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Independent Auditor's Report

To the Board Members of the Heart of Iowa Regional Transit Agency:
Report on the Financial Statements
We have audited the accompanying financial statements of the governmental activities and the
major fund of the Heart of Iowa Regional Transit Agency as of and for the year ended June 30,
2016, and the related Notes to Financial Statements, which collectively comprise the Agency’s
financial statements listed in the table of contents.
Management’s Responsibility for the Financial Statements
Management is 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
Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our 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 we 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, we 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.
We believe the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.
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Opinions
In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities and the major fund of the Heart of
Iowa Regional Transit Agency as of June 30, 2016, and the respective changes in its financial
position for the year then ended in accordance with U.S. generally accepted accounting principles.
Other Matters
Required Supplementary Information
U.S. generally accepted accounting principles require Management’s Discussion and Analysis and
the Budgetary Comparison Information on pages 9 through 12 and 30 through 36 be presented to
supplement the financial statements. Such information, although not a part of the financial
statements, is required by the Governmental Accounting Standards Board which considers it to be
an essential part of financial reporting for placing the financial statements in an appropriate
operational, economic or historical context. We have applied certain limited procedures to the
required supplementary information in accordance with U.S. generally accepted auditing
standards, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our
inquiries, the financial statements and other knowledge we obtained during our audit of the
financial statements. We do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to express an opinion or
provide any assurance.
Supplementary Information
Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Heart of Iowa Regional Transit Agency’s financial statements. The
supplementary information included in Schedule 1, the Schedule of Expenditures of Federal
Awards required by U.S. Office of Management and budget Title 2, U.S. Code of Federal
Regulations, Part 200, Uniform Administrative Requirements, Cost Principles and Audit
Requirements for Federal Awards (Uniform Guidance), is presented for purposes of additional
analysis and is not a required part of the financial statements.
The supplementary information is the responsibility of management and was derived from and
relates directly to the underlying accounting and other records used to prepare the financial
statements. Such information has been subjected to the auditing procedures applied in the audit
of the financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to
prepare the financial statements or to the financial statements themselves, and other additional
procedures in accordance with U.S. generally accepted auditing standards. In our opinion, the
supplementary information is fairly stated in all material respects in relation to the financial
statements taken as a whole.
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Other Reporting Required by Government Auditing Standards
In accordance with Government Auditing Standards, we have also issued our report dated
March 3, 2017 on our consideration of the Heart of Iowa Regional Transit Agency’s internal
control over financial reporting and on our tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and
the results of that testing and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards in considering the Heart of Iowa Regional Transit Agency’s
internal control over financial reporting and compliance.

MARY MOSIMAN, CPA
Auditor of State
March 3, 2017

7

Heart of Iowa Regional Transit Agency

8

MANAGEMENT’S DISCUSSION AND ANALYSIS
This discussion and analysis of the Heart of Iowa Regional Transit Agency (Agency) provides an
overview of the Agency’s financial activities for the fiscal year ended June 30, 2016 and is
provided for consideration in conjunction with the Agency’s financial statements, which follow.
2016 FINANCIAL HIGHLIGHTS


The Agency received approximately $1,999,000 during the fiscal year from a
combination of federal and state grants, an increase of 5.3%, or approximately
$100,000, compared to the previous fiscal year. The increase is due primarily to
receiving additional federal funding for Warren County in fiscal year 2016.



Expenses decreased 10.1%, or approximately $617,000, from the prior fiscal year due
to a decrease in equipment, vehicle maintenance and local matching services.



The Agency’s net position at June 30, 2016 increased 3.1%, or approximately
$69,000, from June 30, 2015 to June 30, 2016.

USING THIS ANNUAL REPORT
The annual report consists of a series of financial statements and other information, as follows:
Management’s Discussion and Analysis introduces the financial statements and
provides an analytical overview of the Agency’s financial activities.
The Entity-wide Financial Statements consist of a Statement of Net Position and a
Statement of Activities. These provide information about the activities of the Agency
as a whole and present an overall view of the Agency’s finances.
The Fund Financial Statements tell how governmental services were financed in the
short term as well as what remains for future spending.
Notes to Financial Statements provide additional information essential to a full
understanding of the data provided in the entity-wide financial statements.
Required Supplementary Information further explains and supports the financial
statements with a comparison of the Agency’s budget for the year, the Agency’s
proportionate share of the net pension liability and related contributions.
Supplementary Information includes the Schedule of Expenditures of Federal Awards,
which provides details of various federal programs benefiting the Agency.
REPORTING THE AGENCY’S FINANCIAL ACTIVITIES
Entity–wide Financial Statements
One of the most important questions asked about the Agency’s finances is, “Is the Agency as a
whole better off or worse off as a result of the year’s activities?” The Statement of Net Position and
the Statement of Activities report information about the Agency as a whole and about its activities
in a way that helps answer this question. These statements include all assets, deferred outflows
of resources, liabilities and deferred inflows of resources 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.
9

The Statement of Net Position presents financial information on all of the Agency’s assets, deferred
outflows of resources, liabilities and deferred inflows of resources with the difference reported as
net position. Over time, increases or decreases in the Agency’s net position may serve as a useful
indicator of whether the financial position of the Agency is improving or deteriorating.
The Statement of Activities presents information showing how the Agency’s net position changed
during the most recent fiscal year. All changes in net position are reported as soon as the event
or change occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are
reported in this statement for some items that will not result in cash flows until future fiscal
years.
The Agency’s governmental activities are presented in the Statement of Net Position and the
Statement of Activities. Governmental activities include state transit assistance, federal transit
assistance and other.
ENTITY-WIDE FINANCIAL ANALYSIS
As noted earlier, net position may serve over time as a useful indicator of financial position. The
analysis that follows focuses on the net position of governmental activities.
Net Position of Governmental Activities
June 30,
2016
Current and other assets

2015

$ 1,418,509

1,321,712

1,663,902

1,759,822

3,082,411

3,081,534

Deferred outflows of resources

429,745

328,563

Current liabilities

134,401

232,090

Noncurrent liabilities

972,305

668,078

1,106,706

900,168

80,921

254,786

1,663,902

1,759,822

660,627

495,321

2,324,529

2,255,143

Capital assets
Total assets

Total liabilities
Deferred inflows of resources
Net position:
Net investment in capital assets
Unrestricted
Total net position

$

The net position of the Agency increased 3.1% (from $2,255,143 to $2,324,529) during the year.
This increase is primarily due to less local matching services expenses.

10

Change in Ne t Position of Gove rnme ntal Activitie s
Ye ar e nde d June 30,
2016

2015

Program re ve nue s:
Fe de ral source s

$ 1,281,303

1,250,705

State source s

717,791

648,162

Local source s

2,237,047

3,581,128

Misce llane ous

1,282,602

729,162

5,518,743

6,209,157

Total re ve nue s
Program e xpe nse s:
Financial assistance to local transit
subcontractors

549,557

561,626

1,370,239

2,068,344

Salarie s and be ne fits

1,826,024

1,669,066

Profe ssional se rvice s

53,086

53,832

Te le phone

43,173

37,268

285,016

154,206

Office supplie s

14,597

19,439

Trave l and me e tings

17,991

11,939

Equipme nt

23,794

60,273

853,697

943,064

Adve rtising

6,357

12,609

Due s

5,700

5,943

69,221

141,261

361,649

358,246

Local matching se rvice s
Administration:

Re nt and insurance

Ve hicle mainte nance

Misce llane ous
De pre ciation

5,480,101

6,097,116

Exce ss (de ficie ncy) of re ve nue s ove r (unde r) e xpe nse s

Total e xpe nse s

38,642

112,041

Othe r financing source s, ne t

30,744

27,518

Change in ne t position

69,386

139,559

2,255,143

2,115,584

$ 2,324,529

2,255,143

Ne t position be ginning of year
Ne t position e nd of year

In fiscal year 2016, the Agency’s total revenues decreased $690,414, or 11.1%, from fiscal year
2015. The decrease was primarily the result of receiving less local match revenues.
BUDGETARY HIGHLIGHTS
As shown in the Budgetary Comparison Schedule, actual revenues exceeded budgeted revenues
by $324,742 and actual expenditures were more than budgeted expenditures by $21,303. The
result was primarily due to receiving more miscellaneous revenue and less revenues from local
sources than budgeted. The Agency’s actual expenditures exceeded budgeted expenditures at
June 30, 2016.
CAPITAL ASSETS AND DEBT
Capital Assets
At June 30, 2016, the Agency had $1,663,902 invested in vehicles and equipment, net of
accumulated depreciation. More detailed information about the Agency’s capital assets is
presented in Note 3 to the financial statements.
11

Long-Term Debt
At June 30, 2016, the Agency had no long-term debt outstanding.
NEXT YEAR’S BUDGET
Budgeted revenues and expenditures decreased 4.6% and 6.9%, respectively, for fiscal year 2017
from the actual fiscal year 2016 revenues and expenses.
CONTACTING THE AGENCY’S FINANCIAL MANAGEMENT
This financial report is designed to provide our local governments, local transit subcontractors
and the citizens of Iowa with a general overview of the Agency’s finances to demonstrate the
Agency’s accountability for the money it receives. If you have questions about this report or need
additional financial information, contact the Heart of Iowa Regional Transit Agency at 2824 104th
Street, Urbandale, Iowa 50322.
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Exhibit A
Heart of Iowa Regional Transit Agency
Governmental Fund Balance Sheet/Statement of Net Position
June 30, 2016

Ge ne ral

State me nt of

Fund

Adjustme nts

Ne t Position

Assets
Cash and inve stme nts

$

Accounts re ce ivable
Pre paid e xpe nditure s/e xpe nse s

600,270

-

600,270

796,065

-

796,065

22,174

-

22,174

-

1,663,902

1,663,902

1,418,509

1,663,902

3,082,411

-

429,745

429,745

110,840

-

110,840

-

23,561

23,561

110,840

23,561

134,401

-

972,305

972,305

110,840

995,866

1,106,706

Capital asse ts, ne t of accumulate d
de pre ciation of $3,219,707
Total asse ts
Deferred Outflows of Resources
Pe nsion re late d de fe rre d outflows of re source s
Total asse ts and de fe rre d outflows of re source s

$ 1,418,509

Liabilities
Curre nt liabilitie s:
Accounts payable

$

Compe nsate d abse nce s
Total curre nt liabilitie s
Non-curre nt liabilitie s:
Ne t pe nsion liability
Total liabilitie s
Deferred Inflows of Resources
Unavailable re ve nue

7,829

Pe nsion re late d de fe rre d inflows of re source s
Total de fe rre d inflows of re source s

(7,829)

-

-

80,921

80,921

7,829

73,092

80,921

Fund balance/Net position
Unassigne d fund balance

1,299,840

Total liabilitie s, de fe rre d inflows of re source s and
fund balance

(1,299,840)

-

$ 1,418,509

Ne t position:
Ne t inve stme nt in capital asse ts
Unre stricte d
Total ne t position

See notes to financial statements.
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1,663,902

1,663,902

660,627

660,627

$ 2,324,529

2,324,529

Heart of Iowa Regional Transit Agency

16

Exhibit B
Heart of Iowa Regional Transit Agency
Statement of Governmental Fund Revenues,
Expenditures and Changes in Fund Balance/Statement of Activities
Year ended June 30, 2016

Ge ne ral
Fund

State me nt of
Adjustme nts

Activitie s

Revenues
Program re ve nue s:
Fe de ral source s

$ 1,281,303

-

State source s

717,791

-

717,791

Local source s

2,237,047

-

2,237,047

Misce llane ous

1,288,229

(5,627)

1,282,602

5,524,370

(5,627)

5,518,743

Total re ve nue s

1,281,303

Expenditures/Expenses
Financial assistance to local transit
subcontractors

514,964

34,593

549,557

1,370,239

-

1,370,239

Salarie s and be ne fits

1,789,178

36,846

1,826,024

Profe ssional se rvice s

53,086

-

53,086

Te le phone

43,173

-

43,173

285,016

-

285,016

Office supplie s

14,597

-

14,597

Trave l and me e tings

17,991

-

17,991

Equipme nt

324,116

(300,322)

23,794

Ve hicle mainte nance

853,697

-

853,697

Adve rtising

6,357

-

6,357

Due s

5,700

-

5,700

69,221

-

69,221

-

361,649

361,649

5,347,335

132,766

5,480,101

Local matching se rvice s
Administration:

Re nt and insurance

Misce llane ous
De pre ciation
Total e xpe nditure s/e xpe nse s
Exce ss (de ficie ncy) of re ve nue s ove r (unde r)
e xpe nditure s/e xpe nse s

177,035

(138,393)

38,642

30,744

-

30,744

207,779

(207,779)

Othe r financing source s:
Insurance re imburse me nt
Exce ss (de ficie ncy) of re ve nue s and othe r
financing source s ove r (unde r)
e xpe nditure s/e xpe nse s
Change in ne t position
Fund balance /ne t position be ginning of ye ar
Fund balance /ne t position e nd of ye ar

See notes to financial statements.
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-

-

69,386

69,386

1,092,061

1,163,082

2,255,143

$ 1,299,840

1,024,689

2,324,529
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Heart of Iowa Regional Transit Agency
Notes to Financial Statements
June 30, 2016
(1)

Summary of Significant Accounting Policies
The Heart of Iowa Regional Transit Agency (HIRTA) is an intergovernmental agency
established in accordance with the provisions of Chapter 28E of the Code of Iowa. The
area of jurisdiction is Region 11, which includes Boone, Dallas, Jasper, Madison, Marion,
Story and Warren Counties. The Agency's powers and duties are those authorized by
Chapter 28E of the Code of Iowa.
The purpose of the Agency is to permit the local governments in the Central Iowa area to
make efficient use of their transit operation powers by enabling them to provide joint
services and facilities. It also provides planning advisory services and assistance in
preparing special planning documents and applications for its members. In performing its
duties, the Agency may contract with and expend funds from federal, state and local
agencies, public or semi-public agencies or private individuals or corporations as long as
the expenditures are for authorized purposes.
The financial statements of the Heart of Iowa Regional Transit Agency have been prepared
in conformity with U.S. generally accepted accounting principles as prescribed by the
Governmental Accounting Standards Board. The more significant of the Heart of Iowa
Regional Transit Agency’s accounting policies are described below.
A.

Reporting Entity
For financial reporting purposes, the Heart of Iowa Regional Transit Agency has
included all funds. The Agency 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 Agency are such that
exclusion would cause the Agency’s financial statements to be misleading or
incomplete. The Governmental Accounting Standards Board has set forth criteria
to be considered in determining financial accountability. These criteria include
appointing a voting majority of an organization’s governing body and (1) the
ability of the Agency 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 Agency. The Agency has no component units which meet the
Governmental Accounting Standards Board criteria.

B.

Entity-wide and Fund Financial Statements
The financial statements on pages 15 and 17 combine both an entity-wide
perspective and a governmental fund perspective.
The General Fund comprises the Heart of Iowa Regional Transit Agency’s
governmental fund. This fund is the general operating fund of the Agency and the
difference between assets, liabilities and deferred inflows of resources of the fund
is referred to as “fund balance.”
The entity-wide financial statements (i.e., the Statement of Net Position and the
Statement of Activities) report information on all of the activities of the Agency.
Governmental activities are those which normally are supported by
intergovernmental revenues.
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The Statement of Net Position presents the Agency’s nonfiduciary assets, deferred
outflows of resources, liabilities and deferred inflows of resources with the
difference reported as net position. Net position is reported in the following
categories:
Net investment in capital assets consists of capital assets, net of
accumulated depreciation.
Unrestricted net position consists of net position not meeting the definition
of the preceding category. Unrestricted net position often has constraints
on resources imposed by management which can be removed or modified.
C.

Measurement Focus and Basis of Accounting
The entity-wide financial statements are reported using 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.
Governmental fund financial statements are reported using the current financial
resources measurement focus and the modified accrual basis of accounting.
Revenues are recognized as soon as they are both measurable and available.
Revenues are considered to be available when they are collectible within the
current year or soon enough thereafter to pay liabilities of the current year. For
this purpose, the Agency considers revenues to be available if they are collected
within 60 days after year end. Expenditures generally are recorded when a
liability is incurred, as under accrual accounting.
However, debt service
expenditures, as well as expenditures related to claims and judgments, are
recorded only when payment is due.
When an expenditure is incurred in the governmental fund which can be paid
using either restricted or unrestricted resources, the Agency’s policy is to pay the
expenditure from restricted fund balance and then from the less-restrictive
unassigned fund balance.

D.

Budget
The Executive Director of the Agency prepares an annual budget for the Agency’s
general operations. This budget is approved and monitored by the Board.

E.

Capital Assets
Capital assets, which include equipment and vehicles, are reported in the
Statement of Net Position column in Exhibit A. Capital assets are recorded at
historical cost if purchased or constructed. Donated capital assets are recorded
at estimated fair market value at the date of donation. The costs of normal
maintenance and repair that do not add to the value of the asset or materially
extend asset lives are not capitalized. Reportable capital assts are defined by the
Agency as assets with initial, individual costs in excess of the following thresholds
and estimated useful lives in excess of two years.
Asset Class

Amount

Equipment and vehicles

$5,000
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Capital assets of the Agency are depreciated using the straight line method over
the following estimated useful lives:
Estimated
Useful Lives
(In Years)

Asset Class
Equipment
Vehicles
F.

5
5-10

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

G.

Compensated Absences
Agency employees accumulate a limited amount of earned but unused vacation
hours for subsequent use or for payment upon termination, death or retirement.
A liability is recorded in the Statement of Net Position column in Exhibit A. This
liability has been computed based on rates of pay in effect at June 30, 2016.

H.

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.

I.

Deferred Inflows of Resources
Deferred inflows of resources represents an acquisition of net position applicable
to a future year(s) which will not be recognized as an inflow of resources (revenue)
until that time.
Although certain revenues are measurable, they are not
available. Available means collected within the current year or expected to be
collected soon enough thereafter to be used to pay liabilities of the current year.
Deferred inflows of resources in the governmental fund financial statements
represent the amount of assets that have been recognized, but the related
revenue has not been recognized since the assets are not collected within the
current year or expected to be collected soon enough thereafter to be used to pay
liabilities of the current year. Deferred inflows of resources consist of passenger
fees not collected within sixty days after year end. Deferred inflows of resources
in the Statement of Net Position consist of the unamortized portion of the net
difference between projected and actual earnings on pension plan investments.

J.

Fund Balance
In the governmental fund financial statements, fund balances are classified as
unassigned as there are no constraints placed on the use of resources.
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(2)

Cash and Investments
The Agency's deposits in banks at June 30, 2016 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.
The Agency 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 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 Agency had no investments meeting the disclosure requirements of Governmental
Accounting Standards Board Statement No. 72.

(3)

Capital Assets
Capital assets activity for the year ended June 30, 2016 was as follows:
Balance
Beginning
of Year

Balance
Increases

Decreases

End of Year

$ 4,695,181

300,322

(118,021)

4,877,482

6,127

-

-

6,127

4,701,308

300,322

(118,021)

4,883,609

2,936,278

361,649

(83,428)

3,214,499

5,208

-

-

5,208

2,941,486

361,649

(83,428)

3,219,707

(34,593)

1,663,902

Capital assets being depreciated:
Vehicles
Equipment
Total
Less accumulated depreciation for:
Vehicles
Equipment
Total
Capital assets, net

(4)

$ 1,759,822

(61,327)

Pension Plan
Plan Description - IPERS membership is mandatory for employees of the Agency, except
for 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 7401 Register
Drive, PO Box 9117, Des Moines, Iowa 50306-9117 or at www.ipers.org.
IPERS benefits are established under 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.
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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,
anytime 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 used to calculate a Regular member’s monthly IPERS benefit includes:



A multiplier based on years of service.
The member’s highest five-year average salary except members with service
before June 30, 2012, will use the highest three-year average salary as of that
date if it is greater than the highest five-year average salary.

If a member retires before normal retirement age, the member’s monthly retirement
benefit will be permanently reduced by an early-retirement reduction. The earlyretirement reduction is 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 is 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 before retirement, the member’s beneficiary will receive a lifetime annuity or a lumpsum 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. State 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 2016, pursuant to the required rate, Regular members contributed 5.95% of
covered payroll and the Agency contributed 8.93% of covered payroll, for a total rate of
14.88%.
The Agency’s contributions to IPERS for the year ended June 30, 2016 totaled $125,405.
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Net Pension Liability, Pension Expense, Deferred Outflows of Resources and Deferred
Inflows of Resources Related to Pensions – At June 30, 2016, the Agency reported a
liability of $972,305 for its proportionate share of the net pension liability. The net
pension liability was measured as of June 30, 2015 and the total pension liability used to
calculate the net pension liability was determined by an actuarial valuation as of that
date. The Agency’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, 2015, the Agency’s proportion was 0.196804%, which was an
increase of 0.0028354% from its proportion measured as of June 30, 2014.
For the year ended June 30, 2016, the Agency recognized pension expense of $154,585.
At June 30, 2016, the Agency reported deferred outflows of resources and deferred
inflows of resources related to pensions from the following sources:
De fe rre d Outflows

De fe rre d Inflows

of Re source s

of Re source s

Diffe re nce s be twe e n e xpe cte d and
actual e xpe rie nce

$

Changes of assumptions

14,690

-

26,770

-

-

80,921

262,880

-

125,405

-

429,745

80,921

Ne t diffe re nce be twe e n proje cte d and actual
e arnings on IPERS' inve stme nts
Changes in proportion and diffe re nce s be twe e n
Agency contributions and the Agency's proportionate
share of contributions
Agency contributions subse que nt to the
me asure me nt date
Total

$

$125,405 reported as deferred outflows of resources related to pensions resulting from
Agency contributions subsequent to the measurement date will be recognized as a
reduction of the net pension liability in the year ending June 30, 2017. Other amounts
reported as deferred outflows of resources and deferred inflows of resources related to
pensions will be recognized in pension expense as follows:
Ye ar e nding
June 30,

Amount

2017

$ 43,803

2018

43,803

2019

43,803

2020

83,407

2021

8,603

Total

$ 223,419

There were no non-employer contributing entities to IPERS.

24

Actuarial Assumptions – The total pension liability in the June 30, 2015 actuarial
valuation was determined using the following actuarial assumptions, applied to all
periods included in the measurement:
Rate of inflation
(effective June 30, 2014)
Rate s of salary increase
(effective June 30, 2010)
Long-te rm investment rate of return
(effective June 30, 1996)
Wage growth

3.00% per annum.
4.00 to 17.00% average, including inflation.
Rate s vary by membership group.
7.50% compounded annually, net of investment
expense, including inflation.
4.00% per annum, based on 3.00% inflation

(effective June 30, 1990)

and 1.00% real wage inflation.

The actuarial assumptions used in the June 30, 2015 valuation were based on the
results of actuarial experience studies with dates corresponding to those listed above.
Mortality rates were based on the RP-2000 Mortality Table for Males or Females, as
appropriate, with adjustments for mortality improvements based on Scale AA.
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:

Asse t Class

Asse t

Long-Te rm Expe cte d

Allocation

Re al Rate of Re turn

Core plus fixe d income

28%

2.04%

Dome stic e quity

24

6.29

Inte rnational e quity

16

6.75

Private e quity/de bt

11

11.32

Re al e state

8

3.48

Cre dit opportunitie s

5

3.63

U.S. TIPS

5

1.91

Othe r re al asse ts

2

6.24

Cash

1

(0.71)

Total

100%

Discount Rate – The discount rate used to measure the total pension liability was 7.50%.
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’s fiduciary net position 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.
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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 7.50%, 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 (6.50%) or 1% higher (8.50%) than the current rate.
1%

Discount

1%

Decrease

Rate

Increase

(6.50%)

(7.50%)

(8.50%)

Agency's proportionate share of
the net pension liability

$ 1,702,332

972,305

356,111

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.
Payable to IPERS – All legally required Agency contributions and legally required
employee contributions which had been withheld from employee wages were remitted by
the Agency to IPERS by June 30, 2016.
(5)

Long-Term Liabilities
A summary of changes in long-term liabilities for the year ended June 30, 2016 is as
follows:

Balance beginning of year

Compensate d

Net Pension

Absences

Liability

$

Increases
Decreases
Balance end of year

(6)

Total

15,895

668,078

15,895

7,666

304,227

7,666

-

-

-

23,561

972,305

23,561

Operating Leases
The Agency has entered into agreements to lease office facilities. These leases are
classified as operating leases and, accordingly all rents are charged to expenses as
incurred. The leases expire on June 30, 2017 and July 31, 2020. Certain leases are
renewable for additional periods. The leases also require the payment of normal
maintenance and insurance on the properties.
A schedule of future minimum rental payments required under operating leases which
have initial or remaining non-cancelable lease terms in excess of one year as of June 30,
2016 is as follows:
Ye ar e nding

Urbandale

Ame s

Office

Office

Total

29,631

24,150

53,781

2018

29,631

-

29,631

2019

29,631

-

29,631

88,893

24,150

113,043

June 30,
2017

Total

$

$

Total rent expense for the year ended June 30, 2016 for all operating leases was $67,695.
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(7)

Contributed Support and Matching Services
Contributed support and matching services of $1,370,239 were donated to the Agency by
local transit subcontractors during the year ended June 30, 2016. These amounts are
included in revenues from local sources and local matching services expenditures in the
accompanying financial statements.

(8)

Risk Management
The Agency is exposed to various risks of loss related to torts; theft; damage to and
destruction of assets; errors and omissions; injuries to employees; and natural disasters.
These risks are covered by the purchase of commercial insurance. The Agency 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.

(9)

Explanation of the Differences between the Governmental Fund Balance Sheet and
the Statement of Net Position
Total fund balance - Ge ne ral Fund

$ 1,299,840

Capital asse ts use d in gove rnme ntal activitie s are not curre nt financial
re source s and, the re fore , are not re porte d in the gove rnme ntal fund.
The cost of asse ts is $4,883,609 and the accumulate d de pre ciation is
$3,219,707.

1,663,902

Othe r long-te rm asse ts are not available to pay curre nt year e xpe nditure
and, the re fore , are re cognize d as de fe rre d inflows of re source s in the
gove rnme ntal funds.

7,829

Pe nsion re late d de fe rre d outflows of re source s and de fe rre d inflows of
re source s are not due and payable in the curre nt year and, the re fore , are
not re porte d in the gove rnme ntal fund, as follows:
De fe rre d outflows of re source s
De fe rre d inflows of re source s

$

429,745
(80,921)

348,824

23,561
972,305

(995,866)

Ce rtain liabilitie s applicable to the Agency's gove rnme ntal activitie s are
not due and payable in the curre nt year and, the re fore , are not re porte d
as gove rnme ntal fund liabilitie s, as follows:
Compe nsate d abse nce s
Ne t pe nsion liability
Ne t position of gove rnme ntal activitie s

$ 2,324,529
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(10) Explanation of the Differences between the Statement of Governmental Fund
Revenues, Expenditures and Changes in Fund Balance and the Statement of
Activities
Change in fund balance - Ge ne ral Fund

$

207,779

The gove rnme ntal fund re ports capital outlays as e xpe nditure s while
gove rnme ntal activitie s re port de pre ciation e xpe nse to allocate those
e xpe nditure s ove r the life of the asse ts. De pre ciation e xpe nse e xce e de d
capital outlay e xpe nditure s in the curre nt year, as follows:
Expe nditure s for capital asse ts

$

De pre ciation e xpe nse

300,322
(361,649)

(61,327)

Be cause some re ve nue s will not be colle cte d for se ve ral months afte r the
Agency's year e nd, the y are not conside re d available re ve nue s and are
re cognize d as de fe rre d inflows of re source s in the gove rnme ntal funds.

(5,627)

In the State me nt of Activitie s, the loss on the disposition of capital asse ts
is re porte d, whe re as the gove rnme ntal funds re port the proce e ds from the
disposition as an incre ase in financial re source s.

(34,593)

The curre nt year Agency share of IPERS contributions are re porte d as
e xpe nditure s in the gove rnme ntal funds, but are re porte d as de fe rre d
outflows of re source s in the State me nt of Ne t Position.

125,405

Ce rtain e xpe nditure s re porte d in the State me nt of Activitie s do not
re quire the use of curre nt financial re source s and, the re fore , are not
re porte d as e xpe nditure s in the gove rnme ntal fund, as follows:
Compe nsate d abse nce s

(7,666)

Pe nsion e xpe nse

(154,585)

Change in ne t position of gove rnme ntal activitie s

(162,251)
$

69,386

(11) New Accounting Pronouncement
The Heart of Iowa Regional Transit Agency adopted fair value guidance as set forth in
Governmental Accounting Standards Board Statement No. 72, Fair Value Measurement
and Application. The Statement sets forth guidance for determining and disclosing the
fair value of assets and liabilities reported in the financial statements. Adoption of the
guidance did not have a significant impact on amounts reported or disclosed in the
financial statements.
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Heart of Iowa Regional Transit Agency
Budgetary Comparison Schedule of Revenues, Expenditures and Changes
in Fund Balance – Budget and Actual – General Fund
Other Information
Year ended June 30, 2016

Le ss
Funds Not
Re quire d to
Actual

be Budge te d

Ne t

Re ve nue s:
Fe de ral source s

$ 1,281,303

-

1,281,303

State source s

717,791

-

717,791

Local source s

2,237,047

1,370,239

866,808

Misce llane ous

1,288,229

-

1,288,229

5,524,370

1,370,239

4,154,131

514,964

-

514,964

1,370,239

1,370,239

-

Salarie s and be ne fits

1,789,178

-

1,789,178

Profe ssional se rvice s

53,086

-

53,086

Te le phone

43,173

-

43,173

285,016

-

285,016

Office supplie s

14,597

-

14,597

Trave l and me e tings

17,991

-

17,991

Equipme nt

324,116

-

324,116

Ve hicle mainte nance

853,697

-

853,697

Adve rtising

6,357

-

6,357

Due s

5,700

-

5,700

69,221

-

69,221

5,347,335

1,370,239

3,977,096

177,035

-

177,035

30,744

-

30,744

207,779

-

207,779

1,092,061

-

1,092,061

$ 1,299,840

-

1,299,840

Total re ve nue s
Expe nditure s:
Financial assistance to local
transit subcontractors
Local matching se rvice s
Administration:

Re nt and insurance

Misce llane ous
Total e xpe nditure s
Exce ss (de ficie ncy) of re ve nue s
ove r (unde r) e xpe nditure s
Othe r financing source s
Exce ss (de ficie ncy) of re ve nue s
and othe r financing source s
ove r (unde r) e xpe nditure s
Fund balance be ginning of ye ar
Fund balance e nd of ye ar

See accompanying independent auditor’s report.
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Budge te d

Favorable

Amounts

(Unfavorable )

Original/Final

Variance

1,222,890
681,027
1,341,725

58,413
36,764
(474,917)

583,747

704,482

3,829,389

324,742

528,064

13,100

-

-

1,836,796

47,618

80,890

27,804

35,400

(7,773)

178,493

(106,523)

17,500

2,903

10,000

(7,991)

325,168

1,052

865,372

11,675

13,800

7,443

6,495

795

57,815

(11,406)

3,955,793

(21,303)

(126,404)
-

303,439
30,744

(126,404)

334,183

751,827

340,234

625,423

674,417
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Heart of Iowa Regional Transit Agency
Notes to Other Information – Budgetary Reporting
June 30, 2016

The Executive Director of the Heart of Iowa Regional Transit Agency prepares an annual budget
for the Agency’s general operations. This budget is approved and monitored by the Board.
Budgetary control is based on total expenditures.
There were no budget amendments during the year ended June 30, 2016.
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Heart of Iowa Regional Transit Agency
Schedule of the Agency’s Proportionate Share of the Net Pension Liability
Iowa Public Employees’ Retirement System
For the Last Two Years*
(In Thousands)
Required Supplementary Information

2016

2015

.0196804%

0.016845%

Agency's proportion of the ne t
pe nsion liability
Agency's proportionate share of the ne t
pe nsion liability
Agency's cove re d-e mployee payroll

$

972

668

$

1,368

1,115

71.05%

59.91%

85.19%

87.61%

Agency's proportionate share of the ne t
pe nsion liability as a pe rce ntage
of its cove re d-e mployee payroll
IPERS' ne t position as a
pe rce ntage of the total
pe nsion liability
*

In accordance with GASB State me nt No. 68, the amounts pre se nte d for e ach fiscal
year we re de te rmine d as of June 30 of the pre ce ding fiscal year.

See accompanying independent auditor’s report.
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Heart of Iowa Regional Transit Agency
Schedule of Agency Contributions
Iowa Public Employees’ Retirement System
For the Last Eight Years
(In Thousands)
Required Supplementary Information

Statutorily re quire d contribution

2016

2015

127

122

98

77

(127)

(122)

(98)

(77)

$

2014

2013

Contributions in re lation to the
statutorily re quire d contribution
Contribution de ficie ncy (e xce ss)

$

-

-

-

-

Agency's cove re d-e mployee payroll

$

1,423

1,368

1,115

883

8.93%

8.93%

8.93%

Contributions as a pe rce ntage of
cove re d-e mployee payroll

8.67%

See accompanying independent auditor’s report.
GASB Statement No. 68 requires ten years of information be presented in this table. However,
until a full 10-year trend is compiled, the Agency will present information for those years for
which information is available.
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2012

2011

2010

2009

19

7

5

5

(19)

(7)

(5)

(5)

-

-

-

-

237

103

78

77

8.07%

6.95%

6.65%

6.35%
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Heart of Iowa Regional Transit Agency
Notes to Other Information – Pension Liability
Year ended June 30, 2016
Changes of benefit terms:
Legislation passed in 2010 modified benefit terms for Regular members. The definition of final
average salary changed from the highest three to the highest five years of covered wages. The
vesting requirement changed from four years of service to seven years. The early retirement
reduction increased from 3% per year measured from the member’s first unreduced retirement
age to a 6% reduction for each year of retirement before age 65.
Legislative action in 2008 transferred four groups – emergency medical service providers, county
jailers, county attorney investigators, and National Guard installation security officers – from
Regular membership to the protection occupation group for future service only.
Changes of assumptions:
The 2014 valuation implemented the following refinements as a result of a quadrennial
experience study:






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.
Adjusted male mortality rates for retirees in the Regular membership group.
Reduced retirement rates for sheriffs and deputies between the ages of 55 and 64.
Moved from an open 30-year amortization period to a closed 30-year amortization
period for the UAL beginning June 30, 2014. Each year thereafter, changes in the
UAL from plan experience will be amortized on a separate closed 20-year period.

The 2010 valuation implemented the following refinements as a result of a quadrennial
experience study:







Adjusted retiree mortality assumptions.
Modified retirement rates to reflect fewer retirements.
Lowered disability rates at most ages.
Lowered employment termination rates.
Generally increased the probability of terminating members receiving a deferred
retirement benefit.
Modified salary increase assumptions based on various service duration.

The 2007 valuation adjusted the application of the entry age normal cost method to better
match projected contributions to the projected salary stream in the future years. It also
included the one-year lag between the valuation date and the effective date of the annual
actuarial contribution rate in the calculation of the UAL amortization payments.
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Schedule 1
Heart of Iowa Regional Transit Agency
Schedule of Expenditures of Federal Awards
Year ended June 30, 2016

Agency or
Grantor/ Program

CFDA

Pass-through

Program

Number

Number

Expenditures

Indirect:
U.S. Department of Transportation:
Iowa Department of Transportation:
Federal Transit Capital Investment Grants

20.500

85-0034-110-13

20.500

85-0034-110-13

$

120,000
1,946
121,946

Formula Grants for Rural Areas
(Payments to subrecipients of $288,742)

20.509

85-0031-110-15

998,046

20.509

85-0034-110-15

132,800
1,130,846

Job Access and Reverse Commute Program

20.516

37-X023-110-14

2,647

New Freedom Program

20.521

57-X002-110-16

21,679

Total

$ 1,277,118

Basis of Presentation – The Schedule of Expenditures of Federal Awards includes the federal
grant activity of the Heart of Iowa Regional Transit Agency and is presented on the modified
accrual basis of accounting. The information in this schedule is presented in accordance with the
requirements of Title 2, U.S. Code of Federal Regulations, Part 200, Uniform Administrative
Requirements, Cost Principles and Audit Requirements for Federal Awards (Uniform Guidance).
Therefore, some amounts presented in this schedule may differ from amounts presented in, or
used in the preparation of, the financial statements.
Summary of Significant Accounting Policies – Expenditures reported in the Schedule are
reported on the modified accrual basis of accounting. Such expenditures are recognized following,
as applicable, either the cost principles in OMB Circular A-87, Cost Principles for State, Local and
Indian Tribal Governments, or the cost principles contained in the Uniform Guidance, wherein
certain types of expenditures are not allowable or are limited as to reimbursement. The Heart of
Iowa Regional Transit Agency has elected not to use the 10% de minimis indirect cost rate as
allowed under the Uniform Guidance.
See accompanying independent auditor’s report.
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OFFICE OF AUDITOR OF STATE
ST AT E OF IOWA
State Capitol Building
Des Moines, Iowa 50319-0004
Telephone (515) 281-5834

Mary Mosiman, CPA
Auditor of State

Facsimile (515) 242-6134

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 Members of the Heart of Iowa Regional Transit Agency:
We 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 the governmental
activities and the major fund of the Heart of Iowa Regional Transit Agency as of and for the year
ended June 30, 2016, and the related Notes to Financial Statements, which collectively comprise
the Agency’s financial statements, and have issued our report thereon dated March 3, 2017.
Internal Control Over Financial Reporting
In planning and performing our audit of the financial statements, we considered the Heart of Iowa
Regional Transit Agency’s internal control over financial reporting to determine the audit
procedures appropriate in the circumstances for the purpose of expressing our opinions on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the
Heart of Iowa Regional Transit Agency’s internal control. Accordingly, we do not express an
opinion on the effectiveness of the Heart of Iowa Regional Transit Agency’s internal control.
A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent or detect and correct misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control such that there is a reasonable
possibility a material misstatement of the Agency’s financial statements will not be prevented or
detected and corrected on a timely basis. A significant deficiency is a deficiency, or a combination
of deficiencies, in internal control which is less severe than a material weakness, yet important
enough to merit attention by those charged with governance.
Our consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies and, therefore, material weaknesses or significant
deficiencies may exist that were not identified. Given these limitations, during our audit we did
not identify any deficiencies in internal control we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified. However, we identified certain
deficiencies in internal controls, described in the accompanying Schedule of Findings and
Questioned Costs as items II-A-16 through II-C-16, we consider to be significant deficiencies.

41

Compliance and Other Matters
As part of obtaining reasonable assurance about whether the Heart of Iowa Regional Transit
Agency’s financial statements are free of material misstatement, we performed tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements, noncompliance with which could have a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance with those provisions was not
an objective of our audit and, accordingly, we do not express such an opinion. The results of our
tests disclosed no instances of non-compliance or other matters that are required to be reported
under Government Auditing Standards. However, we noted certain immaterial instances of noncompliance or other matters which are described in Part IV of the accompanying Schedule of
Findings and Questioned Costs.
Comments involving statutory and other legal matters about the Agency’s operations for the year
ended June 30, 2016 are based exclusively on knowledge obtained from procedures performed
during our audit of the financial statements of the Agency. Since our 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.
The Heart of Iowa Regional Transit Agency’s Responses to the Findings
The Heart of Iowa Regional Transit Agency’s responses to the findings identified in our audit are
described in the accompanying Schedule of Findings and Questioned Costs. The Heart of Iowa
Regional Transit Agency’s responses were not subjected to the auditing procedures applied in the
audit of the financial statements and, accordingly, we express no opinion on them.
Purpose of this Report
The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing and not to provide an opinion on the effectiveness of the
Agency’s internal control or on compliance. This report is an integral part of an audit performed
in accordance with Government Auditing Standards in considering the Agency’s internal control
and compliance. Accordingly, this communication is not suitable for any other purpose.
We would like to acknowledge the many courtesies and assistance extended to us by personnel of
the Heart of Iowa Regional Transit Agency during the course of our audit. Should you have any
questions concerning any of the above matters, we shall be pleased to discuss them with you at
your convenience.

MARY MOSIMAN, CPA
Auditor of State
March 3, 2017
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Independent Auditor’s Report on Compliance
for Each Major Federal Program and on Internal Control Over Compliance
Required by the Uniform Guidance

To the Board Members of the Heart of Iowa Regional Transit Agency:
Report on Compliance for Each Major Federal Program
We have audited the Heart of Iowa Regional Transit Agency’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 its major federal program for the year
ended June 30, 2016. The Heart of Iowa Regional Transit Agency’s major federal program is
identified in Part I of the accompanying Schedule of Findings and Questioned Costs.
Management’s Responsibility
Management is responsible for compliance with the requirements of laws, regulations, contracts
and grant agreements applicable to its federal programs.
Auditor’s Responsibility
Our responsibility is to express an opinion on compliance for the Heart of Iowa Regional Transit
Agency’s major federal program based on our audit of the types of compliance requirements
referred to above. We conducted our 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
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 we plan and perform the audit to obtain reasonable assurance
about whether non-compliance with the types of compliance requirements referred to above that
could have a direct and material effect on a major federal program occurred. An audit includes
examining, on a test basis, evidence about the Heart of Iowa Regional Transit Agency’s compliance
with those requirements and performing such other procedures as we considered necessary in the
circumstances.
We believe our audit provides a reasonable basis for our opinion on compliance for the major
federal program. However, our audit does not provide a legal determination of the Heart of Iowa
Regional Transit Agency’s compliance.
Opinion on the Major Federal Program
In our opinion, the Heart of Iowa Regional Transit Agency 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, 2016.
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Report on Internal Control Over Compliance
The management of the Heart of Iowa Regional Transit Agency is responsible for establishing and
maintaining effective internal control over compliance with the types of compliance requirements
referred to above. In planning and performing our audit of compliance, we considered the Heart of
Iowa Regional Transit Agency’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, we do not express
an opinion on the effectiveness of the Heart of Iowa Regional Transit Agency’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. A significant deficiency in internal control over compliance is a deficiency, or a
combination of deficiencies, in internal control over compliance with a type of compliance
requirement of a federal program that is less severe than a material weakness in internal control
over compliance, yet important enough to merit attention by those charged with governance.
Our consideration of internal control over compliance was for the limited purpose described in the
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. We did not identify
any deficiencies in internal control over compliance we consider to be material weaknesses.
However, material weaknesses may exist that were not identified.
The purpose of this report on internal control over compliance is solely to describe the scope of
our testing of internal control over compliance and the results of that testing based on the
requirements of the Uniform Guidance. Accordingly, this report is not suitable for any other
purpose.

MARY MOSIMAN, CPA
Auditor of State
March 3, 2017
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Heart of Iowa Regional Transit Agency
Schedule of Findings and Questioned Costs
Year ended June 30, 2016

Part I: Summary of the Independent Auditor’s Results:
(a) Unmodified opinions were issued on the financial statements.
(b) Significant deficiencies in internal control over financial reporting were disclosed by the
audit of the financial statements.
(c)

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

(d) No material weaknesses in internal control over the major program were noted.
(e)

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

(f)

The audit did not disclose audit findings which were required to be reported in accordance
with the Uniform Guidance, Section 200.515.

(g)

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

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

The Heart of Iowa Regional Transit Agency did not qualify as a low-risk auditee.
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Heart of Iowa Regional Transit Agency
Schedule of Findings and Questioned Costs
Year ended June 30, 2016

Part II: Findings Related to the Financial Statements:
INTERNAL CONTROL DEFICIENCIES:
II-A-16

Timesheets
Criteria – An effective internal control system provides for internal controls related
to preparation of timesheets by all employees. Timesheets support all hours
worked and taken as vacation, sick leave, compensatory time, holiday hours and
personal days and provide an accurate record of hours worked. Supervisory review
of timesheets can help ensure the accuracy of recorded hours worked.
Condition – Salaried personnel of the Agency do not prepare timesheets.
Cause – Policies have not been established and procedures have not been
implemented to require all employees, including salaried employees, to prepare
timesheets.
Effect – Lack of timesheets for salaried personnel increases the risk of inaccurate
leave records and the potential for pay for hours not worked.
When an employee retires or otherwise leaves employment and claims a payout,
HIRTA needs support to provide assurance the claim is proper.
Without
maintaining detailed records, HIRTA may not have the ability to support the claim.
In addition, without detailed records, HIRTA may not have the support necessary to
ensure compliance with the Fair Labor Standards Act.
Recommendation – Timesheets should be prepared by all personnel in all
departments, salaried as well as hourly, and should be submitted to the employee’s
supervisor’s office prior to the processing of payroll each pay period.
The
timesheets should be signed by the employee and should be reviewed and signed
by the employee's immediate supervisor or the Agency Executive Director prior to
processing payroll. The timesheets should support all hours worked and all hours
taken as vacation, sick leave, compensatory time, holiday hours and personal days.
Response – Starting with pay period beginning January 29, 2017, we will ensure all
salaried employees complete time sheets and all other timesheets are signed by
appropriate supervisor.
Conclusion – Response accepted.

II-B-16

Bank Reconciliation
Criteria – An effective internal control system provides for internal controls related
to preparing a bank reconciliation and having an independent person review the
bank reconciliation.
Condition – A bank reconciliation is prepared. However, it is not reviewed by an
independent person. Supporting documentation was not retained for all bank
reconciliations.
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Cause – Policies and procedures have not been established and procedures have
not been implemented for an independent person to review the bank reconciliation
and document their review by the signature or initials of the reviewer and the date
of the review.
Effect – The lack of review of the bank reconciliation could affect HIRTA’s ability to
prevent or detect and correct misstatements, errors or misappropriation on a
timely basis in the normal course of operations.
Recommendation – Policies and procedures should be established for an
independent person to review the bank reconciliation and document their review by
the signature or initials of the reviewer and the date of the review. Supporting
documentation should be retained for all bank reconciliations.
Response – Starting with the November 2016 reconciliations, we are having the
HIRTA Board Treasurer review, initial and date.
Conclusion – Response accepted.
II-C-16

Passwords
Criteria – Properly designed policies and procedures pertaining to control activities
over the Agency’s computer systems and implementation of the policies and
procedures help provide reasonable assurance financial information is safeguarded
and reliable.
Condition – Computer passwords are not required to be changed.
Cause – Management has not required written policies for computer passwords.
Effect – There is a lack of written policies for passwords to be changed which could
result in a loss of data or compromised data, resulting in unreliable financial
information.
Recommendation – To improve computer system security, all user passwords
should be changed periodically so unauthorized persons cannot obtain access to
the computer.
Response – As of January 31, 2017, we are having IT set the server to
automatically require passwords to be updated every three months.
Conclusion – Response accepted.

INSTANCES OF NON COMPLIANCE:
No matters were noted.
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Part III: Findings and Questioned Costs for Federal Awards:
INSTANCES OF NON-COMPLIANCE:
No matters were noted.
INTERNAL CONTROL DEFICIENCIES:
No material weaknesses in internal control over the major program were noted.
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Heart of Iowa Regional Transit Agency
Schedule of Findings and Questioned Costs
Year ended June 30, 2016

Part IV: Other Findings Related to Required Statutory Reporting:
IV-A-16

Questionable Expenditures – No expenditures we believe may not meet the
requirements of public purpose as defined in an Attorney General’s opinion dated
April 25, 1979 were noted.

IV-B-16

Travel Expense – No expenditures
or employees were noted.

IV-C-16

Deposits and Investments – No instances of non-compliance with the deposit and
investment provisions of Chapter 12B and Chapter 12C of the Code of Iowa and the
Agency’s investment policy were noted.

for travel expenses of spouses of Agency officials

IV-D-16 Board Minutes – No transactions were found that we believe should have been
approved in the Board minutes but were not.
Summaries of the minutes were not published timely. Bills and annual salaries were
not published. Chapter 28E.6(3)(a) of the Code of Iowa requires the Agency to
publish a summary of the proceedings of each regular, adjourned or special meeting
of the Board, including the schedule of bills allowed. This information is to be
published in one newspaper of general circulation within the geographic area served
by the Agency within 20 days following adjournment of the meeting. This section
also requires the names and gross salaries of persons regularly employed be
published annually.
Recommendation – The Agency should publish a summary of minutes, bills and
annual salaries in accordance with Chapter 28E.6(3)(a) of the Code of Iowa.
Response – Starting with the January 2017 Board minutes, HIRTA will ensure the
minutes are published within 20 days following the Board meeting. We will also begin
in February 2017, publishing annual salaries and bills according to the
Chapter 28E.6(3)(a) of the Code of Iowa.
Conclusion – Response accepted.
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Heart of Iowa Regional Transit Agency
Staff

This audit was performed by:
Deborah J. Moser, CPA, Manager
April D. Harbst, Senior Auditor
Carolina M. Aviles, Staff Auditor
Premnarayan Gobin, Staff Auditor
Grant W. Pomerenk, Assistant Auditor

Andrew E. Nielsen, CPA
Deputy Auditor of State
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