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Please find attached our report on the Housing Authority of Snohomish County’s financial
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condition.
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Federal Summary

Housing Authority of Snohomish County
July 1, 2007 through June 30, 2008

The results of our audit of the Housing Authority of Snohomish County are summarized below in
accordance with U.S. Office of Management and Budget Circular A-133.

FINANCIAL STATEMENTS

An unqualified opinion was issued on the basic financial statements.

Internal Control Over Financial Reporting:

° Significant Deficiencies: We identified deficiencies in the design or operation of
internal control over financial reporting that we consider to be significant deficiencies.

° Material Weaknesses: We identified no significant deficiencies that we consider to be
material weaknesses.

We noted no instances of noncompliance that were material to the financial statements of the
Housing Authority.

FEDERAL AWARDS

Internal Control Over Major Programs:

° Significant Deficiencies: We identified deficiencies in the design or operation of
internal control over major federal programs that we consider to be significant
deficiencies.

° Material Weaknesses: We identified significant deficiencies that we consider to be

material weaknesses.

We issued an unqualified opinion on the Housing Authority’s compliance with requirements
applicable to its major federal program.

We reported findings that are required to be disclosed under OMB Circular A-133.
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ldentification of Major Programs:
The following were major programs during the period under audit:

CFDA No. Program Title

14.238 Shelter Plus Care
14.415/427  Rural Rental Housing Cluster
14.871 Housing Choice Vouchers

The dollar threshold used to distinguish between Type A and Type B programs, as prescribed
by OMB Circular A-133, was $1,031,479.

The Housing Authority qualified as a low-risk auditee under OMB Circular A-133.
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Schedule of Federal Audit Findings and
Questioned Costs

Housing Authority of Snohomish County
July 1, 2007 through June 30, 2008

The Housing Authority of Snohomish County did not have internal controls
to ensure compliance with federal suspension and debarment
requirements.

CFDA Number and Title: 14.238 Shelter Pius Care
Federal Grantor Name: U.S. Department of Housing and Urban
Development
. WAQ1C604018, WA01C704019,

Federal Award/Contract Number: WAO1C704020
Pass-through Entity Name: NA
Pass-through Award/Contract NA
Number:

umber:
Questioned Cost Amount: $0

Description of Condition

We reviewed the Housing Authority’s internal controls and compliance with regulations
for the Shelter Plus Care grant, which is designed to link rental assistance to supportive
services for hard-to-serve homeless persons with disabilities, have chronic problems
with alcohol, drugs or both, or have acquired immunodeficiency syndrome (AIDS) and
related diseases and their families if they are also homeless. The Housing Authority
spent $2,046,387 in Shelter Plus Care grant funds during fiscal year 2008. Of these
expenditures, $1,936,807 was passed through to one subrecipient. Federal guidelines
require grant recipients to ensure all subrecpients and vendors with contracts exceeding
$25,000 are not suspended or debarred from participating in federal programs. The
grant recipient can do this by checking the federal Excluded Parties List System or by
obtaining a certificate from the vendor or subrecipient stating they have not been
suspended or debarred. The Housing Authority did not have internal controls in place to
ensure either occurred.

Cause of Condition
The Housing Authority was unaware the requirement applied to nonprofit subrecipients.
Effect of Condition

The lack of internal controls increases the risk that the Housing Authority could use
federal funds for unallowable costs.
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We were able to determine through additional work that the subrecipient had not been
suspended nor debarred; therefore, we are not questioning costs.

Recommendation

We recommend the Housing Authority establish internal controls and procedures to
ensure subrecipients are not suspended or debarred.

Housing Authority’s Response

The Housing Authority is aware of the requirement to check for suspended and debarred
parties as part of our contracting procedures. In this case the contract was entered into
in 2002. The party we contracted with is a non-profit agency that receives in excess of
$10 million per year in federal grants and has their own single audit performed each
year. Clearly this agency is not suspended or debarred. This fact was so obvious that
documenting this in the file seemed completely unnecessary.

In the future we will include this documentation in the file.
Auditor’s Remarks

We appreciate the Housing Authority’s response and commitment to resolve this finding.
We will review the Housing Authority’s corrective action during our next audit.

Applicable Laws and Regulations

Office of Management and Budget Circular A-133, Audits of States, Local Governments,
and Non-Profit Organizations, Section 300, states in part:

The auditee shall:

(b) Maintain internal control over Federal programs that provides
reasonable assurance that the auditee is managing Federal
awards in compliance with laws, regulations, and the provisions of
contracts or grant agreements that could have a material effect on
each of its Federal programs.

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

Title 2, Code of Federal Regulations, Section 180.300 - What must | do before | enter
into a covered transaction with another person at the next lower tier?

When you enter into a covered transaction with another person at the
next lower tier, you must verify that the person with whom you intend to
do business is not excluded or disqualified. You do this by:

(a) Checking the EPLS; or

(b) Collecting a certification from that person if allowed by this
rule; or

(c) Adding a clause or condition to the covered transaction with
that person.
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