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The Navajo Nation Office of the Auditor General herewith transmits report no. 21-07, a Follow-
up Review of the Navajo Housing Authority (NHA) Corrective Action Plan (CAP) implementation.
This follow-up review was completed in conjunction with Heinfeld, Meech and Co., P.C.

BACKGROUND

In 2018, the Office of the Auditor General assisted the Office of the President/Vice President to
have a forensic examination conducted of NHA to address various concerns with housing projects
and other financial improprieties. Audit report no. 19-03 was issued November 2018 and NHA
developed a CAP in response to the forensic examination. The forensic examination report and
CAP were approved by the Budget and Finance Committee on June 29, 2019 per resolution no.
BFIN-10-19.

With the CAP approval, NHA had one year to implement the corrective measures. However, due
to the COVID-19 pandemic, the Navajo Nation government closed for several months. The
closure included NHA, as operations ceased and staff were placed on administrative leave. These
events hindered NHA in addressing the CAP and as a result, NHA requested for a six-month
extension for the CAP implementation. The Auditor General approved the request and scheduled
the follow-up review after December 2020.

OBJECTIVE AND SCOPE

The objective of this follow-up review is to determine whether NHA fully implemented its CAP
based on an 18-month review period of July 1, 2019 to December 31, 2020. Our methodology
included inquiries, review of records and audit test work. Due to the COVID-19 pandemic, all the
audit work was completed remotely.
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SUMMARY
Of the 53 corrective measures, NHA implemented 43 (81%) corrective measures leaving 10
(19%) not fully implemented. See Exhibit A for details of the review resuits.

CONCLUSION

Although NHA did not implement all corrective measures, a substantial portion of the corrective
measures established to address the issues noted in the forensic examination were implemented.
With corrective measures implemented, NHA has made progress in strengthening internal
controls, defining processes, clarifying roles and responsibilities and taking steps to mitigate the
risks posed by the issues identified. Therefore, sanctions are not warranted.

Nonetheless, to ensure all recommendations from the forensic examination are fully addressed,
we recommend that another follow-up review is conducted in six months to verify the remaining
corrective measures are fully implemented. Ultimately, the full implementation of all
recommendations will provide greater assurance to all NHA stakeholders that NHA and its board
have made improvements based on the CAP to improve accountability of its use of resources and
to better meet the housing needs of the Navajo Nation.

We appreciate your assistance and cooperation in this matter. If you have any questions, please
call our office at (928) 871-6303.
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March 31, 2021

Office of the Auditor General of the Navajo Nation
P.O. Box 708
Window Rock, AZ 86515

We have completed our engagement to perform a follow-up review of the Navajo Housing Authority
(NHA) corrective action plan implementation and have provided the results in this report for your
consideration. Our review consisted primarily of inquiries of NHA personnel and the examination of
documents provided by NHA personnel. The accompanying report includes the following:

» A table summarizing the number of corrective measures that are implemented or not implemented

> Narrative explanations on the status of the corrective measures

» An overall conclusion on whether NHA resolved issues and made improvements through the
implementation of its corrective action plan

To the extent we have performed our review using data and information obtained from the NHA, we have
relied upon such information to be accurate, and no assurances are intended and no representation or

warranties are made with respect thereto or the use made therein.

We would like to thank everyone at the Office of the Auditor General and NHA for their assistance and
cooperation.

Sincerely,

Aeineld Meech & Co.VC

Heinfeld, Meech & Co., P.C.
Phoenix, Arizona
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Executive Summary

Background

The Navajo Housing Authority (NHA) has served as the public housing authority for the Navajo Nation
since 1963. In 2003, the Navajo Nation Council formally designated NHA as the Tribally Designated
Housing Entity for the Navajo Nation. As the Tribally Designated Housing Entity for the Navajo Nation,
NHA is responsible for the housing needs of the Navajo Nation that spans over 27,000 square miles.

Pursuant to discussions with the Office of the President and Vice President of the Navajo Nation and the
Board of Commissioners (BOC) of the NHA, the Office of the Auditor General of the Navajo Nation
scheduled a forensic examination of the non-program funds of the NHA. This forensic examination was
conducted to determine whether the NHAs policies, procedures, and processes were followed in regards
to the expenditure of non-program funds for the period from January I, 2014 to December 31, 2016.

KPMG completed the forensic examination, and Report No. 19-03 was transmitted by the Office of the
Auditor General to the Navajo Nation Office of the President and Vice President in November 2018. The
forensic examination report provided several recommendations for improvements in certain areas and
identified potential next steps for NHA to pursue to more fully understand the underlying culture of the
organization, its use of non-program funds, and the patterns of questionable activity noted in the report.

In response to the forensic examination performed by KPMG, NHA prepared a corrective action plan to
address the recommendation areas. The corrective action plan was provided to the Office of the Auditor
General of the Navajo Nation on June 14, 2019. On June 29, 2019, the Budget and Finance Committee
(BFC) of the Navajo Nation Council approved via resolution BFIN-10-19 both the forensic examination
and the corrective action plan. The resolution included a directive to the Office of the Auditor General of
the Navajo Nation to conduct a follow-up review twelve months after the approval of the resolution to
verify the actions taken by NHA, to issue a written follow-up review report indicating NHA’s progress on
implementing the corrective action plan, and to make recommendations to the Resources and
Development Committee (RDC) and BFC.

Based on the initial corrective action plan approval timeline, NHA had twelve months to implement the
corrective measures within the plan, with June 30, 2020 identified as the required implementation date.
Because of the COVID-19 pandemic, NHA was granted an additional six months to address the plan
recommendations, extending the plan implementation period to eighteen months from July 1, 2019 to
December 31, 2020.

HeinfeldMeech was awarded a proposal issued by the Office of the Auditor General of the Navajo Nation
to conduct the follow-up review and issue a written follow-up review report.
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Objective and Scope

The objective of the follow-up review is to determine the status of the corrective action plan
implementation based on an 18-month review period of July 1, 2019 to December 31, 2020. The review
included inquiries to the responsible parties identified in the corrective action plan and to other identified
NHA personnel, when applicable. Additionally, NHA provided documentation and samples of
transactions which were reviewed.

Summary

As outlined in Exhibit A — Overall Review Results of this report, of the 53 corrective measures identified
in the corrective action plan, NHA implemented 43 (81%), with the remaining 10 (19%) not implemented.

Conclusion

Although NHA did not implement all corrective measures, a substantial portion of the corrective measures
established to address the issues noted in the forensic examination were implemented. Therefore,
HeinfeldMeech finds that sanctions are not warranted. Nonetheless, to ensure all recommendations from
the forensic examination are fully addressed, we recommend another follow-up review is conducted in six
months to verify the remaining corrective measures are fully implemented. Ultimately, the full
implementation of all recommendations will provide greater assurance to all NHA stakeholders that NHA
and its board have made improvements based on their corrective action plan to improve accountability of
its use of resources and to better meet the housing needs of the Navajo Nation.
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Exhibit A - Overall Review Results

Forensic Totalof  # of Corrective  # of Corrective
Examination Recommendation deseriptions Corrective Measures Measures Not Recommendation  Review Details
Recommendation Measures Implemented Implemented  Was Addressed

Additional test work regarding the accounting system
used by the NHA. Navigator, should be considered in
order to determing if:

1 a. Navigator & a sufficient system with appropriate 10 9 1 Attachment A
capabilities to meet the needs of NHA.

b. NHA personnel are adequately and appropriately
utilizing the full functionality of the Navigator system.

The NHA should consider instituting policies regarding
detailed minutes during BOC meetings that document the
full discussion that leads to a BOC resolution's approval,
including any dissenting opinions, questions, or
discussions evidencing disagreements prior to ultimate
approval.

Attachment B

The NHA should consider taking steps to create a more
open, collaborative working environment such that, at
least within a department, staff members understand their
roles and open lines of communication exist.

Attachment C

NHA should consider conducting an independent review
of NHA's policies and procedures to ensure they include
all necessary and appropriate requirements, including:

a. Adding a procurement policy for amending contracts
that are greater than $1,000,000.

b. Requiring the Procurement department’s involvement
i the use of Non-Program funds.

¢. Standardizing the procurement and accounting
policies, processes, and procedures for both Program
and Non-Program funds.

d. Implementing a review procedure for the creation of
new vendors in the accounting system.

e. Instituting a lobbying policy and procedures

f. Implementing an independent review policy for
purchase card expense.

Attachment D

NHA should consider implementing ongoing independent
5 review of the actions of the NHA's BOC and executives. 5 3 2
This includes addressing the circular authorization

between the BOC's and CEO's compensation and travel.

Attachment E

The Nation and NHA's BOC should consider conducting
additional investigative steps, including additional

6 interviews and analysis, to more fully understand the g * % ey
underlying culture of NHA, its use of funds, and the
patterns of questionable activity noted in this report.
Total 53 43 10
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Corrective Measure Evaluation Criteria

Implemented: NHA provided sufficient and appropriate evidence to support all elements of the
implementation of the corrective measure.

Not implemented: NHA did not provide support for substantial implementation of the corrective measure
or no support was provided.
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Attachment A - Review Results - Recommendation 1

Recommendation | of the corrective action plan required NHA to perform the following:

Additional testwork regarding the accounting system used by the NHA, should be considered in order to
determine if:
a) Navigator is a sufficient system with appropriate capabilities to meet the needs of NHA.
b) NHA personnel are adequately and appropriately utilizing the full functionality of the Navigator
system.

Ten corrective measures were identified to address the issue.

REVIEW RESULTS - RECOMMENDATION 1

Corrective

Corrective measure description Status
Measure

1 Procure an independent consultant to evaluate Implemented
NHA's current Navigator system.

NHA issued RFP #461 on July 12,2019 with a due date to receive prospective proposals on July 25, 2019.
NHA received three responses and subsequently awarded the highest scoring proposal.

REVIEW RESULTS - RECOMMENDATION 1

Corrective
Measure

Corrective measure description Status

2 NHA will exercise due diligence to ensure the firm Implemented
has familiarity with similar systems of Native
American Housing Authorities.

NHA contacted the Navajo Nation Gaming Enterprise which worked with the awarded vendor in the past
to complete a reference questionnaire. Additionally, NHA purchasing personnel conducted interviews
with prospective vendors, including questions regarding knowledge of NHA and of the Navigator (NAV)
system.
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REVIEW RESULTS - RECOMMENDATION 1

Corrective

, Corrective measure description
Measure

3 Execute professional service agreement with Implemented
independent consultant in accordance with
procurement policies and procedures.

A contract was executed between NHA and the awarded vendor in September 2019 with an initial contract

term through December 31, 2019. A contract extension was subsequently executed through January 31,
2020.

REVIEW RESULTS - RECOMMENDATION 1

Corrective

: Corrective measure description Status
Measure
4 The firm shall evaluate the entire Navigator system Implemented
to identify:

- System strengths

- System weaknesses

- System capability, compatibility, & scalability in
accordance with applicable policies and procedures
including but not limited to non-program funds,
program funds, etc.

- Degree of system functionality in current state

- Compare system with existing policies and
procedures.

- Costs vs. benefits

- Comparison with similar systems on the market

NHA included the items above in Section III Scope of Work within RFP #461. The awarded vendor
evaluated the items outlined in the corrective measure as evidenced by the issued deliverable.
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REVIEW RESULTS - RECOMMENDATION 1

Corrective

Corrective measure description Status
Measure

> The firm will provide a formal report of the system Implemented
evaluation with findings and recommendations to
NHA management.

A final report was issued to NHA by the awarded vendor on January 30, 2020. The report included
conclusions and recommendations as outlined in the corrective action plan.

REVIEW RESULTS - RECOMMENDATION 1

Corrective
Measure

Corrective measure description

6 Based on the report, NHA Management will make Implemented
a determination if Navigator is a sufficient system
to meet NHA's needs. If deemed inadequate, NHA
will evaluate the other recommended systems.

The formal system evaluation report included options for NHA to re-implement the Navigator system or
to replace the Navigator system. The report further indicates that “We don’t believe NHA will gain
sufficient benefit from replacing NAV to justify the extra cost” and “.... NHA will be best served by
making the investment in a re-implementing and upgrading NAV 2017”. Based on discussion with NHA
personnel and review of Resolution NHA-4997-2020, “NHA’s Senior Management discussed the report
and decided to continue using Navigator as NHA’s financial management system. In doing so,
incorporating other applications of Navigator™.
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REVIEW RESULTS - RECOMMENDATION 1

Corrective

Corrective measure description Status
Measure

? NHA Management shall present the firm's Implemented
evaluation with Management's determinations to
the NHA Board of Commissioners (BOC) and
obtain NHA BOC approval.

The formal system evaluation report and Management’s determinations were presented to the NHA BOC
on October 31, 2020 as evidenced by Resolution NHA-4997-2020.

REVIEW RESULTS - RECOMMENDATION 1

Corrective

Corrective measure description Status
Measure
8 NHA will implement the approved system training Not
program for management and personnel; including Implemented

a training schedule that mandates periodic training.

A Navigator training schedule was developed by NHA on December 23, 2020 including dates, start and
end times, topics and trainers. The training schedule was emailed to all NHA employees on December 28,
2020. Although the trainings were approved and scheduled, the actual delivery of the trainings did not
begin until January 15, 2021, which is outside of the 18-month corrective action plan implementation
period. Attendance is tracked by Information Technology personnel at NHA. Currently, there is no
mandate to attend the trainings, as some resources provided are specific based on employee duties. There
are no restrictions on who can attend; only that they can demonstrate the training content aligns to their
job duties. NHA plans to incorporate the training program into events, meetings, and new employee
orientations moving forward to streamline the process.

Page 9



OFFICE OF THE AUDITOR GENERAL OF THE NAVAJO NATION
FOLLOW-UP REVIEW OF THE NAVAJO HOUSING AUTHORITY (NHA) CORRECTIVE ACTION PLAN IMPLEMENTATION

REVIEW RESULTS - RECOMMENDATION 1

Corrective
Measure

Corrective measure description

9 NHA will develop subject matter experts on the Implemented
system based on cross-training and skills
development to help with on-going training and to
ensure full system functionality.

NHA identified subject matter experts by system module. Based on discussion with NHA personnel,
conversations began regarding the identification of subject matter experts in June of 2020 and the final
document was created in August 2020. The individuals identified are responsible for developing and
delivering system training content.

REVIEW RESULTS - RECOMMENDATION 1

Corrective
Measure

Corrective measure description Status

10 NHA will develop a system manual that Implemented
incorporates fiscal policies and procedures to serve
as a training tool and as a resource.

Based on discussion with NHA personnel, system training manual materials are primarily from when the
system was originally installed. NHA worked with an outside firm to develop additional system material,
including instructional videos. In addition, internal departments such as the Financial Services Branch
provided training content and resources as well.
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Attachment B - Review Results — Recommendation 2

Recommendation 2 of the corrective action plan required NHA to perform the following:
The NHA should consider instituting policies regarding detailed minutes during BOC meetings that
document the full discussion that leads to a BOC resolution's approval, including any dissenting opinions,

questions, or discussions evidencing disagreements prior to ultimate approval.

Eleven corrective measures were identified to address the issue.

REVIEW RESULTS - RECOMMENDATION 2

Corrective

Corrective measure description
Measure

1 NHA will review the current By-laws of the NHA Implemented
BOC and identify how the NHA BOC is
conducting business, actions, and activities.

NHA BOC By-laws were reviewed and changes were made to the By-laws. See corrective measure 2 for
specific information.

REVIEW RESULTS - RECOMMENDATION 2

Corrective
Measure

Corrective measure description

2 NHA will amend the NHA BOC By-laws to reflect Implemented
recommendations presented in the forensic
examination report to ensure the NHA BOC By-
laws comply with applicable Navajo Nation (NN)
laws.

The NHA BOC By-laws were amended as follows:
o Use of NHA’s program or non-program income must be in accordance with a budget approved
by the BOC; be concurred by the BOC; and be in accordance with procurement policy.
e Two items were added to the Order of Agenda:
o Receive updates on status of directives
o Review and approve directives
e Allow for a member of the BOC to participate in a work session or special assignment by
telephone when necessary and includes an expanded discussion on virtual meetings.
e Language added regarding liability, indemnification and insurance.
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REVIEW RESULTS - RECOMMENDATION 2

Corrective

Corrective measure description Status
Measure

3 The amendments to the NHA BOC By-laws will be Implemented
formally approved by the NHA BOC.

The BOC amended and revised the By-laws of the NHA via Resolution NHA-4986-2020 on October 31,
2020.

REVIEW RESULTS - RECOMMENDATION 2

Corrective

Corrective measure description
Measure

4 NHA shall inform the NN Resources and Implemented
Development Committee of the amendments of the
NHA BOC By-laws once adopted by the NHA
BOC.

BOC Resolution NHA-4986-2020 was emailed to a legislative advisor for the RDC on November 4, 2020.
The receipt of this information was confirmed with the legislative advisor for the RDC.

REVIEW RESULTS - RECOMMENDATION 2

Corrective
Measure

Corrective measure description

5 NHA will develop a BOC meeting policy to ensure Implemented
meetings are recorded, transcribed, tracked, and
adequately stored in accordance with the amended
NHA BOC By-laws. The policy will require
detailed minutes, identifying actions taken, and
generation of BOC resolution(s).
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NHA developed a BOC meeting policy document addressing the items identified in the corrective

measure. The policy requires the detailed minutes to include:
e Date, time, and place of the meeting

Kind of meeting (i.e. regular or special)

A list of the presiding officers, directors, staff, and other attendees

Presence of a quorum

Whether all the members were in attendance for more than 75% of the meeting, or missed a portion

of the meeting

e A separate paragraph for each subject matter showing all successful main motions, secondary
motions, notices of motions, and all points of order and appeals

e Hour of adjournment

e  Whether minutes of previous meetings were read and approved

e Exact statement of motions passed (the names of the participants in the discussion shall not be
recorded)

e Major arguments for and against a motion (again the names of the speakers shall not be identified)

e Exact action taken by the Board with a brief explanation of the rationale for its decision (such
information is typically contained in a resolution, and may or may not be further expanded during
a meeting)

e When there is extensive deliberation, the major arguments

e Whether any directives were considered and approved

The policy also includes information on approvals and corrections.

Additionally, in accordance with the corrective measure, the meeting policy indicates that “Meetings shall
also be recorded. A list of all the meetings and the concomitant recordings shall be tracked by the
Administrative Assistant and stored on an external hard drive, and the IT Department shall make provision
for their backup™.

REVIEW RESULTS - RECOMMENDATION 2

Corrective
Measure

Corrective measure description

6 The BOC meeting policy will be formally approved Implemented
by the NHA BOC.

The BOC approved the meeting policy of the NHA via Resolution NHA-4985-2020 on September 25,
2020.

o
(8]

Pag



OFFICE OF THE AUDITOR GENERAL OF THE NAVAJO NATION
FOLLOW-UP REVIEW OF THE NAVAJO HOUSING AUTHORITY (NHA) CORRECTIVE ACTION PLAN IMPLEMENTATION

REVIEW RESULTS - RECOMMENDATION 2

Corrective

Corrective measure description Status
Measure

7 NHA shall inform the NN Resources and Implemented
Development Committee of the NHA BOC
meeting policy.

BOC Resolution NHA-4985-2020 was emailed to a legislative advisor for the RDC on October 30, 2020.
The receipt of this information was confirmed with the legislative advisor for the RDC.

REVIEW RESULTS - RECOMMENDATION 2

Corrective : el
Corrective measure description
Measure
8 The implementation of the NHA BOC meeting Not
policy will be subject to periodic review by an Implemented

Independent Auditor.

NHA issued RFP #508 due February 16, 2021. The scope of work included a review of the NHA BOC
meeting policy from the period of September 26, 2020 to December 31, 2020. The RFP outlined a deadline
for the completed deliverable of March 31, 2021.

NHA held 24 meetings from July 1, 2019, to December 31, 2020, two of these meetings occurring after
the minutes policy was approved by the BOC on September 25, 2020. During our review of minutes for
adherence to the updated policy we noted the following:

e For two meeting minutes reviewed post policy implementation, the minutes did not specify if any
points of order or appeals were noted or if there was any extensive deliberation. Due to the length
of some of the meetings, this was likely to have occurred.

e For two meeting minutes reviewed post policy implementation, the minutes did not include
mention of arguments for or against a decision. Due to the length of some of the meetings, this
was likely to have occurred.

e For two meeting minutes reviewed post policy implementation, no extensive deliberation was
noted. It is recommended the minutes state “No deliberations™ if that is the case.
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REVIEW RESULTS - RECOMMENDATION 2

Corrective
Measure

Corrective measure description

9 NHA BOC will be provided training on the BOC Not
meeting policy, the amended NHA BOC By-laws, Implemented
NHA's Code of Ethics and Conduct, and Roberts
Rules of Order to ensure all meetings are properly
conducted and documented.

Affidavits were provided for members of the BOC as evidence of receipt of relevant materials and
trainings in the areas of meeting policy, amended NHA BOC by-laws, and Roberts Rules of Order. An
affidavit was not received for one member of the BOC that training was received on Roberts Rules of
Order.

Training information was provided to the BOC members on the meeting policy, BOC by-laws and Roberts
Rules of Order in January 2021 and as a result, affidavits received were signed and dated after
December 31, 2020, which is outside the 18-month corrective action plan implementation period.

Two members of the BOC attended the annual meeting in July 2019 where information on NHA’s Code
of Ethics and Conduct was presented. This was verified based on review of the sign in documentation
provided from the annual meeting. One BOC member has not received training on the Code of Ethics and
Conduct.

REVIEW RESULTS - RECOMMENDATION 2

Corrective
Measure

Corrective measure description Status

10 A Legal Advisor will be present at all meetings Implemented
during regular, special, and executive session's to
ensure NHA BOC and NHA Management abide by
NHA BOC By-laws and applicable policies.

A legal advisor was present at all BOC meetings held during the review period. For one meeting, this was
not evidenced based on a meeting sign in sheet, but attendance was verified within the written minutes.
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