June XX, 2024

To the Board of Directors and Management
Clare Housing
Minneapolis, Minnesota

We have audited the consolidated financial statements of Clare Housing and affiliates (the
Organization) for the year ended December 31, 2023, and have issued our report thereon dated
June XX, 2024. Professional standards require that we provide you with information about our
responsibilities under U.S. generally accepted auditing standards, Government Auditing Standards,
and the Uniform Guidance as well as certain information related to the planned scope and timing
of our audit. We have communicated such information in our letter to you dated December 5,
2023. Professional standards also require that we communicate to you the following information
related to our audit.

SIGNIFICANT AUDIT MATTERS

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The
significant accounting policies used by the Organization are described in Note 2 of the
consolidated financial statements. In 2023, the Organization adopted Accounting Standards
Update (ASU) 2016-13, Financial Instruments - Measurement of Credit Losses on Financial
Instruments (Topic 326), which is intended to improve financial reporting by requiring earlier
recognition of credit losses by replacing the existing “incurred loss” model for estimating most
credit losses with an “expected loss” model. No other new accounting policies were adopted and
the application of existing policies was not changed during the current year. We noted no
transactions entered into by the Organization during the year for which there is a lack of
authoritative guidance or consensus. All significant transactions have been recognized in the
consolidated financial statements in the proper period.

Accounting estimates are an integral part of the consolidated financial statements prepared by
management and are based on management’s knowledge and experience about past and current
events and assumptions about future events. Certain accounting estimates are particularly
sensitive because of their significance to the consolidated financial statements and because of the
possibility that future events affecting them may differ significantly from those expected. The
most sensitive estimates affecting the consolidated financial statements were the useful lives of
property and equipment and the allocation of expenses by function.
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Management’s estimates of the useful lives of property and equipment are based on
management’s experience with similar assets and industry standards. Management’s allocations
of functional expenses are based on estimated employee work efforts, usage of specific buildings
and space, and gross direct expenses by function. We evaluated the methods, assumptions, and
data used by management to develop these estimates in determining they are reasonable in
relation to the consolidated financial statements taken as a whole.

The financial statement disclosures are neutral, consistent, and clear.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and
completing our audit.

Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all misstatements identified during the audit,
other than those that are clearly trivial, and communicate them to the appropriate level of
management. The attached schedule summarizes uncorrected misstatements of the consolidated
financial statements. Management has determined that their effects are immaterial, both
individually and in the aggregate, to the consolidated financial statements taken as a whole.

The uncorrected misstatements or the matters underlying them could potentially cause future
period financial statements to be materially misstated, even though, in our judgement, such
uncorrected misstatements are immaterial to the financial statements under audit.

In addition, none of the misstatements detected as a result of audit procedures and corrected by
management were material, either individually or in the aggregate, to the consolidated financial
statements taken as a whole.

Disagreements with Management

For purposes of this letter, a disagreement with management is a financial accounting, reporting,
or auditing matter, whether or not resolved to our satisfaction, that could be significant to the
consolidated financial statements or the auditor’s report. We are pleased to report that no such
disagreements arose during the course of our audit.

Management Representations

We have requested certain representations from management that are included in the
management representation letter dated June XX, 2024.



Page 3.

Management Consultations with Other Independent 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. If a consultation
involves application of an accounting principle to the Organization’s consolidated financial
statements or a determination of the type of auditor’s opinion that may be expressed on those
statements, our professional standards require the consulting accountant to check with us to
determine that the consultant has all the relevant facts. To our knowledge, there were no such
consultations with other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and
auditing standards, with management each year prior to retention as the Organization’s auditors.
However, these discussions occurred in the normal course of our professional relationship and our
responses were not a condition to our retention.

Supplementary Information

With respect to the supplementary information accompanying the consolidated financial
statements and the schedule of expenditures of federal awards (SEFA) issued separately, we made
certain inquiries of management and evaluated the form, content, and methods of preparing the
information to determine that the information complies with U.S. generally accepted accounting
principles, the SEFA complies with the Uniform Guidance, the method of preparing it has not
changed from the prior period, and the information is appropriate and complete in relation to our
audit of the consolidated financial statements. We compared and reconciled the supplementary
information to the underlying accounting records used to prepare the consolidated financial
statements or to the consolidated financial statements themselves.

Additional Comments

Annual Tenant Recertifications

The Housing Opportunities for Persons With AIDS (HOPWA) grant funding is used by Clare Housing
to provide supportive services to certain tenants. Per HOPWA guidance, Clare Housing is not
required to recertify applicable tenant incomes on an annual basis. Recertifications are, however,
included in the best practice guidance from HOPWA. Tenants provided supportive services that are
subsidized by HOPWA funds must maintain income-eligibility.

Documentation of Tenant File Reviews

As part of the single audit procedures, we tested whether tenant files are reviewed by someone
other than the preparer, as this is considered a best practice. It was noted that multiple files
examined for tenants at properties managed by Property Solutions and Services (PSS) did not
contain documentation of file review. We inquired of multiple personnel at PSS about the process
followed and it appears that tenant file review is occurring but is simply not being documented.
We recommend that Clare Housing request that PSS staff document these reviews.
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This information is intended solely for the use of the Board of Directors and management of Clare
Housing and is not intended to be and should not be used by anyone other than these specified

parties.

We thank management and staff for the courtesies extended to us during the course of our work.
If there are any questions regarding our audit or this letter, we would be happy to discuss them

with you.





