
 

 

March 19, 2018 
 
 
To Management and the Board of Directors of the  
   Housing Assistance Council and Subsidiary 
 
 
In planning and performing our audit of the financial statements of the Housing Assistance Council 
(the Council) and its Subsidiary, Rural Housing Services, Inc. (RHSI) (collectively referred to as HAC) 
as of and for the year ended September 30, 2017, in accordance with auditing standards generally 
accepted in the United States of America, we considered HAC’s internal control over financial 
reporting (internal control) as a basis for designing audit procedures that are appropriate in the 
circumstances for the purpose of expressing our opinion on the consolidated financial statements, but 
not for the purpose of expressing an opinion on the effectiveness of HAC’s internal control.  
Accordingly, we do not express an opinion on the effectiveness of HAC’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 entity’s financial statements will not be prevented, or detected and 
corrected, on a timely basis.  We did not identify any deficiencies in internal control that we consider 
to be material weaknesses.  
 
Our consideration of internal control was for the limited purpose described in the first paragraph and 
was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies and therefore material weaknesses or significant deficiencies may exist that 
were not identified. 
 
OTHER MATTERS 
During our audit, we became aware of several other matters that are opportunities for strengthening 
internal controls and operating efficiency.  The following comments summarize our suggestions 
concerning those matters:   
 
Account Reconciliations 
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 off the books.  
 
Documentation of Management Review 
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 reports 
prepared and submitted to U.S. Department of Housing and Urban Development and the quarterly 
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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 
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 initialing the document 
reviewed.   
 
Bank Statement Review 
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 authentic 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 disbursements.  
 
Temporarily Restricted Grants  
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 
temporarily restricted revenue and released from restrictions 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 assets 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.  
 
Loan Program 
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 the of its 
interim (month-end) and year-end close, ensure that all disbursements for loans that have not been 
drawn down or received from the federal agency are accrued and recognized as revenue in the 
current period.  
 
PRIOR YEAR COMMENT 
During the audit of HAC’s financial statements for the year ended September 30, 2016, we noted a 
matter involving the internal control structure and its operation.  The related comment, which was not 
fully addressed as of September 30, 2017, has been updated accordingly and is repeated as 
applicable again this year.  
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Debarment and Suspension  
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 inquiries.  However, there is no 
evidence that such reviews were performed.  Our compliance testing in regards to this compliance 
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 results 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 to executing contracts 
and subawards.  
 

_______________ 
 
 

This communication is intended solely for the information and use of management, the Board of 
Directors, and others within HAC, and is not intended to be, and should not be, used by anyone other 
than these specified parties.  The purpose of this communication is solely to describe the scope of our 
testing of internal control over financial reporting and the results of that testing.  This communication is 
an integral part of an audit performed in accordance with Government Auditing Standards in 
considering HAC’s internal control over financial reporting.  Accordingly, this communication is not 
suitable for any other purpose. 
 
We appreciate the assistance extended to us by your staff during our audit and trust that the 
comments and suggestions contained herein will be received in the spirit of cooperation with which 
they are offered.  We are available to assist you with the implementation of these suggestions at your 
request. 
 
Sincerely, 
 
 
 
Raffa, P.C. 
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