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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
Iowa Northland Regional Council of Governments
Waterloo, IA 50703

Report on the Financial Statements

I have audited the accompanying financial statements of the Iowa Northland Regional
Council of Governments (INRCOG), as of and for the year ended June 30, 2020, and the
related Notes to Financial Statements, which collectively comprise INRCOG’s basic
financial statements listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management 1s responsible for the preparation and fair presentation of these
financial statements in accordance with U.S. generally accepted accounting
principles. This includes the design, implementation and maintenance of internal
control relevant to the preparation and fair presentation of financial statements
that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

My responsibility is to express an opinion on these financial statements based on my
audit. I conducted my audit in accordance with U.S. generally accepted auditing
standards 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 from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts

and disclosures in the financial statements. The procedures selected depend on the
auditor’s judgment, including the assessment of the risks of material misstatement of
the financial statements, whether due to fraud or error. In making those risk

assessments, the auditor considers internal control relevant to the Agency’s
preparation and fair presentation of the financial statements in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the Agency’s internal control.
Accordingly, I express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

I believe the audit evidence I have obtained is sufficient and appropriate to provide
a basis for my audit opinion.

Opinion
In my opinion, the financial statements referred to above present fairly, in all
material respects, the financial position of INRCOG as of June 30, 2020, and the

changes in its financial position and its cash flows for the year then ended in
accordance with U.S. generally accepted accounting principles.
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Other Matters

Required Supplementary Information

U.S. generally accepted accounting principles require Management’s Discussion and
Analysis, the Schedule of the Agency’s Proportionate Share of the Net Pension
Liability and the Schedule of Agency Contributions on pages 4 through 6 and 21
through 25 be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, 1is required by
the Governmental Accounting Standards Board which considers it to be an essential
part of financial reporting for placing the basic financial statements in an
appropriate operational, economic or historical context. I have applied certain
limited procedures to the required supplementary information in accordance with U.S.
generally accepted auditing standards, which consisted of inquires of management
about the methods of preparing the information and comparing the information for
consistency with management’s responses to my inquiries, the basic financial
statements and other knowledge I obtained during my audit of the basic financial
statements. I do not express an opinion or provide any assurance on the information
because the limited procedures do not provide me with sufficient evidence to express
an opinion or provide any assurance.

Supplementary Information

My audit was conducted for the purpose of forming an opinion on the financial
statements that collectively comprise INRCOG’s basic financial statements. The
supplementary information included in Schedules 1 through 4, including the Schedule
of Expenditures of Federal Awards required by Title 2, U.S. Code of Federal
Regulations, Part 200, Uniform Administrative Requirements, Cost Principles and Audit
Requirements for Federal Awards (Uniform Guidance), 1is presented for purposes of
additional analysis and is not a required part of the basic financial statements.

The supplementary information is the responsibility of INRCOG’s management and was
derived from and relates directly to the underlying accounting and other records used
to prepare the basic financial statements. Such information has been subjected to
the auditing procedures applied in the audit of the basic financial statements and
certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the basic
financial statements or to the Dbasic financial statements themselves, and other
additional procedures in accordance with U.S. generally accepted auditing standards.
In my opinion, the supplementary information 1is fairly stated in all material
respects in relation to the basic financial statements taken as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, I have also issued my report dated
November , 2020 on my consideration of INRCOG’s internal control over financial
reporting and on my tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements and other matters. The purpose of that
report is solely to describe the scope of my testing of internal control over
financial reporting and compliance and the results of that testing and not to provide
an opinion on the effectiveness of the Agency’s internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards 1in considering INRCOG’s internal
control over financial reporting and compliance.

Charles City, Iowa
November , 2020



MANAGEMENT'S DISCUSSION AND ANALYSIS

Iowa Northland Regional Council of Governments (INRCOG) provides this Management's
Discussion and Analysis of its financial statements. This narrative overview and
analysis of the financial activities is for the fiscal year ended June 30, 2020. I
encourage readers to consider this information in conjunction with INRCOG's financial
statements, which follow.

FINANCIAL HIGHLIGHTS

. INRCOG's operating revenues increased 1%, or $24,863, from fiscal 2019 to
fiscal 2020. Grants increased due to an increase in transportation funds.

e INRCOG's operating expenses were 7%, or $264,792 less in fiscal 2020 than in
fiscal 2019 due mainly to decreased contracted services.

. INRCOG's net position increased 7%, or $324,131, from June 30, 2019 to June 30,
2020.

USING THIS ANNUAL REPORT
The Iowa Northland Regional Council of Governments is a 28E organization and presents

its financial statements using the economic resources measurement focus and the
accrual Dbasis of accounting, which 1is the same measurement focus and basis of

accounting employed by private sector business enterprises. This discussion and
analysis 1s intended to serve as an introduction to INRCOG's basic financial
statements. The annual report consists of a series of financial statements and other

information, as follows:

Management's Discussion and Analysis introduces the basic financial statements and
provides an analytical overview of INRCOG's financial activities.

The Statement of Net Position presents information on INRCOG's assets and deferred
outflows of resources less the Agency’s liabilities and deferred inflows of
resources, with the difference reported as net position. Over time, increases or
decreases in net position may serve as a useful indicator of whether the financial
position of INRCOG is improving or deteriorating.

The Statement of Revenues, Expenses and Changes in Net Position is the basic
statement of activities for ©proprietary funds. This statement presents
information on INRCOG’s operating revenues and expenses, non-operating revenues
and expenses and whether INRCOG's financial position has improved or deteriorated
as a result of the year's activities.

The Statement of Cash Flows presents the change in INRCOG's cash and cash

equivalents during the year. This information can assist readers of the report in
determining how INRCOG financed its activities and how it met its cash
requirements.

Notes to Financial Statements provide additional information essential to a full
understanding of the data provided in the basic financial statements.

Required Supplementary Information further explains and supports the financial
statements with the Agency’s proportionate share of the net pension liability and
related contributions.

Supplementary Information provides detailed information about the revenues,
expenses and changes 1in net position, in addition to ©providing detailed

information about the grant activity. In addition, the Schedule of Expenditures
of Federal Awards provides details of wvarious federal programs benefiting the
Agency.



FINANCIAL ANALYSIS OF THE AGENCY

Statement of Net Position

As noted earlier, net position may serve over time as a useful indicator of INRCOG's
financial position. INRCOG's net position at the end of fiscal year 2020 totaled
approximately $4,699,191. This compares to approximately $4,375,060 at the end of
fiscal 2019. A summary of INRCOG's net position is presented below.

Net Position

June 30,
2020 2019
Current assets $ 4,031,517 $ 3,544,801
Non-current assets 257,567 217,621
Capital assets at cost, less accumulated
depreciation 1,536,953 1,632,101
Total assets $ 5,826,037 $ 5,394,523
Deferred outflows of resources S 274,337 $ 425,831
Current liabilities S 343,643 S 270,712
Noncurrent liabilities 876,097 975,441
Total liabilities $ 1,219,740 $ 1,246,153
Deferred inflows of resources S 181,443 S 199,141
Net position:
Reserved S 210,776 S 284,122
Unreserved 4,488,415 4,090,938
Total net position $ 4,699,191 $§ 4,375,060

Statement of Revenues, Expenses and Changes in Net Position

Operating revenues are received from federal grants, state grants, and other local
sources. Operating expenses are expense paid to operate the transit systems and
programs. The utilization of capital assets is reflected in the financial statements
as depreciation, which allocates the cost of an asset over its expected useful life.
A summary of revenues, expenses and changes in net position for the years ended June
30, 2020 and 2019 is presented below:

Changes in Net Position

Year Ended June 30,

2020 2019
Operating Revenues:
Grants $ 2,050,659 $ 1,847,754
Program reimbursements and other
local sources 1,485,067 1,663,109
Total operating revenues $ 3,535,726 $ 3,510,863
Operating Expenses 3,253,411 3,518,203
Operating Income $ 282,315 § (7,340)
Non-operating revenues:
Interest income S 26,353 $ 27,342
Gain on sale of fixed assets 15,463 4,956
Net non-operating revenues $ 41,816 S 32,298
Change in net position S 324,131 S 24,958
Net position beginning of year 4,375,060 4,350,102
Net position end of year $ 4,699,191 $ 4,375,060




The Statement of Revenues, Expenses and Changes in Net Position reflects an increase
in the net position at the end of the fiscal year.

e Net position for the year increased $324,131. This increase was due to reduced
operating expenses.

e INRCOG's operating expenses (without depreciation) were $3,067,989 and
operating revenues were $3,535,726. With depreciation, the total expenses were
$3,253,411 and operating revenues remained at $3,535,726.

° State funds and federal funds for the year totaled $2,050,659. These same
funding sources for the previous fiscal year totaled $1,847,754. These same
funding sources are projected to remain constant from fiscal year 2020 to
fiscal year 2021.

Statement of Cash Flows

The Statement of Cash Flows presents information related to <cash inflows and
outflows, summarized by operating, capital and related financing and investing
activities. Cash provided by the operating activities includes federal and state
support, program reimbursements and other revenue, reduced by payments to employees
and to suppliers. Cash used by capital and related financing activities includes
principal payments and the purchase of capital assets. Cash provided by investing
activities includes interest income.

CAPITAL ASSETS

At June 30, 2020, INRCOG had approximately $1,536,953 invested in capital assets, net
of accumulated depreciation of approximately $1,979,034. Depreciation expense totaled
$185,422 for fiscal year 2020. More detailed information about INRCOG's capital
assets is presented in Note 4 to the financial statements.

ECONOMIC FACTORS

The Iowa Northland Regional Council of Government's Board of Directors (with input
from local elected officials and citizens) considered various factors when setting
the fiscal year 2021 budget and fees that will be charged for Agency activities.
INRCOG general operations are expected to remain consistent with the previous year,
but could vary according to contracts received during the year.

CONTACTING INRCOG’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers and
creditors with a general overview of INRCOG's finances and to show INRCOG's
accountability for the money it receives. If you have questions about this report or
need additional financial information, contact Iowa Northland Regional Council of
Governments, 229 E Park Avenue, Waterloo, IA 50703.






IOWA NORTHLAND REGIONAL COUNCIL OF GOVERNMENTS
STATEMENT OF NET POSITION

JUNE 30, 2020

ASSETS:
Current assets:
Cash and cash equivalents
Investments (at cost)
Accounts receivable
Notes receivable
Prepaid expenses
Total current assets

Noncurrent assets:
Notes receivable

Fixed assets:

Furniture and equipment

Vehicles - unrestricted

Vehicles - restricted

Building and improvements
Total

Less accumulated depreciation
Net fixed assets

Total assets

DEFERRED OUTFLOWS OF RESOURCES:
Pension related deferred outflows

LIABILITIES:
Current liabilities:
Trade accounts payable
Accrued wages and payroll taxes payable
Accrued benefits payable
Unearned revenue
Total current liabilities

Noncurrent liabilities:
Net pension liability

Total liabilities
DEFERRED INFLOWS OF RESOURCES:

Unavailable revenues:
Pension related deferred inflows

NET POSITION:
Reserved (Note 2)

Unreserved

Total net position

Iowa Northland

EXHIBIT A

Regional Council
Transit of
Commission Governments Total
$ 955,865 $2,031,344 $2,987,209
110,121 220,242 330,363
387,478 275,793 663,271
- 50,059 50,059
- 615 615
51,453,464 $2,578,053 $4,031,517
$ = $ 257,567 $ 257,567
S 27,757 $ 197,527 $ 225,284
279,725 - 279,725
1,098,320 - 1,098,320
- 1,912,658 1,912,658
$1,405,802 $2,110,185 $3,515,987
(1,172,505) (806,529) (1,979,034)
$ 233,297 $1,303,656 $1,536,953
$1,686,761 $4,139,276 $5,826,037
S 80,302 $ 194,035 S 274,337
$ 1,004 $ 56,332 $ 57,936
15,302 25,924 41,226
11,385 37,104 48,489
- 195,992 195,992
$ 28,291 $ 315,352 $ 343,643
S 207,873 S 668,224 $ 876,097
$ 236,164 $ 983,576 $1,219,740
$ 38,556 S 142,887 $ 181,443
$ 137,696 $ 73,080 $ 210,776
1,354,647 3,133,768 4,488,415
$1,492,343 $3,206,848 $4,699,191

See Notes to Financial Statements.



EXHIBIT B

IOWA NORTHLAND REGIONAL COUNCIL OF GOVERNMENTS
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
YEAR ENDED JUNE 30, 2020

OPERATING REVENUES:
Federal funds
State funds
Local funds:
Contract revenue
Membership revenue
In kind
Miscellaneous
Total operating revenues

OPERATING EXPENSES:
Salaries and fringe benefits
Drivers’ salaries and benefits
Travel
Meals
Seminars
Telephone/internet
Contracted services
Office supplies
Miscellaneous
Postage
Bad debt
Copy expense
Advertising and notices
Professional memberships
Recording fees
Administrative overhead
Transportation cost
Administrative expense - EDA RLF
Provision for forgivable loan
Insurance
Equipment maintenance
Service agreement
Utilities
Inspections
Printing
Depreciation
Legal and accounting
Radio service
Total operating expenses

Operating Income

Non-operating revenues (expenses) :
Interest income
Gain (loss) on sale of fixed assets

Net non-operating revenues

Change in net position
Net position beginning of year

Net position end of year

Iowa Northland

Regional Council
Transit of

Commission Governments Total
$ 732,912 S 543,656 $1,276,568
340,617 433,474 774,091
327,579 884,450 1,212,029
- 108,144 108,144
- 134,544 134,544
1,340 29,010 30,350

$1,402,448

$ 2,133,278 $3,535,726

$ -
371,047

436
1,246
237,062
1,076
17,933
1,288
378
1,409
1,883
2,468
80,932
220,415

22,330
335

106,162
19,825
1,824

$ 1,205,782 $1,205,782

- 371,047
15,345 15,345
1,075 1,075
4,660 5,096
6,565 7,811
627,012 864,074
8,518 9,594
1,945 19,878
4,012 5,300
5,237 5,615
2,990 4,399
2,023 3,906
14,835 17,303
200 200
442 81,374

- 220,415
8,496 8,496
75,719 75,719
30,129 52,459
10,563 10,898
23,419 23,419
18,082 18,082
743 743
336 336
79,260 185,422
17,974 37,799
1,824

$1,088,049

$ 2,165,362 $3,253,411

$ 314,399 $  (32,084) $ 282,315
$ 5,616 S 20,737 $§ 26,353
15,388 75 15,463

s 21,004 & 20,812 $ 41,816
$ 335,403 $  (11,272) $ 324,131
1,156,940 3,218,120 4,375,060
$1,492,343 $ 3,206,848 $4,699,191

See Notes to Financial Statements.



IOWA NORTHLAND REGIONAL COUNCIL OF GOVERNMENTS

STATEMENT OF CASH FLOWS
YEAR ENDED JUNE 30, 2020

Cash flows from operating activities:
Cash received from membership revenue
Cash received from contract fees
Cash received from miscellaneous sources
Cash received from state operating grants
Cash received from federal operating grants
Cash paid for salaries and benefits
Cash paid for administration
Net cash provided (used) by
operating activities

Cash flows from capital and related financing
activities:
Net acquisition of fixed assets

Cash flows from investing activities:
Cash paid for investments
Interest received
Net cash provided by investing activities

Net increase (decrease) in cash and
cash equivalents
Cash and cash equivalents beginning of year

Cash and cash equivalents end of year

Reconciliation of operating income to net cash
provided (used) by operating activities:
Operating income (loss)
Adjustments for long-term non-cash items:
Depreciation
Revenues and expenses not classified
as operating
Changes in assets and liabilities:
(Increase) decrease in accounts
and notes receivables
Increase) decrease in prepaid expenses

(

(Decrease) increase in accounts payable
(Decrease) increase in accrued wages payable
(Decrease) increase in accrued benefits payable
(Decrease) in unearned revenue

Increase (decrease) in net pension liability

(Increase) decrease in deferred outflow of
resources

Increase (decrease) in deferred inflow of
resources

Net cash provided (used) by operating activities

Supplemental disclosure of cash flow information:
Interest paid

EXHIBIT C

Iowa Northland

Regional Council
Transit of
Commission Governments Total
$ - $ 108,144 S 108,144
354,880 853,655 1,208,535
- 29,010 29,010
340,617 433,474 774,091
358,978 563,181 922,159
(371,283) (1,183,429) (1,554,712)
(571,257) (723,427) (1,294,684)
$ 111,935 S 80,608 S 192,543
$ (26,283) $ (63,990) S (90,273)
$ (1,721) S (3,443) $ (5,164)
5,616 20,737 26,353
$ 3,895 $ 17,294 S 21,189
S 89,547 S 33,912 $ 123,459
866,318 1,997,432 2,863,750
$ 955,865 $2,031,344 $2,987,209
$ 314,399 S (32,084) $ 282,315
106,162 79,260 185,422
40,117 (39,871) 246
(346,631) (11,270) (357,901)
- (192) (192)
(300) 24,093 23,793
(4,551) 3,489 (1,062)
4,315 18,864 23,179
- 27,021 27,021
14,449 (113,793) (99, 344)
(12,365) 139,129 126,764
(3,660) (14,038) (17,698)
$ 111,935 $ 80,608 $ 192,543
$ - $ - $ -

See Notes to Financial Statements.
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IOWA NORTHLAND REGIONAL COUNCIL OF GOVERNMENTS
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2020

Organization

The Iowa Northland Regional Council of Governments (INRCOG) is an Inter-
Governmental Council, established in accordance with provisions of Chapter 28E

of the State Code of Iowa (Inter-Governmental Cooperation Agreement). The area
of Jjurisdiction 1is Region 7 which includes Black Hawk, Bremer, Buchanan,
Butler, Chickasaw, and Grundy counties. INRCOG's powers and duties are those

authorized by Chapter 28H of the State of Iowa (Councils of Governments).
INRCOG provides professional and technical services on a regional basis to
maintain area-wide certification for state and federal grant and aid projects.
It also provides planning advisory services and assistance in preparing special

planning documents and applications to its members. INRCOG also provides
transportation services to the elderly, disabled and rural areas through the
Iowa Northland Regional Transit Commission. In performing its duties, INRCOG

may contract with and expend funds from federal, state, and local agencies,
public or semi-public agencies and private individuals and Corporations.

Reporting Entity

For financial reporting purposes, INRCOG has considered all potential component
units for which it is financially accountable and other organizations for which
the nature and significance of their relationship with INRCOG are such that
exclusion would cause INRCOG's financial statements to be misleading or
incomplete. The Governmental Accounting Standards Board has set forth criteria
to Dbe considered in determining financial accountability. These criteria
include appointing a voting majority of an organization's governing body and
(1) the ability of INRCOG 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 INRCOG. INRCOG has no component units which meet
the Governmental Accounting Standards Board criteria.

Summary of Significant Accounting Policies

(a) Basis of Presentation

The accounts of INRCOG are organized as an Enterprise Fund. Enterprise
Funds are utilized to finance and account for the acquisition, operation
and maintenance of governmental facilities and services supported by user
charges.

Enterprise 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
an Enterprise Fund’s principal ongoing operations. All revenues and
expenses not meeting this definition are reported as non-operating
revenues and expenses.

(b) Measurement Focus and Basis of Accounting

The financial statements are reported wusing the economic resources

measurement focus and the accrual basis of accounting. Revenues are
recorded when earned and expenses are recorded when a liability is
incurred, regardless of the timing of related cash flows. Grants and

similar items are recognized as revenue as soon as all eligibility
requirements imposed by the provider have been met.
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IOWA NORTHLAND REGIONAL COUNCIL OF GOVERNMENTS
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2020

Summary of Significant Accounting Policies - continued

INRCOG applies all applicable GASB pronouncements, as well as the
following pronouncements issued on or before November 30, 1989, wunless
these pronouncements conflict with or contradict GASB pronouncements:
Financial Accounting Standards Board Statements and Interpretations,
Accounting Principles Board Opinions and Accounting Research Bulletins of
the Committee on Accounting Procedure.

INRCOG distinguishes 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 the
INRCOG’s principal ongoing operations. All revenues and expenses not

meeting this definition are reported as non-operating revenues and
expenses.

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

The following accounting policies are followed in preparing the Statement
of Net Position:

Cash and Cash Equivalents - The cash balances are invested. For purposes
of the statement of cash flows, all short-term cash investments that are
highly liquid are considered to be cash equivalents. Cash equivalents are
readily convertible to known amounts of cash, and at the day of purchase,
they have a maturity date no longer than three months.

Investments - Investments are stated at cost which approximates market.

Notes Receivable - This account is utilized to record revolving loan funds
loaned to eligible homeowners with the intent that if certain target
performances have been satisfied, a portion of the loans may be forgiven.

Capital Assets - Capital assets are accounted for at historical cost.
Depreciation of all exhaustible capital assets is charged as an expense
against operations. The cost of repair and maintenance is charged to
expense while the cost of renewals or substantial Dbetterments 1is
capitalized. The cost and accumulated depreciation of assets disposed of
are deleted, with any gain or loss recorded in current operations.

Reportable capital assets are defined by INRCOG as assets with initial,
individual costs in excess of the following thresholds and estimated
useful lives in excess of two years.

Asset Class Amount
Furniture and Equipment $ 250
Vehicles 500
Moving Costs 500
Leasehold Improvements 500
Building and Improvements 500
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IOWA NORTHLAND REGIONAL COUNCIL OF GOVERNMENTS
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2020

Summary of Significant Accounting Policies - continued

Capital assets of INRCOG are depreciated using the straight line method
over the following estimated useful lives:

Estimated
Useful lives
Asset Class (In years)
Furniture and Equipment 5
Vehicles 5
Moving Costs 5
Leasehold Improvements 5-39
Building and Improvements 5-39
Deferred Outflows of Resources - Deferred outflows of resources represent

a consumption of net position that applies to a future year(s) which will
not be recognized as an outflow of resources (expense/expenditure) until
then. Deferred outflows of resources consist of unrecognized items not yet
charged to pension expense and contributions from the Agency after the
measurement date but before the end of the Agency’s reporting period.

Accrued Benefits Payable - Accrued benefits payable are earned vacation
time and have been accrued as liabilities on the statement of net
position. These current liabilities have been computed based on rates of

pay in effect at June 30, 2020.

Unearned Revenue - Unearned revenue represents dues received from members
for the next year and various grant advanced funding.

Pensions - For purposes of measuring the net pension liability, deferred
outflows of resources and deferred inflows of resources related to
pensions and pension expense, information about the fiduciary net position
of the Iowa Public Employees’ Retirement System (IPERS) and additions
to/deductions from IPERS’ fiduciary net position have been determined on
the same basis as they are reported by IPERS. For this purpose, benefit
payments, including refunds of employee contributions, are recognized when
due and payable in accordance with the benefit terms. Investments are
reported at fair value.

Deferred Inflows of Resources - Deferred inflows of resources represent an
acquisition of net position applicable to a future period(s) which will
not be recognized as an inflow of resources (revenue) until that time.
Deferred inflows of resources in the Statement of Net Position consist of
unrecognized items not yet charged to pension expense and the unamortized
portion of the net difference between projected and actual earnings on
pension plan assets.

Reserved Net Position - The Council of Government's reserved net position
represents the reserve for revolving loan funds. The Agency received
grant funds to establish revolving loan funds for housing needs.

The Regional Transit Commission's reserved net position represents the
portion of federal participation in the purchase of transit wvehicles and
related equipment. Subsequent disposition of assets purchased with
federal funds are subject to certain restrictions.
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IOWA NORTHLAND REGIONAL COUNCIL OF GOVERNMENTS
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2020

Cash and Investments

INRCOG's deposits in banks at June 30, 2020 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 ensure there will be no loss of public funds.

INRCOG 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 Board of Directors; prime eligible Dbankers
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.

INRCOG had no investments meeting the disclosure requirements of Governmental
Accounting Standards Board Statement No. 72.

Interest rate risk - 1INRCOG’s investment policy 1limits the investment of
operating funds (funds expected to be expended in the current budget year or
within 15 months of receipt) to instruments that mature within 397 days. Funds
not identified as operating funds may be invested in investments with
maturities longer than 397 days, but the maturities shall be consistent with
the needs and use of INRCOG.

Capital Assets

Capital assets activity for the year ended June 30, 2020 was as follows:

Iowa Northland

Regional Balance
Council of Beginning Balance
Governments of Year Increases Decreases End of Year
Furniture and equipment S 143,955 S 61,063 S 7,491 S 197,527
Building and improvements 1,940,688 2,927 30,957 1,912,658

Total capital assets
being depreciated $2,084,643 S 63,990 $ 38,448 $ 2,110,185

Less: accumulated depreciation for:

Iowa Northland

Regional Balance
Council of Beginning Balance
Governments of year Increases Decreases End of Year
Furniture and equipment S 91,690 S 26,822 $ 7,491 S 111,021
Building and improvements 674,027 52,438 30,957 695,508

Total accumulated
depreciation S 765,717 S 79,260 $ 38,448 S 806,529

Total capital
assets, net $1,318,926 $  (15,270) $ - 51,303,656
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JUNE 30, 2020

Capital Assets - continued

Towa Northland Balance
Regional Transit Beginning Balance
Commission of Year Increases Decreases End of Year
Furniture and equipment S 20,4600 S 7,297 S - S 27,757
Vehicles - unrestricted 271,114 18,987 10,376 279,725
Vehicles - restricted 1,206,504 - 108,184 1,098,320

Total capital assets
being depreciated $1,498,078 S 26,284 $ 118,560 $1,405,802

Less: accumulated depreciation for:

Iowa Northland Balance
Regional Transit Beginning Balance
Commission of Year Increases Decreases End of Year
Furniture and equipment S 18,151 S 1,526 S — S 19,677
Vehicles - unrestricted 165,438 37,142 10,376 192,204
Vehicles - restricted 1,001,314 67,494 108,184 960,624

Total accumulated
depreciation $1,184,903 $ 106,162 $ 118,560 $1,172,505

Total capital
assets, net $ 313,175 $ (79,878) $ - $ 233,297

Pension Plan

Plan Description - IPERS membership is mandatory for employees of the Agency,
except those covered by another retirement system. Employees of the Agency are
provided with pensions through a cost-sharing multiple employer defined benefit
pension plan administered by the Iowa Public Employees’ Retirement System
(IPERS). IPERS issues a stand-alone financial report which is available to the
public by mail at PO Box 9117, Des Moines, Iowa 50306-9117 or at www.ipers.org.

IPERS benefits are established wunder Iowa Code <chapter 97B and the
administrative rules thereunder. Chapter 97B and the administrative rules are
the official plan documents. The following brief description is provided for
general informational purposes only. Refer to the plan documents for more
information.

Pension Benefits = A Regular member may retire at normal retirement age and
receive monthly benefits without an early-retirement reduction. Normal
retirement age is age 65, any time after reaching age 62 with 20 or more years
of covered employment or when the member’s years of service plus the member’s
age at the last birthday equals or exceeds 88, whichever comes first. These
qualifications must be met on the member’s first month of entitlement to
benefits. Members cannot begin receiving retirement benefits before age 55.
The formula wused to <calculate a Regular member’s monthly IPERS benefit
includes:

e A multiplier based on years of service.

e The member’s highest five-year average salary, except members with
service Dbefore June 30, 2012 will wuse the highest three-year
average salary as of that date if it is greater than the highest
five-year average salary.

- 14 -
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Pension Plan - continued

If a member retires Dbefore normal retirement age, the member’s monthly
retirement Dbenefit will Dbe permanently reduced by an early-retirement
reduction. The early-retirement reduction 1is calculated differently for
service earned before and after July 1, 2012. For service earned before July
1, 2012, the reduction is 0.25% for each month the member receives benefits
before the member’s earliest normal retirement age. For service earned on or
after July 1, 2012, the reduction is 0.50% for each month the member receives
benefits before age 65.

Generally, once a member selects a benefit option, a monthly benefit 1is
calculated and remains the same for the rest of the member’s lifetime.
However, to combat the effects of inflation, retirees who began receiving
benefits prior to July 1990 receive a guaranteed dividend with their regular
November benefit payments.

Disability and Death Benefits - A vested member who is awarded federal Social
Security disability or Railroad Retirement disability benefits is eligible to
claim IPERS benefits regardless of age. Disability benefits are not reduced
for early retirement. If a member dies Dbefore retirement, the member’s
beneficiary will receive a lifetime annuity or a lump-sum payment equal to the
present actuarial value of the member’s accrued benefit or calculated with a
set formula, whichever is greater. When a member dies after retirement, death
benefits depend on the benefit option the member selected at retirement.

Contributions - Contribution rates are established by IPERS following the
annual actuarial valuation which applies IPERS’ Contribution Rate Funding
Policy and Actuarial Amortization Method. Statute limits the amount rates can
increase or decrease each year to 1 percentage point. IPERS Contribution Rate
Funding Policy requires the actuarial contribution rate be determined using the
“entry age normal” actuarial cost method and the actuarial assumptions and
methods approved by the IPERS Investment Board. The actuarial contribution rate
covers normal cost plus the unfunded actuarial liability payment based on a 30-
year amortization period. The payment to amortize the unfunded actuarial
liability is determined as a level percentage of payroll based on the Actuarial
Amortization Method adopted by the Investment Board.

In fiscal year 2020, pursuant to the required rate, Regular members contributed
6.29% of covered payroll and the Agency contributed 9.44% of covered payroll,
for a total rate of 15.73%.

The Agency’s contributions to IPERS for the year ended June 30, 2020 totaled
$24,392 for Regional Transit Commission and $88,441 for Council of Governments.

Net Pension Liability, Pension Expense, Deferred Outflows of Resources and
Deferred Inflows of Resources Related to Pensions - At June 30, 2020, the
Agency Regional Transit Commission (RTC) reported a liability of $207,873 for
its proportionate share of the net pension liability. The net pension liability
was measured as of June 30, 2019 and the total pension 1liability used to
calculate the net pension liability was determined by an actuarial valuation as
of that date. The RTC’s proportion of the net pension liability was based on
the Agency’s share of contributions to IPERS relative to the contributions of
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Pension Plan - continued

all IPERS participating employers. At June 30, 2019, RTC’s proportion was
0.003566%, which was an increase of 0.000509% from its proportion measured as
of June 30, 2018.

For the year ended June 30, 2020, RTC recognized pension expense of $23,154. At
June 30, 2020, RTC reported deferred outflows of resources and deferred inflows

of resources related to pensions from the following sources:

Deferred Outflows Deferred Inflows

of Resources of Resources
Differences between expected and
actual experience $ 576 S 7,474
Changes of assumptions 22,266 -
Net difference between projected and
actual earnings on IPERS
investments - 23,425
Changes in proportion and differences
between Agency contributions and the
Agency’s proportionate share
of contributions 33,068 7,657
Agency contributions subsequent to the
measurement date 24,392 -
Total $ 80,302 $ 38,556

$24,392 reported as deferred outflows of resources related to pensions
resulting from Agency Regional Transit Commission contributions subsequent to
the measurement date will be recognized as a reduction of the net pension
liability in the year ending June 30, 2021. Other amounts reported as deferred
outflows of resources and deferred inflows of resources related to pensions
will be recognized in pension expense as follows:

Year
Ended
June 30, Total

2021 $ 12,047
2022 1,643
2023 506
2024 942
2025 2,216
Total S 17,354

There were no non-employer contributing entities to IPERS.

Net Pension Liability, Pension Expense, Deferred Outflows of Resources and
Deferred Inflows of Resources Related to Pensions - At June 30, 2020, the Agency
Council of Governments (COG) reported a liability of $668,224 for its
proportionate share of the net pension liability. The net pension liability was
measured as of June 30, 2019 and the total pension liability used to calculate
the net pension liability was determined by an actuarial

- 16 -
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Pension Plan - continued

valuation as of that date. The COG’s proportion of the net pension liability
was based on the Agency’s share of contributions to IPERS relative to the
contributions of all IPERS participating employers. At June 30, 2019, the COG’s
proportion was 0.011463%, which was a decrease of 0.000898% from its proportion
measured as of June 30, 2018.

For the year ended June 30, 2020, the Council of Governments recognized pension
expense of $11,298. At June 30, 2020, the COG reported deferred outflows of
resources and deferred inflows of resources related to pensions from the
following sources:

Deferred Outflows Deferred Inflows

of Resources of Resources
Differences between expected and
actual experience S 1,853 S 24,026
Changes of assumptions 71,576 -
Net difference between projected and
actual earnings on IPERS
investments - 75,301
Changes in proportion and differences
between Agency contributions and the
Agency’s proportionate share of
contributions 32,165 43,560
Agency contributions subsequent to the
measurement date 88,441 -
Total $ 194,035 $ 142,887

$88,441 reported as deferred outflows of resources related to pensions
resulting from Agency Council of Governments contributions subsequent to the
measurement date will be recognized as a reduction of the net pension liability
in the year ending June 30, 2021. Other amounts reported as deferred outflows
of resources and deferred inflows of resources related to pensions will be
recognized in pension expense as follows:

Year
Ended
June 30, Total

2021 S 15,335
2022 (16,317)
2023 (11,617)
2024 (18,669)
2025 (6,025)
Total $  (37,293)

There were no non-employer contributing entities to IPERS.

- 17 -
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Pension Plan - continued
Actuarial Assumptions - The total pension liability in the June 30, 2019

actuarial wvaluation was determined using the following actuarial assumptions
applied to all periods included in the measurement:

Rate of inflation 2.60% per annum.
(effective June 30, 2017)

Rates of salary increase 3.25 to 16.25% average, including

(effective June 30, 2017) inflation. Rates vary by membership
group.

Long-term investment rate 7.00% compounded annually, net of

of return investment expense, including

(effective June 30, 2017) inflation.

Wage growth 3.25% per annum, based on 2.60%

(effective June 30, 2017) inflation and 0.65% real wage
inflation.

The actuarial assumptions used in the June 30, 2019 valuation were based on the
results of an actuarial experience study dated March 24, 2017 and a demographic
assumption study dated June 28, 2018.

Mortality rates used in the 2019 valuation were based on the RP-2014 Employee
and Healthy Annuitant Tables with MP-2018 generational adjustments.

The long-term expected rate of return on IPERS’ investments was determined
using a building-block method in which best-estimate ranges of expected future
real rates (expected returns, net of investment expense and inflation) are
developed for each major asset class. These ranges are combined to produce the
long-term expected rate of return by weighting the expected future real rates
of return by the target asset allocation percentage and by adding expected
inflation. The target allocation and best estimates of arithmetic real rates
of return for each major asset class are summarized in the following table:

Asset Long-Term Expected

Asset Class Allocation Real Rate of Return

Domestic equity 22.0% 5.60%

International equity 15.0 6.08

Global smart beta equity 3.0 5.82

Core plus fixed income 27.0 1.71

Public credit 3.5 3.32

Public real assets 7.0 2.81

Cash 1.0 (0.21)

Private equity 11.0 10.13

Private real assets 7.5 4.76

Private credit 3.0 3.01

Total 100.0%

Discount Rate - The discount rate used to measure the total pension liability
was 7.00%. The projection of cash flows used to determine the discount rate

assumed employee contributions will be made at the contractually required rate
and contributions from the Agency will be made at contractually required rates,
actuarially determined. Based on those assumptions, IPERS’ fiduciary net

- 18 -
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Pension Plan - continued

was projected to be available to make all projected future benefit payments to
current active and inactive employees. Therefore, the long-term expected rate
of return on IPERS’ investments was applied to all periods of projected benefit
payments to determine the total pension liability.

Sensitivity of the Agency’s Proportionate Share of the Net Pension Liability to
Changes in the Discount Rate - The following ©presents the Agency’s
proportionate share of the net pension liability calculated using the discount
rate of 7.00%, as well as what the Agency’s proportionate share of the net
pension liability would be if it were calculated using a discount rate 1% lower
(6.00%) or 1% higher (8.00%) than the current rate.

1% Discount 1%
Decrease Rate Increase
(6.00%) (7.00%) (8.00%)
Agency’s proportionate share of
the net pension liability:
Regional Transit Commission $ 369,115 $ 207,873 S 72,625
Council of Governments $1,186,551 $ 668,224 S 233,458

IPERS’ Fiduciary Net Position - Detailed information about IPERS’ fiduciary net
position is available in the separately issued IPERS financial report which is
available on IPERS’ website at www.ipers.org.

Other Post Employment Benefits (OPEB)

Plan Description - The Agency administers a single-employer benefit plan which
provides medical, prescription and dental benefits for employees, retirees and
their spouses. Group insurance benefits are established under Iowa Code Chapter
509A.13. No assets are accumulated in a trust that meets the criteria in
paragraph 4 of GASB Statement No. 75.

OPEB Benefits - Individuals who are employed by the Agency and are eligible to
participate in the group health plan are eligible to continue healthcare
benefits wupon retirement. Retirees wunder age 65 pay the same age adjusted
premium for the medical, prescription drug and dental benefits as active
employees, which results in an implicit rate subsidy and an OPEB liability.

Retired participants must be age 55 or older at retirement. At June 30, 2020,
there were 16 active employees and no retirees covered by the plan.

Net OPEB Liability - Management of the Agency considers any OPEB obligation,
which may exist, to be immaterial.

Risk Management

INRCOG 1is 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. INRCOG 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.
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Contingency

The COVID-19 outbreak is disrupting business across a range of industries in
the United States and financial markets have experienced a significant decline.
As a result, local, regional and national economics, including that of the
Agency, may be adversely impacted. The extent of the financial impact of COVID-
19 will depend on future developments, including the duration and spread, which
are uncertain and cannot be predicted. Due to the uncertainties surrounding the
outbreak, management cannot presently estimate the potential impact to the
Agency’s operations and finances.
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IOWA NORTHLAND REGIONAL COUNCIL OF GOVERNMENTS
SCHEDULE OF THE AGENCY’S PROPORTIONATE SHARE OF THE NET PENSION LIABILITY

IOWA PUBLIC EMPLOYEES’ RETIREMENT SYSTEM
FOR THE LAST SIX YEARS *
(IN THOUSANDS)
REQUIRED SUPPLEMENTARY INFORMATION

RTC
2020 2019

Agency’s proportion of the net pension

liability 0.003566% 0.003057%
Agency’s proportionate share of the net

pension liability $ 208 $ 328
Agency’s covered payroll $ 258 $ 273
Agency’s proportionate share of the net

pension liability as a percentage

of its covered payroll 80.62% 120.15%
IPERS’ net position as a

percentage of the total pension

liability 85.45% 83.62%

COG
2020 2019

Agency’s proportion of the net pension

liability 0.011463% 0.012361%
Agency’s proportionate share of the net

pension liability S 668 $1,327
Agency’s covered payroll S 937 S 878
Agency’s proportionate share of the net

pension liability as a percentage

of its covered payroll 71.29% 151.14%
IPERS’ net position as a

percentage of the total pension

liability 85.45% 83.62%

* In accordance with GASB Statement No. 68, the amounts presented for each fiscal
year were determined as of June 30 of the preceding fiscal year.

See Accompanying Independent Auditor’s Report.
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2018 2017 2016 2015

0.003280% 0.002946% 0.002825% 0.002778%
S 217 S 184 $ 140 S 112
S 225 S 243 $ 210 $ 195
96.44% 75.70% 66.60% 57.40%
82.21% 81.82% 85.19% 87.61%
2018 2017 2016 2015
0.011507% 0.011565% 0.0113245% 0.012797%
$ 760 $ 721 $ 563 $ 519
$ 929 $ 850 S 822 $ 781
81.81% 84.80% 68.40% 66.30%
82.21% 81.82% 85.19% 87.61%
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IOWA NORTHLAND REGIONAL COUNCIL OF GOVERNMENTS
SCHEDULE OF AGENCY CONTRIBUTIONS

IOWA PUBLIC EMPLOYEES’ RETIREMENT SYSTEM
FOR THE LAST SIX YEARS
(IN THOUSANDS)
REQUIRED SUPPLEMENTARY INFORMATION

RTC
2020 2019
Statutorily required contribution S 24 $ 26
Contributions in relation to the
statutorily required contribution (24) (206)
Contribution deficiency (excess) $ - $ -
Agency’s covered payroll S 258 $ 273
Contributions as a percentage of
covered payroll 9.445% 9.44%
COG
2020 2019
Statutorily required contribution S 88 $ 83
Contributions in relation to the
statutorily required contribution (88) (83)
Contribution deficiency (excess) $ - $ -
Agency’s covered payroll $ 937 S 878
Contributions as a percentage of
9.44% 9.44%

covered payroll

See Accompanying Independent Auditor’s Report.
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2018 2017 2016 2015
20 22 19 $ 17
(20) (22) (19) (17)
- - - S -
225 243 210 $ 195
8.93% 8.93% 8.93% 8.93%

2018 2017 2016 2015

83 76 73 $ 70
(83) (76) (73) (70)
- - - $ -
929 850 822 $ 781
8.93% 8.93% 8.93% 8.93%



IOWA NORTHLAND REGIONAL COUNCIL OF GOVERNMENTS
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION - PENSION LIABILITY
YEAR ENDED JUNE 30, 2020

Changes of benefit terms:

There were no significant changes in benefit terms.

Changes of assumptions:

The 2018 wvaluation implemented the following refinements as a result of a
demographic assumption study dated June 28, 2018:

e Changed mortality assumptions to the RP-2014 mortality tables with
mortality improvements modeled using Scale MP-2017.

e Adjusted retirement rates.

e TLowered disability rates.

e Adjusted the probability of a vested Regular member electing to
receive a deferred benefit.

e Adjusted the merit component of the salary increase assumption.

The 2017 wvaluation implemented the following refinements as a result of an experience
study dated March 24, 2017:

o Decreased the inflation assumption from 3.00% to 2.60%.

J Decreased the assumed rate of interest on member accounts from 3.75% to
3.50% per year.

. Decreased the discount rate from 7.50% to 7.00%.

J Decreased the wage growth assumption from 4.00% to 3.25%.

. Decreased the payroll growth assumption from 4.00% to 3.25%.

The 2014 valuation implemented the following refinements as a result of a
quadrennial experience study:

e Decreased the inflation assumption from 3.25% to 3.00%.

° Decreased the assumed rate of interest on member accounts from
4.00% to 3.75% per year.

e Adjusted male mortality rates for retirees in the Regular membership

group.

e Moved from an open 30-year amortization period to a closed 30-year
amortization period for the UAL (unfunded actuarial liability)
beginning June 30, 2014. Each year thereafter, changes in the UAL
from plan experience will be amortized on a separate closed 20-year
period.
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SCHEDULE 1

IOWA NORTHLAND REGIONAL COUNCIL OF GOVERNMENTS
SCHEDULE OF PROGRAM NET POSITION

JUNE 30, 2020

ASSETS:
Current assets:
Cash and cash equivalents
Investments (at cost)
Accounts receivable
Notes receivable
Prepaid expenses
Total current assets

Noncurrent assets:
Notes receivable

Fixed assets:
Furniture and equipment
Building and improvements
Total
Less accumulated depreciation
Net fixed assets

Total assets

DEFERRED OUTFLOWS OF RESOURCES:
Pension restated deferred outflows

LIABILITIES:
Current liabilities:
Trade accounts payable
Accrued wages and payroll taxes
Accrued benefits payable
Unearned revenue
Total current liabilities

Noncurrent liabilities:
Net pension liability
Total liabilities

DEFERRED INFLOWS OF RESOURCES:
Unavailable revenues:
Pension restated deferred inflows

NET POSITION:
Reserved (Note 2)

Unreserved

Total net position

Housing
Trust Other
Funds Programs Total
$ 100,202 $1,931,142 $2,031,344
- 220,242 220,242
- 275,793 275,793
16,457 33,602 50,059
- 615 615
S 116,659 $2,461,394 $2,578,053
S 56,000 S 201,567 S 257,567
S - $ 197,527 S 197,527
- 1,912,658 1,912,658
$ - $2,110,185 $2,110,185
- (806,529) (806,529)
S - $1,303,656 $1,303,656
$ 172,659 $3,966,617 $4,139,276
$ 2 $ 194,035 S 194,035
S - $ 56,332 $ 56,332
- 25,924 25,924
- 37,104 37,104
99,579 96,413 195,992
$ 99,579 $ 215,773 $ 315,352
$ - S 668,224 S 668,224
$ 99,579 $ 883,997 $ 983,576
$ - S 142,887 S 142,887
S 73,080 $ - S 73,080
- 3,133,768 3,133,768
$ 73,080 $3,133,768 $3,206,848

See Accompanying Independent Auditor’s Report.
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IOWA NORTHLAND REGIONAL COUNCIL OF GOVERNMENTS
SCHEDULE OF SELECTED REVENUES, EXPENSES AND CHANGES IN NET POSITION
YEAR ENDED JUNE 30, 2020

OPERATING REVENUES:
Federal funds
State funds
Local funds
Total operating revenues

OPERATING EXPENSES:
Salaries and fringe benefits
Travel
Meals
Seminars
Telephone/internet
Contracted services
Office supplies
Miscellaneous
Postage
Bad debt
Copy expense
Advertising and notices
Professional memberships
Recording fees
Administrative overhead
Administrative expense - EDA RLF
Provision for forgivable loan
Insurance
Equipment maintenance
Service agreement
Utilities
Inspections
Printing
Depreciation
Legal and accounting
Total operating expenses

Operating Income (loss)

Non-operating revenues (expenses):

Interest income

Gain (loss) on sale of fixed assets

Net non-operating revenues

Change in net position

Waterloo Waterloo Waterloo
HTF #5 HTF #6 HTF #7

$ - 3 - 8 -
47,479 124,828 4,448
11,302 28,493 -
S 58,781 $ 153,321 S 4,448
S 2,412 S 6,948 S 3,260
—_ 14 -
— 28 —_
— 22 —
56,512 143,330 -
- 1 26
32 80 27
11 - 22
824 2,373 1,113
- 525 -
S 59,791 S 153,321 S 4,448
$ (1,010) s - 3 -
S - 3 - 8 -
$ - $ - 3 -
$ (1,010) $ - 8 -

See Accompanying Independent Auditor’s Report.
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HTF HTF HTF Other

14 15 16 Programs Total
- - $ - $ 543,656 $ 543,656
61,038 189,240 6,441 - 433,474
9,000 32,749 - 1,074,604 1,156,148
70,038 221,989 $ 6,441 $1,618,260 $2,133,278
5,625 14,159 $ 3,575 $1,169,803 $1,205,782
87 - - 15,244 15,345
- - - 1,075 1,075
- - - 4,632 4,660
- 11 - 6,532 6,565
39,000 142,663 - 245,507 627,012
- - - 8,518 8,518
- - - 1,945 1,945
30 122 13 3,820 4,012
- - - 5,237 5,237
34 133 2,676 2,990
- 11 1,979 2,023
- - - 14,835 14,835
35 53 4 108 200
1,922 4,837 1,221 (11,848) 442
- - = 8,496 8,496
20,740 60,000 1,620 (6,641) 75,719
- - - 30,129 30,129
- - - 10,563 10,563
- = - 23,419 23,419
= N - 18,082 18,082
= - = 743 743
- - - 336 336
- = - 79,260 79,260
- = - 17,449 17,974
67,473 221,989 $ 6,441 $1,651,899 $2,165,362
2,565 - $ - $  (33,639) $ (32,084)
- = $ - $ 20,737 $ 20,737
- = - 75 75
- - $ - $ 20,812 $ 20,812
2,565 - $ - S (12,827) $  (11,272)
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IOWA NORTHLAND REGIONAL COUNCIL OF GOVERNMENTS
STATEMENT OF SELECTED PROJECT COSTS AND COMPUTATION OF SELECTED PROJECT GRANTS
YEAR ENDED JUNE 30, 2020

Operating Expenses:
Contractual Services
Capital Outlay
Prior Year
Project Cost
Grant Participation in Project Cost

Percentage Participation
Contract Amount

Permissible Grant (Lesser
of Contract Amount or
Percentage Participation)

Less: Grant Payments
received in current year

Less: Grant Payments
received in prior year

Grant Receivable/ (Payable)
at June 30, 2020

Section 18 Section 18
STA Oper Operating Operating
Assistance #2019-024 2020-010 19-RPA
FY2020 00-SFY20 00-FY20 RO7
$ 340,017 S 916,649 $ 373,934 -
2 - - 114,957
$ 340,617 $ 916,649 $ 373,934 114,957
100% 50% 100% 80%
$ 340,617 $§ 458,325 $ 373,932 91,964
$ 340,617 $ 358,156 $ 487,677 94,917
$ 340,617 $ 358,156 $ 373,932 91,964
(340,617) (358,1506) - (31,251)
= 2 - (60,713)
$ - $ - $ 373,932 -
(continued)
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SCHEDULE 3

TAP-R TAP-R EDA
19-MPO 20-MPO 20-RPA 0005 (868) 000S (829) FELLOW- 05-83
INRCOG INRCOG RO7 8T-00 8T-00 SHIPS 05378
$ - § 298,047 120,629 $ 27,827 $ 131,918 $ 822 s 170,630
280,086 - - 154,987 - - -
$ 280,086 $ 298,047 120,629 $ 182,814 § 131,918 S 822 S 170,630
80% 80% 80% 80% 80% 100% 50%
$ 224,067 $ 238,436 96,502 $ 146,251 $ 105,534 § 822 $ 85,315
$ 240,544 $ 252,636 96,502 $ 180,971 $ 196,574 $ 822 $ 70,000
$ 224,067 $ 238,436 96,502 $ 146,251 $ 105,534 822 s 70,000
(44,792)  (175,372) (82,983) (92, 698) (58, 632) (822) (70,000)
(179,275) - - (53,553) - - -
$ - $ 63,064 13,519 § - $ 46,902 § - 3 -
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SCHEDULE 3
(continued)

IOWA NORTHLAND REGIONAL COUNCIL OF GOVERNMENTS
STATEMENT OF SELECTED PROJECT COSTS AND COMPUTATION OF SELECTED PROJECT GRANTS
YEAR ENDED JUNE 30, 2020

Operating Expenses:
Contractual Services
Capital Outlay
Prior Year
Project Cost
Grant Participation in Project Cost

Percentage Participation
Contract Amount
Permissible Grant (Lesser

of Contract Amount or
Percentage Participation)

Less: Grant Payments
received in current year
Less: Grant Payments

received in prior year
Grant Receivable/ (Payable)
at June 30, 2020

USDA

5880NU31 Total
$ 10,922 $2,391,995
# 550,030
$ 10,922 $2,942,025

100%

$ 10,922 $2,172,687
$ 40,000 $2,359,416
$ 10,922 $2,057,203
(7,453) (1,262,776)
= (293,541)
$ 3,469 $ 500,886

See Accompanying Independent Auditor’s Report.
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IOWA NORTHLAND REGIONAL COUNCIL OF GOVERNMENTS
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED JUNE 30, 2020

SCHEDULE 4

AGENCY
CFDA PASS-THROUGH PROGRAM
GRANTOR/ PROGRAM NUMBER NUMBER EXPENDITURES
Direct:
Department of Commerce:
Economic Development Administration:
Planning Grant 11.302 05-83-05378 S 70,000
Economic Adjustment Assistance 11.307 05-79-04738 290,082
Total Direct Awards S 360,082
Indirect:
Department of Agriculture:
Iowa Department of Public Health:
Supplemental Nutrition Assistance
Program 10.561 5880NY31 S 10,922
Department of Transportation:
Iowa Department of Transportation:
Highway Planning and Construction 20.205 20-RPA-RO7 S 68,971
20.205 TAP-R-000S (868) 22,262
20.205 TAP-R-000S (856) 105,535
20.205 20-MPO-RO7 189,079
S 385,847
Metropolitan Transportation Planning 20.505 20-RPA-RO7 S 27,531
20.505 20-MPO-RO7 49,357
$ 76,888
Formula Grants for Rural Areas 20.509 2019-024-00-
070-SFY20 $ 358,156
20.509 2020-010-00-
FY20 373,934
20.509 Fellowships 822
$ 732,912

Total Indirect Awards

Total

(continued)
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SCHEDULE 4

(continued)
IOWA NORTHLAND REGIONAL COUNCIL OF GOVERNMENTS
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED JUNE 30, 2020
Computation of CFDA Number 11.307-Economic Adjustment Assistance
Grant Number
05-79-04738
Balance of RLF loans outstanding 6/30/20 $233,576
RLF cash 6/30/20 135,607
Administrative expense paid out in 2020 17,593
Principal balance written off in 2020 -
Total $386,776
Federal percentage 75%
Amount included on Schedule of -
Expenditures of Federal Awards $290,082
Basis of Presentation - The accompanying Schedule of Expenditures of Federal Awards

(Schedule) includes the federal award activity of INRCOG under programs of the federal
government for the year ended June 30, 2020. The information in this Schedule 1is
presented in accordance with the requirements of Title 2, U.S. Code of Federal
Regulations, Part 200, Uniform Administrative Requirements, Cost Principles and Audit
Requirements for Federal Awards (Uniform Guidance). Because the Schedule presents only
a selected portion of the operations of INRCOG, it is not intended to and does not
present the financial position, changes in financial position or cash flows of INRCOG.

Summary of Significant Accounting Polices - Expenditures reported in the Schedule are
reported on the accrual or modified accrual basis of accounting. Such expenditures
are recognized following the cost principles contained in the Uniform Guidance,
wherein certain types of expenditures are not allowable or are limited as to
reimbursement.

See Accompanying Independent Auditor’s Report.
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

To the Board of Directors:
Iowa Northland Regional Council of Governments:

I have audited in accordance with U.S. generally accepted auditing standards and the
standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States, the financial statements of
INRCOG, as of and for the year ended June 30, 2020, and the related Notes to
Financial Statements, which collectively comprise the Agency’s Dbasic financial
statements, and have issued my report thereon dated November , 2020.

Internal Control Over Financial Reporting

In planning and performing my audit of the financial statements, I considered
INRCOG’s internal control over financial reporting to determine the audit procedures
appropriate in the circumstances for the purpose of expressing my opinions on the
financial statements, but not for the purpose of expressing an opinion on the
effectiveness of INRCOG’s internal control. Accordingly, I do not express an opinion
on the effectiveness of INRCOG’s internal control.

My consideration of internal control was for the limited purpose described in the
preceding paragraph and was not designed to identify all deficiencies in internal
control that might be material weaknesses or significant deficiencies and, therefore,
material weaknesses or significant deficiencies may exist that have not been
identified. Given these 1limitations, during my audit I did not identify any
deficiencies in internal control I consider to be significant deficiencies. However,
as described in the accompanying Schedule of Findings, I identified a deficiency in
internal control I consider to a material weakness.

A deficiency in internal control exists when the design or operation of a control
does not allow management or employees, in the normal course of performing their
assigned functions, to prevent or detect and correct misstatements on a timely basis.
A material weakness is a deficiency, or a combination of deficiencies, in internal
control such that there 1is a reasonable possibility a material misstatement of
INRCOG’s financial statements will not be prevented or detected and corrected on a
timely basis. I consider the deficiency in internal control described in Part II of
the accompanying Schedule of Findings as item II-A-20 to be a material weakness

A significant deficiency is a deficiency, or a combination of deficiencies, in
internal control which is less severe than a material weakness, yet important enough
to merit attention by those charged with governance. No significant deficiencies were
noted.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether INRCOG’s financial statements
are free of material misstatement, I performed tests of its compliance with certain
provisions of laws, regulations, contracts and grant agreements, non-compliance 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 no instances of non-compliance or other matters
which are required to be reported under Government Auditing Standards. No instances
of non-compliance or other matters were noted.

Comments involving statutory and other legal matters about the Agency’s operations
for the year ended June 30, 2020 are based exclusively on knowledge obtained from
procedures performed during my audit of the financial statements of the Agency.
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.

INRCOG’ s Response to the Finding

INRCOG’s response to the finding identified in my audit is described in the
accompanying Schedule of Findings. INRCOG’s response was not subjected to the
auditing procedures applied in the audit of the financial statements and,
accordingly, I express no opinions on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of my testing of internal
control and compliance and the results of that testing and not to provide an opinion

on the effectiveness of the Agency’s internal control or on compliance. This report
is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the Agency’s internal control and compliance. Accordingly,

this communication is not suitable for any other purpose.

I would like to acknowledge the many courtesies and assistance extended to us by
personnel of INRCOG 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.

Charles City, Iowa
November , 2020



INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE
FOR EACH MAJOR FEDERAL PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE
REQUIRED BY THE UNIFORM GUIDANCE

To the Board of Directors
Iowa Northland Regional Council of Governments:

Report on Compliance for Each Major Federal Program

I have audited Iowa Northland Regional Council of Governement’s (INRCOG’s) compliance
with the types of compliance requirements described in U.S. Office of Management and
Budget (OMB) Compliance Supplement that could have a direct and material effect on
INRCOG’s major federal program for the year ended June 30, 2020. INRCOG’s major
federal program is identified in Part I of the accompanying Schedule of Findings.

Management’s Responsibility

Management 1is responsible for compliance with federal statutes, regulations and the
terms and conditions of its federal awards applicable to its federal program.

Auditor’s Responsibility

My responsibility is to express an opinion on compliance for INRCOG’s major federal
program based on my audit of the types of compliance requirements referred to above.
I conducted my audit of compliance in accordance with U.S. generally accepted
auditing standards, the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United
States, and the audit requirements of Title 2, U.S. Code of Federal Regulations, Part
200, Uniform Administrative Requirements, Cost Principles and Audit Requirements for
Federal Awards (Uniform Guidance). Those standards and the Uniform Guidance require
that I plan and perform the audit to obtain reasonable assurance about whether
noncompliance 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 INRCOG’s compliance with those
requirements and performing such other procedures as I considered necessary in the
circumstances.

I believe my audit provides a reasonable basis for my opinion on compliance for the
major federal program. However, my audit does not provide a legal determination of
INRCOG’s compliance.

Opinion on the Major Federal Program

In my opinion, INRCOG complied, in all material respects, with the types of
compliance requirements referred to above that could have a direct and material
effect on its major federal program for the year ended June 30, 2020.



Report on Internal Control Over Compliance

The management of INRCOG is responsible for establishing and maintaining effective
internal control over compliance with the types of compliance requirements referred
to above. In planning and performing my audit of compliance, I considered INRCOG’s
internal control over compliance with the types of requirements that could have a
direct and material effect on the major federal program to determine the auditing
procedures appropriate in the circumstances for the purpose of expressing an opinion
on compliance for the major federal program and to test and report on internal
control over compliance in accordance with the Uniform Guidance, but not for the
purpose of expressing an opinion on the effectiveness of internal control over
compliance. Accordingly, I do not express an opinion on the effectiveness of
INRCOG’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation
of a control over compliance does not allow management or employees, in the normal
course of performing their assigned functions, to prevent or detect and correct
noncompliance with a type of compliance requirement of a federal program on a timely
basis. A material weakness in internal control over compliance is a deficiency, or a
combination of deficiencies, in internal control over compliance such that there is a
reasonable possibility material noncompliance with a type of compliance requirement
of a federal program will not be prevented or detected and corrected on a timely
basis. No deficiencies in internal control over compliance I consider to be a
material weakness was noted.

My consideration of internal control over compliance was for the limited purpose
described in the first paragraph of this section and was not designed to identify all
deficiencies in internal control over compliance that might be material weaknesses or
significant deficiencies and, therefore, material weaknesses or significant
deficiencies may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe
the scope of my testing of internal control over compliance and the results of that
testing based on the requirements of the Uniform Guidance. Accordingly, this report
is not suitable for any other purpose.

Charles City, Iowa
November , 2020



IOWA NORTHLAND REGIONAL COUNCIL OF GOVERNMENTS
Schedule of Findings
Year Ended June 30, 2020

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

(a)

(b)

(1)

Unmodified opinions were issued on the financial statements.

A material weakness in internal control over financial reporting was disclosed
by the audit of the financial statements.

The audit did not disclose any non-compliance which 1is material to the
financial statements.

No material weaknesses in internal control over the major program was noted.

An unmodified opinion was issued on compliance with requirements applicable to
the major program.

The audit disclosed no audit findings which were required to be reported in
accordance with the Uniform Guidance, Section 200.516.

The major program was CFDA Number 20.509 - Formula Grants for Rural Areas.

The dollar threshold used to distinguish between Type A and Type B programs was
$750,000.

INRCOG did qualify as a low-risk auditee.

Part II: Findings Related to the Financial Statements:

INTERNAL CONTROL DEFICIENCY:

II-A-20 Countersignature of Checks

Criteria - The Board requires checks over $100 to be signed by two
authorized individuals.

Condition - I noted a check without any authorized signature.

Cause - Procedures have not been implemented to insure all checks are
signed.

Effect - This condition could result in unauthorized checks.
Recommendation - Checks should be made out and signed by one individual

and the supporting documentation should be made available with the check
to the second individual for the countersignature.

Response - We will do this.

Conclusion - Response accepted.

INSTANCES OF NON-COMPLIANCE:

No matters were noted.

Part III: Findings and Questioned Costs for Federal Awards:

INSTANCES OF NON-COMPLIANCE:

No matters were noted.
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Part III:

IOWA NORTHLAND REGIONAL COUNCIL OF GOVERNMENTS
Schedule of Findings
Year Ended June 30, 2020

Findings and Questioned Costs for Federal Awards: continued

INTERNAL CONTROL DEFICIENCY:

No matters were noted.

Part IV: Other Findings Related to Required Statutory Reporting:

IV-A-20 Questionable Expenses - No expenses I Dbelieve may not meet the
requirements of public purpose as defined in an Attorney General’s
opinion dated April 25, 1979 were noted.

IV-B-20 Travel Expense - No expenses of INRCOG money for travel expenses of
spouses of INRCOG officials or employees were noted.

IV-C-20 Business Transactions - No business transactions between INRCOG and
INRCOG officials or employees were noted.

IV-D-20 Bond Coverage - Surety bond coverage of INRCOG 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.

IV-E-20 Deposits and Investments - ©No instances of non-compliance with the
deposit and investment provisions of Chapter 12B and 12C of the Code of
Iowa and INRCOG’s investment policy were noted.

IV-F-20 Board Minutes - No transactions were found that I believe should have

been approved in the Board minutes but were not.
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