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Adm ni strators

SUBJECT: Adm nistrative Requirenments for Investing Indian

Housi ng Bl ock Grant Funds

PURPOSE: This Notice establishes the basis upon which
the Departnent will determne if a recipient of Indian
Housing Bl ock Grant (I HBG funds, as authorized by the
Nati ve American Housi ng Assi stance and Sel f -

Det erm nati on Act (NAHASDA) of 1996 (Pub. L. 104-330,
approved Cctober 26, 1996), has the adm nistrative
capacity to draw down | HBG funds for investnent

pur poses.

BACKGROUND: NAHASDA is inplenented through HUD

regul ations at 24 CFR Part 1000. These regul ations
wer e devel oped by a Negoti ated Rul emaki ng Committee
conprised of 48 tribal nenbers and 10 HUD
representatives. One provision of the regulation, 24
CFR 81000. 58, authorizes a recipient to invest certain
grant anounts for the purposes of carrying out

af fordabl e housing activities in investnent securities
and ot her obligations as approved by the Secretary.
The recipient nmay continue to i nvest NAHASDA funds in
accordance wth 24 CFR 81000.58 as long as it
denonstrates to HUD that it has adm nistrative
capacity.

DEFI NI TI ONS:

a. Sel f governance tribe - For purposes of this
notice, a self-governance Indian tribe is an
Indian tribe that participates in tribal self-
governance as authorized under Public Law 93-638,
as anmended (25 U. S.C. 450 et seq).



Recipient - An Indian tribe or the entity for one
or nore Indian tribes that is authorized to
recei ve grant amounts under this Act on behal f of
the tribe or tribes.

Significant and Material Audit Findings - For
purposes of this notice, a significant or materi al
finding is one that (1) identifies a materi al
weakness in financial or accounting controls; or
(2) a finding of substantial financial

m smanagenent or m sapplication of funds that has
not been resol ved; or (3) has any questioned costs
for HUD Programs which were subsequently

di sal | oned which total 5 percent or nore of the
total expenditures for HUD Prograns identified in
the audit.

4. PROCEDURE

Pursuant to 24 CFR 81000.58 (b), an |IHBG recipient nust
denonstrate, to HUD s satisfaction, that:

a.

b.

There are no unresol ved significant and materi al
audit findings or exceptions in the nost recent
annual audit conpleted under the Single Audit Act
or in an independent financial audit prepared in
accordance wth generally accepted auditing
principles; and

is a self-governance Indian tribe or that it has

the adm nistrative capacity and controls to
responsi bly manage the investnent.

5. DOCUMENTATI ON REQUI RED

a.

In order to docunent that there are no unresol ved
significant and material audit finding or
exceptions, the recipient nust submt to the Area
ONAP t he nost recent audit of the recipient
together wth evidence that the cognizant audit
agency (if other than HUD) revi ewed and accepted
the Single Audit Act report. ONAP nust al so be
provided with a status of the Single Audit Act
findings controlled by the cogni zant agency (if
other than HUD). This audit nust be current in



accordance with the Single Audit Act requirenents.
| f an independent financial audit was conducted in
pl ace of an annual audit or in addition to an
annual audit, a copy of this financial audit nust
be submtted. Based on the information provided,
the Area ONAP will determne if there are any
unresol ved significant and material audit

findings. If the recipient is not required to
submt an audit report under the Single Audit Act,
an audit will not be required to conply with this

provision. |If the recipient is a newy created
tribally designated housing entity (TDHE) w t hout
a current audit, an audit will not be required to

conply with this provision.

To docunent that the recipient is a self-
governance tribe as defined above, a certification
fromthe tribe that it is a self-governance tribe
or a copy of the designation fromthe Bureau of

I ndian Affairs. This provision applies only if
the tribe is the recipient. |If the tribe has
designated a TDHE, the recipient is the TDHE, not
the tribe.

If the recipient is not a self-governance tribe,
the recipient nmust denonstrate it has the

adm ni strative capacity and controls to
responsi bly nmanage the investnent.

1. The recipient’s financial nanagenent system
must conply with 24 CFR 885.20. This
i ncl udes accurate, current and conpl ete
financi al reporting, adequate accounting
records, effective internal controls, budget
control and reasonabl e procedures for cash
managenent. In order to docunent to ONAP
that a systemis in place, the recipient
shall submt the follow ng:

a. A copy of the internal control policy.
The policy nmust provide for adequate
safeguard of all grant and subgrant
cash, real and personal property and
ot her assets. Additional provisions of
the policy nust be as foll ows:

- aut hori zation by the appropriate
oversi ght body (e.g., the Board of
Comm ssioners) for the



transaction, docunented in the
official records of that body;

- saf ekeepi ng procedures covering
security of investnent docunents;

- separation of responsibilities for
custody of securities from
mai nt enance of accounting records;

- mai nt enance of investnents in a
cust odi an or trust account;

- i nvestnments nmade only in the nane
of the I HBG recipient;

- i nvestnents recorded in detail in
an investnent | edger;

- use of a systemto insure that al
interest earned is collected,
recorded and credited to
appropri ate accounts;

- periodic reconciliation to the
i nvest nent | edger; and

- requirenent to maintain a maturity
schedul e (See Paragraph 7.b.)

b. The recipient nmust al so adopt and use a
witten investnent policy. The policy
must be submtted to ONAP. The policy
must include a statenent of purpose,
list the eligible investnent
instrunments, contain an assignnent of
authority to staff, and outline each
staff nmenber's responsibilities.

2. The recipient shall have no outstanding
findings as a result of a HUD audit or review
(1 ncluding I nspector Ceneral Audits) that
affects the adm nistrative capacity and
controls to responsi bly manage the
investnment. The recipient shall submt a
certification that there are no findings
whi ch affect the adm nistrative capacity.

PROCESSI NG REQUESTS:



A recipient requesting approval to invest |HBG
funds in accordance with 24 CFR 81000. 58 nust
submt the docunentation outlined above to the
Area ONAP. The Area ONAP will reviewthe
docunent ati on and approve or di sapprove the
request within 60 cal endar days of receipt of the
request.

| f the request is approved, the recipient wll
receive witten notification with the effective
date that the investnent draw down wl | be
available in LOCCS and the amount avail able for

i nvest ment purposes based on the calculation in 24
CFR 81000. 58(f).

If the request is not approved by the Area
ONAP, the recipient will be notified in
witing wwth the specific reasons for the
denial. Wthin thirty cal endar days of
receiving HUD s denial of a request for

i nvestnent, the recipient may request

reconsi deration of the denial in witing.

The request shall set forth justification for
the reconsideration. Wthin 30 cal endar days
of receiving the request, HUD shal

reconsi der the recipient’s request and either
affirmor reverse its initial decision in
witing, setting forth its reason for the
decision. |If the decision was nmade by the
Assi stant Secretary, the decision wll
constitute final agency action.

If the request is denied and an appeal is not
successful, the tribe or TDHE may request another
determ nati on when the conditions for denial have
been corrected. This resubmttal wll be
processed in accordance with the procedures in
6. a. above.

7. ADDI TI ONAL | NFORVATI ON

a.

Depository Agreenent: |HBG funds shall be held in
one or nore accounts separate from ot her funds of
the recipient. Each of these accounts shall be
subject to a general depository agreenent.

Maturity Schedule: Investnents may be for a
period no |onger than two years. The

reci pient shall maintain a schedul e

evi dencing that the proposed investnents wll



mature on the approxi mate dates the funds
will be needed and that investnent maturity
dates do not exceed two years.

8. ELI G BLE | NVESTMENT | NSTRUVENTS: 24 CFR 81000. 58( c)
states that recipients shall invest |IHBG funds only in:

a.

ol igations of the United States; obligations

i ssued by Governnent sponsored agenci es;
securities that are guaranteed or insured by the
United States; nutual (or other) funds registered
with the Securities and Exchange Comm ssion and
whi ch invest only in obligations of the United
States or securities that are guaranteed or
insured by the United States; or

accounts that are insured by an agency or
instrunmentality of the United States or accounts
t hat ensure the continuous and ful
collateralization of deposits that are in excess
of FDIC insurance anpunts to ensure protection of
the funds, even in the event of bank failure.

Col l ateralization shall consist of identifiable
U.S. CGovernnent securities as prescribed by HUD
and specific authority contained in the agreenent
permtting HUD to exercise its rights pursuant to
24 CFR 81000. 60.

9. CONTACTS: Shoul d you need additional information,
pl ease contact your Area O fice of Native Anerican
Pr ogr ans.

/sl Harold Lucas
Assi stant Secretary for Public
and | ndi an Housi ng



