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Financid Audit Requirements

What isthe purpose of this notice? This Notice provides specific guidance on the
financid audit requirements for the participants in the Indian Housing Block Grant
(IHBG), Indian Community Development Block Grant (ICDBG) and other Office of
Native American Programs (ONAP) grant programs, such as Rurd Housing and
Economic Development, and Public and Indian Housing Drug Elimination Program.

What arethefinancial audit requirementsfor IHBG recipients? Title24 CFR
§1000.544 requires recipients to comply with the requirements of the Single Audit Act
and OMB Circular A-133 by obtaining annua audits if a recipient expends $300,000
or more in Federd fundsin afiscd year.

What arethefinancial audit requirementsfor ICDBG and other grant program
recipients? Title 24 CFR 8§1003.501 incorporates 24 CFR Part 85 in the
requirements that apply to ICDBG recipients. Title 24 CFR 885.26, Non-Federd
Audits, states, “ Grantees and sub-grantees are responsible for obtaining auditsin
accordance with the Single Audit Act Amendments of 1996 (31 U.S.C. 7501-7507)
and revised OMB Circular A-133, *Audits of States, Loca Governments, and Non-
Profit Organizations’” The other programs available to ONAP recipients contain
amilar language and requirements.

What isthe purpose of OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations, (Circular A-133)? The purpose of
Circular A-133 isto set forth standards to obtain consistency and uniformity for audits
of non-Federd entities expending Federal awards.



. What isthe basic requirement for audits contained in Circular A-133? Circular
A-133 requires that “non-Federal entities that expend $300,000 or morein ayear in
Federd awards shdl have asingle or program-specific audit conducted for that year in
accordance with the provisions of this part.”

. Who arenon-Federal entities? Non-Federd entities are defined in Circular A-133

to be “States, loca governments, or non-profit organizations.” Tribes are included as
a state government for the purposes of this requirement. Section 405(a) of Native
American Housing Assstance and Sdf —Determination Act of 1996 (NAHASDA)
dates “ An entity designated by an Indian tribe as a housing entity [Tribaly Designated
Housing Entity (TDHE)] el be treated . . . asanon-Federd entity that is subject to
the audit requirements that apply to non-Federd entities. . ..”

. What arethebasic audit requirements? The basic requirements contained in
Circular A-133 are:
= Obtain an audit if an entity expends $300,000 or more in Federal grant awards
in areporting period;
= Submit the audit reporting package to the Federal Audit Clearinghouse and
concerned Federa agencies, and
* Includein the audit report package the Financid Statements, Schedule of
Federd Award Expenditures, Summary Schedule of Prior Audit Findings,
auditor’ s report(s) and corrective action plan.

. Has ONAP expanded on the basic audit requirements? ONAP has augmented
the requirements of Circular A-133 by requesting recipientsto:
= |dentify in the Schedule of Federd Award Expenditures cumulative grant
expenditures and current period expenditures for each open grant.
= Submit acopy of the audit report package to ONAP when the package is
submitted to the Federal Audit Clearinghouse. (Note: Title 24 CFR
§1000.548 requires arecipient to submit a copy of their latest audit with their
Annua Performance Report (APR). ONAP requests a copy of the audit be
provided to ONAP concurrent with the submission to the Federd Audit
Clearinghouse in lieu of with the APR.).

. How often must an audit be conducted? Circular A-133 requires annud audits,
except where (a) atribeis required by triba law, which was in effect on January 1,
1987, to undergo its audits less frequently than annudly. If this requirement isill in
effect for the biennia period under audit, the tribe may undergo its audits biennialy; or
(b) a non-profit organization that for the periods between July 1, 1992, and January 1,
1995, had biennid audits may continue with biennia audits.



10. What arethe audit responsibilities of ONAP recipients? The audit
regpongbilities of arecipient as stated in Circular A-133 are:

Identify, in its accounts, al Federd awards received and expended and the
Federa programs under which they were received.

Maintain interna control over Federd programs that provides reasonable
assurance that the recipient is managing Federal awards in compliance with
laws, regulations, and the provisions of contracts or grant agreements that
could have a materia effect on each of its Federd programs.

Comply with laws, regulations, and the provisions of contracts or grant
agreements related to each of its Federal programs.

Prepare appropriate financid statements, including the Schedule of
Expenditures of Federal Awards.

Ensure that audits required by Circular A 133 are properly performed and
submitted when due.

Follow up and take corrective action on audit findings, including preparation of
asummary schedule of prior audit findings and a corrective action plan.

11. What requirements must the auditor meet? Circular A-133 requiresthat an
auditor shall:

Conduct the audit according to generaly accepted governmenta auditing
standards.

Obtain an understanding of the recipient’s interna control procedures and
perform tests to determine the effectiveness of theinternal control procedures.
Perform tests to determine if the recipient complied with the laws, regulaions
and the provisons of contracts or grant agreements that may have a direct and
materid effect oneach of its mgjor federa programs.

Follow-up on prior audit findings, determine the reasonableness of recipient’s
summary schedule of prior audit findings and report as a current audit finding
any indances of materid misrepresentationsin the summary schedule.

12. What ar e the cognizant federal agency audit responsibilities? Recipients
expending more than $25 million in federd awards a year shdl have a cognizant audit
agency. The cognizant agency will be the Federd agency providing the largest amount
of funding, unless the Office of Management and Budget makes a specific assgnmernt.
The cognizant audit agency will:

» Provide technical audit advice and liaison to recipients and auditors.

» Review recipient extenson requests for audit submission. The cognizant
agency may grant an extenson for good cause.

= Obtain or conduct qudity control reviews of selected audits made by non
Federal auditors and provide the results, when appropriate, to other
interested organizations.

= Inform appropriate Federd officids of irregularities or illegd acts.



= Advisetheauditor and, where gppropriate, the recipient of any deficiencies
found in the audits that require corrective action by the auditor.

= Coordinate any additiona audits or reviews so that the audits or reviews
build upon work performed during the A-133 audit.

= Coordinate a management decison for audit findings that affect programs
of more than one Federa agency.

= Coordinate the work and reporting respong bilities among auditors to
obtain the most cost-effective audit.

» Congder requests to qualify aslow-risk from recipients recaiving biennid
audits.

13. What arethe oversight Federal agency responsibilities? Recipientsexpending
$25 million or lessin federa awards shal have an oversight agency for audit. The
oversght agency will be the Federd agency providing the largest amount of funding.
The oversght agency will:

» Provide technica adviceto recipients and auditors.

=  Assumeadl or some of the responghilities of the cognizant audit agency.
HUD will assume dl of the cognizant audit agency respongibilities for those recipients
for which HUD isthe oversght agency.

14. What arefederal awardsfor ONAP recipients? Federal awardsto ONAP
recipients mean Federd financid assstance in the form of grants and loan guarantees
that recipients or subrecipients receive directly from ONAP, other Federal agencies or
indirectly from pass-through entities.

15. How arefederal awardsidentified in the audit report? ONAP recipients are
required to identify dl Federd funds received and expended and the Federal programs
under which the funds were received. Federa program identification includes the
Catdog of Federd Domestic Assstance (CFDA) title and number, award number and
year, awarding Federal agency, and any pass-through entities. CFDA titlesand
numbers may be found on the Internet at http://aspe.os.dhhs.gov/cfdalidept.htm.

16. What CFDA titlesand numbersapply to ONAP programs? The CFDA titlesand
numbers applicable to ONAP may be found on the Internet a
http:/Amww.hud.gov/cfdalcfda.cfm and are provided below:

» 14.250 Rurd Housing and Economic Development

= 14.850 Public and Indian Housing

= 14.854 Public and Indian Housing Drug Elimination Program

= 14.862 Indian Community Development Block Grant Program

= 14.865 Public and Indian Housing: Indian Loan Guarantee Program

= 14.867 Indian Housing Block Grants

= 14.869 Title VI Federa Guarantees for Financing Triba Housing Activities



17.

18.

19.

20.

21.

= 14.870 Resident Opportunity and Supportive Services

What arethe financial statement requirements? An ONAP recipient is required
to prepare financid statements thet reflect its financid position, results of operations,
and cash flowsfor the fiscd year; that is the Baance Sheet, Statement of Revenues and
Expenses, and Statement of Cash Flows.

Arethereany other required statements? ONAP recipients are also required to
prepare a Schedule of Expenditures of Federa Awards and a Summary Schedule of
Prior Audit Findings.

What is required to be included in the Schedule of Expenditures of Federal
Awards? The schedule shdl:
= |ldentify individua programs by Federa agency.
= ldentify Federd awards received as a subrecipient, the name
of the pass-through entity and identifying number assgned by
the pass-through entity.
= Provide the tota amount expended for each Federd grant
award and the CFDA number. ONAP recipients should
identify cumulative expenditures to-date and expenditures for
the current period for each open ONAP grant.
= Describe significant accounting policies used in preparing the
schedule.
= |ldentify the total amount provided to subrecipients from each
Federa program.
» |dentify the vaue of non-cash assistance, amount of
insurancein effect during the year and loans or loan
guarantees outstanding at the year’ s end.

When are audit reportsdue? ONAP recipients are to submit a complete audit
report package to the Federd Audit Clearinghouse within 30 days of receipt from the
auditor or nine months after the end of the recipient’ s fiscd year, whichever occurs
earlier. ONAP program recipients are requested to submit a copy of the audit report
package to the appropriate ONAP Area Office when the package is submitted to the

Clearinghouse.

What isincluded in the audit report package? The audit report packageis
comprised of the financid statements and Schedule of Expenditures of Federa

Awards, summary schedule of prior audit findings, the auditor’ s report(s), and a
corrective action plan. A sample audit report package and a Data Collection Form are
attached.



22. What isthe address of the Federal Audit Clearinghouse? The audit report
package and a Data Collection Form for Reporting on Audits of States, Loca
Governments, and Non-Profit Organizations (Form SF-SAC, dso attached) are to be
submitted to the Federal Audit Clearinghouse. The address for the Clearinghouseis:

Federd Audit Clearinghouse
Bureau of the Census

1201 E. 10" Street
Jeffersonville, IN - 47132

23. How many copies of thereporting package should be submitted? In addition to
the audit report package for the Clearinghouse, Federa program participants are
required to include additional copies of the report package for the each Federd
awarding agency when the schedule of findings and questioned costs disclosed audit
findings rdating to Federal awards that the Federd awarding agency provided directly.
Also, copies must be submitted for each Federal awarding agency when the summary
schedule of prior audit findings reported the status of any audit findings rdating to
Federa awards that the Federal awarding agency provided directly.

24. What happensif an audit isnot performed and submitted? Circular A-133
provides that no audit costs may be charged to Federd awardsif the financid reviews
have not been performed according to the Circular requirements. In instances of
inability or unwillingness to comply with Circular A-133, Federal agencies may take
appropriate actions usng sanctions, such as.

a. withholding a percentage of the Federd award until the audit is satisfactorily
completed:;

b. withholding or disdlowing overhead codts,

c. suspending Federa awards until the audit is conducted; or

d. terminating the Federa award.

Any sanction for failure to meet the audit requirements of Circular A-133 by
NAHASDA program recipients would follow the sanction process provided for in
NAHASDA Title IV and Subpart F of 24 CFR Part 1000.

25. Are audit costs eligible IHBG costs? Title 24 CFR Section 1000.546 states that
audit cogts are an digible program or adminigrative expense.

26. May afinancial review be charged to IHBG? Title 24 CFR Section 1000.546
alows IHBG funds to be used to obtain afinancia review for those ONAP recipients
expending less than $300,000 in Federd awardsin afisca year. Recipients who
obtain such afinancid review are to submit a copy of the review to ONAPwheniit is
received from the auditor. ONAP recipients are not required to submit the financia
review to the Federa Audit Clearinghouse.




27. What arethework paper retention requirementsfor Auditors? Auditorsare
required by Circular A-133 to retain their audit working papers and reports for a
minimum of three years after the date of issuance of the auditor’s report(s) to the
recipient unless notified in writing by the cognizant or oversght agency for audit or the
pass-through entity to extend the retention period.

28. Who may review the Auditor’swork papers? Audit working papers shdl be made
available upon request to the cognizant or oversight agency for audit or its designee, a
Federd agency providing direct or indirect funding or the United States Genera
Accounting Office. ONAP has delegated its respongbility to conduct qudity control
reviews of audit working papers to the Real Edtate Assessment Center’s Qudity
Asaurance Subsystem (QASS) Team for those entities for which HUD is the oversght
agency. The QASS Team will conduct such reviews beginning in Federd Fisca Year
2002.

If you have any questions regarding this policy, please contact your assigned Grants Evauation
Specidigt intheloca ONAP Area Office.

s
Assgant Secretary for Public and Indian Housing







SAMPLE AUDI T REPORT PACKAGE

APPENDI X
Page
| ndependent Auditors’ Report 2
Conbi ned Bal ance Sheet 3
Combi ned Staterment of Revenues and Expenses 4
Combi ned Staterment of Changes in Equity 5
Conbi ned St atenment of Cash Fl ows 6
Notes to Financial Statenents 7
Schedul e of Expenditures of Federal Awards 12
Report on Conpliance 13
Schedul e of Findings and Questioned Costs 15
Summary Schedul e of Prior Audit Findings 17
Data Col | ection Form 20



Sanpl e Audit Report Package

| NDEPENDENT AUDI TORS REPORT

W have audited the acconmpanying financial statenments of the Any I[ndian
Housing Authority as of Septenber 30, 200X, and for the year then ended.

These financial statenments are the responsibility of the Any I|ndian Housing
Aut hority’s managenent. Qur responsibility is to express an opinion on
these financial statements based on our audit.

We conducted our audit in accordance with generally accepted auditing
standards and the standards applicable to financial and conpliance audits

contained in Governnmental Auditing Standards, issued by the Conptroller
General of the United States. Those standards require that we plan and
perform our audit to obtain reasonabl e assurance about whether the financi al
statenents are free of material m sstatenent. An audit includes exani ning
on a test basis, evidence supporting the amounts and disclosures in the
financial statenents. An audit also includes assessing the accounting
principles used and significant estimtes made by nmanagement, as well as
evaluating the overall financial statenent presentation. We believe that

our audit provides a reasonabl e basis for our opinion.

In our opinion, the financial statenments referred to above present fairly,
in all material respects, the financial position of the Any Housing
Aut hority, Anywhere, USA, as of Septenber 30, 200X and the results of its
operations and changes in its retained earnings for the year then ended in
conformty with generally accepted accounting principles.

In accordance with Government Auditing Standards, we have also issued our
report dated May 15, 200X on our consideration of the Any |ndian Housing
Authority’'s internal control over financial reporting and our tests of its
compliance with certain provisions of |l|aws, regulations, contracts, and
grants. That report is an integral part of an audit perforned in accordance
with Governnent Auditing Standards and should be read in conjunction with
this report in considering the results of our audit.

Qur audit was made for the purpose of forming an opinion on the financial
statenents taken as a whol e. The acconpanyi ng schedul e of expenditures of
federal awards is presented for purposes of additional analysis as required
by US. Ofice of Mnagenent and Budget A-133, Audits of States, Local
Governments, and Non-Profit Organizations, and is not a required part of the

financial statenent. Such informati on has been subjected to the auditing
procedures applied in the audit of the financial statenents taken as a
whol e.

May 15, 200X



ANY | NDI AN HOUSI NG AUTHORI TY

COMBI NED BALANCE SHEET

For the Year Ended Septenber 30, 200X

ASSETS

Current Assets

Cash

I nvest ment s

Total Cash and Cash Equival ents
Recei vabl es

G ants

Tenant s

M scel | aneous

Total Accounts Receivables
Total Current Assets

Property, Plant and Equi pnent
Devel oprment Costs

Land, Structures and Equi prent
Total Property, Plant and Equi pnent

TOTAL ASSETS

LI ABI LI TIES AND EQUI TY

Current Liabilities
Account s Payabl e

Accrued Expenses

Tenant Security Deposits
Total Current Liabilities
Equity

TOTAL LI ABILITES AND EQUI TY

3 The accompanying notes are an integral part of these financial statements.
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75, 000
125, 000

200, 000

300, 000
72,000
8, 050
380, 050

580, 050

1, 985, 067
18, 456, 865
20, 441, 932

21, 021, 982

45, 025

86, 142

52, 457
183, 624
20, 838, 358

21, 021, 982



ANY | NDI AN HOUSI NG AUTHORI TY

COMBI NED STATEMENT OF REVENUES AND EXPENSES

For

4

the Year Ended Septenber 30, 200X

Revenues

Dwel i ng Rental revenue

O her | ncone

Total revenues

Expenses

Admi nistrative

Tenant services

Uilities

Ordi nary Mai ntenance

Gener al

Non-routine Mai ntenance

Total operating expenses

Excess Operating Revenue over Operating Expenses
Non- Operati ng I ncome (Expenses)

I nvest ment | ncone

Prior year adjustnents affecting receipts
Total Non-Operating Inconme (Expenses)

Net | ncone
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$ 78,920
14, 567

$ 93, 487
$ 38, 765
14, 965

11, 345

11, 367
9,673
5,092

$ 91,207
$ 2,280
$ 5,813
587

$ 6,400
$  8.680

The accompanying notes are an integral part of these financial statements.



ANY | NDI AN HOUSI NG AUTHORI TY

COMBI NED STATEMENT OF CHANGES | N EQUITY

For

5

the Year Ended Septenber 30, 200X

Ret ai ned Ear ni ngs

Bal ance — October 1, 200X

Prior Period Adjustnent

Bal ance — October 1, 200X, as restated
Net | ncone

Bal ance — Septenber 30, 200X

$

5,673
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20, 824, 005

$ 20, 829, 678

8, 680

$

20, 838, 358

The accompanying notes are an integral part of these financial statements.
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ANY | NDI AN HOUSI NG AUTHORI TY
COMBI NED STATEMENT OF CASH FLOWS

For the Year Ended Septenber 30, 200X

Cash Flow From Operating Activities
Operating I ncone $ 2,280

Changes in assets and liabilities:

(I'ncrease) decrease in receivabl es (65, 956)

I ncrease (decrease) in accounts payabl e 14,814

I ncrease (decrease) in accrued expenses 514

I ncrease (decrease) in tenant security deposits 1, 556

Net Cash Provided (Used) By Operating Activities $ (46,792

Cash Flows from Capital & Related Financing
Activities:

Acqui sition & construction of capital assets $ (19,673)

Cash Flows fromInvesting Activities:

Sal e of Investnents $ 50, 000
I nvest nent | ncone 5,813
Net Cash Provided by Investing Activities $ 55, 813

Net Increase (Decrease) in Cash and Cash Equivalents (10, 652)
Cash and Cash Equi val ents — Begi nning of the Year 210, 652

Cash and Cash Equival ents — End of the Year $ 200, 000

6 The accompanying notes are an integral part of these financial statements.



Sanpl e Audit Report Package

ANY | NDI AN HOUSI NG AUTHORI TY
NOTES TO FI NANCI AL STATEMENTS

For the Year Ended Septenber 30, 200X

NOTE 1 — SUMMARY OF SI GNI FI CANT ACCOUNTI NG PCLI ClI ES

Nat ure of Operations

The Any Indian Housing Authority (Housing Authority) was created under an
ordinance of the Any Indian Tribe (Tribe) to engage in or assist in the
devel opnent and operation of |low rent housing for qualified individuals.

Reporting Entity

The Authority is a federally recognized governnental entity. The Authority
is governed by a Board of Directors appointed by the Tribe and has
governance responsibilities over all activities related to the Authority and
its operation. The Authority receives funding from federal governnent
sources and nust conply with the applicable requirements of those funding
sources. The Authority is not included in any other governnental “reporting
entity” as defined in Section 2100 Codification of Governnental Accounting
and Financial Reporting Standards since the Board nenbers, while they are
appointed by the Tribe, have decision making authority, the power to
desi gnate nmanagenent, the responsibility to significantly influence
operations, and prinmary accountability for fiscal matters.

The criteria used in determining the scope of the Authority for financial
reporting purposes is as follows:

The ability of the Board to exercise supervision of a conponent unit's
financi al interdependency.

The Board’'s governing authority extends to the fiscal decision making
authority and is held primarily accountabl e for decisions.

The ability of the Board to significantly influence operations through
budget ary approval s, sign and authorize contracts, exercise control over
facilities, and approve the hiring or retention of key managenent
per sonnel

The ability of the Board to have absolute authority over all funds of
the Authority and to have accountability in fiscal matters.
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The Authority follows the criteria in ASB statenment #14, “The Financi al
Reporting Entity”, to determine the organizations for which the authority
is financially accountable. Criteria, included in GASB statenment #14, used
to deternmine if a particular entity is financially accountable are an
authority official appointing a voting mpjority of the entity’'s governing
body and (1) the ability of the authority to inpose its will on that entity
or (2) the potential for the entity to provide specific financial benefits
to, or inpose specific financial burdens on the authority.

The Authority has determined that no other outside agency neets the above
criteria and, therefore, no other agency has been included as a conponent
unit in the Authority’s financial statenents.

FUND ACCOUNTI NG

The accounts of the Authority are organized on the basis of funds. The
activities of the various funds are accounted for with a separate set of
sel f-bal anci ng accounts that conprise its assets, liabilities, reserves,
fund bal ance, revenues and expenses. The various funds are sunmarized by
type in the financial statenents. The following funds are used by the
Aut hority:

Enterprise Funds — to account for operations (a) that are financed
and operated in a manner simlar to private business enterprises —
where the intent of the governing body is that the costs of
provi di ng goods or services to the general public on a continuing
basis by financed or recovered primarily thorough user charges; or
(b) where the governing body has decided that periodic
deternmination of revenue earned, expenses incurred, and/or net
income is appropriate for <capital maintenance, public policy,
managenment control, accountability, or other purposes.

The Authority’'s policy is to prepare its financial statenments for all fund
types on the basis of generally accepted accounting principles. Due to the
passage of the Native American Housing Assistance Sel f-Determn nation Act of
1996 (NAHASDA), the financial statenents for this audit are prepared on the
basis of proprietary fund accounting.

BASI S OF ACCOUNTI NG

The accounting and financial reporting treatnent applied to a fund is
determned by its neasurenent focus.

The accrual basis is followed by the proprietary fund types. Under the
accrual basis of accounti ng, revenues are recorded when earned.
Expenditures are recorded when the related fund liability is incurred, if
measur abl e.

a. Revenue and expense itens on projects which are in the devel oprment
stage are capitalized rather than recorded as revenue or expenses in
the current period.
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b. Construction-in-progress on projects which are in the devel opnent or
nmoderni zation states are reflected in the Devel opnment Costs account
on the bal ance sheet.

c. Land, structures and equipnent are stated at cost. Depreci ation
expense or related accunulated depreciation is reflected in the
acconpanyi ng financial statenents.

d. Contracts which have been entered into, but not perfornmed, are
recorded as payables and expenses based on the expenditures being
included in the current year budget.

e. A conparison of actual to budget is not presented in these financial
statements.

f. Accrued vacation and sick |eave expenses have been recorded as
liabilities in these financial statenents.

BUDGET

The Authority prepares its budget for the fiscal year using the sane basis
of accounting as the financial statenents.

NOTE 2 — CASH AND | NVESTMENTS

The Authority’s investnments consist entirely of nmoney market accounts with
the designated depositories. Investnments are stated at cost and are
properly secured by FD C insurance coverage and are wth designated
depositories which neet or exceed the Governnental National Mortgage
Associ ation Ratings. O her cash deposits are wth the designated
depositories and are properly secured at all tines.

At September 30, 200X, the carrying amount of the Authority’s deposits and
i nvestments were $125, 000, and the bank bal ance was $75, 000.

O the bank bal ance, $100,000 was covered by federal depository insurance
The remaining $100,000 is unsecured. However, the Authority has taken steps
suggested by HUD to document that the bank isn't likely to fail, and
therefore is in conpliance.

NOTE 3 - ACCOUNTS RECEI VABLE

Accounts receivable at Septenmber 30, 200X consist of the following itens:

I ndi an Housi ng Bl ock Grant $ 300, 000
Low Rent Tenants 12, 000

M scel | aneous 8, 050

Tot al 328, 050

Accounts deened uncol |l ectible are recogni zed as an expense when witten off.
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NOTE 4 — ACCRUED LI ABI LI ATI ES

Accrued expenses at Septenber 30, 200X, consist of user fees payable to the
Any Indian Tribe of $50,000 and $36,142 in accrued vacation and sick |eave
expenses.

NOTE 5 — RETI REMENT PLAN

Al full tinme enployees are given a retirement benefit that is invested in
enpl oyee-directed investnment plans with two insurance conpanies. The
benefit is a defined contribution of 8 percent of enployee wages. The
benefit ampunted to $65,923 for the year ended Septenmber 30, 200X

NOTE 6 — ECONOM C DEPENDENCY

The Authority receives the majority of the funds used for housing projects
fromthe US Departnment of Housing and Urban Devel opnent.

NOTE 7 — PRI OR PERI OD ADJUSTMENTS

Certain prior years adjustnments (affecting and not affecting residua
receipts) were recorded to correct/reclassify various prior year project
expendi tures.

NOTE 8 — RI SK MANAGEMENT

In the normal course of business, the Any Indian Housing Authority is
exposed to various risks of loss related to torts; theft of, danmage to and
destruction of assets; errors and om ssions; and natural disasters for which
the Authority carries conmercial insurance.

The Any Indian Housing Authority participates in the State W rker’'s
Conmpensati on Bureau.

Settle clainms resulting from these risks have not materially exceeded
i nsurance coverage in any of the past three fiscal years.

NOTE 9 — COVM TMENTS AND CONTI NGENCI ES
ESTI MATES

The preparation of financial statenents in conformty wth generally
accepted accounting principles requires nmnagenent to make estinmates and
assunptions that affect the reported ampunts of assets and liabilities and
di scl osure of contingent assets and liabilities at the date of the financia
statenents and the reported ampunts of revenues and expenses during the
reporting period. Actual results could differ fromthose estimates.

10



Sanpl e Audit Report Package

GRANTS

The Authority participants in federal grant prograns, which are governed by
various rules and regulations of the grantor agency. Costs charged to the
respective grant prograns are subject to audit and adjustnment by the grantor
agency; therefore, to the extent that the Authority has not conplied with
the rules and regulations governing the grants, refunds of any noney
received may be required and the collectibility of any related receivable at
Sept enber 30, 200X, may be inpaired. |In the opinion of the Authority, there
are no significant contingent liabilities relating to conpliance with the
rules and regulations governing the respective grants; therefore, no
provision has been recorded in the acconpanying conbined financia
statenents for such contingencies. The Authority is subject to possible
exanmi nation by Federal authorities that determine conpliance with terns,
conditions, |laws and regul ati ons governing grants given to the Authority in
the current and prior years.

NOTE 10 — RELATED PARTY TRANSACTI ONS

The Authority is the general partner for the Lodges of Any Reservation, a
low income tax credit project. The Authority collects rents and perforns
managenent functions for the project. The Authority has $510 in rent
collections that has not been remitted to the partnership as of Septenber
30, 200X

11
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ANY | NDI AN HOUSI NG AUTHORI TY
SCHEDULE OF EXPENDI TURES OF FEDERAL AWARDS

For the Year Ended Septenber 30, 200X

Cumul ati ve

G ant G ant Cunul ati ve G ant

CFDA Gr ant Expendi tures Expenditures - Expenditures -Bal ance -
Proaram Titl e Nunber Grant Nunber Awar d - 10/ 1/ 0X Current Year 9/30/0X 9/ 30/ OX
NAHASDA 14. 867 991 H1234567 300. 000 200. 000 85. 000 285. 000 15. 000
NAHASDA 14. 867 001 H1234567 310,000 165,000 165,000 145,000

14. 867 610, 000 200, 000 250, 000 450, 000 160, 000
Tradi ti onal Housing
Devel opnent 14. 850 SD91B004120 2,500, 000 1, 000, 000 16, 000 1,016,000 1, 484, 000
Comor ehensi ve Grant 14. 850 SD91B004702- 97 1.400.000 800.000 65000 865. 000 535 000

14. 850 3,900,000 1.800,. 000 81. 000 1.881.000 2.019. 000
TOTAL FEDERAL
EXPENDI TURES 4.510.000 2. 000,000 331. 000 2.331.000 9,172 000
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REPORT ON COWPLI ANCE W TH REQUI REMENTS APPLI CABLE TO EACH MAJOR
PROGRAM AND | NTERNAL CONTORL OVER COMPLI ANCE | N ACCORDANCE W TH OB
Cl RCULAR A-133

Board of Conmi ssioners O fice of Native American Prograns
And Executive Director Depart ment of Housing and Urban
Any | ndi an Housing Authority Devel opnent

Anyt own, USA

Conpl i ance

We have audited the conpliance of Any I|ndian Housing Authority with the
types of conpliance requirenents described in the US Ofice of
Management and Budget (OVB) Circular A 133 Conpliance Supplenment that
are applicable to each of its nmjor federal prograns for the year ended
Sept enber 30, 200X Any Indian Housing Authority's mmjor federal
prograns are identified in the sunmary of auditor’s results section of
t he acconpanyi ng Schedul e of Findings and Questions Costs. Conpl i ance
with the requirements of |aws, regulations, contracts and grants
applicable to each of its major federal programis the responsibility of
Any | ndian Housing Authority's nmanagenent. Qur responsibility is to
express an opinion on Any Indian Housing Authority's conpliance based on
our audit.

We conducted our audit of conpliance in accordance with generally
accepted auditing standards, the standards applicable to financial

audits contained in Governnent Auditing Standards, issued by the
Comptroll er General of the United States; and OMB Circul ar A-133, Audits
of States, Local Governnents, and Non-Profit Organizations. Those

standards and OVB Circular A 133 require that we plan and perform the
audit to obtain reasonable assurance about whether nonconpliance wth
the types of conpliance requirenents referred to above that could have a
direct and material effect on a mmjor federal program occurred. An
audit includes exam ning, on a test basis, evidence about Any Indian
Housing Authority's conpliance with those requirenents and performng
such other procedures, as we considered necessary in the circumnmstances.
We believe that our audit provides a reasonable basis for our opinion.
Qur audit does not provide a |egal determ nation on Any Indian Housing
Aut hority's conpliance with those requirenents.

As described in finding nunmber OX-1 in the acconpanying Schedule of
Fi ndings and Questioned Costs, the Housing Authority nmaintained
excessi ve tenants accounts receivable in relation to the rental receipts
recei ved during the year.

Conpliance with the above-nmentioned requirements is necessary in our
opi nion for the Housing Authority to conply with requirenments applicable
to those prograns.
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In our opinion, except for the nonconpliance described in the preceding
par agraph, the Any Indian Housing Authority conplied, in all rmaterial
respects, with the requirenments referred to above that are applicable to
each of its mmjor federal prograns for the year ended Septenber 30

200X.

Internal Control Over Conpliance

The managenent of the Any Indian Housing Authority is responsible for
establishing and maintaining effective internal control over conpliance
with requirenents of laws, regulations, contracts and grants applicable
to federal prograns. In planning and performng our audit, we
considered the Any Indian Housing Authority’'s internal control over
conpliance with requirenments that could have a direct and nmaterial
effect on a major federal program in order to determne our auditing
procedures for the purpose of expressing our opinion on conpliance and
to test and report on internal control over conpliance in accordance
with OVMB Circul ar A-133.

We noted certain matters involving the internal control over conpliance
and its operation that we consider to be reportable conditions.
Reportabl e conditions involve matters comng to our attention relating
to significant deficiencies in the design or operation of the interna
control over conpliance that, in our judgnment, could adversely affect
the Housing authority' s ability to adm nister a major federal programin
accordance with applicable requirenments of |aws, regul ations, contracts
and grants. Reportable conditions are described in the acconpanying
Schedul e of Findings and Questioned Costs as item OX-1.

A material weakness is a condition in which the design or operation of
one or nore of the internal control conponents does not reduce to a
relatively low level the risk that conpliance with applicable |aws,
regul ati ons, contracts and grants that would be material in relation to
a mjor federal program being audited may occur and not be detected
within a tinely period by enployees in the normal course of perfornng
their assigned functions. Qur consideration of the internal control
over conpliance would not necessarily disclose all matters in the
internal control that night be reportable conditions, and accordingly,
woul d not necessarily disclose all reportable conditions identified
above to be material weaknesses. However, we believe none of the
reportabl e conditions described above are not material weaknesses.

This report is intended solely for the information of the Board of
Commi ssi oners, managenment and federal awards agencies and pass-through
entities and is not intended to be and should not be used by anyone
ot her than these specified parties.

Denver, Col orado

Cct ober 29, 200X
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Any | ndi an Housing Authority

SCHEDULE OF FI NDI NGS AND QUESTI ONED COSTS

For the Year Ended Septenber 30, 200X

Section | — Summary of Auditor’s Results

Fi nanci al Statenents

Type of auditors report issued — unqualified
Internal control over financial reporting
- Material weaknesses identified? - no

- Reportable conditions identified that are not considered to be
mat eri al weaknesses? - no

Nonconpl i ance material to financial statements noted? — no

Federal Awards

Internal control over nmjor programns:
- Material weaknesses identified? — no

- Reportable conditions identified that are not considered to be
mat eri al weaknesses? - yes

Type of auditor’s report issued on conpliance for mjor programs -
qualified

Any audit findings that are require to be reported in accordance wth
Section 510(a) of Circular A-133? - yes

I dentification of nmjor prograns:

CFDA Nunber Nanme of Federal Program
14. 850 Public and | ndi an Housi ng
14. 867 I ndi an Housi ng Bl ock Grant

Dol lar threshold used to distinguish between Type A and Type B prograns
- $300, 000

Auditee qualified as |owrisk auditee? - no
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Any | ndi an Housing Authority
SCHEDULE OF FI NDI NGS AND QUESTI ONED COSTS ( CONTI NUED)

For the Year Ended Septenber 30, 200X

Section Il — Financial Statenent Findings
No matters reported.
Section Ill — Federal Award Findi ngs and Questi oned Costs

Fi ndi ng Nunmber 0X-1 — Low Rent and Mutual Hel p Operations

As noted in prior audit, tenant accounts receivable continue
to be excessive. Balance at Septenber 30, 200X was $72,000.

This anpunt is extrenely excessive when considering that total
dwelling rental for the fiscal year was $78,920 for both Low
Rent and Miutual Help Programs. This situation may affect the
Aut hority's ability to meet current financial obligations as
t hey become due.

We recomend that managenent shoul d aggressively seek paynents
or institute termnation and eviction procedures as required
by the Authority’s procedures manual

Managenent’ s Response

The Any Indian Housing Authority Counselor continues to work
with the tenants in entering into repaynent plans and
agreenents. The Any Indian Housing Authority is aso trying
to obtain further backing fromtheir Tribal Council to ensure
that rent paynents are considered mandatory deductions for al
Tri bal Enpl oyees.

The Any | ndian Housing Authority’s Counseling Program has been
working with the Crisis Team in an effort to assist famlies
i n devel opi ng househol d budgets and neeting their bills each
nont h. In the case of tenants who will not cooperate, the
Housi ng Authority wll begin eviction processed through the
Tri bal Courts.
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Any | ndi an Housing Authority
SUMMARY SCHEDULE OF PRI OR AUDI T FI NDI NGS

For the Year Ended Septenber 30, 200X

U.S. Departnent of Housing and Urban Devel opnent
Finding No. OX-1 Low Rent & Mutual Hel p Prograns
Condition — Tenant accounts receivabl e were excessive.

Recommendati on — Aggressive collection action was recommended.

Current status - Still a finding. See current Schedul e of
Fi ndi ngs and Questioned Costs.

Finding No. 0X-2 Low Rent & Mutual Hel p Prograns

Condition — Has not perforned an annual inventory.

Recommendation - It was recomended to perform an annua
i nventory.
Current status — An annual inventory was conducted. Fi ndi ng
is closed.
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