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Responses to FY 2017 Management Letter 

Report to the Housing Assistance Council Board of Directors 

Status of FY 2017 Management Letter Comments by Raffa 

May 2018 

 

Account Reconcil iation 

Comments We observed during our review of the trial balance that certain general 

ledger accounts reported under cash and investments in the statement of 

financial position were not reconciled during the year. Specifically, the petty 

cash account was not reconciled and certain bank accounts that held 

certain Self-Help Homeownership Program and Preservation Revolving Loan 

Fund funds were closed, but the book balances were not written off. The 

balances were not material to the financial statements, so no audit 

adjustments were proposed. We recommend that all general ledger accounts 

included in cash and investments be reconciled on a monthly basis, and that 

any bank account that has been closed be written of the books. 

Status All cash and investment bank accounts are reconciled monthly. There were 

four general ledger accounts that reflected book balances, collectively 

totaling $30.74, related to SHOP and PRLF bank accounts that had been 

closed or dormant. The appropriate adjustments have been made to clear 

these immaterial balances and the general ledger accounts are inactive. 

When bank accounts are closed, a final bank reconciliation is performed, and 

the related general ledger account marked inactive. 

 

Petty cash is reconciled and replenished, as needed. However, the 

transactions related to the petty cash activity were not properly recorded, 

resulting in an overstatement. The general ledger account has been 

reconciled and as of March 31, 2018, the account reflects a $250 reserved 

amount. Petty cash reconciliation procedures have been revised to ensure 

that transactions are properly recorded. 

 

Documentation of Management Review 

Comments HAC has internal control processes in place requiring the periodic review of 

various reports submitted to funders and government agencies. We noted 

that there is no evidence that the quarterly report prepared and submitted to 

U.S. Department of Housing and Urban Development and the quarterly loan 

status reports received from subrecipients were reviewed by a program 

manager. While we understand that these reports are electronically filed, 

documentation must be maintained to support the proper review and 

approval of such reports. The basic premise is that, if a review is not 
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documented, it is assumed that the review was not performed. We 

recommend that all reviewers be reminded of the process which requires that 

all reviews be evidenced by initially the documents reviewed. 

Status HAC amended its SHOP reports to include a reviewer section that requires 

senior level manager review and signature. Once the report is reviewed, 

signed, and dated, the SHOP Program Manager submits, via email, to HUD. 

 

Quarterly loan status reports submitted by subrecipients (or borrowers) are 

reviewed by the assigned Portfolio Manager. The reports are logged into the 

Loan Fund database. As part of the quarterly portfolio review (QPR) process, 

the Portfolio Manager prepares a narrative report on the status of the project 

based on information obtained from the loan status report and ongoing 

communications with the borrower. The narrative reports are electronically 

submitted to the Senior Portfolio Manager and Loan Fund Director. Upon 

approval of the narrative report, the document is electronically signed and 

dated. 

 

Bank Statement Review 

Comments A management-level employee does not review the unopened bank 

statements upon receipt by HAC. Instead, the bank statements are forwarded 

directly to the Finance Department for reconciliation. As cash is an 

organization’s most liquid asset and, therefore, most susceptible to theft. It is 

important that adequate controls be in place, due to the large volume of 

checks and cash transactions, we recommend that HAC implement a 

“positive pay” system. Under a positive pay system, the bank is provided with 

a list of every cash disbursement that HAC intends to pay by payee and 

amount, so that the bank can verify that the check presented is automatic 

and approved by HAC as an actual cash disbursement. The implementation 

of the positive pay system would help to strengthen controls surrounding cash 

and reduce the risk of unauthorized or fraudulent disbursement. 

Status The Director of Finance and Administration (FAD), a management-level 

employee, receives all unopened bank statements, reviews them, and 

initials/dates them. Once reviewed, the statements are forwarded to FAD staff 

assigned to perform bank reconciliations. Final bank reconciliations are 

reviewed and signed/dated by the Director. 

 

Staff will explore the positive pay system or other electronic solutions that are 

compatible with Microsoft GP, the current accounting software. 

 

Temporarily Restricted Grants 
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Comments HAC receives a number of awards which are earmarked for a particular 

program or purpose by the grantor. According to generally accepted 

accounting principles, such funds should be recorded as temporary restricted 

revenue and released from restriction only when the restriction has been 

satisfied. We identified two grants that were received for a programmatic 

purpose but were not properly classified as restricted grants and included in 

the temporarily restricted net asset schedule. We recommend that procedures 

be established to review all grant agreements and awards to determine if any 

donor restrictions have been imposed. In instances in which the grant or 

award contains a specified purpose or is restricted for a time period, the grant 

should be recorded as temporarily restricted and the funds released only as 

the restriction is satisfied. 

Status The two grants, Morgan Stanley ($50,000) and Wells Fargo ($100,000), were 

classified unrestricted instead of temporarily restricted. Both grants had donor-

imposed restrictions/deliverables. 

 

Existing grant agreements and awards in place for FY 2018 have been 

reviewed and are properly classified. For new grants and awards, staff is 

developing a checklist that goes through a series of indicators to determine if 

any donor restrictions are imposed. If restricted, the grant will be recorded 

appropriately as temporarily restricted with releases occurring as restrictions 

are satisfied. 

 

Loan Program 

Comments We noted an instance in which loan funds were disbursed to a borrower 

during September 2017, but the related revenue and receivable were not 

recorded until after year-end. HAC’s loan process is to disburse funds to a 

borrower and then request a reimbursement from the federal agency.  

Thus, HAC has fulfilled its obligation and has earned revenue once the funds 

are disbursed to the borrower. We proposed an entry to properly record 

revenue and the related receivable as of September 30, 2017 which 

management approved and recorded. We recommend that management, 

as part of its interim (month-end) and year-end close, ensure that all 

disbursements for loans that have not been drawn or received from the 

federal agency are accrued and recognized as revenue in the current period. 

Status This comment is related to HAC’s Self-Help Homeownership Opportunity 

Program (SHOP) and the time that elapses between the loan disbursement to 

the borrower for eligible expenditures and the reimbursement request through 

HUD’s Line of Credit Control System (LOCCS).  

 

When funds are disbursed in one month and drawdowns or receipt of funds 

are received in the subsequent month, an adjustment will be made to 
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recognize revenue and record the grant receivable in the proper period. In 

discussion with Raffa, the adjustment can be made quarterly, at a minimum, 

and for the year-end close. This item has been added to the financial close 

out checklist. 

 

Debarment and Suspension 

Comments In compliance with the Uniform Grant Guidance, HAC has an established 

policy to review the federal listing of all parties debarred, suspended or 

otherwise excluded by federal agencies and contractors declared ineligible 

under statutory or regulatory authority prior to entering into any subcontract or 

subaward. Management represented to us that it had performed such 

inquires. However, there is no evidence that such reviews were performed. Our 

compliance testing in regards to this requirement did not result in any findings, 

as contractors selected for testing were not included on the excluded parties 

list. However, we recommend that HAC document, as part of its contracting 

process, the result of such reviews. This documentation should include when 

the listing was reviewed and by whom, so that it is evident that the review was 

performed without exception prior executing contracts and subawards. 

Status A checklist was created to ensure that all documents (e.g., executed 

contract/agreement, W-9, and excluded parties verification) are collected 

and on file. Prior to executing a contract/agreement, an advance exclusion 

search is performed in the System of Award Management (SAM) to determine 

if a firm or individual is debarred, suspended or excluded by federal agencies. 

The staff conducting the search must print the results, sign and date, and 

provide the documentation to the Finance and Administration Division.  

 


