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400 Wabasha Street North, Suite 400

MINNESOTA o
H o U S I N G F:651.296.8139 | TTY:651.297.2361

www.mnhousing.gov

DATE: February 17, 2022
TO: Minnesota Housing Board Members
FROM: Jennifer Ho, Commissioner
SUBJECT: FINANCE AND AUDIT COMMITTEE MEETING
A meeting of the Finance and Audit Committee has been scheduled for 12:15 p.m. on Thursday,
February 24 via Conference Call (info below).
The topics for discussion at this meeting are:
A. Presentation of FY 2021 Single Audit
B. Adjournment

This committee is a committee of the whole and all members are encouraged to

attend. If you have questions, please call Rachel Franco at (651) 296-2172.

Conference Call Information:

Toll-free dial-in number (U.S. and Canada):
1877568 4108

Access code:
604-977-453

The Agency may conduct a meeting by telephone or other electronic means, provided the conditions of
Minn. Stat. §462A.041 or Minn. Stat. 13D.021 are met. The Agency shall, to the extent practical, allow
a person to monitor the meeting electronically and may require the person making a connection to pay
for documented marginal costs that the Agency incurs as a result of the additional connection.


http://www.mnhousing.gov/
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m MINNESOTA
HOUSING
Item: Presentation of FY 2021 Single Audit

Staff Contact(s):

Kevin Carpenter, 651.297.4009, kevin.carpenter@state.mn.us
Jessica Deegan, 651-297-3120, Jessica.deegan@state.mn.us
Debbi Larson, 651.296.8183, debbi.larson@state.mn.us

Request Type:
(1 Approval No Action Needed
[] Motion Discussion
[] Resolution L] Information

Summary of Request:
FY 2021 Single Audit Results and Discussion

Fiscal Impact:
None

Meeting Agency Priorities:
[] Improve the Housing System
[] Preserve and Create Housing Opportunities
[] Make Homeownership More Accessible
[] Support People Needing Services
[] Strengthen Communities

Attachment(s):

e Compliance Report
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Committee Agenda Item A
Date: 2/24/2022
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Minnesota Housing
Finance Agency

Single Audit Report
June 30, 2021
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Independent auditor’s report on internal control over financial reporting and on compliance
and other matters based on an audit of financial statements performed in accordance with
Government Auditing Standards

Independent auditor's report on compliance for each major federal program; report on internal
control over compliance; and report on schedule of expenditures of federal awards required
by the Uniform Guidance

Schedule of expenditures of federal awards
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Schedule of findings and questioned costs

Summary schedule of prior-year findings
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Report on Internal Control Over Financial Reporting
and on Compliance and Other Matters Based on an Audit of Financial Statements
Performed in Accordance With Government Auditing Standards

Independent Auditor’s Report

Board of Directors
Minnesota Housing Finance Agency

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States, the financial statements of the business-type
activities and each major fund of Minnesota Housing Finance Agency (the Agency), a component unit of
the State of Minnesota, as of and for the year ended June 30, 2021, and the related notes to the financial
statements, which collectively comprise the Agency’s basic financial statements, and have issued our
report thereon dated November 18, 2021.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Agency’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 opinions on the financial statements,
but not for the purpose of expressing an opinion on the effectiveness of the Agency’s internal control.
Accordingly, we do not express an opinion on the effectiveness of the Agency'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 a 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. A
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe
than a material weakness, yet important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section 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 have not been identified. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. We did identify a certain
deficiency in internal control, described in the accompanying schedule of findings and responses as item
2021-001 that we consider to be a significant deficiency.

THE POWER OF BEING UNDERSTOOD
AUDIT | TAX | CONSULTING
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Agency’s financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts and grant agreements, noncompliance with which could have a direct and material effect on the
financial statements. However, providing an opinion on compliance with those provisions was not an
objective of our audit, and accordingly, we do not express such an opinion. The results of our tests
disclosed no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards.

The Agency's Response to the Finding

The Agency's response to the finding identified in our audit is described in the accompanying schedule of
findings and responses. The Agency's response was not subjected to the auditing procedures applied in
the audit of the financial statements and, accordingly, we express no opinion on it.

Purpose of This Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the Agency'’s internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the Agency’s internal control and compliance.
Accordingly, this communication is not suitable for any other purpose.

PSK VS LLP

Duluth, Minnesota
November 18, 2021
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Report on Compliance for Each Major Federal Program;
Report on Internal Control Over Compliance; and Report on Schedule of
Expenditures of Federal Awards Required by the Uniform Guidance

Independent Auditor’s Report

Board of Directors
Minnesota Housing Finance Agency

Report on Compliance for Each Major Federal Program

We have audited Minnesota Housing Finance Agency’s (the Agency), a component unit of the State of
Minnesota, compliance with the types of compliance requirements described in the OMB Compliance
Supplement that could have a direct and material effect on each of the Agency’s major federal programs
for the year ended June 30, 2021. The Agency’s major federal programs are identified in the summary of
independent auditor’s results section of the accompanying schedule of findings and questioned costs.

Management’s Responsibility
Management is responsible for compliance with federal statutes, regulations, and the terms and
conditions of its federal awards applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of the Agency’s major federal
programs based on our audit of the types of compliance requirements referred to above. We conducted
our audit of compliance in accordance with auditing standards generally accepted in the United States of
America; the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptrolier General of the United States; and the audit requirements of Title 2 U.S. Code of
Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards (Uniform Guidance). Those standards and the Uniform Guidance
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance
with the types of compliance requirements referred to above that could have a direct and material effect
on a major federal program occurred. An audit includes examining, on a test basis, evidence about the
Agency’s compliance with those requirements and performing such other procedures as we considered
necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major
federal program. However, our audit does not provide a legal determination of the Agency’s compliance.

Opinion on Each Major Federal Program

In our opinion, the Agency complied, in all material respects, with the types of compliance requirements
referred to above that could have a direct and material effect on each of its major federal programs for the
year ended June 30, 2021.

THE POWER OF BEING UNDERSTOOD
AUDIT | TAX | CONSULTING
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Report on Internal Control Over Compliance

Management of the Agency is responsible for establishing and maintaining effective internal control over
compliance with the types of compliance requirements referred to above. In planning and performing our
audit of compliance, we considered the Agency’s internal control over compliance with the types of
requirements that could have a direct and material effect on each major federal program to determine the
auditing procedures that are appropriate in the circumstances for the purpose of expressing an opinion on
compliance for each major federal program and to test and report on internal control over compliance in
accordance with the Uniform Guidance, but not for the purpose of expressing an opinion on the
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of the Agency’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material weakness in internal control over compliance is a deficiency,
or combination of deficiencies, in internal control over compliance, such that there is a reasonable
possibility that material noncompliance with a type of compliance requirement of a federal program will
not be prevented, or detected and corrected, on a timely basis. A significant deficiency in internal control
over compliance is a deficiency, or a combination of deficiencies, in internal control over compliance with
a type of compliance requirement of a federal program that is less severe than a material weakness in
internal control over compliance, yet important enough to merit attention by those charged with
governance.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our
testing of internal control over compliance and the results of that testing based on the requirements of the
Uniform Guidance. Accordingly, this report is not suitable for any other purpose.

Report on Schedule of Expenditures of Federal Awards Required by the Uniform Guidance

We have audited the financial statements of the business-type activities and each major fund of the Agency
as of and for the year ended June 30, 2021, and have issued our report thereon dated November 18,
2021, which contained unmodified opinions on those financial statements. Our audit was conducted for
the purpose of forming an opinion on the financial statements as a whole. The accompanying schedule of
expenditures of federal awards is presented for purposes of additional analysis as required by the Uniform
Guidance and is not a required part of the financial statements. Such information is the responsibility of
management and was derived from and relates directly to the underlying accounting and other records
used to prepare the financial statements. The information has been subjected to the auditing procedures
applied in the audit of the financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare the
financial statements, or to the financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our opinion,
the schedule of expenditures of federal awards is fairly stated in all material respects in relation to the
financial statements as a whole.

PSSk LS LLP

Duluth, Minnesota
February 10, 2022



Page 10 of 38

Minnesota Housing Finance Agency

Schedule of Expenditures of Federal Awards
Year Ended June 30, 2021

Federal Assistance Passed
Funding Listing  Pass-through Through to Federal
Source Grant Name Number Entity Number  Subrecipients  Expenditures
U.S. Depariment of Housing and Urban Development:
Direct:
Section 8 Project-Based Cluster
Section 8 New Construction and Substantial Rehabilitation 14.182 N/A $ - $ 1,145258
Section 8 Housing Assistance Payments Program for Low
Income Families (MHFA Portfolio) 14.195 N/A - 12,801,261
Total Section 8 Project-Based Cluster - 13,946,519
Performance-Based Contract Administrator Program 14.327 N/A - 207,143,115
COVID-19 - Performance Based Contract Administrator 14.327 N/A - 940,695
Total Assistance Listing Number 14.327 - 208,083,810
HOME Investment Partnerships Program 14.239 N/A - 55,620,373
National Housing Trust Fund 14.275 N/A - 5,528,605
Housing Opportunities for Persons with AIDS 14.241 N/A 232,460 1,040,211
COVID-19 - Housing Opportunities for Persons with AIDS 14.241 N/A - 3,728
Total Assistance Listing Number 14.241 232,460 1,043,939
Section 811 Project Rental Assistance Program 14.326 N/A 1,062,344 1,062,344
Total U.S. Department of Housing and
Urban Development 1,294,804 285,285,592
U.S. Department of Treasury:
Direct:
COVID-19 - Emergency Rental Assistance Program (Round 1) 21.023 N/A - 18,042,273
COVID-19 - Homeowner Assistance Fund 21.026 N/A - 9,196
Passed through Minnesota Management and Budget:
COVID-19 - Coronavirus Relief Fund 21.019 SLT0016 80,010,989 81,764,758
Total U.S. Department of Treasury 80,010,989 99,816,228
Total expenditures of federal awards $81,305,793  $ 385,101,819

See notes to the schedule of expenditures of federal awards
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Minnesota Housing Finance Agency

Notes to the Schedule of Expenditures of Federal Awards

Note 1. Basis of Presentation

The accompanying schedule of expenditures of federal awards (the Schedule) includes the federal award
activity of Minnesota Housing Finance Agency (the Agency) under programs of the federal government
for the year ended June 30, 2021. The information in the Schedule is presented in accordance with the
requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements,
Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Therefore, some
amounts presented in the Schedule may differ from amounts presented in, or used in the preparation of,
the basic financial statements. Because the Schedule presents only a selected portion of the operations
of the Agency, it is not intended to, and does not, present the financial position, changes in net position,
or cash flows of the Agency.

Note 2. Summary of Significant Accounting Policies

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such
expenditures are recognized following the cost principles contained in the Uniform Guidance, wherein
certain types of expenditures are not allowable or are limited as to reimbursement. The Agency has
elected to not use the 10% de minimis indirect cost rate as allowed under the Uniform Guidance.

Note 3. Loans Receivable

The Agency provides rental rehabilitation and new construction loans to approved properties via funding
provided through Assistance Listing Number (ALN) 14.239 HOME Investment Partnerships Program (the
HOME Program). These loans have continuing compliance requirements during the period of affordability,
as defined by the HOME Program requirements, which vary depending on the number of HOME Program
units at each property. The balance of rental rehabilitation loans outstanding totaled $51,521,859 at

June 30, 2021.

The Agency provided loans to approved properties via funding provided through ALN 14.241 Housing
Opportunities for Persons with AIDS (HOPWA). These capital loans have continuing compliance
requirements during the period of affordability, as defined by the HOPWA program requirements. The
balance of the capital loans outstanding totaled $409,631 at June 30, 2021.

The Agency provided loans to approved properties via funding provided through ALN 14.275 National
Housing Trust Fund. These capital loans have continuing compliance requirements during the period of
affordability, as defined by the program requirements. The balance of the capital loans outstanding
totaled $6,148,368 at June 30, 2021.

Note 4. Reconciliation to the Financial Statements

The reconciliation of the schedule of expenditures of federal awards to the Agency’s basic financial
statements for the year ended June 30, 2021, is as follows:

Total federal awards per the schedule of expenditures of federal awards $ 385101,819
Beginning balance of loans included in total federal awards (51,246,186)
Administration fees received, included in fees earned and other income
in the general reserve fund (9,399,648)
CHAP/CREF funds paid back to State of MN 18,000,000
CHAP/CRF funds paid back to MH from subrecipients 12,554,120
Total federal appropriations disbursed per federal
appropriated fund of the Agency $ 355,010,105
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Minnesota Housing Finance Agency

Schedule of Findings and Questioned Costs
Year Ended June 30, 2021

Section . SUMMARY OF INDEPENDENT AUDITOR’'S RESULTS
A. Financial Statements

1. Type of report the auditor issued on whether the financial
statements audited were prepared in accordance with GAAP: Unmodified

2. Internal control over financial reporting:

o Material weakness(es) identified? Yes X No

« Significant deficiency(ies) identified? X Yes None Reported

3. Noncompliance material to financial statements
noted? Yes X No

B. Federal Awards
1. Internal control over major programs:

e Material weakness(es) identified? Yes X No

s Significant deficiency(ies) identified? Yes X None Reported

2. Type of auditor’s report issued on compliance for major programs: Unmodified

e Any audit findings that are required to be
reported in accordance with section 2 CFR
200.516(a)? Yes X No

C. Identification of Major Programs

1. Name of Federal Program Assistance
Listing Number

Coronavirus Relief Fund 21.019
Emergency Rental Assistance Program 21.023

2. Dollar threshold used to distinguish between Type A and Type B programs: $3,000,000

3. Auditee qualified as low-risk auditee? X Yes No

(Continued)



Minnesota Housing Finance Agency

Schedule of Findings and Questioned Costs (Continued)
Year Ended June 30, 2021

Page 13 of 38

Section Il.  FINANCIAL STATEMENT FINDINGS
A. Internal Control Findings
See item 2021-001.
B. Compliance Findings
No matters to report.
Section 1ll. FEDERAL AWARD FINDINGS AND QUESTIONED COSTS
A. Internal Control Findings
No matters to report.
B. Compliance Findings

No matters to report.
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Minnesota Housing Finance Agency

Schedule of Findings and Responses (Continued)
Year Ended June 30, 2021

ltem 2021-001: Financial Reporting and Schedule of Expenditures of Federal Awards (SEFA)

Criteria: The Uniform Guidance requires the auditee to prepare a schedule of expenditures of federal
awards for the period covered by the auditee’s financial statements. Timely reconciliation and review of
the SEFA should be completed to ensure complete and accurate reporting.

Condition: There was a breakdown in the Agency’s procedures related to preparation and review of the
SEFA.

Context: The Agency’s expenditures of federal awards reported on the SEFA were understated
$5,534,531.

Cause: The Agency did not complete their reconciliation of the expenditures reported on the SEFA to the
expenses reported the statement of revenue, expenses and changes in net position.

Effect: The Agency’s SEFA was misstated for the items noted above.

Recommendation: The Agency should complete their reconciliation of the expenditures reported on the
SEFA to the expenses reported the statement of revenue, expenses and changes in net position.
Completing this reconciliation provides a tool to identify differences between the two financial statements
that then can be evaluated whether they are appropriately reported.

Views of responsible officials of the auditee: We agree with the above finding and our response is
included in the corrective action plan.
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Minnesota Housing Finance Agency
SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS

FOR THE YEAR ENDED JUNE 30, 2021

Per 2 C.F.R. §200.511(a), an auditee must prepare a summary schedule of prior audit findings. A summary
schedule of prior audit findings must report the status of all audit findings (which encompass those defined in 2
C.F.R. 200.516(a)) included in the prior audit's schedule of findings and questioned costs.

Prior-year findings: None reported.

1

%Wﬁ’/j ﬁféf;bt,f* Levin ). &f/mﬁ/’/a’ﬂ 7-19-2|

Signature Print Name/Title Date

10



Page 16 of 38

This page intentionally left blank.



Page 30 of 38

This page intentionally left blank.



S

"pantasay sYBIY IV "dT11 SN NSYH 2202 ©

PagI
[ |

2202 ‘v¢ AMenige

s)insay Jpny 8|buls 1202

J31L1ININOD 11dNV dHL O1 NOILVINISddd
AONFOV dONVNIH ONISNOH VLOSANNIW




"pantasay sYBIY IV "dT11 SN NSYH 2202 ©

WS

I .
G YoBqpPa9) pUB SJUBLIWOD [BIaUSL)
b 2ouUepINg Wioiun
¢ spJepue}s Bunipny JUSWUISA0D)
C yoday Hpny a|bulS 1202
) suoneslunwwo? palinbay jo Alewwng




SY

"pantasay sYBIY IV "dT11 SN NSYH 2202 ©

Pag

|

Jusawa|ddng aoueldwon
1202 Y] 0] paje|al epusppe oM] JO aouenssi ay) 0] 10algns
pakejop sem nodal aoueldwod jipne a|buls ay) Jo aduenss| -

Juswabeue\ YA\ pPassnoasi sanss| Juealiubig

suolediunwwon palinbay jo Alewwng




"pantasay sYBIY IV "dT11 SN NSYH 2202 ©

WS

sbuipulj Jipne Jouid Jo sjnpsayos Alewwng

S1S09 pauolsanb pue sbulpuly Jeak-jualind Jo a|npayos
0Z0Z wou} uol|jiw 8'61$ JO asealdu| -
spJeme |elapa} uo juads uol|jiw |°'GeES -

spJeme |eJapa] Jo salnjipuadxa JO 8|NPayos
aouel|dwoo JBA0 |0JJU0D |eulaju| -

sweiboud
Jolew ayj 0] 9|geoijdde sjuswadinbai yim asueldwon -

2oUBpINS) WIoluUN

Buiodad |elouBUl JOAO |0JJUOD [BUISIU| -

SjuSWIa)L)S [BIOURUIL 8Y]) JO JIpNe Ue uo paseq aoueldwo) -
spJepuelg Bunipny JusWUISA0L)

4

Joday upny 8|buis 1202




SY

"pantasay sYBIY IV "dT11 SN NSYH 2202 ©

€

Pag

‘payiuapl sbuipuy oN -
suole|nbal pue sme| yum aosueljdwon

‘uol|jiw
m.mw pajelSiapun alaM 43S =ay] uo me_DU___UCGQXG jeJopo 4

"v43S 9y} Jo uoneltedaid o) pajejal Aousiolysp Juediubis -
Buriodad [eIOUBUIL JBAO [0JJUOD [BUIB)U|

spJepuels bunipny JUsWUIBA09)




<‘mz "pantasay sYBIY IV "dT11 SN NSYH 2202 ©

14
L} ]/

paynuapl sbuipul} ON -
aouel|dwod welboud Jolep

paynuapl sbuipul} ON -
aouel|[dwo? JBA0 |0J]UOD |BUIB)U|

1202 uluads uol|[iw 0'gLS -

€CO'LC NIV -
90UR]SISSY |eluay Aousbiawg -

1 20Z uljuads uoliw 8°18$ -
6L0°LZ NV
pun4 Jal|oy SNIIABUOIOD -
sweuboud Jolew | zoz

aouepINg WJIoJIuN




Sy

"pantasay sYBIY IV "dT11 SN NSYH 2202 ©

Pag

S

Xog yeyaqoy pue biagpoy yegq :Aq pajuasaid

‘leob jeyy buiaaiyoe
ul sh o} juelioduwl si YoeqpPoad} JNOA

‘suolje}dadxa JnoA
‘P9992Xd )nq ‘}@dwWw Ajuo jou 03 siI [eob unQ

‘Aouaby aoueul4 BuiSnoH e}OSauUul

9AI19S 0} sh Bbuimojje 10} noA yuey |

}OBQPO8) puL SJUBWIWOD [BIBUSL) -



SHdMSNY ANV

SNOILS3NO




	2022-02-24 FA Committee Agenda (KDC)
	A Presentation of FY 2021 Single Audit
	Minnesota Housing Finance Agency_2021 Compliance Report_Final Draft.pdf
	Minnesota Housing Finance Agency


	Minnesota Housing Finance Agency_2021 Compliance Report_Final Draft
	Minnesota Housing Finance Agency

	MN Housing Presentation - Single Audit Report



