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INDEPENDENT AUDITORS' REPORT 
 
 
To the Board of Commissioners 
Olmsted County Housing and Redevelopment Authority 
Rochester, Minnesota 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the Olmsted County Housing and 
Redevelopment Authority (the "Authority"), as of and for the year ended December 31, 2018, and the 
related notes to the financial statements, which collectively comprise the Authority’s basic financial 
statements as 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 accounting principles generally accepted in the United States of America; 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. 
 
Auditors’ Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit.  We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States.  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 Authority’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 Authority’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 that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
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Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the Authority as of December 31, 2018, and the respective changes in 
financial position, and where applicable, cash flows there of for the year then ended in accordance with 
accounting principles generally accepted in the United States of America. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the management’s 
discussion and analysis as listed in the table of contents be presented to supplement the basic financial 
statements.  Such information, although not a part of the basic financial statements, is required by the 
Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting 
for placing the basic financial statements in an appropriate operational, economic, or historical context.  
We have applied certain limited procedures to the required supplementary information in accordance with 
auditing standards generally accepted in the United States of America, 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 basic financial statements, and other 
knowledge we obtained during our audit of the basic 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. 
 
Other Information 
 
Our audit was conducted for the purpose of forming an opinion on the financial statements that 
collectively comprise the Authority’s basic financial statements.  The combining financial statements, 
schedule of intergovernmental revenue, and schedule and certification of actual capital fund grant costs 
are presented for purposes of additional analysis and are not a required part of the basic financial 
statements.  The schedule of expenditures of federal awards is presented for purposes of additional 
analysis as required by Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative 
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance), and the 
Department of Housing and Urban Development, and is also not a required part of the basic financial 
statements.   
 
The combining financial statements, schedule of intergovernmental revenue, schedule and certification 
of actual capital fund grant costs, and schedule of expenditures of federal awards are the responsibility 
of management and were derived from and relate 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 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 basic financial statements themselves, 
and other additional procedures in accordance with auditing standards generally accepted in the United 
States of America.  In our opinion, the combining financial statements, schedule of intergovernmental 
revenue, schedule and certification of actual capital fund grant costs, and schedule of expenditures of 
federal awards are fairly stated in all material respects in relation to the basic financial statements 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 April 18, 
2019, on our consideration of the Authority's internal control over financial reporting and on our tests of 
its compliance with certain provisions of laws, regulations, contracts, 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 
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 Authority’s internal 
control over financial reporting and compliance. 
 

 
 
La Crosse, Wisconsin 
April 18, 2019
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OLMSTED COUNTY HOUSING AND REDEVELOPMENT AUTHORITY 
MANAGEMENT’S DISCUSSION AND ANALYSIS 
FOR THE YEAR ENDED DECEMBER 31, 2018 

 
 
The Olmsted County Housing and Redevelopment Authority’s (the Authority) management’s discussion and analysis is 
designed to assist the reader in focusing on significant financial issues, provide an overview of the Authority’s financial 
activity, identify changes in the Authority’s financial position (its ability to address the next and subsequent year challenges), 
and identify individual issues or concerns. 

 
Since the Management’s Discussion and Analysis (MD&A) is designed to focus on current year activities, resulting changes 
and currently known facts, please read it in conjunction with the Authority’s financial statements. 
 

 
FINANCIAL HIGHLIGHTS 
 

 The Authority’s assets and deferred outflows exceeded its liabilities and deferred inflows at the close of the most 
recent fiscal year by $6,616,465 (net position). The net position is comprised of the following components: 
 

o $1,609,810 (net investment in capital assets) represents the Authority’s investments in capital assets less 
any capital related debt and is not available for future spending. 

o $506,152 (restricted) is restricted as to use by grant agreements, contracts, laws, and regulations, and can 
only be used for specific purposes. 

o $4,500,503 (unrestricted) may be used to meet the Authority’s ongoing obligations. 
 

 The Authority’s net position increased by $1,487,051 (or 29%) during 2018, and was $6,616,465 and $5,129,414 
for 2018 and 2017 respectively. 
 

 The operating revenue decreased by $91,282 (or 1%) during 2018, and was $6,685,497 and $6,776,779 for 2018 
and 2017 respectively. 
 

 The total operating expenses of all Authority programs increased by $113,726 (or 2%). Total operating expenses 
were $7,383,760 and $7,270,034 for 2018 and 2017 respectively. 
 

 The operating (loss) increased by $205,008 (or 42%) during 2018, and was $698,263 and $493,255 for 2018 and 
2017 respectively. 
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OLMSTED COUNTY HOUSING AND REDEVELOPMENT AUTHORITY 
MANAGEMENT’S DISCUSSION AND ANALYSIS 
FOR THE YEAR ENDED DECEMBER 31, 2018 

 

OVERVIEW OF THE FINANCIAL STATEMENTS 
 

The financial statements are designed to provide readers with a broad overview of the Authority’s finances, in a manner 
similar to a private‐sector business. The Authority consists of exclusively enterprise funds, which use full accrual basis of 
accounting. All the Authority’s activities are reported as a single enterprise fund. This method of accounting is similar to 
accounting utilized by the private sector accounting. 
 
These Statements include a Statement of Net Position, which is similar to a Balance Sheet. The Statement of Net Position 
reports all financial and capital resources for the Authority. The statement is presented in the format where assets and 
deferred inflows, minus liabilities and deferred outflows, equal “Net Position”, formerly known as equity. Assets and liabilities 
are presented in order of liquidity, and are classified as “Current” (convertible into cash within one year), and “Non‐current”. 
 
The focus of the Statement of Net Position (the “Unrestricted Net Position”) is designed to represent the net available liquid 
(non‐capital) assets, net of liabilities, for the entire Authority. Net Position is reported in three broad categories: 
 
Net Investment in Capital Assets: This component of Net Position consists of all Capital Assets, reduced by the outstanding 
balances of any bonds, mortgages, notes or other borrowings that are attributable to the acquisition, construction, or 
improvement of those assets. 
 
Restricted Net Position: This component of Net Position consists of restricted assets, when constraints are placed on the 
asset by creditors (such as debt covenants), grantors, contributors, laws, regulations, etc. 
 
Unrestricted Net Position: Consists of Net Position that do not meet the definition of “Net Investment in Capital Assets”, or 
“Restricted Net Position”. 
 
The financial statements also include a Statement of Revenues, Expenses and Changes in Net Position (similar to an 
Income Statement). This Statement includes Operating Revenues, such as rental income and operating grants, Operating 
Expenses, such as administrative, utilities, and maintenance, and depreciation, and Non‐Operating Revenue and Expenses, 
such as capital grant revenue, investment income and interest expense. 
 
The focus of the Statement of Revenues, Expenses and Changes in Net Position is the “Change in Net Position”, which is 
similar to Net Income or Loss. 
 
Finally, Statement of Cash Flows is included, which discloses net cash provided by or used for operating activities, non‐
capital financing activities, from capital and related financing activities, and investing activities. 
 
Many of the programs maintained by the Authority are required by the Department of Housing and Urban Development. 
Others are segregated to enhance accountability and control.  
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OLMSTED COUNTY HOUSING AND REDEVELOPMENT AUTHORITY 
MANAGEMENT’S DISCUSSION AND ANALYSIS 
FOR THE YEAR ENDED DECEMBER 31, 2018 

 

BASIC FINANCIAL STATEMENTS 
 

Statement of Net Position 
 
The following table reflects the condensed Statement of Net Position as of December 31, 2018 and 2017. 
 

TABLE 1 
STATEMENT OF NET POSITION 

  
 Dollar  Percent 

 2018 2017 Change Change 
Current and Other Assets $     5,942,350 $    5,104,793 $    837,557 16.41%
Noncurrent Assets  
   Capital Assets     12,999,503    12,893,551       105,952   0.82%
   Noncurrent notes, loans, and mortgages 
   receivable 

 
561,912

 
- 561,912  100%

      Total Assets $   19,503,765 $  17,998,344 $ 1,505,421   8.36%

Deferred Outflows of Resources $          49,829 $         56,548 $      (6,719) -11.88%

Current Liabilities $        527,091 $       686,242    (159,151) -23.19%
Noncurrent Liabilities     12,410,038    12,239,236      170,802 1.40%
   Total Liabilities $   12,937,129 $  12,925,478 $      11,651 0.09%

Deferred Inflows of Resources $                    - $                   - $                - -

Net Position: 
   Net Investment in Capital Assets $     1,609,810 $    1,411,405 $    198,405 14.06%
   Restricted           506,152          488,197         17,995 3.68%
   Unrestricted       4,500,503      3,229,812    1,270,691 39.34%
   Total Net Position $     6,616,465 $    5,129,414 $ 1,487,051 28.99% 

  
For more detailed information see the Statement of Net Position. 

Major Factors Affecting the Statement of Net Position 

Current and other assets increased by $837,557 and current liabilities decreased by $159,151. There are sufficient current 
assets (primarily cash and investments) to extinguish the current liabilities. 
 
The Capital Assets increased by $105,952. This was caused by the transfer of all New Hope Corporation assets, the start 
of a construction project on a playground at the Public Housing units, sale of a property, and current year depreciation of all 
assets. For more detail see “Capital Assets and Debt Administration” below. 
 
The Noncurrent notes, loans, and mortgages receivable increased by $561,912 due to the start of the Rehabilitation Levy 
program. The Rehabilitation Levy Program consists of the HRA providing 30 year mortgages to complete construction 
projects on individual properties. The mortgages include a 2% interest charge for the first 15 years of the loan, payable at 
the end of the 30 year mortgage. 
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OLMSTED COUNTY HOUSING AND REDEVELOPMENT AUTHORITY 
MANAGEMENT’S DISCUSSION AND ANALYSIS 
FOR THE YEAR ENDED DECEMBER 31, 2018 

 
Statement of Revenue, Expenses and Changes in Net Position 
 
The following table reflects the Changes in Net Position for the year ended December 31, 2018 and 2017. 
 

TABLE 2 
CHANGES IN NET POSITION 

 
 Dollar Percent  

2018 2017 Change Change 
Revenues 

Charges for services $     2,233,176 $  2,023,572 $       209,604  10.36%
Operating grants        4,452,321     4,753,207       (300,886) -6.33%

       Total operating revenue $     6,685,497 $  6,776,779 $      (91,282)  -1.35%
 

Expenses  
Administrative $     2,008,165 $  1,852,482 $       155,683  8.40%
Tenant services               3,889               916           2,973  324.56%
Utilities           197,542        167,292 30,250  18.08%
Maintenance           807,760        802,819          4,941  0.62%
Insurance           92,973          92,855          118  0.13%
General           110,235          95,531          14,704  15,39%
Housing assistance payments & port in 3,746,166     3,827,766       (81,600) -2.13%
Depreciation           417,030        430,373       (13,343) -3.10%

       Total operating expenses  $    7,383,760 $  7,270,034  $      113,726  1.56%
 

Operating income (loss)  $    (698,263) $  (493,255)  $   (205,008)  41.56%
 

Nonoperating revenue (expenses) 
Property taxes   $   1,744,566  $ 1,348,248  $      396,318   29.40%
Interest income           16,360          7,878       8,482 107.67%
Mortgage interest income            7,120                   -            7,120 100.00%
Interest expense           (84,308)        (77,478) (6,830)  8.82%
Gain or loss on disposal of property           163,551          (3,436) 166,987  4859.92%
HUD recapture of residual receipts           (15,939)          - (15,939)   -100.00%

Net nonoperating revenue (expenses)  $    1,831,350 $  1,275,212  $      556,138  43.61%
 

Change in net position  $    1,133,087 $     781,957  $      351,130  44,90%
Net position January 1 (restated)        5,129,414  3,975,041    1,154,373  29.04%
Equity transfer in 353,964 372,416 (18,452)  -4.95%
Net position December 31  $    6,616,465 $  5,129,414  $   1,487,051  28.99%
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OLMSTED COUNTY HOUSING AND REDEVELOPMENT AUTHORITY 
MANAGEMENT’S DISCUSSION AND ANALYSIS 
FOR THE YEAR ENDED DECEMBER 31, 2018 

 
Major Factors Affecting the Statement of Revenue, Expenses and Changes in Net Position 
 
Revenue 
 
The primary source of revenue for the Authority is federal grants followed by property taxes and rental income. The $91,282 
(or 1%) decrease in operating revenue is primarily attributable to a decrease in operating grant revenue of $300,886 (or 
10%) combined with an increase in charges for services of $209,604 (or 6%). The decrease in grant revenue was due to 
small reductions in many federal grants combined with a decrease in state grant funding due to $125,000 of mortgage 
forgiveness in 2017. The increase in charges for services was due to an increase in rents combined with the addition of the 
New Hope Corporation. In 2018 property taxes were classified as nonoperating income, this is a change in classification 
from 2017. Property taxes increased by $396,318 (or 29%) in 2018, the balances were $1,744,566 and $1,348,248 in 2018 
and 2017 respectively. 
 
 

 
 

Expenses 

The Authority experienced an increase in total operating expenses for the current year of $113,726 (or 2%). A majority of 
this increase is due to an increase in administrative expenses such as employee salaries and benefits. 
 
Administrative – Administrative costs are costs that do not fit in any other category and would include items like 
administrative staffing, legal, finance fees, auditing, training, general office expense, etc. During the year the Authority 
administrative costs increased $155,683 (or 8%). This was the result of two additional FTEs added to the HRA staff. 
 

Federal 
Grants
50%

Property 
Taxes
21%

Rental 
Income
19%

Other 
Revenue and 

Grants
10%

2018  Sources of Funds
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Tenant services – These costs primarily include interpreter costs provided to clients and increased by $2,973 in 2018. The 
balances were $3,889 and $916 in 2018 and 2017 respectively. The balance increased due to installation of gardens at the 
Public Housing units. 
 
Utilities – Utilities expense covers all utilities not paid directly by tenants. The $30,250 (or 18%) increase is due to an 
increase in ongoing utility costs and the addition of New Hope Corporation. 
 
Maintenance – Maintenance costs are all costs to maintain Authority owned housing units. These expenses would include 
maintenance staffing, supplies and maintenance contracts. The Authority saw a $4,941 increase in maintenance expense 
for the current year.  
 
Insurance premiums – All insurance costs for property, auto, liability, public official’s liability, etc. The balance increased 
$118 in 2018. 
 
General – The two primary expenses classified as general are port out administrative expenses and property taxes. The 
increase of $14,704 is primarily attributable to payments in lieu of taxes that weren’t paid by Bandel Hills in 2017, but were 
paid in 2018. 
 
Housing Assistance Payments – Housing assistance payments (HAP) consist of rental payments to owners of private 
property on behalf of low income households for which the Authority has an agreement with both the private landlord and 
the low income resident. The decrease of $81,600 (or 2%) for current year HAP was caused by an decrease in the number 
of port ins in the Housing Choice Voucher program. 
 
Depreciation – Capitalization costs are spread over the useful life of an asset. The current year expense is recorded as 
depreciation. 
 

 

 

Changes in Net Position 
 
The Authority reported an equity transfer in of $353,964 for the addition of Rochester New Hope Corporation. The reason 
for the equity is primarily for the assets that transferred to the Authority as a part of the addition.   

Housing 
Assistance 
Payments

50%

Administrative
27%

Maintenance
11%

Depreciation
5%

Other
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3%

2018 Uses of Funds
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OLMSTED COUNTY HOUSING AND REDEVELOPMENT AUTHORITY 
MANAGEMENT’S DISCUSSION AND ANALYSIS 
FOR THE YEAR ENDED DECEMBER 31, 2018 

 
Capital Assets and Debt Administration 
 
Capital Assets 
 
As of year-end, the Authority had $12,999,503 invested in a variety of capital assets as reflected in the following schedule, 
which represents a net increase (addition, deductions and depreciation) of $105,953 from the end of last year. This increase 
is due mainly to the transfer in of the New Hope Corporation’s assets and the Construction in Progress of a playground at 
the public housing units. 
 

TABLE 3 
CAPITAL ASSETS AT YEAR END 

  
 Business-type 
 Activities 

 2018 2017 
 

Nondepreciable Assets 
Land and land rights  $       2,036,573  $     2,020,423  
Construction in Progress             241,279                   -  

Depreciable Assets  
Buildings        20,017,337    19,472,726  
Other Improvements             266,526        247,026  
Equipment             354,001        342,792  

  
Less Accumulated Depreciation         (9,916,213)     (9,189,416) 
    
Net Capital Assets  $     12,999,503  $   12,893,551  

 
The following reconciliation summarizes the change in Capital Assets, which is presented in detail in the notes. 
 

TABLE 4 
CHANGE IN CAPITAL ASSETS 

 
Business Type 

Activities 

Balance 1/1/2018  $     12,893,551 
Increases             260,779 
Transfers, Net             659,607 
Decreases              (87,637)
Depreciation            (726,797)

 
Balance 12/31/2018  $     12,999,503 

 
 

Debt Outstanding 
 
As of year-end, the Authority had $12,210,508 in debt (bonds, notes, etc.) outstanding. This amount includes the bonds the 
Authority issued with a remaining balance of $820,000 for the construction of the River’s Edge moderate-income housing. 
The bonds are backed by the full faith and credit of Olmsted County in event that the revenues of the apartment complex 
cannot pay the debt service. In addition to the bonds, the Authority issued several zero-interest or one percent rate deferred 
repayment mortgages for $3,708,547, mortgages bearing 5.75% interest with a remaining balance of $528,631 for Rolling 
Heights low income senior housing, and deferred forgivable mortgages of $7,153,330 which will be forgiven once the time 
and program requirements are satisfied. 
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OLMSTED COUNTY HOUSING AND REDEVELOPMENT AUTHORITY 
MANAGEMENT’S DISCUSSION AND ANALYSIS 
FOR THE YEAR ENDED DECEMBER 31, 2018 

 
TABLE 5 

OUTSTANDING DEBT, AT YEAR END 
  

Totals  
2018 2017   

G.O. Revenue Bonds  $         820,000  $     910,000  
Mortgages at 5.75%             528,631        537,033  
Deferred Repayment 
Mortgages 

         3,708,547      3,708,547  

Deferred Mortgages Forgivable          7,153,330      7,160,055  

Total   $     12,210,508  $12,315,635  
 

 
ECONOMIC FACTORS 

 
Significant economic factors affecting the Authority are as follows: 
 

 Federal funding of the Department of Housing and Urban Development. 
 Local inflationary, recessionary and employment trends, which can affect resident incomes and therefore the 

amount of rental income. 
 Inflationary pressure on utility rates, supplies and other costs. 

 
FINANCIAL CONTACT 

 
The individual to be contacted regarding this report is Stephanie Reese, Assistant Controller at Olmsted County Finance 
Department, at (507) 328-7081. Specific requests may be submitted to Stephanie Reese, Olmsted County Finance 
Department, 2117 Campus Drive SE, Suite 200, Rochester, MN 55904 or by email at reese.stephanie@co.olmsted.mn.us.
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OLMSTED COUNTY HOUSING AND REDEVELOPMENT AUTHORITY 
Rochester, Minnesota 

STATEMENT OF NET POSITION 
DECEMBER 31, 2018 

      

      
ASSETS AND DEFERRED OUTFLOWS OF RESOURCES  
      

CURRENT ASSETS  
 Cash and cash equivalents $ 4,310,662 
 Cash and cash equivalents operating reserve  346,122 
 Receivables   
  Tenants    15,426 
  Current notes, loans, and mortgages receivable   35,329 
  Other    13,293 
 Due from other governments   343,483 
 Prepaid expenses   141,558 
 Cash and cash equivalents - restricted  
  Security deposits and escrows    132,109 
  Replacement reserve fund    249,794 
  Debt service reserve account    125,040 
  Debt service account   104,362 
  Grant restricted     19,892 
  Rehab levy reserve    98,216 
  Residual receipts reserve     7,064 

   TOTAL CURRENT ASSETS   5,942,350 
      

NONCURRENT ASSETS  
  Land  2,036,573 
  Construction in progress    241,279 
  Buildings and improvements   20,283,863 
  Equipment    354,001 
  Less accumulated depreciation  (9,916,213) 
  Noncurrent notes, loans, and mortgages receivable    554,792 
  Accrued interest receivable   7,120 

   TOTAL NONCURRENT ASSETS   13,561,415 
        

    TOTAL ASSETS   19,503,765 
      

DEFERRED OUTFLOWS OF RESOURCES  
 Deferred charges on bonds     49,829 
      

    TOTAL ASSETS AND DEFERRED OUTFLOWS OF RESOURCES $ 19,553,594 
      

LIABILITIES AND NET POSITION  
CURRENT LIABILITIES  
 Accounts payable $  81,535 
 Current portion of accrued interest       825 
 Unearned revenue   22,589 
 Due to other governments  152,001 
 Current portion of notes payable  144,897 
 Current liabilities payable from restricted assets  
  Interest payable  13,870 
  Tenants' security deposits   111,374 

   TOTAL CURRENT LIABILITIES    527,091 
      

NONCURRENT LIABILITIES  
 Tenant' FSS escrow    20,495 
 Notes payable   12,071,327 
 Accrued interest    220,000  
 Rehabilitation liability  98,216  

   TOTAL NONCURRENT LIABILITIES  12,410,038 
        

    TOTAL LIABILITIES   12,937,129 
      

NET POSITION  
 Net investment in capital assets   1,609,810 
 Restricted   506,152 
 Unrestricted     4,500,503 

    TOTAL NET POSITION    6,616,465 
      

    TOTAL LIABILITIES AND NET POSITION $  19,553,594 

 

 

The accompanying notes are an integral part of these financial statements. 
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OLMSTED COUNTY HOUSING AND REDEVELOPMENT AUTHORITY 
Rochester, Minnesota 

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION 
FOR THE YEAR ENDED DECEMBER 31, 2018 

       
OPERATING REVENUES   
 Charges for services  

  Dwelling rental $    1,616,516 

  Other fees and operating revenue         616,660 

   Total charges for services   2,233,176 
       

 Intergovernmental revenue  

  Federal     4,263,347 

  State           188,974 

   Total intergovernmental revenue     4,452,321 
        

    TOTAL OPERATING REVENUE      6,685,497 
      

OPERATING EXPENSES  

  Administrative $    2,008,165 

  Tenant services             3,889 

  Utilities         197,542 

  Maintenance and operations         807,760 

  Insurance         92,973 

  General expenses      110,235 

  Housing assistance payments    3,499,136 

  Housing assistance payments - port-in         247,030 

  Depreciation         417,030 

    TOTAL OPERATING EXPENSES $    7,383,760 
      

    OPERATING INCOME (LOSS) $    (698,263) 
      

NONOPERATING REVENUES (EXPENSES)  

 Property taxes $ 1,744,566 

 Interest income      16,360 

 Mortgage interest income      7,120 

 Gain or loss on sale of property      163,551 

 Interest expense    (84,308) 
 HUD recapture of residual receipts  (15,939) 

     NET NONOPERATING REVENUE (EXPENSES)   1,831,350 
      

     CHANGE IN NET POSTION    1,133,087 
      

NET POSITION AT BEGINNING OF YEAR  5,129,414 
RESIDUAL EQUITY TRANSFER IN  353,964 
NET POSITION AT END OF YEAR $    6,616,465 

 

 

 

 

The accompanying notes are an integral part of these financial statements. 
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OLMSTED COUNTY HOUSING AND REDEVELOPMENT AUTHORITY 
Rochester, Minnesota 

STATEMENT OF CASH FLOWS 

YEAR ENDED DECEMBER 31, 2018 

 

CASH FLOWS FROM OPERATING ACTIVITIES 

 Receipts from services and charges $ 2,178,480 
 Receipts from intergovernmental revenue  4,289,877 
 Payments for contracted personal services  (1,073,300) 
 Payments to suppliers  (2,117,449) 
 Payments to landlords  (3,746,166) 
 NET CASH (USED IN) OPERATING ACTIVITIES (468,558) 
   

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES  

 Acquisition of capital assets  (260,779) 
 Proceeds from sale of capital assets  199,558 
 Payments of capital debt  (105,897) 
 Interest payments   (58,978) 
 NET CASH (USED IN) CAPITAL AND RELATED FINANCING ACTIVITIES   (226,096) 
    
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES   
 Receipts from property taxes  1,730,199 
 Equity transfer in  57,958 
 Payments to/from notes, loans, and mortgage receivable  (443,632) 
 HUD recapture of residual receipts  (15,939) 
    NET CASH PROVIDED BY NONCAPITAL FINANCING ACTIVITIES  1,328,586 
    

CASH FLOWS FROM INVESTING ACTIVITIES   
 Investment income  16,360 

    

 NET INCREASE IN CASH AND CASH EQUIVALENTS  650,292 

 

CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 4,742,969 
  

CASH AND CASH EQUIVALENTS AT END OF YEAR $ 5,393,261 

NON-CASH INVESTING ITEMS:  

 Interest expense includes amounts for:  

 Amortization of bond premiums $ 711 
  Amortization of deferred loss on bonds  (6,718) 

 

(Continued)  

 

 

The accompanying notes are an integral part of these financial statements  
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OLMSTED COUNTY HOUSING AND REDEVELOPMENT AUTHORITY 
Rochester, Minnesota 

STATEMENT OF CASH FLOWS - Continued 
FOR THE YEAR ENDED DECEMBER 31, 2018 

     
     
RECONCILIATION OF CASH AND CASH EQUIVALENTS PER STATEMENT OF CASH 
FLOWS TO THE STATEMENT OF NET POSITION  
     
Cash and cash equivalents $ 4,310,662
Cash and cash equivalents - operating reserve  346,122 
Cash and cash equivalents - restricted      736,477 

   CASH AND CASH EQUIVALENTS PER STATEMENT OF NET POSITION $ 5,393,261 

     
RECONCILIATION OF (LOSS) FROM OPERATIONS TO NET CASH PROVIDED BY 
OPERATING ACTIVITIES  
     
CASH FLOWS FROM OPERATING ACTIVITIES  
 Operating (loss) $ (698,263)

 Adjustments to reconcile operating (loss) to net cash provided by operating  

 activities 

  Depreciation expense       417,030 

 Changes in assets and liabilities 

  (Increase) in assets 

   Accounts receivable       (21,013) 

   Due from other governments     (162,444) 

   Notes, Mortgages, Repayment receivable     (12,944)

   Prepaid expenses         (2,209) 

  (Decrease) increase in liabilities 

   Accounts payable       (26,315) 

   Unearned revenue       (23,373) 

   Tenant FSS escrow          4,978  

   Tenant security deposits        (2,344)

   Due to other governments         58,339 

   NET CASH (USED IN) OPERATING ACTIVITIES $  (468,558)
 

 

 

 

 

 

 

The accompanying notes are an integral part of these financial statements 
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OLMSTED COUNTY HOUSING AND REDEVELOPMENT AUTHORITY  
NOTES TO FINANCIAL STATEMENTS 

DECEMBER 31, 2018 
 

A. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
FINANCIAL REPORTING ENTITY 
The Olmsted County Housing and Redevelopment Authority (the Authority) was created by 1994 Minnesota Law Chapter 
493 on January 1, 1995. The Authority’s primary operations are the development and management of housing units, which 
are rented to low-income residents, and the administration of housing assistance programs for low-income residents. The 
US Department of Housing and Urban Development (HUD) finances these programs. Other activities include rehabilitation 
of commercial and residential property, which is financed by city, state and federal resources. 
 
An eight-member board (Board) governs the Authority and the Olmsted County Board appoints all eight members of the 
Board. The Board is organized with a chair and vice chair elected at its annual meeting in January of each year. The Housing 
Director serves as the clerk of the Board but has no vote. The Board has contracted with Olmsted County (County) to 
provide staff to administer its programs. It has been determined that the Authority is a blended component unit of the County 
due to the County appointing all the members of the Board and the County having operation responsibility for the Authority. 
 
The financial report provides information about the financial activities of the Authority in accordance with generally accepted 
accounting principles (GAAP).  
 
Discretely Presented Component Unit 
The Authority does not have any component units that require a discrete presentation. 
 
Blended Component Unit 
The Authority has one blended component unit, the Rochester New Hope Corporation (the Organization).  Rochester New 
Hope Corporation was organized as a non-profit corporation in 1993 to own and operate Northgate Community Housing, a 
12 unit apartment complex located in Rochester, Minnesota. The Organization provides handicapped persons with housing 
facilities and services especially designed to meet their physical, social, and psychological needs. The complex is managed 
by a management agent under Section 811 of the National Housing Act.  
 
In December of 2017, the eight-member Authority board acted to become the board of the Organization. The Organization 
is included as a blended component unit of the Authority since the significance of the relationship between the Organization 
and the Authority is such that exclusion would cause the Authority’s financial statements to be incomplete. The 
Organizations financial data includes 12 months of operations that end on September 30, 2018 and it issues a separate 
audited financial statement. 
  
BASIS OF PRESENTATION 
Proprietary Fund Type is accounted for on a flow of economic resources measurement focus. All assets, liabilities and 
deferred inflows/outflows of resources (whether current or non-current) associated with their activity are included on their 
statement of net position. Proprietary Fund measurement is focused upon determination of net income, financial position, 
and cash flows. The following is the Authority’s Proprietary Fund Type: 
 
Enterprise Fund is used to account for operations (a) that are financed and operated in a manner similar to private business 
enterprises where the intent of the governing body is that the costs (expenses, including depreciation) of providing goods 
or services to the general public on a continuing basis be financed or recovered primarily through user charges: or (b) where 
the governing body has decided that periodic determination of revenue earned, expenses incurred, and/or net income is 
appropriate for capital maintenance, public policy, management control, accountability, or other purposes. 
 
BASIS OF ACCOUNTING 
Basis of accounting refers to the time at which revenue and expenses are recognized in the accounts and reported in the 
financial statements. Basis of accounting relates to the timing of the measurements made, regardless of the measurement 
focus applied. 
 
Proprietary Funds are accounted for using the accrual basis of accounting. Their revenue is recognized when it is earned, 
and their expenses are recognized when they are incurred. All applicable Governmental Accounting Standards Board 
(GASB) pronouncements have been applied to proprietary funds. 
  

Page 29 of 69



 

 

OLMSTED COUNTY HOUSING AND REDEVELOPMENT AUTHORITY 
NOTES TO FINANCIAL STATEMENTS 

DECEMBER 31, 2018 
 
BASIS OF ACCOUNTING (continued) 
 
Prepaid items are expensed using the allocation method. The prepaid expense is determined as of the date of the payment 
and subsequently amortized over the accounting periods that are expected to benefit from the initial payment. 
 
Proprietary funds distinguish operating revenue and expenses from non-operating items. Operating revenue and expenses 
generally result from providing services and producing and delivering goods in connection with a proprietary fund’s principal 
ongoing activities. The principal operating revenue of the Authority’s enterprise funds is rental income and other charges 
and fees for service. In addition, grants that are not restricted for capital purposes are considered operating revenue. 
Operating expenses for the enterprise funds include cost of providing and maintaining rental assistance and rehabilitation 
programs, administrative expenses, and depreciation expense. All revenue and expenses not meeting this definition are 
reported as nonoperating revenue and expenses. 

 
GENERAL BUDGET POLICIES 
 
A budget is prepared for administrative purposes only. 

 
CASH AND CASH EQUIVALENTS 
The Authority’s cash and cash equivalents are considered to be cash on hand, demand deposits, and short-term 
investments with original maturities of three months or less from the date of acquisition. 

 
For purposes of the statement of cash flows, the Business-Type Activities includes all cash and cash equivalent asset 
balances regardless of any restrictions or designations on the accounts. 
 
RECEIVABLES: 

 
Tenants 
Tenants accounts receivable consists of amounts charged to tenants but have not yet been paid to the HRA. These 
receivables have been shown net of the allowances for doubtful accounts for rental programs. The allowance is based on 
directly identified accounts that are unlikely to be collected. All allowance accounts are $-0- as of December 31, 2018. 
 
Notes, loans, and mortgages receivable Current and Noncurrent 
The notes, loans, and mortgages receivable balance are made up of amounts owed on one of two different types of 
transactions. The first type of transaction is amounts owed by clients who have signed a repayment agreement for amounts 
either past due or amounts they owe due to an increase in earned income. The second type of transaction is amounts owed 
by individuals who have signed a mortgage agreement with the Authority for rehabilitation work completed on the individual’s 
residence and paid for by the Authority. Receivables are considered current if the amount owed is due within 12 months 
and noncurrent if the amount owed is due in more than 12 months.  
 
Other 
Other receivables are categorized in this group if they do not meet any of the criteria of the other two receivable categories. 
 
DUE FROM/DUE TO OTHER FUNDS 
During the course of operations, numerous transactions occur between individual programs for goods provided or services 
rendered. These receivables and payables are classified as “due from/due to other funds" on the combining statement of 
net position and have been eliminated in the basic financial statements. 
 
DUE FROM OTHER GOVERNMENTS 
 
Due from other governments is grant money receivable from state, federal, and local governments. 
 
PREPAID ITEMS 

 
Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as prepaid items. 
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OLMSTED COUNTY HOUSING AND REDEVELOPMENT AUTHORITY  
NOTES TO FINANCIAL STATEMENTS 

DECEMBER 31, 2018 
 
RESTRICTED ASSETS 
 
Certain resources are set aside for repayment and are classified as restricted assets on the Statement of Net Position 
because their use is limited by bond covenants or escrow and security deposit agreements. It is the Authority’s policy to first 
use restricted assets when both current and restricted assets are available to finance expenses. 
 
CAPITAL ASSETS 
Purchased capital assets are valued at historical cost. Donated capital assets are valued at their estimated fair value on the 
date donated. 
 
The cost of normal maintenance and repairs that do not add to the value of the assets or materially extend assets’ lives are 
not capitalized. 
 
Depreciation of all exhaustible capital assets used by Proprietary Funds is charged as an expense against operations. 
Capital assets are reported net of accumulated depreciation. Depreciation has been provided over the assets estimated 
useful lives using the straight-line method. The capitalization threshold is $5,000 for all capital assets. The estimated useful 
lives are: 
 
Buildings  25 to 50 years 
Improvements    4 to 25 years 
Equipment    2 to 20 years 
 
DEFERRED OUTFLOWS/INFLOWS OF RESOURCES 
In addition to assets, the statement of financial position will sometimes report a separate section for deferred outflows of 
resources. This separate financial statement element represents a consumption of net position that applies to a future period 
and will not be recognized as an outflow of resources (expense) until then. The Authority has only one type of item that 
qualifies for reporting in this category. It is the deferred loss on refunding of bonds. A deferred charge on refunding results 
from the difference in the carrying value of refunded debt and its reacquisition price. This amount is deferred and amortized 
over the life of the debt. 
 
In addition to liabilities, the statement of financial position will sometimes report a separate section for deferred inflows of 
resources. This separate financial statement element represents an acquisition of net position that applies to a future period 
and will not be recognized as an inflow of resources (revenue) until then. The Authority has no items that qualify for reporting 
in this category. 
 
LIABILITIES 
Proprietary Fund Types record both long and short-term liabilities of the fund. 
 
NET POSITION 
The net position section is divided into the following three sections: 
 
Net investment in capital assets is the total capital assets net of accumulated depreciation and any debt related to those 
capital assets. 
 
Restricted indicates a portion of net position that has been legally segregated for a specific purpose. 
 
Unrestricted indicates the portion of net position which is available for budgeting and expending in future periods. 
 
CONDUIT DEBT OBLIGATIONS 
Occasionally, the Authority has agreed to be a conduit for the issuance of debt for other governments or non-profit 
organizations to provide financial assistance for the acquisition or construction of equipment and facilities. The bonds are 
secured by the property financed and are payable solely by the other governments or non-profit organizations. The Authority 
is not obligated in any manner for repayment of the bonds. Accordingly, the bonds are not reported as liabilities in the 
accompanying financial statements. 
 

Page 31 of 69



 

 

 
 

OLMSTED COUNTY HOUSING AND REDEVELOPMENT AUTHORITY  
NOTES TO FINANCIAL STATEMENTS 

DECEMBER 31, 2018 
 
CHANGE IN REPORTING ENTITY 
Prior to 2018, the Rochester New Hope Corporation was not reported as a blended component unit of the Authority. As of 
2018, all eight members of the Rochester New Hope Corporation board are appointed by the Authority Board. For this 
reason and the Authority having operational responsibility for the Rochester New Hope Corporation, it has been determined 
the Rochester New Hope Corporation is a blended component unit of the Authority. The beginning balances in the capital 
asset and debt footnotes will reflect the addition of the Organization as part of the Authority reporting entity. 
 

Note 1 Change in Reporting Entity 
 Total 
Net Position, Jan 1, 2018 as previously reported       5,129,414  
  

Change in reporting entity         353,964  
  

Net Position, Jan 1, 2018 as restated       5,483,378  
 
B. CASH, DEPOSITS AND INVESTMENTS 
 
Deposits and Investments 

 
The following is a reconciliation of the Authority’s total cash and investments as shown on the Statement of Net Position. 

 
Cash and cash equivalents  $          4,310,662  
Operating reserve                 346,122  
Restricted cash, cash equivalents, and investments 

Security deposits and escrows                 132,109  
Replacement reserve fund                 249,794  
Debt service reserve account                 125,040  
Debt service account                 104,362  
Grant restricted                   19,892  
Rehab levy reserve                   98,216  
Residual receipts reserve                     7,064  

Total cash and investments  $          5,393,261  
 

Deposits  $          4,939,726  
Investments                 453,535  

Total cash and investments  $          5,393,261  
 
Deposits 
 
Minnesota Statutes Chapter 118A.03 requires all deposits be protected by insurance, surety bond, or collateral. The market 
value of collateral pledged shall be at least ten percent more than the amount on deposit plus accrued interest at the close 
of the financial institution’s banking day, not covered by insurance or bonds. 
 
Authorized collateral includes treasury bills, notes and bonds issues of U.S. government agencies general obligations rated 
“A” or better, revenue obligations rated “AA” or better irrevocable standby letters of credit issued by the Federal Home Loan 
Bank and certificates of deposit. Minnesota Statutes require that securities pledged as collateral be held in safekeeping in 
a restricted account at the Federal Reserve Bank or in an account at a trust department of a commercial bank or other 
financial institution that is not owned or controlled by the financial institution furnishing the collateral. 
 
At December 31, 2018, none of the Authority’s deposits were subject to custodial credit risk. The Authority held deposits 
are insured or collateralized by third party institutions and are, therefore not subject to custodial credit risk.

Page 32 of 69



 

 

 
OLMSTED COUNTY HOUSING AND REDEVELOPMENT AUTHORITY  

NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 2018 

 
Investments 
 
Minnesota Statutes Section 118A.04 and .05 generally authorize the following types of investments available to the 
Authority: 
 
 securities which are direct obligations or are guaranteed or insured issues of the United States, its agencies, its 

instrumentalities, or organizations created by an act of Congress, except mortgage-backed securities defined as “high-
risk” by Minnesota Statute 118A.04, subd. 6 

 mutual funds through shares of registered investment companies provided the mutual fund received certain ratings 
depending on its investments 

 general and revenue obligations of any state or local government with taxing powers and obligations of the Minnesota 
finance housing agency provided such obligations have certain specified bond ratings by a national bond rating service 

 time deposits that are fully insured by the Federal Deposit Insurance Corporation or bankers' acceptances of U.S. banks 
 commercial paper issued by U.S. corporations or their Canadian subsidiaries that is rated in the highest quality category 

by two nationally recognized rating agencies and matures in 270 days or less 
 with certain restrictions: 

o repurchase agreements 
o securities lending agreements 
o joint powers investment trusts 
o guaranteed investment contracts (GIC) 
o temporary general obligation bonds 

 
Interest Rate Risk – Interest rate risk is the risk that changes in interest rates of debt investments could adversely affect the 
fair value of an investment. The Authority does not have a formal investment policy that addresses interest rate risks. 
 
Credit Risk – Credit risk is the risk that an issuer or other counterparty to an investment will be unable to fulfill its obligation 
to the holder of the investment. State law limits investments to those listed above. The Authority does not have a formal 
investment policy that further limits the ratings of their investments. 
 
Custodial Credit Risk – For investments in securities, custodial credit risk is the risk that in the event of failure of the 
counterparty to a transaction, the Authority will not be able to recover the value of its investment securities that are in the 
possession of an outside party. Investments in investment pools and money markets are not evidenced by securities that 
exist in physical or book entry form, and therefore are not subject to custodial credit risk disclosures. At December 31, 2018, 
none of the Authority’s investments were subject to custodial credit risk. 
 
The following Table represents the Authority’s investment balances at December 31, 2018 and information relating to 
potential investment risks. 

 

 Credit Risk 
Concentration 

Risk  

Interest 
Rate 
Risk 

Carrying 
(Fair) Value 

Instrument Type 
Credit 

Ratings 
Rating 
Agency 

Over 5 Percent 
of Portfolio  

Maturity 
Date 

 

Investment pools/mutual funds 
Wells Fargo Advantage Government     
Money Market 

AAAm  Moody’s  N/A  N/A  $   453,535 

 
N/A – Not Applicable 
 
The Authority has some funds on deposit with Olmsted County - Additional disclosures required by GASB Statement No. 
40, "Deposit and Investment Risk Disclosures," are disclosed on an entity-wide basis in the Olmsted County Financial 
Report for the year ended December 31, 2018. 
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OLMSTED COUNTY HOUSING AND REDEVELOPMENT AUTHORITY  
NOTES TO FINANCIAL STATEMENTS 

DECEMBER 31, 2018 
 

C. RECEIVABLES 
 
Receivable balances at December 31, 2018 consisted of the following: 

 
Accounts Receivable  $   64,048  

Allowance for Doubtful Accounts               -  

Net Accounts Receivable  $   64,048  
  
Due from Other Governments  
Federal  $ 231,755  

State      25,364  

Local      86,364  

Total  $ 343,483  

 
 
D. CAPITAL ASSETS 

 
Capital asset activity for the year ended December 31, 2018 was as follows: 

 
Business-type activities Beginning  Ending 

 Balance Increases Decreases Transfers Balance 

Capital assets, not being depreciated:   
Land $  2,020,423 $              - $     (8,550) $       24,700 $   2,036,573 

Construction in progress                   - 241,279                 -                     -        241,279 

Total capital assets not being depreciated  $  2,020,423 $  241,279 $     (8,550) $        24,700 $   2,277,852 
 

Capital assets, being depreciated: 

Building $19,472,726 $              - $   (79,087) $      623,698 $ 20,017,337 

Improvements other than     building        247,026 19,500                 -                     -        266,526 

Equipment        342,792 -                 -            11,209        354,001 

Total capital assets being depreciated  $20,062,544 $    19,500 $   (79,087) $      634,907 $ 20,637,864 

Total assets  $22,082,967 $  260,779 $   (87,637) $      659,607 $ 22,915,716 
 

Less accumulated depreciation for: 

Building $ (8,728,540) $(377,106) $     51,630 $   (354,049) $ (9,416,062) 

Improvements other than building       (229,618) (5,090)                 -                     -       (234,708) 

Equipment       (231,258) (34,834)                 -       (7,348)       (265,443) 

 Total accumulated depreciation  $ (9,189,416) $(417,030) $    51,630  $    (361,397) $ (9,916,213) 
 

 Total capital assets, being depreciated, net  $10,873,128 $(397,530) $  (27,457) $       273,510 $ 10,721,651 
 

Capital assets, net $12,893,551 $(156,251) $  (36,007) $       298,210 $ 12,999,503 
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OLMSTED COUNTY HOUSING AND REDEVELOPMENT AUTHORITY  
NOTES TO FINANCIAL STATEMENTS 

DECEMBER 31, 2018 
 

E. UNEARNED REVENUE 
 

The unearned revenue for the Authority represents receipt of payment from prepaid rent and uncollected but charged 
security deposits and the balance as of December 31, 2018 is $22,589. 

 
 

F. ESCROW PAYABLE AND SECURITY DEPOSITS 
 
The Family Self-Sufficiency program requires the Authority to place a portion of the rent from qualified tenants in an escrow 
account. Upon successful completion of the program, the qualified tenant is entitled to the amount in the escrow plus accrued 
interest. If the tenant does not complete the program the Authority removes the amount from escrow and records it as 
income. Security deposits are held for tenants in rental units.  
 

Escrow Payable $   20,495  

Security Deposits    111,374  

Net Escrow Payable and Security Deposits $ 131,869  

 
 

G. LONG TERM DEBT 
 

Long term debt activity for the year ended December 31, 2018 was as follows: 
 

DEBT ACTIVITY     
     

 Beginning  Ending  Due within Long 

 Balance  Increases Decreases Balance  12 months Term 

Bonds Payable $     910,000   $             -   $   (90,000)   $     820,000    $     90,000  $     730,000 

Mortgages Payable     537,033                 -   (8,402)  528,631           8,897       519,734 

Deferred Repayment Mortgages 3,708,547                 -                 -    3,708,547                  - 3,708,547 

Deferred Forgivable Mortgages 7,160,055                 -        (6,725)      7,153,330       46,000 7,107,330 

Premium on Bonds 6,486                 -           (770)             5,716                  - 5,716 

Total Long Term Debt $12,322,121   $             -  $ (105,897)  $12,216,224    $   144,897 $12,071,327 

 
General Obligation Governmental Housing Refunding Bonds 
 
The Authority issued general obligation governmental housing refunding bonds to refund general obligation housing bonds 
to reduce future debt service payments. 
 
The general obligation government housing refunding bonds outstanding are as follows: 

 
BONDS PAYABLE    

    

 
Date 

Issued 
Interest 
Rates 

Original 
Issue 

Final 
Maturity  Balance 

Authority 
Program 

General Obligation Governmental 
Housing Refunding Bonds, 2010A 

6/10/2010  2.00 - 
3.70% 

 $ 1,475,000  1/1/2026  $ 820,000  River's 
Edge 
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OLMSTED COUNTY HOUSING AND REDEVELOPMENT AUTHORITY  
NOTES TO FINANCIAL STATEMENTS 

DECEMBER 31, 2018 
 

Mortgages Payable 
 
The Authority entered into mortgage agreements with these mortgagors. The payments are due in monthly installments. 
 
The mortgages payable outstanding are as follows: 

 
MORTGAGES PAYABLE    
    

 
Date 

Issued 
Interest 
Rates 

Original 
Issue 

Final 
Maturity  Balance 

Authority 
Program 

U.S. Department of Agriculture - 
Rural Development 

3/22/2005  5.75%  $197,498  3/1/2045   $ 171,005  Rolling 
Heights    

U.S. Department of Agriculture - 
Rural Development 

3/22/2005  5.75%     412,502  3/1/2045   357,626  Rolling 
Heights 

Total Mortgages Payable   $  528,631 
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OLMSTED COUNTY HOUSING AND REDEVELOPMENT AUTHORITY  
NOTES TO FINANCIAL STATEMENTS 

DECEMBER 31, 2018 
 

Deferred Repayment Mortgages 
 
The Authority entered into deferred repayment mortgage agreements with these mortgagors. If there is no default or transfer 
of the property, the full amount is due upon the earliest of the satisfaction of the properties first mortgages or the final 
maturity. 
 
The deferred repayment mortgages outstanding are as follows: 

 

 
Date 

Issued 
Interest 
Rates 

Original 
Issue 

Final 
Maturity  Balance 

Authority 
Program 

First Homes Properties 5/16/2002  0.00%   $585,000  5/16/2032   $  585,000  River's 
Edge 

Greater Minnesota Housing Fund 5/16/2002  0.00%     21,450  5/16/2032       221,450  River's 
Edge 

Minnesota Housing Finance Agency - 
Economic Development and Housing 
Challenge Program 

5/16/2002  0.00%     35,000  5/16/2032       635,000  River's 
Edge 

Minnesota Housing Finance Agency - 
Preservation Affordable Rental 
Investment Fund Program 

3/22/2005  0.00%    200,000  3/22/2035       200,000  Rolling 
Heights 

Minnesota Housing Finance Agency - 
HOME Rental Rehabilitation Program 

8/25/2006  0.00%     96,000  3/22/2035       196,000  Rolling 
Heights 

Olmsted County  9/15/2006  0.00%    123,900  9/15/2026       123,900  The 
Francis 

Minnesota Housing Finance Agency - 
Ending Long-Term Homelessness 
Initiative Fund Program 

9/15/2006  0.00%    170,197  9/15/2026       170,197  The 
Francis 

Greater Minnesota Housing Fund 9/15/2006  0.00%    255,000  9/15/2036       255,000  The 
Francis 

Minnesota Housing Finance Agency - 
HOME Rental Rehabilitation Program 

9/15/2006  0.00%    252,000  9/15/2026       252,000  The 
Francis 

Minnesota Housing Finance Agency - 
Rental Rehabilitation Deferred Loan 
Pilot Program 

7/29/2015  0.00%      35,000  7/29/2025         35,000  Rental 
Property 

Minnesota Housing Finance Agency - 
Rental Rehabilitation Deferred Loan 
Pilot Program 

8/26/2015  0.00%      35,000  8/26/2025         35,000  Rental 
Property 

Minnesota Housing Finance Agency - 
Home Targeted Program 

5/3/1996  1.00%    229,201  5/3/2026       229,201  Bandel 
Hills 

Minnesota Housing Finance Agency - 
Affordable Rental Investment Fund 

5/3/1996  1.00%    770,799  5/3/2026       770,799  Bandel 
Hills 

Total Mortgages Payable   $3,708,547 
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OLMSTED COUNTY HOUSING AND REDEVELOPMENT AUTHORITY  

NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 2018 

 
Deferred Forgivable Mortgages 
 
The Authority entered into deferred forgivable mortgage agreements with these mortgagors. If there is no default or transfer 
of the property and all program requirements are met the debt will be forgiven on the final maturity date. 
 
The deferred forgivable mortgages outstanding are as follows: 
 

 
Date 

Issued 
Interest 
Rates 

Original 
Issue 

Final 
Maturity  Balance 

Authority 
Program 

Minnesota Housing Finance Agency - 
Publicly Owned Permanent 
Supportive Housing Program 

9/15/2006  0.00%  1,469,805  9/15/2026  $1,469,805   The 
Francis 

            
Minnesota Housing Finance Agency - 
Quick Start Disaster Recovery 
Program 

6/15/2009  0.00%       46,000  6/15/2019         46,000   Rental 
Property 

            
Minnesota Housing Finance Agency - 
Housing Trust Fund Long-Term 
Homelessness Initiative Fund 
Program 

12/9/2010  0.00%     888,945  12/9/2040    888,945   
Silver 
Creek 
Corner 

            

Minnesota Housing Finance Agency - 
Publicly Owned Housing Program 

12/9/2010  0.00%  4,703,305  12/10/2030   4,703,305   
Silver 
Creek 
Corner 

            
Minnesota Housing Finance Agency - 
Publicly Owned Housing Program 

6/27/2013  0.00%       52,000  6/27/2033         45,275   Rental 
Property 

Total Mortgages Payable   $7,153,330  

 
Annual debt service requirements to maturity for general obligation bonds and mortgages are as follows: 

Year Ending  Bonds Payable Mortgage Payable 

Deferred 
Repayment 
Mortgages  

Deferred 
Mortgages 
Forgivable 

12/31  Principal  Interest Principal Interest Principal  Principal 

2019   $    90,000    $    26,390  $     8,898  $    30,165  $             -    $    46,000 
2020       100,000         23,465         9,423       29,639                 -                   - 
2021       100,000         20,265         9,979       29,083                 -                   - 
2022       100,000         16,965       10,569       28,493                 -                   - 
2023       100,000         13,590       11,193       27,869                 -                   - 

2024 - 2028       330,000         18,415       66,692      128,620   1,616,097     1,469,805 
2029 - 2033                 -                  -       88,844      106,466   1,441,450     4,748,580 
2034 - 2038                 -                  -      118,356       76,954      651,000                   - 
2039 - 2043                 -                  -      157,671       37,638                 -        888,945 
2044 - 2048                 -                  -       47,009         1,822                 -                   - 

  Total   $  820,000    $  119,090  $  528,631  $  496,749 $3,708,547   $7,153,330 

 
Conduit Debt 
 
The Authority has issued several conduit debt instruments. These bonds and leases have been used by the obligor entities 
to finance buildings and/or equipment and do not constitute an indebtedness of the Authority. These debt instruments have 
not been reported as a liability in the accompanying financial statements and are payable solely from funds generated by 
the entities that are the obligors under the debt instruments. The balance outstanding as of December 31, 2018 is 
$10,653,852. 
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OLMSTED COUNTY HOUSING AND REDEVELOPMENT AUTHORITY  
NOTES TO FINANCIAL STATEMENTS 

DECEMBER 31, 2018 
 

 
H. SEGMENT INFORMATION 
 
The Authority has two segments to report. The first is Rolling Heights project for which mortgages were issued to finance 
the purchase of a 16 unit senior housing project for low income residents. The second is River’s Edge for which general 
obligation government housing bonds were issued to finance the construction of a 39 unit apartment complex for moderate 
to low income residents. 
 

 
 

 
  

Condensed Statement of Net Position
Rolling River's

Assets Heights Edge
Current assets 216,339$   942,369$    
Capital assets 688,590     2,270,663   

Total assets 904,929$   3,213,032$ 

Deferred outflow of resources -$             49,829$      

Liabilities
Current liabilities 17,660$     120,365$    
Current liabilities payable from restricted asse 5,642        33,870       
Noncurrent liabilities 915,734     2,177,166   

Total liabilities 939,036$   2,331,401$ 

Net position
Net investment in capital assets (236,041)$  53,326$      
Restricted -               281,809      
Unrestricted 201,934     596,325      

Total net position (34,107)$    931,460$    

Condensed Statement of Revenues, Expenses, and Changes in 
Net Position

Rolling River's
Heights Edge

Charges for services 52,347$     382,895$    
Operating grants 53,729      -                
Depreciation expenses (15,614)     (59,284)      
Other operating expense (68,499)     (201,710)     

Operating income 21,963$     121,901$    
Nonoperating revenues (expenses)

Investment Income 225           4,745         
Interest expense (30,621)     (33,687)      

Changes in net position (8,433)$     92,959$      
Beginning net position (25,674)     838,501      
Ending net position (34,107)$    931,460$    
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OLMSTED COUNTY HOUSING AND REDEVELOPMENT AUTHORITY  
NOTES TO FINANCIAL STATEMENTS 

DECEMBER 31, 2018 
 

 
 
I. RESTRICTED NET POSITION 
 
Net Restricted Position balances at December 31, 2018 consisted of the following: 
 

 
 

J. EMPLOYEE BENEFITS 
 
The Authority contracts with Olmsted County for all staff needs. 
 
 
K. RISK MANAGEMENT 
 
The Authority is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; errors and 
omissions; and natural disasters. The Authority continues to carry commercial insurance to cover all related risks. The 
Authority continues to reassess their insurance coverage on their buildings and property every year. The Authority has not 
incurred claims in excess of their insurance coverage for the last three years. 
 
  

Condensed Statement of Cash Flows
Rolling River's

Net cash flows from: Heights Edge
Operating activities 42,859$     176,465$    
Capital and related financing activities (39,062)     (119,088)     
Investing activities 225           4,745         

Net increases (decreases) 4,022        62,122       
Cash and cash equivalents 212,314     873,955      
Ending cash and cash equivalents 216,336$   936,077$    

Program Reason Amount

Housing Choice Voucher
Unspent housing assistance 
payment revenue from HUD

19,892$      

The Francis
MHFA held replacement reserve 
held for future nonroutine 
maintenance

41,004        

New Hope Corporation
Authority held funds for replacement 
reserve and residual receipts, both 
held as required by HUD

40,817        

River's Edge
Held by the trustee for any 
replacement reserve and debt 
service requirements set by the debt

281,809      

Silver Creek Corner
MHFA held replacement reserve 
held for future nonroutine 
maintenance

122,630      

506,152$     
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OLMSTED COUNTY HOUSING AND REDEVELOPMENT AUTHORITY  
NOTES TO FINANCIAL STATEMENTS 

DECEMBER 31, 2018 
 
L. SUBSEQUENT EVENT 

 
In November of 2018, the OCHRA Board accepted $986,102 of Publicly Owned Housing Program funds from Minnesota 
Housing awarded in April 2018. This program has been authorized by the MN Legislature for the purpose of providing 
funding to public housing authorities for the rehabilitation and preservation of public housing. This funding will operate as a 
loan program in the form of a 20-year deferred forgivable loan. These funds, along with the pledged 20% match from the 
HRA, will be used to replace roofs, windows, and siding, and install AC sleeves, at all units located in Homestead Terrace 
and Homestead Green. Work related to this funding will begin in early 2019.  
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SUPPLEMENTARY SCHEDULES 
 
 

The Authority’s programs are described as follows: 
 
Public Housing is Authority owned rental units used to account for financial activities relating to families that 
need financial assistance for housing. 
 
Housing Choice Voucher are housing assistance payments used to account for financial activities relating to 
families that are hard to house and that need financial assistance for housing. 
 
State and Local is used to account for financial activities relating to families that need financial assistance for 
housing and rehab work. 
 
The Francis is Authority owned rental units used to account for financial activities relating to permanent 
supportive housing for the homeless. 
 
Rolling Heights is Authority owned rental units used to account for financial activities relating to affordable 
housing for low income elderly and disabled. 
 
New Hope Corporation owns the Northgate Apartments, and is a blended component unit of the Authority. Rochester New 
Hope Corporation operates a 12 unit apartment complex which provides handicapped persons with housing facilities and 
services especially designed to meet their physical, social, and psychological needs. 
 
Rental Property is Authority owned rental units used to account for financial activities relating to families that 
need low to moderate housing. 
 
River’s Edge is Authority owned rental units used to account for financial activities relating to families that 
need low to moderate housing. 
 
Bandel Hills is Authority owned rental units used to account for financial activities relating to affordable housing 
for low income housing. 
 
Silver Creek Corner is Authority owned rental units used to account for financial activities relating to 
individuals that need inebriate permanent supportive housing. 
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OLMSTED COUNTY HOUSING AND REDEVELOPMENT AUTHORITY 
Rochester, Minnesota 

COMBINING STATEMENT OF NET POSITION 
DECEMBER 31, 2018 

       

ASSETS AND DEFERRED OUTFLOWS OF RESOURCES 
PUBLIC 

HOUSING 

HOUSING 
CHOICE 

VOUCHERS 
STATE AND 

LOCAL   
THE 

FRANCIS 
ROLLING 
HEIGHTS 

NEW HOPE 
CORPORATION 

       
CURRENT ASSETS 
 Cash and cash equivalents $      300,135 $        21,567 $   1,992,202 $         7,756 $      210,694 $            12,274 
 Cash and cash equivalents operating reserve                   -                     -                   -         170,176                 -                   - 
 Receivables 
  Tenants            5,912                     -                   -            1,188                 3               533 
  Current notes, loans, and mortgages receivable             3,104            30,282              1,736             -                  -                - 
  Other            -           11,217            1,627                   -                 -               449 
 Due from other governments          81,710         131,373          71,004          14,901                 -                   424 
 Due from other programs                   -                     -        116,013                 -                 -            - 
 Prepaid expenses            3,394                    -                   -               374                 -                   - 
 Cash and cash equivalents - restricted 
  Security deposits and escrows          53,554          20,495                   -            1,544          5,642          3,278 
  Replacement reserve fund                   -                     -                   -          41,004                 -                 33,753 
  Debt service reserve account                   -                    -                   -                   -                 -                   - 
  Debt service account                   -                     -                   -                   -                 -                   - 
  Grant restricted                   -          19,892                   -                   -                 -                   - 
  Rehab levy reserve                   -                     -          98,216                   -                 -                   - 
  Residual receipts reserve                   -                     -                   -                   -                 -                   7,064 

   TOTAL CURRENT ASSETS        447,809         234,826      2,280,798         236,943       216,339        57,775 
      
NONCURRENT ASSETS 
  Land      1,021,089                     -                   -          80,853       132,500        24,700 
  Construction in progress        241,279                     -                   -                   -                 -                   - 
  Buildings and improvements      4,968,248                     -                   -      2,210,161       775,591      623,698 
  Equipment          94,148                     -        120,765                   -                 -                 11,209 
  Less accumulated depreciation    (4,219,342)                     -       (102,650)      (555,466)      (219,501)       (377,774) 
  Noncurrent notes, loans, and mortgages receivable            7,961            4,983        541,848                   -                 -                   - 
  Accrued interest receivable                   -                     -            7,120                   -                 -                   - 

   TOTAL NONCURRENT ASSETS      2,113,383             4,983        567,083      1,735,548       688,590      281,833 

               
    TOTAL ASSETS      2,561,192         239,809      2,847,881      1,972,491       904,929      339,608 
      
DEFERRED OUTFLOWS OF RESOURCES 
 Deferred charges on bonds                   -                     -                   -                   -                 -                   - 

      

    
TOTAL ASSETS AND DEFERRED 
OUTFLOWS OF RESOURCES $   2,561,192 $      239,809 $   2,847,881 $  1,972,491 $      904,929 $          339,608 

 
(Continued) 
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OLMSTED COUNTY HOUSING AND REDEVELOPMENT AUTHORITY 
Rochester, Minnesota 

COMBINING STATEMENT OF NET POSITION - Continued 
DECEMBER 31, 2018 

       
     BUSINESS ACTIVITIES      

ASSETS AND DEFERRED OUTFLOWS OF RESOURCES 
RENTAL 

PROPERTY 
RIVER’S 
EDGE 

BANDEL 
HILLS   

SILVER CREEK 
CORNER 

ELIMINATING 
ENTRY TOTAL 

       
CURRENT ASSETS 
 Cash and cash equivalents $      613,742 $      634,268 $        479,160  $          38,864 $                    - $   4,310,662  
 Cash and cash equivalents operating reserve                   -                     -            -          175,946                 -         346,122 
 Receivables  
  Tenants            920      6,292                  578             -                 -          15,426 
  Current notes, loans, and mortgages receivable             207       -                    -              -                  -           35,329 
  Other            -           -            -                  -                 -          13,293 
 Due from other governments          -         -          -       44,071                 -        343,483 
 Due from other programs            9,213                     -        -                  -        (125,226)           - 
 Prepaid expenses            -                    -            -                137,790                 -         141,558 
 Cash and cash equivalents - restricted  
  Security deposits and escrows          14,501          20,000             13,095             -          -        132,109 
  Replacement reserve fund          -          52,407            -           122,630                 -        249,794 
  Debt service reserve account -           125,040                   -                    -                 -        125,040 
  Debt service account -         104,362                   -                    -                 -         104,362 
  Rehab levy reserve                    -                      -           -                     -                  -            19,892 
  Rehab levy reserve                   -                     -          -                    -                 -           98,216 
  Residual receipts reserve                   -                     -                   -                -                 -            7,064 

   TOTAL CURRENT ASSETS 638,583           942,369      492,833          519,301       (125,226)    5,942,350 
       
NONCURRENT ASSETS  

  Land      312,612 
  

255,000 
   

209,819           -       -  2,036,573 
  Construction in progress        -                     -                   -                    -                 -        241,279 
  Buildings and improvements      1,469,788 3,201,542          2,058,012       4,976,823       -   20,283,863 
  Equipment          -        -        127,879                  -                 -         354,001 
  Less accumulated depreciation    (773,933)    (1,185,879)      (1,784,913)        (696,755)      -    (9,916,213) 
  Noncurrent notes, loans, and mortgages receivable            -            -        -                    -                 -        554,792 
  Accrued interest receivable                   -                     -            -                    -                 -             7,120 

   TOTAL NONCURRENT ASSETS      1,008,467     2,270,663        610,797       4,280,068       -    13,561,415 

               
    TOTAL ASSETS      1,647,050    3,213,032      1,103,630       4,799,369       (125,226)   19,503,765 
       
DEFERRED OUTFLOWS OF RESOURCES  

 Deferred charges on bonds           - 
  

49,829                   -                    -                 -          49,829 

       

    
TOTAL ASSETS AND DEFERRED 
OUTFLOWS OF RESOURCES $   1,647,050 $   3,262,861 $     1,103,630  $        4,799,369 $      (125,226) $ 19,553,594 

 
(Continued) 
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OLMSTED COUNTY HOUSING AND REDEVELOPMENT AUTHORITY 
Rochester, Minnesota 

COMBINING STATEMENT OF NET POSITION 
DECEMBER 31, 2018 

      

LIABILITIES AND NET POSITION 
PUBLIC 

HOUSING 

HOUSING 
CHOICE 

VOUCHERS 
STATE AND 

LOCAL  
THE 

FRANCIS 
ROLLING 
HEIGHTS 

NEW HOPE 
CORPORATION 

CURRENT LIABILITIES 
 Accounts payable $         9,045 $            8,827  $        3,527  $        5,369 $           4,029 $            788 
 Current portion of accrued interest                   -                      -                   -                   -             825                   - 
 Unearned revenue            9,403                       -                   -               465             213            9 
 Due to other programs                   -           116,013                   -            8,381                 -                - 
 Due to other governments          34,721             18,407          51,248            4,098          3,696          1,572 
 Current portion of notes payable                   -                      -                   -                   -          8,897                   - 
 Current liabilities payable from restricted assets 
  Interest payable                   -                     -                   -                   -                 -                   - 
  Tenants' security deposits          53,554                     -                   -           1,544          5,642          3,038 

   TOTAL CURRENT LIABILITIES        106,723          143,247        54,775         19,857         23,302          5,407 

    
NONCURRENT LIABILITIES 
 Tenant' FSS escrow                   -            20,495                   -                   -                 -                   - 
 Notes payable                   -                      -                   -    2,270,902       915,734        - 
 Accrued interest                    -                       -                    -     -       -         - 
 Rehabilitation Liability                   -                       -          98,216                   -                 -                   - 

   TOTAL NONCURRENT LIABILITIES                   -           20,495      98,216   2,270,902       915,734        - 

                
    TOTAL LIABILITIES        106,723         163,744    152,991   2,290,759       939,036        5,407 
          
NET POSITION 
 Net investment in capital assets $  2,105,422 $                    - $      18,115  $ (535,354) $    (236,041) $     281,833 
 Restricted                   - 19,892                   -          41,004                 -                 40,817 
 Unrestricted         349,047          56,175  2,676,775       176,082       201,934        11,551 

    TOTAL NET POSITION    2,454,469            76,067  2,694,890    (318,268)        (34,107)             334,201 

     
    TOTAL LIABILITIES AND NET POSITION $  2,561,192 $       239,809 $ 2,847,881  $1,972,491 $      904,929 $   339,608 

 
(Continued) 
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OLMSTED COUNTY HOUSING AND REDEVELOPMENT AUTHORITY 
Rochester, Minnesota 

COMBINING STATEMENT OF NET POSITION 
DECEMBER 31, 2018 

      
     BUSINESS ACTIVTIES     

LIABILITIES AND NET POSITION 
RENTAL 

PROPERTY 
RIVER’S 
EDGE 

BANDEL 
HILLS  

SILVER CREEK 
CORNER 

ELIMINATING 
ENTRY TOTAL 

CURRENT LIABILITIES 
 Accounts payable $         5,105 $            7,907  $      1,553  $        35,385  $                   - $        81,535 
 Current portion of accrued interest                   -          -        -                   -             -         825 
 Unearned revenue            5,720              5,083           1,696               -             -         22,589 
 Due to other programs                   -           -              832            -         (125,226)                - 
 Due to other governments          10,096             17,375          -            10,788          -        152,001 
 Current portion of notes payable         46,000            90,000                   -                   -          -      144,897 
 Current liabilities payable from restricted assets 
  Interest payable         -            13,870                   -                   -                 -          13,870 
  Tenants' security deposits          14,501            20,000        13,095           -          -        111,374 

   TOTAL CURRENT LIABILITIES        81,422          154,235      17,176       46,173         (125,226)        527,091 

   
NONCURRENT LIABILITIES 
 Tenant' FSS escrow                   -            -                   -                   -                 -          20,495 
 Notes payable  115,275       2,177,166    1,000,000    5,592,250       -   12,071,327 
 Accrued interest   -        -     220,000     -        -    220,000 
 Rehabilitation Liability                   -                       -          -                   -                 -          98,216 

   TOTAL NONCURRENT LIABILITIES 115,275      2,177,166   1,220,000   5,592,250       -    12,410,038 

    TOTAL LIABILITIES 196,697 
  

2,331,401    1,237,176   5,638,423       (125,226) 
  

12,937,129 
        
NET POSITION 
 Net investment in capital assets $  1,008,467 $      53,326 $  (389,203) $         (696,755) $                    - $   1,609,810 
 Restricted        -          281,809       -         122,630                 -         506,152 
 Unrestricted         441,886          596,325  255,657     (264,929)       -     4,500,503 

    TOTAL NET POSITION    1,450,353  931,460  (133,546)  (839,054)        -      6,616,465 

    
    TOTAL LIABILITIES AND NET POSITION $  1,647,050 $    3,262,861 $ 1,103,630 $      4,799,369 $      (125,226) $ 19,553,594 
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OLMSTED COUNTY HOUSING AND REDEVELOPMENT AUTHORITY 
Rochester, Minnesota 

COMBINING STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION 
FOR THE YEAR ENDED DECEMBER 31, 2018 

     
                  

     
PUBLIC 

HOUSING 

HOUSING 
CHOICE 

VOUCHERS 
STATE AND 

LOCAL   
THE 

FRANCIS 
ROLLING 
HEIGHTS 

NEW HOPE 
CORPORATION 

OPERATING REVENUES 
 Charges for services 
  Dwelling rental  $    432,357  $             -  $               -  $     22,960  $    48,147  $           29,007 
  Other fees and operating revenue          112,634      321,907        151,558                 -         4,200          7,997 

   Total charges for services        544,991      321,907        151,558         22,960        52,347        37,004 
 
 Intergovernmental revenue 
  Federal         367,249   3,598,972                   -         88,942        53,729               37,037 
  State                    -                 -        102,474         30,000                -                  - 

   Total intergovernmental revenue        367,249   3,598,972        102,474       118,942        53,729               37,037 
 
    TOTAL OPERATING REVENUE        912,240   3,920,879      254,032       141,902      106,076        74,041 
 
OPERATING EXPENSES 
  Administrative        228,722      662,247        543,047         74,347        23,238          18,085 
  Tenant services            1,271          2,618                   -                 -                -                  - 
  Utilities          22,245                 -                   -         26,205         9,133          8,867 
  Maintenance and operations        446,622          1,336            1,870         30,000        29,290          24,767 
  Insurance          42,363              98               193          1,374         3,142          3,409 
  General expenses          19,145          5,991             5,844          5,368         3,696          6,373 
  Housing assistance payments                   -   3,330,664        168,472                 -                -                  - 
  Housing assistance payments - port-in                   -      247,030                   -                 -                -                  - 
  Depreciation          53,810                 -          24,153         43,576        15,614          16,377 

    TOTAL OPERATING EXPENSES        814,178   4,249,984        743,579       180,870        84,113        77,878 
 
    OPERATING INCOME (LOSS)          98,062     (329,105)      (482,427)        (38,968)        21,963          (3,837) 
 
NONOPERATING REVENUES (EXPENSES) 

 Property taxes  -  -  1,744,566  -  -  - 

 Interest income              -                 -            1,734          3,988            225             13 
 Mortgage interest income              -                 -            7,120                 -                 -                 - 
 Gain or loss on sale of property                   -                 -                   -                 -                -        - 
 Operating transfers in        127,440      345,000        -                 -                -                  - 
 Operating transfers out              -                 -       (472,440)                 -                -                  - 
 Interest expense                   -                 -                   -                 -       (30,621)                  - 
 HUD recapture of residual receipts  -  -  -  -  -  (15,939) 

    
NET NONOPERATING REVENUE 
(EXPENSES)        127,440      345,000       1,280,980          3,988       (30,396)        (15,926) 

 
    CHANGE IN NET POSTION        225,502       15,895        791,433        (34,980)        (8,433)        (19,763) 
     
NET POSITION AT BEGINNING OF YEAR     2,228,967        60,172      1,903,457      (283,288)       (25,674) -   
RESIDUAL EQUITY TRANSFER IN  -  -  -  -  -  353,964 
     
NET POSITION AT END OF YEAR  $ 2,454,469  $    76,067  $  2,694,890  $  (318,268)  $   (34,107)  $         334,201 

 
(Continued) 
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OLMSTED COUNTY HOUSING AND REDEVELOPMENT AUTHORITY 
Rochester, Minnesota 

COMBINING STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION - CONTINUED 
FOR THE YEAR ENDED DECEMBER 31, 2018 

       
                  
       BUSINESS ACTIVITIES     

      
RENTAL 

PROPERTY 
RIVER’S 
EDGE 

BANDEL 
HILLS   

SILVER 
CREEK 

CORNER 
ELIMINATING 

ENTRY TOTAL 
OPERATING REVENUES  
 Charges for services  
  Dwelling rental $      216,136 $        379,745 $        185,517 $        302,647  $                    -  $ 1,616,516  
  Other fees and operating revenue          13,069     3,150        2,145        -         -        6,780  

   Total charges for services        229,205      382,895        187,662   302,647        -     2,240,296  
  
 Intergovernmental revenue  
  Federal         -   -        -   117,418        -   4,263,347  
  State                    -                 -        -      56,500                -    188,974  

   Total intergovernmental revenue        -   -        - 173,918        -  4,452,321  
  
    TOTAL OPERATING REVENUE        229,205   382,895     187,662  476,565      -  6,692,617  
  
OPERATING EXPENSES  
  Administrative        80,713      70,504        42,992   264,270        -    2,008,165  
  Tenant services            -          -                   -                 -                -         3,889  
  Utilities          13,139 25,640                16,572  75,741         -       197,542  
  Maintenance and operations        36,376          76,069 47,077         114,353        -       807,760  
  Insurance          10,711      12,080            8,609          10,994         -        92,973  
  General expenses          17,325          17,417           18,288          10,788         -        110,235  
  Housing assistance payments                   -   -        -                 -                -     3,499,136  
  Housing assistance payments - port-in                   -      -                   -                 -                -      247,030  
  Depreciation          32,038         59,284          72,642         99,536        -        417,030  

    TOTAL OPERATING EXPENSES        190,302   260,994        206,180       575,682        -    7,383,760  
  
    OPERATING INCOME (LOSS)         38,903     121,901      (18,518)        (99,117)        -   (691,143)  
  
NONOPERATING REVENUES (EXPENSES)  

Property taxes  -  -  -  -  -  1,744,566 
 Interest income             - 4,745              70          5,585            -         16,360 
 Mortgage interest income             -             -                       -                      -            -         7,120 
 Gain or loss on sale of property         163,551                 -                   -                 -                -        163,551  
 Operating transfers in        -      -        -                 -   (472,440)                  -  
 Operating transfers out              -                 -       -          - 472,440                  -  
 Interest expense -            (33,687)            (20,000)               -       -      (84,308)  
 HUD recapture of residual receipts  -  -  -  -  -  (15,939) 

    NET NONOPERATING REVENUE (EXPENSES)        163,551      (28,942)       (19,930)      5,585      - 1,824,230  
  
    CHANGE IN NET POSTION        202,454       92,959        (38,448)        (93,532)        -    1,133,087  
       
NET POSITION AT BEGINNING OF YEAR     1,247,899       838,501      (95,098)     (745,522)       -    5,129,414  
RESIDUAL EQUITY TRANSFER IN  -  -  -  -  -  353,964 
       
NET POSITION AT END OF YEAR $   1,450,353 $      931,460 $      (133,546) $       839,054  $                    -  $ 6,616,465  
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OLMSTED COUNTY HOUSING AND REDEVELOPMENT AUTHORITY 
Rochester, Minnesota 

COMBINING STATEMENT OF CASH FLOWS 
FOR THE YEAR ENDED DECEMBER 31, 2018 

     

    
PUBLIC 

HOUSING 

HOUSING 
CHOICE 

VOUCHERS  
STATE AND 

LOCAL   
THE 

FRANCIS 
ROLLING 
HEIGHTS 

NEW HOPE 
CORPORATION 

     
CASH FLOWS FROM OPERATING ACTIVITIES  
 Cash received from services and charges  $  534,713  $        296,044    $     112,961  $    25,560  $    52,923  $         35,912  
 Receipts from intergovernmental revenue      306,210        3,481,623          82,705      135,357       53,729                 36,613  
 Payments for contracted personal services    (306,281)         (353,954)    (372,531)                -                -       - 
 Payments to suppliers  (458,724)         (318,535)       (134,082)   (144,115)     (63,793)     (58,188) 
 Payments to landlords                -      (3,577,694)      (168,472)                -                -                 -  

  NET CASH PROVIDED BY (USED IN) OPERATING ACTIVITIES  $    75,918  $     (472,516)  

 $  
($479,419.00

) 
 $   

$16,802.00  $    42,859  $          14,337  
    
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES    
 Acquisition and construction of capital assets  (241,279)                        -                     -                -                -       - 
 Proceeds from sale of capital assets                -                        -                     -                -                -      -  
 Payment of capital debt                -                       -                     -                -     (8,402)         - 
 Interest payments                -                       -                     -                -    (30,660)                 -  

  
NET CASH PROVIDED BY (USED IN) CAPITAL AND RELATED 
FINANCING ACTIVITIES 

  
(241,279) 

   
-                     -                - 

  
(39,062)      -  

    
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES    
 Receipts from property taxes                 -                         -        1,730,199                 -                 -       -  
 Transfer to/from other funds      127,440           461,013       (588,453)      (15,284)                -        -  
 Equity transfers in (out)                 -                         -                 -                 -                 -       57,958  
 Payments in (out) notes, loans, and mortgages receivable                 -                         -        (443,632)                 -                 -                      -   
 HUD recapture of residual receipts                 -                         -                 -                 -                 -       (15,939)  

      NET CASH (USED IN) NON CAPITAL FINANCING ACTIVITIES      127,440           461,013       698,114      (15,284)                -      42,019  
              
    
CASH FLOWS FROM INVESTING ACTIVITIES    
     Interest income (expense)            -                        -              1,734          3,988             225             13 
    
   NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS      (37,921)           (11,503)         220,429         5,506         4,022      56,369  
    
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR      391,610              73,457        1,869,989      214,974      212,314      -  
    
CASH AND CASH EQUIVALENTS AT END OF YEAR  $  353,689  $         61,954    $  2,090,418  $  220,480  $  216,336  $         56,369  
             
             
NON-CASH INVESTING ITEMS             
             
Interest expense includes amounts for:             
     Amortization of bond premiums  $               -  $                   -  $                -    $              -  $             -       $                   - 
     Amortization of deferred loss on bonds  -  -  -  -  -  - 
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OLMSTED COUNTY HOUSING AND REDEVELOPMENT AUTHORITY 
Rochester, Minnesota 

COMBINING STATEMENT OF CASH FLOWS 
FOR THE YEAR ENDED DECEMBER 31, 2018 

     
              
    BUSINESS ACTIVITIES   

    
RENTAL 

PROPERTY 
RIVER’S 
EDGE 

BANDEL 
HILLS 

SILVER CREEK 
CORNER Total 

     

CASH FLOWS FROM OPERATING ACTIVITIES 
 Cash received from services and charges  $  231,712  $  385,061 $ 200,765 $         302,829  $  2,178,480 
 Receipts from intergovernmental revenue                -                -    -          193,640     4,289,877 
 Payments for contracted personal services        (39,124)           (1,409)                -                   -    (1,073,300) 
 Payments to suppliers    (113,423)     (207,187)  (133,886)         (485,517)    (2,117,449) 
 Payments to landlords                -                -                -                   -    (3,746,166) 

  NET CASH PROVIDED BY (USED IN) OPERATING ACTIVITIES 
 $  

$79,165.00  $    176,465 
$   

$66,879.00  $           10,952 
 $  

($468,558.00) 

 
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES 
 Acquisition and construction of capital assets          (19,500)        -                -       -       (260,779) 
 Proceeds from sale of capital assets           199,558                -                -                   -        199,558 
 Payment of capital debt      (6,725)         (90,770)                -                   -       (105,897) 
 Interest payments      -       (28,318)                -              -         (58,978) 

  
NET CASH PROVIDED BY (USED IN) CAPITAL AND RELATED 
FINANCING ACTIVITIES    173,333       (119,088)                -       -       (226,096) 

 
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES 
 Receipts from property taxes                 -                    -        -                 -    1,730,199 
 Transfer to/from other funds       16,430            -        (1,146)                 -              - 
 Equity transfers in (out)                 -                   -                -                 -            57,958 
 Payments in (out) notes, loans, and mortgages receivable                 -                      -        -                 -       (443,632) 
 HUD recapture of residual receipts                 -        -                 -               -         (15,939) 
      NET CASH (USED IN) NON CAPITAL FINANCING ACTIVITIES          16,430       -        (1,146)               -        1,328,586 
 
CASH FLOWS FROM INVESTING ACTIVITIES 
      Interest income (expense)          -       4,745         70           5,585            16,360 
 
   NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS       268,928      62,122      65,803                 16,537       650,292 
 
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR      359,315      873,955    426,452            320,903       4,742,969 
 
CASH AND CASH EQUIVALENTS AT END OF YEAR  $  628,243  $  936,077 $ 492,255  $       337,440  $  5,393,261 
           
NON-CASH INVESTING ITEMS           
Interest expense includes amounts for:           
     Amortization of bond premiums  $             -  $        711  $             -  $                   -  $            711 
     Amortization of deferred loss on bonds  -  (6,718)  -  -  (6,718) 
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OLMSTED COUNTY HOUSING AND REDEVELOPMENT AUTHORITY 
Rochester, Minnesota 

COMBINING STATEMENT OF CASH FLOWS 
FOR THE YEAR ENDED DECEMBER 31, 2018 

     
                

    
PUBLIC 

HOUSING 

HOUSING 
CHOICE 

VOUCHERS  
STATE AND 

LOCAL   
THE 

FRANCIS 
ROLLING 
HEIGHTS 

NEW HOPE 
CORPORATION 

     
RECONCILIATION OF CASH AND CASH EQUIVALENTS PER STATEMENT OF 
CASH FLOWS TO THE STATEMENT OF NET POSITION  
     
Cash and cash equivalents      300,135         21,567      1,992,202         7,756    210,694      12,274  
Cash and cash equivalents - operating reserve                -                   -                     -     170,176                -                 -  
Cash and cash equivalents - restricted       53,554          40,387            98,216       42,548       5,642        44,095  

   CASH AND CASH EQUIVALENTS PER STATEMENT OF NET POSITION  $  353,689 $      61,954   $2,090,418 $  220,480  $216,336  $   56,369  
       
RECONCILIATION OF INCOME FROM OPERATIONS TO NET CASH PROVIDED 
BY OPERATING ACTIVITIES    
       
CASH FLOWS FROM OPERATING ACTIVITIES    
 Operating income (loss)  $    98,062 $   (329,105)  $  (489,547) $  (38,968)  $  21,963  $    (3,837)  
 Adjustments to reconcile operating income (loss) to net cash provided     
 by operating activities    
  Depreciation expense       53,810                   -            24,153       43,576     15,614        16,377  
               
 Changes in assets and liabilities    
  (Increase) decrease in assets    
   Accounts receivable        (7,051)       (25,858)              (992)         1,904          513            (981) 
   Due from other governments      (61,039)      (117,349)        (19,769)       16,415                -                 (424)  
   Notes, Mortgages, Repayment receivable       (7,961)        (4,983)                 -                -                -                 -  
   Prepaid expenses        (3,394)                    -                 290          (374)                -                 1,598  
  (Decrease) increase in liabilities    
   Accounts payable        (3,466)           2,559           (8,729)      (5,201)       1,010          143  
   Unearned revenue         6,902                    -         (37,605)            393          211          (109)  
   Tenant FSS escrow                -            4,978                     -                -                -                 -  
   Tenant security deposits        (2,168)                    -                     -            303         (148)            (2) 
   Due to other governments         2,223          (2,758)           52,780      (1,246)       3,696          1,572  

   NET CASH PROVIDED BY (USED IN) OPERATING ACTIVITIES  $   75,918 $   (472,516)  $   (479,419)  $   16,802  $  42,859  $    14,337  
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OLMSTED COUNTY HOUSING AND REDEVELOPMENT AUTHORITY 
Rochester, Minnesota 

COMBINING STATEMENT OF CASH FLOWS 
FOR THE YEAR ENDED DECEMBER 31, 2018 

    
                
     BUSINESS ACTIVTIES     

    
RENTAL 

PROPERTY 
RIVER’S 
EDGE 

BANDEL 
HILLS 

SILVER 
CREEK 

CORNER 
ELIMINATING 

ENTRY Total 
    
RECONCILIATION OF CASH AND CASH EQUIVALENTS PER STATEMENT OF CASH 
FLOWS TO THE STATEMENT OF NET POSITION 
    
Cash and cash equivalents      613,742      634,268       479,160        38,864 -     4,310,662  
Cash and cash equivalents - operating reserve                -                -        -       175,946 -        346,122  
Cash and cash equivalents - restricted      14,501     301,809      13,095       122,630 -        736,477  

   CASH AND CASH EQUIVALENTS PER STATEMENT OF NET POSITION  $  628,243  $  936,077  $  492,255  $   337,440  $                   - $  5,393,261  
      
RECONCILIATION OF INCOME FROM OPERATIONS TO NET CASH PROVIDED BY   
OPERATING ACTIVITIES   
      
CASH FLOWS FROM OPERATING ACTIVITIES   
 Operating income (loss)  $  38,903 $   121,901  $ (18,518)  $  (99,117)  $                   - $   (698,263)  
 Adjustments to reconcile operating income (loss) to net cash provided    
 by operating activities   
  Depreciation expense       32,038       59,284         72,642        99,536                       -        417,030  
               
 Changes in assets and liabilities   
  (Increase) decrease in assets   
   Accounts receivable          (529)       (67)         11,866           182                       -        (21,013) 
   Due from other governments                -                -         -        19,722                       -      (162,444) 
   Notes, Mortgages, Repayment receivable                -                -                  -                  -                       -       (12,944) 
   Prepaid expenses                -                -             -          (329)                       -          (2,209) 
  (Decrease) increase in liabilities   
   Accounts payable        3,747       (6,791)         (348)       (9,239)                       -        (26,315) 
   Unearned revenue         3,580         1,733           1,522           -                       -        (23,373) 
   Tenant FSS escrow                -                -                  -                 -                       -            4,978  
   Tenant security deposits            (544)           500           (285)            -                       -          (2,344)  
   Due to other governments          1,970             (95)              -           197                       -          58,339  

   NET CASH PROVIDED BY (USED IN) OPERATING ACTIVITIES  $  79,165  $  176,465   $     66,879  $     10,952  $                 -    $  (468,558)  
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OLMSTED COUNTY HOUSING AND REDEVELOPMENT AUTHORITY 
SCHEDULE OF INTERGOVERNMENTAL REVENUE 

FOR THE YEAR ENDED DECEMBER 31, 2018 

       

     PUBLIC 
HOUSING 
CHOICE 

STATE 
AND THE ROLLING NEW HOPE RENTAL RIVER’S BANDEL 

SILVER 
CREEK 2018 

GRANTS  HOUSING VOUCHERS LOCAL FRANCIS HEIGHTS CORP PROPERTY EDGE HILLS CORNER Total 
   State     
     T-RAP Program   $           - $             -  $ 59,723  $           -  $           -   $           -  $          - $          - $           -   $                 - $    59,723  
     MHFA Housing Trust Fund Program                -                 - -     30,000              -               -             -          -     -           56,500        86,500  
     MHFA HOME Rental Rehabilitation Program                -                 -     10,290              -              -  -             -           -              -                     -        10,290  
     MHFA Homeownership Education Counselling and Training  - -     25,000 - - - - - - - 25,000 
     State Aids and Credits                -                 -       7,461              -              -               -            -              -              -                     -          7,461  
         Total State Grants    $           -  $             - $102,474  $ 30,000  $           -   $           -  $         -  $          -  $           -  $        56,500  $  188,974  

       

   Federal    CFDA #    

     Low Income Public Housing Operating Subsidy   14.850a   $260,014  $             -  $          -  $           -  $           -   $           -  $         -  $          -  $           -  $                 -  $  260,014  
     Section 8 Voucher Housing Assistance Payments  14.871              -   3,598,972              -              -              -         -             -              -              -           -   3,598,972  
     Public Housing Capital Fund Program  14.872    107,235                 -              -              -              -               -             -              -              -                     -      107,235  
     Rural Rental Housing Loans  10.415              -                 -              -              -      19,030               -             -              -              -                     -        19,030  
     Rural Rental Housing Assistance  10.427              -                 -              -              -      34,699               -             -              -              -                     -        34,699  
     Shelter Plus Care  14.238              -                 -              -     88,942              -               -             -              -              -                     -        88,942  
     Supportive Housing  14.235 - - - - - - - -  -          117,418      117,418  
     Community Development Block Grant 14.218  - - - - - 5,300 - - - - 5,300 
     Rent Supplements for Low income Families 14.149  - - - - - 31,737 - - - - 31,737 
         Total Federal Grants    $367,249  $3,598,972  $          -  $ 88,942  $  53,729   $     37,037 $          -  $          - $            -  $     117,418 $4,263,347  

       
 Total Intergovernmental Revenue    $367,249  $3,598,972 $102,474 $118,942  $  53,729   $     37,037  $         -  $          - $            -  $     173,918 $4,452,321  
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OLMSTED COUNTY HOUSING AND REDEVELOPMENT AUTHORITY 

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

FOR THE YEAR ENDED DECEMBER 31, 2018 

   

 Pass-Thru   
Federal Grantor Federal Grant    
  Pass-Through Agency CFDA Identification Subrecipient   
    Grant Program Title Number Number   Number  Expenditures 

   
U.S. Department of Agriculture   

Direct   
Rural Rental Housing Loans 10.415  N/A                   -      $       19,030 

Rural Rental Housing Rental Assistance 10.427  N/A                   -               34,699 

Total U.S. Department of Agriculture             53,729 

   
U.S. Department of Housing and Urban Development   

Direct   
Shelter Plus Care 14.238 MN0193L5K021607                  -               59,147 

 MN0193L5K021708                  -               29,795 

Total Shelter Plus Care           88,942 

   
Public and Indian Housing 14.850 MN15100000114D                  -             260,014 

   
Section 8 Housing Choice Vouchers 14.871  

Housing Choice Vouchers  N/A                   -          3,598,972 

Other Public Housing Authorities  Unknown                   -             261,516 

Total Section 8 Housing Choice Vouchers        3,860,488 
   

Public Housing Capital Fund 14.872 MN46P15150115                  -                 3,121 

 MN46P15150116                  -               65,783 

 MN46P1510117                  -               38,331 

Total Public Housing Capital Fund           107,235 

   
       Rent Supplements for Low Income Families  14.149  NA                   -  31,737 

   Supportive Housing for Persons with Disabilities  14.181  NA                   -  647,200 

   
Passed Through City of Rochester   

       Community Development Block Grant  14.218  NA                   -  5,300 

   
Passed Through Center City Housing Corp   

Supportive Housing Program 14.235 MN0208L5K021405                  -               31,656 

 MN0208L5K021506                  -               85,762 

           117,418 

     

Total U.S. Department of Housing and Urban Development      5,118,334 

  

Total Federal Awards    $   5,172,063 
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OLMSTED COUNTY HOUSING AND REDEVELOPMENT AUTHORITY  
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

FOR THE YEAR ENDED DECEMBER 31, 2018 

1. REPORTING ENTITY

The Schedule of Expenditures of Federal Awards presents the activities of federal award programs expended by the 
Olmsted County Housing and Redevelopment Authority. The Authority’s reporting entity is defined in Note A to the financial 
statements. 

2. BASIS OF PRESENTATION

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant activity of Olmsted County 
Housing and Redevelopment Authority under programs of the federal government for the year ended December 31, 2018. 
The information in this schedule is presented in accordance with the requirements of Title 2 U.S. Code of Federal 
Regulations (CFR) 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 presentation of, the financial statements. Because the schedule presents only a selected portion of the 
operations of Olmsted County Housing and Redevelopment Authority, it is not intended to and does not present the financial 
position, changes in net assets, or cash flows of Olmsted County Housing and Redevelopment Authority. 

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Expenditures reported on the schedule are reported on the modified accrual basis of accounting. Such 
expenditures are recognized following the cost principles contained in Uniform Guidance, wherein certain types of 
expenditures are not allowable or are limited as to reimbursement. Olmsted County Housing and Redevelopment Authority 
has elected not to use the 10-percent de minimis indirect cost rate allowed under the Uniform Guidance. 

4. DISCLOSURE OF OTHER FORMS OF ASSISTANCE

The Olmsted County Housing and Redevelopment Authority had non-cash assistance in the form of interest subsidy in the 
amount of $19,030 from Rural Rental Housing loans during the year ending December 31, 2018. 

5. RECONCILIATION TO SCHEDULE OF INTERGOVERNMENTAL REVENUE

Federal grant revenue per Schedule of Intergovernmental Revenue $ 4,263,347 
Per HUD include in SEFA      
     Other public housing authorities, port in income 261,516 
     Supportive housing for persons with disabilities, temporarily restricted capital advance 647,200 
Expenditures per Schedule of Expenditures of Federal Awards $ 5,172,063 
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OLMSTED COUNTY HOUSING AND REDEVELOPMENT AUTHORITY 

SCHEDULE AND CERTIFICATION OF CAPITAL FUND GRANT COSTS 

PUBLIC HOUSING 

   

   
Grant Identification Number MN46P15150115 MN46P15150116 MN46P15150117 

   
Total Grant Funds Approved  $           130,492  $           132,627             132,824 
   
Grant Expenditures to Date  

Fiscal Year - 2014 - - - 

Fiscal Year - 2015                10,115 - - 

Fiscal Year - 2016                27,370 - - 

Fiscal Year - 2017                89,886                23,805 - 

Fiscal Year - 2018                  3,121                65,783               38,331 

Excess Funds Approved   $                    -  $            43,039  $           94,493 
   
Status  Complete Not Complete Not Complete 

 

The distribution of costs as shown on the Financial Statement of costs accompanying the Actual Cost Certificate 
submitted for approval, is in agreement with the Authority's records. 
 
For the above completed grants, all costs have been paid and all related liabilities have been discharged through 
payment. 
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INDEPENDENT AUDITORS’ 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 Commissioners 
Olmsted County Housing and Redevelopment Authority 
Rochester, Minnesota 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of the Olmsted County 
Housing and Redevelopment Authority (the “Authority”), as of and for the year ended December 31, 
2018, and the related notes to financial statements, which collectively comprise the Authority’s basic 
financial statements, and have issued our report hereon dated April 18, 2019. 
 
Internal Control Over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the Authority’s internal 
control over financial reporting (internal control) to determine the audit procedures that are appropriate 
in the circumstances for the purpose of expressing our opinion on the financial statements, but not for 
the purpose of expressing an opinion on the effectiveness of the Authority’s internal control.  
Accordingly, we do not express an opinion on the effectiveness of the Authority’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 
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material 
misstatement of the Authority’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 that 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.  Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses.  However, material 
weaknesses may exist that have not been identified. 
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Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the Authority’s financial statements are free 
from material misstatement, we performed tests of its compliance with certain provisions of laws, 
regulations, contracts, and grant agreements, noncompliance with which could have a direct and 
material effect on the 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 noncompliance or other matters that 
are required to be reported under Government Auditing Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the 
Authority’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 Authority’s internal control and 
compliance.  Accordingly, this communication is not suitable for any other purpose. 
 

 
 
La Crosse, Wisconsin 
April 18, 2019
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR  

EACH MAJOR FEDERAL PROGRAM AND INTERNAL CONTROL  
OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE 

 
 

To the Board of Commissioners 
Olmsted County Housing and Redevelopment Authority 
Rochester, Minnesota 
 
Report on Compliance for Each Major Federal Program 
 
We have audited the Olmsted County Housing and Redevelopment Authority’s (the “Authority”) 
compliance with the types of compliance requirements described in the OMB Compliance Supplement 
that could have a direct and material effect on each of the Authority’s major federal programs for the 
year ended December 31, 2018.  The Authority’s major federal programs are identified in the summary 
of auditor’s results section 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 
grants applicable to its federal programs.  
 
Auditors’ Responsibility 
 
Our responsibility is to express an opinion on compliance for each of the Authority’s major federal 
programs based on our audit of the types of compliance requirements referred to above.  We conducted 
our audit of compliance in accordance with auditing standards generally accepted in the United States of 
America; 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 we 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 the Authority’s compliance with those requirements and performing such other 
procedures as we considered necessary in the circumstances.  
 
We believe that our audit provides a reasonable basis for our opinion on compliance for each major 
federal program.  However, our audit does not provide a legal determination of the Authority’s 
compliance. 
 
Opinion on Each Major Federal Program 
 
In our opinion, the Authority complied, in all material respects, with the types of compliance 
requirements referred to above that could have a direct and material effect on each of its major federal 
programs for the year ended December 31, 2018.  
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Other Matters 
 
The results of our auditing procedures disclosed instances of noncompliance, which are required to be 
reported in accordance with the Uniform Guidance and which are described in the accompanying 
schedule of findings and questioned costs as item 2018-001.  Our opinion on each major federal 
program is not modified with respect to this matter. 
 
The Authority’s response to the noncompliance findings identified in our audit is described in the 
accompanying schedule of findings and questioned costs.  The Authority’s response was not subjected 
to the auditing procedures applied in the audit of compliance and, accordingly, we express no opinion 
on the response. 
 
Report on Internal Control Over Compliance  
 
Management of the Authority 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 Authority’s internal control over compliance with 
the types of requirements that could have a direct and material effect on each major federal program to 
determine the auditing procedures that are appropriate in the circumstances for the purpose of 
expressing an opinion on compliance for each 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 Authority’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 combination of deficiencies, in internal control over compliance, such that 
there is a reasonable possibility that material noncompliance with a type of compliance requirement of a 
federal program will not be prevented, or detected and corrected, on a timely basis.  A significant 
deficiency in internal control over compliance is a deficiency, or a combination of deficiencies, in 
internal control over compliance with a type of compliance requirement of a federal program that is less 
severe than a material weakness in internal control over compliance, yet important enough to merit 
attention by those charged with governance. 
 
Our consideration of internal control over compliance was for the limited purpose described in the 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 that we consider to be material weaknesses.  However, 
material weaknesses may exist that have not been 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. 
 

 
 
La Crosse, Wisconsin 
April 18, 2019 

Page 64 of 69



OLMSTED COUNTY HOUSING AND REDEVELOPMENT AUTHORITY 
Rochester, Minnesota 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
YEAR ENDED DECEMBER 31, 2018 

 
 

Section I - Summary of Auditors’ Results 
 
Basic financial statements 
 
Type of auditors’ report issued:   Unmodified 
 
Internal control over financial reporting: 
 
• Material weakness(es) identified?    Yes   X  No 

 
• Significant deficiency(ies) identified that are not 

considered to be material weakness(es)?    Yes  X  None reported 
 

Noncompliance material to financial statements noted?   Yes  X  No 
 
Federal Awards 
 
Internal control over major federal programs: 
 
• Material weakness(es) identified?    Yes  X  No 

 
• Significant deficiency(ies) identified that are not  

considered to be material weakness(es)?    Yes  X  None reported 
 

Type of auditors’ report issued on compliance for major programs:  Unmodified 
 
Any audit findings disclosed that are required to be 
 reported in accordance with 2 CFR 200.516(a)?  X  Yes    No 
 
Identification of federal major programs: 
 
 CFDA Number(s) Name of Federal Program 
 
 14.871  Section 8 Choice Vouchers 
 
Dollar threshold used to distinguish between 
 Type A and Type B programs:    $750,000 
 
Auditee qualified as low-risk auditee?  X  Yes    No 
 
Section II - Financial Statement Findings - NONE 
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OLMSTED COUNTY HOUSING AND REDEVELOPMENT AUTHORITY 
Rochester, Minnesota 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS - Continued 
YEAR ENDED DECEMBER 31, 2018 

 
 
Section III - Federal Award Findings and Questioned Costs  
 
Item 2018-001 - Housing Quality Standards (HQS) Inspections 
 
Condition:    HQS re-inspections and failed HQS inspections were not completed timely and 

HAP was not abated in accordance with Chapter 10 of the Housing Choice 
Voucher Program Handbook. 

 
Questioned Costs:   N/A 
 
Context:   Re-inspections were not being conducted within 30 days and an extension was 

not given by the Redevelopment Authority.  Furthermore, rent was not abated in 
accordance with Chapter 10 of the Housing Choice Voucher Handbook. 

 
Effect:     HQS inspections and Abatement are not being done in accordance with HUD 

requirements. 
 
Prior Year Finding 2017-001 
 
Information:  Sampling was statistically valid and a systemic problem. 
 
Recommendation:   It is recommended that the Redevelopment Authority integrates the appropriate 

controls to ensure that HQS inspections and re-inspections are completed in 
accordance with HUD requirements.   

 
Management’s  
Response:    Abatement practices were not revised until late in 2018.  Current practices meet 

audit and HUD requirements: the letter that is sent after the initial “fail” states that 
abatement will start if the repairs are not made and inspected within 30 days.  
Quality control also occurs, as Housing Specialists send Housing Manager the 
list of abatements the last Monday of each month, and Housing Manager double 
checks the software.  At this time, Housing Specialists also indicate which HAP 
contracts are ending due to non-compliance of landlord and/or tenant with repairs 
and inspections. 

 
Section IV - Minnesota Legal Compliance Findings 
 
Item 2018-002 - Insuring or Securing Deposits 
 
Criteria:   The Authority must obtain a bond or collateral, which when computed at its 

market value, shall be at least 10 percent more than the amount of the excess 
deposit at the close of the banking day. 

 
Condition:    The Authority’s deposits over the deposit insurance did not meet the 10 percent 

more than the amount of excess deposits at the close of the banking day. 
 

Page 66 of 69



OLMSTED COUNTY HOUSING AND REDEVELOPMENT AUTHORITY 
Rochester, Minnesota 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS - Continued 
YEAR ENDED DECEMBER 31, 2018 

 
 
Section IV - Minnesota Legal Compliance Findings - Continued 
 
Item 2018-003 - Old Outstanding Checks on Bank Reconciliation 
 
Criteria:   Authorities sometimes issue checks that are never cashed or are returned as 

undeliverable. Under Minnesota’s Unclaimed Property Laws, uncashed and 
returned checks must generally be reported to the Minnesota Department of 
Commerce after three years.  

 
Condition:    The Authority had several old outstanding checks that remained on the bank 

reconciliation from prior years. 

Section V - Prior Year Findings 

2017-001 - Housing Quality Standards (HQS) Inspections - Repeat 
 
2017-002 - Insuring or Securing Deposits - Repeat 
 
 
    
 
 
    

Page 67 of 69



 

 

 

 

 

 

 

 

 

 

This page is left blank intentionally. 

Page 68 of 69



 
 
 
 
 
 

 
 
 
 

INDEPENDENT AUDITORS’ REPORT ON MINNESOTA LEGAL COMPLIANCE 
 
 
 
To the Board of Commissioners 
Olmsted County Housing and Redevelopment Authority 
Rochester, Minnesota 
 
We have audited, in accordance with auditing standards generally accepted in the United States of 
America, and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States the financial statements of Olmsted County 
Housing and Redevelopment Authority (the “Authority”) as of and for the year ended December 31, 
2018, and the related notes to the financial statements, and have issued our report thereon dated April 
18, 2019. 
 
The Minnesota Legal Compliance Audit Guide for Other Political Subdivisions, promulgated by the 
State Auditor pursuant to Minn. Stat. § 6.65, contains six categories of compliance to be tested:  
contracting and bidding, deposits and investments, conflicts of interest, claims and disbursements, 
miscellaneous provisions, and tax increment financing.  Our audit considered all of the listed 
categories. 
 
In connection with our audit, nothing came to our attention that caused us to believe that the Authority 
failed to comply with the provisions of the Minnesota Legal Compliance Audit Guide for Political 
Subdivisions, except as described in the Schedule of Findings and Questioned Costs as items 2018-
002 and 2018-003.  However, our audit was not directed primarily toward obtaining knowledge of such 
noncompliance.  Accordingly, had we performed additional procedures, other matters may have come 
to our attention regarding the Authority’s noncompliance with the above referenced provisions.  
 
This report is intended solely for the information and use of those charged with governance and 
management of the Authority and the State Auditor and is not intended to be and should not be used by 
anyone other than these specified parties.  
 

 
 
La Crosse, Wisconsin 
April 18, 2019 
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