INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL (COMBINED REPORT APPLICABLE TO INTERNAL CONTROL OVER FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS AND INTERNAL CONTROL OVER COMPLIANCE FOR HUD-ASSISTED PROGRAMS
Lender Name
We have audited the financial statements of Lender Name, as of and for the year ended December 31, 2008, and have issued our report thereon dated Date. We have also audited the Company’s compliance with requirements applicable to its major and non-major HUD-assisted programs and have issued our reports thereon dated Date.
We conducted our audits 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 Comptroller General of the United States and the Consolidated Audit Guide for Audits of HUD Programs (the "Guide"), issued by the U.S. Department of Housing and Urban Development, Office of the Inspector General. Those standards and the Guide require that we plan and perform the audits to obtain reasonable assurance about whether the financial statements are free of material misstatement and about whether the Company complied with laws and regulations, noncompliance with which would be material to both its major and non-major HUD-assisted programs.
The management of Lender Name is responsible for establishing and maintaining effective internal control. In planning and performing our audit of the financial statements and compliance, we considered the Company’s internal control over financial reporting and its internal control over compliance with requirements that could have a direct and material effect on both its major and non-major HUD-assisted programs in order to determine our auditing procedures for the purpose of expressing our opinions on the financial statements and on compliance with the requirements of its major HUD-assisted program and for our report on its compliance with the requirements applicable to it non-major HUD-assisted program, but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal control.  Accordingly, we do not express an opinion on the effectiveness of the Company’s internal control over financial reporting and internal control over compliance.

Our consideration of internal control over financial reporting and internal control over compliance was for the limited purpose described in the preceding paragraph and would not necessarily identify all deficiencies in internal control that might be significant deficiencies or material weaknesses as defined below. However, as discussed below, we identified certain deficiencies in internal control that we consider to be significant deficiencies.

A control deficiency 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 on a timely basis misstatements or noncompliance with applicable requirements of a HUD-assisted program. A significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the Lender Name’s ability to initiate, authorize, record, process, or report financial data reliably in accordance with generally accepted accounting principles or to administer a HUD-assisted program such that there is more than a remote likelihood that (a) a misstatement of the Lender Name’s financial statements, or (b) noncompliance with applicable requirements of a HUD-assisted program, that is more than inconsequential will not be prevented or detected. We consider the deficiencies described below to be significant deficiencies.

Include paragraphs to describe the significant deficiencies noted.
A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than a remote likelihood that (a) a material misstatement of the financial statements, or (b) material noncompliance with applicable requirements of a HUD-assisted program, will not be prevented or detected. We did not consider any of the significant deficiencies described above to be material weaknesses.

We also noted other matters involving internal control and its operation that we reported to management of Project Name in a separate communication dated March XX, 2009. (REMOVE if NO MANAGEMENT LETTER ISSUED)
This report is intended solely for the information and use of the audit committee, management, identify the body or individuals charged with governance, others within the Project, and the Department of Housing and Urban Development and is not intended to be and should not be used by anyone other than these specified parties.
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