


Washington State Auditor
Brian Sonntag

March 29, 2010

Board of Commissioners
Housing Authority of Snohomish County
Everett, Washington

Report on Financial Statements and Federal Single Audit

Please find attached our report on the Housing Authority of Snohomish County's financial
statements and compliance with federal laws and regulations.

We are issuing this report in order to provide information on the Housing Authority’s financial
condition.

Sincerely,

BRIAN SONNTAG, CGFM
STATE AUDITOR

Insurance Building, P.O. Box 40021 = Olympia, Washington 98504-0021 » (360) 902-0370 « TDD Relay (800) 833-6388
FAX (360) 753-0646 « http:/www.sao.wa.gov



Table of Contents

Housing Authority of Snohomish County
July 1, 2008 through June 30, 2009

Federal Summary

.....................................................................................................................

..................................................................................

Schedule of Prior Federal Audit Findings
Status of Prior Audit Findings

....................................................................................................

Independent Auditor’'s Report on Internal Control over Financial Reporting and on
Compliance and Other Matters in Accordance with Government Auditing Standards

................

Independent Auditor's Report on Compliance with Requirements Applicable to each Major
Program and Internal Control over Compliance in Accordance with OMB Circular A-133

Independent Auditor's Report on Financial Statements

.............................................................

Financial Section

.......................................................................................................................




Federal Summary

Housing Authority of Snohomish County
July 1, 2008 through June 30, 2009

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 financial statements of the business-type activities and
the aggregate discretely presented component units.

Internal Control Over Financial Reporting:

o Significant Deficiencies: We reported no 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 reported no deficiencies in the design or operation of
internal control over major federal programs that we consider to be significant
deficiencies.

o Material Weaknesses: We identified no 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 programs.

We reported no findings that are required to be disclosed under OMB Circular A-133.
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Identification of Major Programs:
The following were major programs during the period under audit:

CFDA No. Program Title

14.238 Shelter Plus Care
14.850 Public and Indian Housing
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 $975,221.

The Housing Authority did not qualify as a low-risk auditee under OMB Circular A-133.
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Schedule of Prior Federal Audit Findings

Housing Authority of Snohomish County
July 1, 2008 through June 30, 2009

This schedule presents the status of federal findings reported in prior audit periods. The status
listed below is the representation of the Housing Authority of Snohomish County. The State
Auditor's Office has reviewed the status as presented by the Housing Authority.

Audit Period: Report Reference | Finding Reference | CFDA Number(s):
7/1/2008 through 6/30/2009 | No: 1001683 No: 1 14.238

Federal Program Name and Granting Agency: | Pass-Through Agency Name:
Shelter Plus Care, U.S. Department of Housing | NA .
and Urban Development

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

Background:

Federal guidelines require grant recipients to ensure all subrecipients 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.

Status of Corrective Action: (check one)
X Fully Corrected [ partially Corrected ] No Corrective Action Taken [ Finding is considered no longer valid

Corrective Action Taken:

HASCO performed a Suspension and Debarment Verification for the YWCA of Seattle-King
County-Snohomish County on March 26, 2009. We will annually verify and document that the
YWCA is not suspended or debarred based on the timing of the yearly renewal grant
agreement executed between HUD and HASCO for the SPC funds, effective April 1 of each
year. This will be accomplished either by checking the Suspension and Debarment website or
adding a clause to the contract between the YWCA and HASCO that states that by signing the
YWCA is confirming that they are not suspended or debarred.
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Status of Prior Audit Findings

Housing Authority of Snohomish County
July 1, 2008 through June 30, 2009

The status of findings contained in the prior years’ audit reports of the Housing Authority of
Snohomish County is provided below:

1.

The Housing Authority does not have adequate controls to ensure accurate
financial reporting.

Report No. 1001683, dated June 29, 2009

Background

Housing Authority personnel did not adequately research applicable accounting
standards before making a financial reporting decision. The Housing Authority’'s
interpretation of accounting methods to account for transactions occurring due to fiscal
year-end differences between the tax credit partnerships and the Housing Authority
varied from GAAP.

Also, the Housing Authority’s interpretation to include debt incurred by the tax credit
partnerships in the calculation of capital assets, net of related debt calculation varied
from GAAP. In addition, although the Housing Authority received guidance from HUD on
how to account for unspent federal revenue, the guidance was not implemented by the
Housing Authority. Further, as noted in our prior audit, the Housing Authority did not
adequately monitor financial statement preparation to detect errors and ensure the
accuracy and reasonableness of financial reporting.

Status

The prior year audit finding was resolved
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