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March 15, 2024

The Governing Body of
Housing Authority of the City of Needles

We have audited the financial statements of Housing Authority of the City of Needles (Authority) as of and for the 
year ended June 30, 2023, and have issued our report thereon dated March 15, 2024.

This report summarizes our communications with those charged with governance as required by our professional 
standards to assist you in fulfilling your obligation to oversee the financial reporting and disclosure process. 

REQUIRED COMMUNICATIONS

Professional standards require the auditor to provide the Governing Body (the Board or those charged with 
governance) with additional information regarding the scope and results of the audit that may assist the Board in 
overseeing the financial reporting and disclosure processes which the management of the Authority is responsible. 
We summarize these required communications as follows:

AUDITORS’ RESPONSIBILITIES UNDER AUDITING STANDARDS GENERALLY ACCEPTED IN THE UNITED STATES (US 
GAAS) AND GENERALLY ACCEPTED GOVERNMENT AUDITING STANDARDS (GAGAS)

Our responsibilities are included in our audit engagement letter.

The financial statements are the responsibility of the Authority’s management as prepared with the oversight of 
those charged with governance. Our audit was designed in accordance with auditing standards generally accepted 
in the United States and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States, to obtain reasonable, rather than absolute, assurance that 
the financial statements are free of material misstatement. We were not engaged to perform an audit of the 
Authority’s internal control over financial reporting.

Our audit included consideration of internal control over financial reporting as a basis for designing audit procedures 
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the Authority’s internal control over financial reporting. Accordingly, we will express no such opinion. An audit also 
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements, 
assessing the accounting principles used and significant estimates made by management, and evaluating the overall 
financial statement presentation. 
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INDEPENDENCE

We are not aware of any relationships between Smith Marion & Co., and our related entities, and the Authority, 
or any other matters that in our professional judgment, may reasonably be thought to bear on our independence.

We confirm that we are independent with respect to the Authority within the meaning of the applicable published 
rules and pronouncements, its interpretations, and rulings.

THE ADOPTION OF, OR A CHANGE IN SIGNIFICANT ACCOUNTING POLICIES 

We determined that the Board is informed about the initial selection of, and any changes in significant accounting 
principles or their application when the accounting principle or its application, including alternative methods of 
applying the accounting principle, has a material effect on the financial statements.

There was no adoption of, or changes in significant accounting policies.

AUDITORS’ JUDGEMENT ABOUT THE QUALITY OF THE AUTHORITY’S ACCOUNTING PRINCIPLES

We discussed our judgment about the quality, not just the acceptability, of the Authority’s accounting principles as 
applied in its financial reporting, including the consistency of the accounting policy and their application and the 
clarity and completeness of the financial statements and related disclosures. 

SENSITIVE ACCOUNTING ESTIMATES

Certain estimates are particularly sensitive due to their significance to the financial statements and the possibility 
that future events may differ significantly from management’s expectations. 

We determined that the Board is informed about management’s process for formulating particularly sensitive 
estimates and about the basis to our conclusions regarding the reasonableness of those estimates. 

There were no sensitive estimates management’s judgment is called upon in.

FINANCIAL STATEMENT DISCLOSURES 

Certain financial statement disclosures involve significant judgment and are particularly sensitive because of their 

significance to financial statement users. 

There were no sensitive disclosures management’s judgment is called upon in.

IDENTIFIED OR SUSPECTED FRAUD 

We are not aware of any matters that require communication. Furthermore, the Authority’s management has 
represented to us that they were not aware of any fraud or illegal acts for the period from July 01, 2022 to June 30, 
2023 (see Management’s Representation Letter).
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SIGNIFICANT DIFFICULTIES ENCOUNTERED DURING THE AUDIT

There were no serious difficulties encountered in dealing with management in performing the audit. 

REPRESENTATIONS REQUESTED FROM MANAGEMENT

We have requested certain written representations from management in a separate letter dated March 15, 2024
(see Management’s Representation Letter).

UNCORRECTED MISSTATEMENTS, RELATED TO ACCOUNTS AND DISCLOSURES, CONSIDERED BY MANAGEMENT TO 
BE IMMATERIAL

For purposes of this communication, professional standards require us to accumulate all known and likely 
misstatements identified during the audit, other than those that we believe are trivial, and communicate them to 
the appropriate level of management. Further, professional standards require us to also communicate the effect of 
uncorrected misstatements related to prior periods on the relevant classes of transactions, account balances or 
disclosures, and the financial statements as a whole. The uncorrected financial statement misstatements whose 
effects in the current and prior periods, as determined by management, are immaterial, both individually and in the 
aggregate, to the financial statements taken as a whole.

MATERIAL CORRECTED MISSTATEMENTS, RELATED TO ACCOUNTS AND DISCLOSURES

In addition, professional standards require us to communicate to you all material, corrected misstatements that 
were brought to the attention of management as a result of our audit procedures. 

As a result of our audit procedures, material misstatements were brought to the attention of management and were 
corrected during the current period (see Adjusting Journal Entry Report).

DISAGREEMENTS WITH MANAGEMENT

There were no material disagreements with the Authority’s management on financial accounting and reporting 
matters during the audit.

CONSULTATIONS WITH OTHER ACCOUNTANTS

In some cases, management may decide to consult with other accountants about auditing and accounting matters,
similar to obtaining a “second opinion” on certain situations. Management informed us that, and to our knowledge, 
there were no consultations with other accountants regarding auditing and accounting matters (see Management 
Representation Letter).
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MAJOR ISSUES DISCUSSED WITH MANAGEMENT PRIOR TO RETENTION 

In the normal course of our professional association with the Authority, we generally discuss a variety of matters, 
including the application of accounting principles and auditing standards, operating and regulatory conditions 
affecting the Authority, and operational plans and strategies that may affect the risks of material misstatement. 
None of the matters discussed resulted in a condition to our retention as the Authority’s auditors.  

SIGNIFICANT RISKS IDENTIFIED

For purposes of this communication, professional standards require us to communicate to you significant risks 
identified during our audit. 

The following significant risks were identified in our audit procedures:

Management override of controls (required by US GAAS) - Even though internal control over financial reporting 
(hereinafter referred to as internal controls or simply as controls) may appear to be well-designed and effective, 
controls that are otherwise effective can be overridden by management in every entity. Many financial statement 
frauds have been perpetrated by intentional override by senior management of what might otherwise appear to be 
effective internal controls. Because management is primarily responsible for the design, implementation, and 
maintenance of internal controls, the entity is always exposed to the danger of management override of controls. 

Improper revenue recognition (required by US GAAS) - Revenue recognition is one of only two matters that must 
always, under AU-C 240 (the fraud risk standard), be considered a high-risk area, requiring expanded audit attention. 
Revenue recognition fraud schemes have been responsible for more investigations, restatements, and litigation 
against outside accountants than any other single cause. Revenue recognition is an accounting principle that asserts 
that revenue must be recognized as it is earned. Proper revenue recognition is imperative because it relates directly 
to the integrity of a company’s financial reporting. The intent of the principle around revenue recognition is to 
standardize the revenue policies used by companies. This standardization allows external entities to easily compare 
the income statements of different companies in the same industry. Because revenue is one of the most important 
measures used by external entities to assess a company’s performance, it is crucial that financial statements be 
consistent and credible.

GASB 96 Implementation (New Significant Standard) - Implementation of new accounting standards like GASB 96 
can be complex and requires careful consideration.

Government entities are increasingly utilizing Subscription-Based Information Technology Arrangements (SBITAs) to 
access necessary software without the need for ownership. GASB Statement 96 on SBITAs fundamentally changes 
the recognition, measurement, and disclosure related to these arrangements. The major changes outlined in GASB 
96 are: (1) SBITAs will be classified as a right-to-use subscription asset—an intangible asset—on the balance sheet; 
(2) Outflows associated with the subscription will be recognized as subscription expenses, generally in the period 
incurred; (3) Specific disclosure requirements will provide information about the nature of the government's SBITAs; 
and (4) The provisions are effective for fiscal years beginning after June 15, 2022, with earlier application 
encouraged. Implementation requires attention to the specific terms and conditions of SBITAs to ensure proper 
accounting treatment.



5

SIGNIFICANT UNUSUAL TRANSACTIONS

For purposes of this communication, professional standards require us to communicate to you significant unusual 
transactions identified during our audit. 

During our audit procedures, we did not become aware of significant unusual transaction that should be brought to 
your attention.

OTHER SIGNIFICANT MATTERS, FINDINGS, OR ISSUES

During prior audit procedures, we became aware of certain matters that should be brought to your attention. A 
listing of these matters is discussed in a separate report to management dated March 15, 2024 (see Management
Letter).

OTHER INFORMATION IN DOCUMENTS CONTAINING AUDITED FINANCIAL STATEMENTS 

We reviewed the supplemental information to the financial statements to ensure consistency with the audited 
financial statements.

RESTRICTION ON USE

This report is intended solely for the information and use of the individuals charged with governance, and 
management of the Authority and is not intended to be and should not be used by anyone other than these specified 
parties.

Sincerely,


