transfers

Contributions and transfers:
Contributicns

Change in net assets
Net assets beginning of year

Net assets end of year

EXHIBIT 2

2011 2010
$ 182,456 $ 176,154
1,666,832 1,628,570
22,028 30,773
51,871,317 51,835,497
5 437,558 5 370,211
32,264 32,545
170,378 174,852
285,562 275,414
1,171,864 1,127,850
1,815 1,888
46,9395 49,463
52,146,436 $2,032,324
§ (275,118} $ (196,827)
5 5,988 s 6,913
= 113
§ 5,988 ] 7,026
$ (269,130} 5 (189,801)
146,585 342,541
5 (122,545) s 152,740
4,878,218 4,725,478
$4,755,673 54,878,218

See Notes to Financial Statements.
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EXHIBIT 3

NORTH IOWA RECGIONAL HOUSING AUTHORITY
Statements of Cash Flows
Years Ended September 30, 2011 and 2010

2011 2010
Cash Flows from Operating Activities:
Cash received from rental receipts $§ 184,014 5 174,337
Cash received from HUD 1,666,832 1,628,570
Cash paid to employees for services (303,483 (263, 381}
Cash paid to suppliers of goods or services (387,770) {368, 203)
Cash paid for HAP payments {1,171,B64) (1,127,850)
Proceeds from miscellaneocus items 22,029 30,773
Proceeds from tenant security deposits 1,000 3,200
Net cash provided (used) by operating activities § 10,748 5 77,446
Cash Flows from Capital and Related Financing Activities:
HUD capital grants received $ 146,585 5 342,541
Cash Flows from Investing Activities:
Purchase of investments $ (104,301} S (201,629)
Proceeds from sale of investments 106, 880 75,391
Interest received 6,288 4,195
Proceeds from sale of capital assets - 113
Purchase of capital assets (17,120) (39, 256}
Capital improvements (169,272) {108,892}
Net cash provided (used} by investing activities § (184,024) S {270,078)
Net increase (decrease) in cash 5 {26,681) & 149,509
Cash beginning of year 556,569 406, 660
Cash end of year § 529,878 S5 556,569
Reconciliation of operating income (loss) to net cash
provided (used) by operating activities:
QOperating income (loss) 5 (275,118) 5 {196,827}
Adjustments to reconcile operating income (loss} to
net cash from operating activities:
Depreciztion expense 285,562 275,414
Bad debt expense 3,800 2,700
Gain on sale of assets - 113
Change in assets and liabilities:
{Increase) decrease in receivables 3,373 708
{(Increase) decrease in prepaid expenses (1,543) {5,742}
Increase (decrease) in security deposits 1,000 3,200
Increase (decrease) in accounts and contracts payable b4l (11, 518)
Increase (decrease)} in accrued expenses (6,370) 10,462
Increase (decrease} in other liabilities {496) (604}
Net cash provided by operating activities 3 10,748 5 77,4486

See Notes to Financial Statements.
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NORTH IOWA REGIONAL HOUSING AUTHORITY
Notes to Financial Statements
September 30, 2011

Summary of Significant Accounting Policies

A. Reporting Entity

The North Towa Regional Housing BAuthority is a special purpose
government organization organized undexr Iowa Code Chapters 28E, Joint

Exercise of Governmental Powers, and 403RA, 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
398 Section B Housing Choice Voucher units. The Authority is subject
to Section B Housing Assistance Payments agreements with the U.S.
Department of Housing and Urban Development (HUD). The Authority’s
major programs are its Section 8 subsidy and Fublic Housing Capital
Fund.

For financial reporting purposes, North JIowa 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 financizl statements to be misleading or incomplete.
The Governmental Accounting Standards Board has set forth criteria to
he considered in determining financial accountability. These
criteria include appointing & 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. NMorth JIowa Regional Housing BAuthority has no
component units which meet the Governmental Becounting Standarnds
Board criteria.

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 opexations.
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 cepital 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, 1889, 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 sSubsequent
private-sector guidance for their  Dbusiness-type activities and
enterprise funds, subject to this same limitation. The Authority has

elected not to follow subseguent private-sector guidance.

- 10 -
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NORTH IOWA REGIONAT, HOUSING AUTHORITY
Notes to Financial Statements
September 30, 2011

Summary of Significant Accounting Policies - ({continued)

cC.

Assets, Liabilities and Net Assets

Cash Management and Investments

The Authority maintains two primary demand deposit accounts through
which the majority of the Buthority'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, 2011 and 2010, are net of $1,363
and $1,520 allowance for doubtful accounts, respectively.

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 regquirements,
grant provisions, or octher reguirements are classified as restricted
assets. Liabilities which are payable from restricted assets, are
classified as such. When both restricted and unrestricted resources are
available for use, it 4is the Authority's policy to use restricted
resources first, then unrestricted resources as they are nesded.

Capital Assets

Capital assets, which include land, buildings, improvements other than
buildings, and eguipment 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 egquipment 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)} &t rates dependent on years
of service. Accumulation of more than 65 days will he forfeited if not
used. This liability has been computed based on rates of pay in effect
at September 30, 2011.

Since the Authority is a governpent 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. Some counties
have agreed to waive the PILOT.

- 11 -



NORTH IOWA REGICONAL HOUSING AUTHORITY
Notes to Financial Statements
September 30, 2011

{2) Cash and Investments

The Authority's deposits in banks at September 30, 2011 were entirely
covered by Federal depository insurance or by the S5tate 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 disclesure 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, 2011 was as follows:

Beginning Ending
Balance Increases Decreases Balance
Capital asseis, not being
depreciated:
Land $ B915,269 $ - 5 - $ 915,285
Construction in progress - - - -
Total capital assets,
not being depreciated § 215,269 5 - § - § 915,269
Capital assets, being
depreciated:
Buildings and improvements $6,524,707 § 168,272 § - 56,693,979
Equipment 168,133 17,120 - 185,253
Leasehold improvements 4,674 - - 4,674
Total capital asseis
being depreciated 56,697,514 5 186,392 S - 56,883,906
Less accumulated
depreciation 3,424,083 285,562 - 3,708,655
Total capital assets
being depreciated,
net 53,273,421 § {99,170) ] - 53,174,251
Total capital assets,
net 54,188,650 k) {69,170) S - 54,089,520

Depreciation expense charged to operations for the year ended September 30,
2011 was $285,562.

- 12 -
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NORTH IOWA REGIONAL HOUSING AUTHORITY
Notes to Financial Statements
September 30, 2011

Pension and Retirement Benefits

1PERS - The BAuthority 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 repori that
includes financial statements and required supplementary information. The
report may be obtained by writing to IPERS, P.0Q. Box 9117, Des Moines, Iowa,
50306-5117.

Pian members are required to contribute 4.50% of their covered salary with
the member’s contribution increasing to 3.38% on July 1, 2011. The
Authority is required to contribute 6.95% of covered payroll with the
Authority’s contribution increasing to 8.07% on July 1, 2011. Contribution
requirements are established by State statute. The Authority’s contribution
to IPERS for the year ended September 30, 2011 was $21,53%, equal to the
required contribution for the year.

Contingencies

Under terms of federal grants with HUOD, periodic audits are reqguired and
certain costs may be guestioned as not being appropriate expenditures under
terms of the grants. Sueh audits could lead to reimbursement to HUD.
Authority management believes disallowances, if any, will be immaterial.

Payroll taxes collected from employees are subject to audit by federal and
state governments. Any adjustments in these amounts may constitute a
liability of the Authority. The amount of these changes, if any, made by
federal or state governments cannot be determined at this time.

The Authority is cuorrently in dispute with a software provider. The
Authority alleges the product is not responsive to the Authority’s needs and
does not perform as required. The Authority has notified the vendor that it
will not pay for the $28,000 of software billings. This amount has not been
included in the current year financial statements.

Related Party Transactions

%he Authority had no business transactions between the Authority and
Authority officials and employees during the year ended September 30, 2011.

Risk Management

The North Iowa Regional Housing Authority is exposed to various risks of
loss related to torts; theft; damage to and destruction of aszsets; 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.
gettled claims from these risks have not exceeded commercial insurance
coverage in any of the past three fiscal years.

- 13 -
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NORTH IOWA REGIONAL HOUSING AUTHORITY
Notes to Financial Statements
September 30, 2011

Litigation

In May 2009, the Ruthority was notified of a complaint alleging violation of
the age and sex discrimination sections of the Mason City Human Rights Code.
This charge was in the discovery phase and was scheduled for trial in
October, 2011, at year end. In addition, several open meetings violations
were alleged.

Subsequent to year-end, the discrimination case went to trial and was ruled
in favor of the Authority. The open meeting allegations were dismissed.

Operating Lease Activity

The Authority leases office space under a five-year lease gxpiring December
31, 2011. Monthly lease payment is $1,49B plus common area costs estimated
at §721 per month. Lease expense amounted to $29,176 for the vyear ended

September 30, 20il. Future minimum lease payments under this lease are as
follows:

FYE

2012 56,657
The lease agreement allows for two additional terms of five years each at
the current rate. The first additional lease term renewal was exercised

subsequent to year-end

Current Vulnerability Due to Certain Concentrations

The Buthority’s operations are concentrated in the multi—-family real estate
market. In addition, the Authority operates in a2 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 requlations are subject to change by an act of
Congress or an administrative change mandated by HUD. Such changes may
oceur with little notice or inadequate funding to pay for the related cost,
including the additional administrative burden to comply with a change.

Termination Benefits

As of September 30, 2011, 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 nine
months. Upon termination, employees are paid for compensated absences that
have been accrued up to termination date.

New Governmental Accounting Standards Board {(GASE) Standards

The Authority has implemented the following GASB standard during the fiscal
year ended September 30, 2011:

Statement No. 59, Financial Instruments Omnibus. This statement is intended
to update and improve the existing standards regarding financial reporting
of certain financial instruments and external investment pools. The
adoption of this Statement had no effect on the Authority in the current

year.

Subsequent Events — Date of Management Evaluation

Management has evaluated subsequent events through May 30, 2012, the date on
which the financial statements were available to be issued.
- 14 -



SCHEDULE 1

NORTH IOWA REGIONAL HOUSING AUTHORITY
Schedule of Expenditures of Federal Awards
Year Ended September 30, 2011

Agency or
CEFDA Pass-Through Program
Grantor/Program Number Number EBxpenditures
Federal Awards
Direct:
Department of Housing and Urban Development:
Public and Indian Housing 14,850 IA00000110D $ 298,132
Section B Housing Choice Vouchers 14,871 IA127V0 1,383, 609
Public Housing Capital Fund:
Fiscal Year 2011 14.872 IAQ5P12750111 146,585
Total federal expenditures 51,828,326
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 acceount and are depreciated over its estimated useful life. During
the current year, HUD has allowed the Authority to reallocate the capital funds to
operations. The following table demonstrates how the capital funds were expended
to finance operations.

Capital Fund Amount Amount
Year Received Expended
2011 $146,585 3146,585

See accompanying independent auditor’s report.
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REPORT ON INTERNAL CONTROL OVER.FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER
MATTERS BASED ON AN AUDIT QF ‘FINANCTAL STATEMENTS PERFORMED IN AECORDANCE WITH
e GOVERNMENT AUDITING STANHARDS A . ; :

:_'To the Board of Comm1851oners-"fr“' '
) North iowa Reglonal Housmng Authorlty

'We have audlted the flnanclal statements of the North Iowa Reglonal Hou51ng

‘:*Authorlty as of .and- for the year. ended September 38, 2011,  and have -issued our o

5Vreport thereon dated - May 30, 2012. We condicted our audlt in accordance w1th R
.taudltlng standards - generally accepted in.-the United States of Amerlca and the-h
.:standards appllcabler to  financial -audits . contalned : : Government Audltlng

"'Standards, 1ssued by the Comptroller General of the Unlted States s

"Internal Control Over Flnan01al Reportlng

2'£ﬁManagement-*of‘ North ‘Iowa Reglonal Hou51ng Authorlty respon51ble :forlff'f

a;_In plannlng and performlng our audlt,'we con51dered North Iowa Reglonal Hou51ng
" ‘Authority's 1nternal control over flnanc1al reportlng as :a basis for ‘desii

;h3North Iowa Reglonal Hou51ng Authorlty § 1nternal contro

“bhasis. . A material’ weakness is &g def1c1ency,

- tpCompllance and Other Matters

. _Housing ‘Buthority’s. flnanclal statements
,I3‘performed tests of .its- compliance wit
“‘contracts. and. grants, noncompllance wit

establishing and malntalnlng effective. 1nternal control ‘over flnanclal repoxtlng

gning. our.

- auditing procedures for the- - purpose - of expre551ng our Dplnan or thes
'jstatements, ‘but- not for the purpose of expressing.an oplnlon [s]
gof Noxrth- Iowa “Regiondl Housing Authority’s 1nternal
'reportlng Accordlngly, we do not express .an oplnlon on

Y deflclency “in 1nternal control exlsts when the de peration. ontrol :

"doee ‘not ‘allow. management or employees,-ln the ng 3 '
a551gned functlons, to prevent, ‘or-detect . and-
iEnciea;.ln
‘a material

“iinternal . ‘control such that there is - a. - rea _ 1l
- pravented, or

'fﬁmlsstatement .of-the. entlty 5 flnan01al s
gdetected and corrected on a- tlmely ba51s

HOur con51deratlon of 1nternal control ove 10 g Was for the llmltEd
pPUrpose descrlbed in the first paragraph' d was not de51gned to
“identify all def1c1enc1es in.internal con

. be. def1c1enc1e5, srgnlflcant def1c1enc1e
-{;dentlfy any- deficiencies in. internal’
",jcons;der to be materlal weaknesses, as_d

weaknesses ‘We dld not'
'nc1al reportlng that we'

1 - Towa Regional -
i statement, we .
regulatlons,
and material

" As part of obtelnlng reasonable assur

“effect on the determlnatlon of flnanc1al 5
.- opinion on compllance ‘with those provisi
__eccordlngly, we do” not .express such a
' disclosed no -instances of’ noncompllanc”
-Government Audltlng Standards

117N ]ackson Street Charles City, JA 50616- 2036
T IPYYEA1YII8-5900  E-(6413DIRITEY



?T:H0051ng Authorlty 1n & separate letter dated May 30, 2012 '”r“ CaE

iR We noted certaln matters that ‘we reported to management of North Iowa Reglonal_ﬁfT

Al

@dThls report 15 lntended solely for the 1nformatlon and uae of management, anfd'oflcﬁen
'Comm1551oners, othera within.the entlty, Land.’ federal awardlng agencies and pass—‘ﬁ,Lelf
‘through- entltles .and .is ‘not.. 1ntended ‘to be and should not be used by anyone otherﬁfe“‘"'

.3than-these spec1f1ed partles w'ﬁ,-__: {._1_,_. SRR

'VWe would llke to acknowledge the many courte51es and a5515tance extended to us byﬂ;

”_'-personnel of. the North Iowa Reglonal Housmg Authomty durlnq the. course of our.:

Cawdies o o T

'Tdshould you “have' any - questlons concernlng any. of the abovezﬁaﬁtéfsfjﬁef?halljbé:? B

= ;.f&pleased to dlscuss them wlth you at your convenlence LR e

Clar e



“-jNorth Iowa Reglonal Hou51ng Authorlty

“!programs “is: thE_fEEpUHBlblllty of ‘the: North Iowa Reglonal Hou51ng Authority’s °

:.;Comptroller General of the United States and OMB Circ

?:;occurred An audit included ‘examining,:on a,
o Towa Reglonal Houslng Authority's. -compl
" performing -such ‘other. procedures -as -we consi

E dﬂcompllance w1th those requlrements

‘-30, 2011.

) Kronlage & Oon,P.C. - el
| o o Acmnis g K, G0
Ll o e T e L e T ]ohn C Olson CPA

o REPORT ON COMPLIANCE WITH REQUIREMENTS L
APPLICABLE TO EACH MAJOR PROGRAM™AND:ON INTERNAL CONTROL o
-_OVER COMPLIANCE IN ACCORDANCE WITH OMB.CIRCULAR A-3133 -

:To the Board of Comm1551oners'

T Comgllance

We have audlted North Towa. Reglonal Hou51ng Authorlty s compllance W1th the types7'

‘of 'compllance requ1rements described in:’the OMB Circular A= =133 . Compliance
__‘Supplement that “could ‘hHave & dlrect and - nmterlal effect on each of "North "ITowa ..
~Regional ° Hou51ng Authorlty 5. major federal programs “for “the year ended September>j,” S
JTBD 2011. The North- Iowa: Reglonal Housrng Authorlty 5 major federal programs are. -

ﬁldentlfled 1n “the ‘summary : of: ‘duditor’s results ‘section “of “the: accompanylng =

‘Schedule -of Flndlngs and Questloned Costs.- Compllance with the requlrements of

,laws,-regulatlons, contracts and grants appllcable to each’ of its major federal

3]management ~Qur: " responsibility “is. ‘to. express ‘an ‘opinion Son . the North Iowa
”Reglonal Hou51ng Authorlty s compllance based on our audlt LU

'.dWe” conducted our audlt of compllance' in accordance w1thw
‘generally accepted in the Unlted ‘States of- Rmerlca,‘the
financial audits -contained . in ‘Government Auditing = Sta

,iLocal Governments and Non-Profit Organlzat1ons T
. “A=133" reguire. that we plan and perform the audl
., about whether. non- compllance with the types. of ¢

- above .that ‘could have ‘a direct- and material

qUiremeﬁts and
&, 01rcumstances-
plnlon.j OQur~ audit

“We bslieve that’ olir ‘audit provides -a reasonab i Ry
_:Houslng Authorlty 5 e

" does not prov1de a legal determlnatlon of

.omplled, in all'ﬁéterial
could have a “direct -and & -~
“the year ended September '

_VIn our oplnlon, North Towa Reglonal Ho
: ﬁ,respects, “with: the requlrements referre
material effect on each of 1ts major fed

11'7 N. ]ackson Street Charles C
' P-(641)228-5900  F-(641)2



ﬁ:Internal Control Over Compllance;

:;LManagement of North Iowa:-Reglonal Hou51ng Authorlty ‘responsibleh”fort;o
'establishing.. and malntalnlng effective internal; control’ over compllanoe w1th “the."
frequlrements of laws, . regulatlons, contracts,'and rants applicable to federalf;V'

fthbe prevented,:or detected and corrected ‘on..a, tlmely basrs

'Tprograms. ‘In plannlng and performlng our audit, we: consrdered ‘North: Iowa ReglonalL

4\,H0051ng Authorlty s 1nternal ‘control: over complrance with the requ1rements that'-'ﬁ
’could ‘have a ‘direct: and materlal effect on-& major federal program. ‘to- determine

;-Jthe auditing” procedures for the purpose of: expr9551ng our ‘opinien’ on compllancewlﬁ-h
"~ and to test and - report ‘on 1nternal control over compllance in, accordance w1th OMB .7

‘ﬁclrcular- A= 133, but ‘not’ for the’ purpose of expre551ng can. -opinion. - on “the.
effectlveness of North Iowa Reglonal Housrng Authorlty 5. internal - control over{f

compliance: Accordlngly, ‘we do not. express an ‘opinion on’ ‘the effectlveness ofh.*r

3jNorth Iowa Reglonal Housrng Authorlty 5 1nternal control over compllanoe,_;

- A_ def1c1ency .in- 1nternal control over complranoe exmsts when the desrgn or

s foperatlon ofa - control over compllance does not allow management or employees, 1n;ﬁ*
-the- normal course of. performlng their a551gned functlons,"to prevent, ar ~detect

©land correct, noncompllance with -a: Ltype of - compllance requ1rement of &, federal :
.program ‘on_ ‘a o timely ~basis. ‘C:A- material’ weakness in “tinternal . control over

1f1‘comp11ance isac deflclency, or: comblnatlon ‘of ~deficiencies; 'in. 1nternal control,f;__""
“lover compllance, “such: that there ‘is. .. reasonable -p0551blllty that materlalnff’

':noncomplrance with & type of. compllance requlrement of a federal program w1ll not_;f

“.fOur con51derat10n of 1nternal control ‘over compllance Wwas for the llmlted purposelkh;tzj

:?»descrlbed inn -the first paragraph of thls section and.. ‘was. not designed: “to didentify.

- -all deficiencies in 1nternal control over,compllance that might be: deficiencies;, -

ffslgnlflcant deflclen01es, ‘Or; materlal ‘weaknesses: We- did. not: 1dent1fy anyf}ﬁf‘ﬂ*

“deficiencies in- internal’ control over” compllance that we. con51der to be materlalw

'“.j_weaknesses,'as deflned above.

- North Iowa Reglonal Hou51ng Authorlty s responses to the flndlngs 1dent1f1ed 1n,ohff'
Chours audlt are ‘described. in- tha accompanylng sohedule ~pof - findings and’ questloned -

fcosts. ‘‘We did .not . audit North ‘Iowa Regional Housing. Authorlty S responses and, -
_accordlngly,_we express no oplnlon ‘ons the responses._:‘ . . S0

,Thlsfreport,'a publlc record by law, is. 1ntended solely for the 1nformatlon and'

S use ‘of ‘management, . North Towa Reglonal “Housing Amthorlty commrssroners,_others_vg"ﬁ
/. within the entity; federal: awarding agencies - -and pass ~through: entltles and is'mot v

“intended to- be and should not be: used by anyone :other than these speclfled 1;_?

irpartles.‘ .

}ffatzz;zhi

'uQMay.ao 2012

OAm /0(:




NORTH IOWA REGIONAI, HOUSING AUTHORITY
Schedule of Findings and Questioned Costs
Year Ended September 30, 2011

Part I: Summary of the Independent Auditor’s Results:

An ungualified opinion was given on the financial statements.

{z2)

(b) The audit did not disclose any deficiencies in internal control over
financial reporting.

(c) "he audit did not disclose any noncompliance which 1is material to the
financial statements.

(d) The audit did not disclose any deficiencies in internal control over major
programs.

{e) An unqualified opinion was issued on compliance with requirements applicable
to the Authority’s major programs.

(f) The audit disclosed no audit findings which were required to be reported in
accordance with Office of Management and Budget Circular A-133, Section
.510(a).

{a) Programs tested as major programs Were as follows:

e CFD& Number 14.871 - Section B8 Housing Choice Vouchers

{h} The dollar threshold used to distinguish between Type A and Type B programs
was $300,000.

(i) The Authority guzlifies as a low-risk auditee.

Part IT: Findings Related to the Financial Statements:

INSTANCES OF NONCOMPLIANCE:

There were no prior year or current year instances of noncompliance identified.

MATERIAT, WEAKNESSES:

There were no prior year or current year material weaknesses identified.

Part III: Findings and Questioned Costs for Federal Awards:

DEPARTMENT OF HOUSING AND URBAN DEVELOFMENT
Section B Housing Choice Voucher - CFDA 14.871

INSTANCES OF NONCOMPLIANCE:

There were no current year instances of noncompliance identified.

MATERIAT, WEAKNESSES:

There were no current year material weaknesses identified.
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NORTH IOWA REGIONAL HOUSING AUTHORITY
Schedule of Findings and Questioned Costs
Year Ended September 30, 2011

Part IV: Summary Schedule of Prior Audit Findings:

IT1-10-01 Condition - Inspections showed that one tenant unit 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. This problem was corrected upon the re-
inspection within 30 days.

Recommendation - Inspectors should be reminded of the need to
recognize and follow up on the correction of life threatening
deficiencies noted in their inspections.

Current Status - Life threatening deficiencies noted during testing
were corrected within 24 hours.

I11-10-02 Condition - Quality control inspections completed were not all within
the reguired 90 days of the original inspection.

Recommendation - Quality control inspections should be performed in
accordance with HUD requirements.

Current Status - Current year quality control inspections were
performed in accordance with HUD requirements.

Part V: Other Findings Related to Required Statutory Reporting:

v-11-01 Official Depositories - A resclution naming official depositories has
pbeen approved by the Authority.

v-11-02 Questionable Expenditures - We noted no expenditures that may not meet
the requirements of public purpose as defined in an Attorney General’s
opinion dated April 25, 1873.

Vv-11-03 Travel Expense - HNo expenditures of Buthority money for travel
expenses of spouses of Buthority officials or employees were noted.
No travel advances to Authority officials or employees were noted.

Vv-11-04 Business Transactions - There were no business transactions between
the Authority and Authority officials or employees.

y-11-05 Bond Coverage - Surety bond coverage of Authority officials and
employees 1is in accordance with statutory provisions. The amount of

coverage should be reviewed annually to insure that the coverage is
adequate for current operations.
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Part V:

NORTH IOWA REGIONAL HOUSING AUTHORITY
Schadule of Findings and Questioned Costs
Year Ended September 30, 2011

Other Findings Related to Required Statutory Reporting: {continued)

V-11-06

V-11-07

Deposits and Investments - The Authority has a written investment
policy in accordance with Chapter 12B and 12C of the Code of Iowa.
The policy requires annual review, or more frequently as appropriate.
This review has not been completed since May 2007.

Recommendation - The Authority should develop a plan to ensure the
investment policy is reviewed at least annually as required.

Response - A new agenda format was put into place during 2011. While
the agenda item was noted in the computer agenda file, it did not get
transferred over to the agenda. As a result, the Investment Policy
was not reviewed. Several reminders and postings have been made to
remind the director of the need to review the policy during the annual
meeting in September.

Conclusion - Response accepted.

Buthority Minutes - No transactions were found that we believe should
have been approved in the Authority minutes but were not.
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Certlﬁed PubhcAccountants | Douglas E. Kronlage CPA

]Oh.nC Olson CPA

. Ma. Debra Bullerman, Execut:l.ve D:Lrector
_"North Iowa Reg:l.onal Housing Authorlty
- :201 1°* Street SE, Suite 203 .
" Mason Clty, IA 50401 S

: .'..Dear Ms. Bullerma-u

‘ *'We have performed the audlt of the f:.nanc:.al statements of North Iowa Reglonal'.'.‘,
- Housing Authority as of and. for, the year. ended September 30, 2011 ‘in ‘accordance .

with ¢ audn.t:.ng standards generally accepted in  the’ Un:n.ted .States of Amer:l_ca., Wei'

consldered ‘the North Iowa ‘Regional . Houelng Authorlty B 1nterna1 control over
"finanecial. IepDI‘tlIlg’ (1nternal control) as. a. basls for des:.gnrng ‘our aud:Lt:Lng-.

: 'proceduree for ‘the purpose of expresex.ng our op:.n:l..on on the flnanc:Lal statements,"'

‘but . not: for the purpose of exprese:.ng -ah opinicon .on the: effectlvenese .0f: the

7 “‘ARuthority's- ‘internal - control . Accordingly,” we do not express an op:.n:l.on on. the
" effectiveness .of" the Authorlty s internal control. - We noted no deficiencies in ool

> _'your convem.ence

_1nternal control we- cons:l.der to be mater:.al weaknesses.- “We noted an addltlonal
'_de£1c1ency in :Lnternal control that you. Wwill" want to rev:Lew and dev 1oy
_ ‘necesgary proceduree to allev:.ate this issue’ :Ln the future

: 'deecrlbed in the follow1ng paragraph :

‘A small nu.mber of 1nvolces eupportlng dlsbursemente have
41nvo:|.ce that they have been pald ‘ Th:Le appears t

marked as pa:Ld  Staff ehould be. remlnded t
dn.ebursement 1ls stamped “Pa:l.d”' 1ncluc1.1ng dat

"I‘hls letter lE :Lntended eolely for the
' Commissioners" aud management of North - Tow:
within the organlzatlon, and is: not: intended
,'anyone other than these spec:.f:n.ed partles

_uthor:l.t},r a.ud others' .
ehoulcl not be ueed hy

' If you have any queet:n.one regard:.ng the n,','pl_le_aee_ -tontact__' us at -

S:an:erely yours, : " :

‘”TKRONLAGE & OLSON 'P. c

guc 0,4,4,,

:_John C. Olson R
-Certlfled Publ:Lc Accountant

117N ]ackson Street Charles Cif 0616- 2036
P EA1VI99.C900 (6413998151



