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WHITE EARTH RESERVATION 

CHAIRMAN Michael Fairbanks SECRETARY-TREASURER Leonard Alan Roy 

DISTRICT I Raymond Auginaush, Sr. DISTRICT II Kathy Goodwin DISTRICT III Eugene “Umsy” Tibbetts 

 

 

December 20, 2019 
 

MEMORANDUM 
 
TO:  White Earth Reservation Business Committee 
   
FROM:  Alan Roy, Secretary/Treasurer 
 
SUBJECT: Secretary/Treasurer Report 
 
White Earth Reservation Business Committee (RBC), 
 
A report on the Band’s finances is discussed in Section I. Fiscal violations and recommendations can be 
found in Section II. 
 
In accordance with Ordinance Number 1-65 (Revised), audits are mandated by Band law and the 
Secretary/Treasurer shall procure an independent audit of the accounting records of the Band at least 
once a year unless explicitly waived by the RBC.  
 
The responsibility and authority to conduct audits remains delegated to the Secretary/Treasurer under 
Ordinance Number 1-65 (Revised). General Counsel, Internal Affairs, and associated audits are 
budgetarily supported by Other Professional Services in the Legal Department. 
 
If there are any questions or feedback, I can be reached at alan.roy@whiteearth-nsn.gov or 218-983-
3285. The Administration is directed to publish a copy of this Memorandum to the website, the 
Anishinaabeg Today, and at the Administration front desk. 
 
cc: Executive Director 
 Chief Financial Officer 
 Tribal Attorney 
 Minnesota Chippewa Tribe 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 

P.O. Box 418 | White Earth, Minnesota 56591 | Tel. (218) 983-3285 | Fax (218) 983-3641 
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Section I – Financial Report 
Overview 
The RBC’s finances are reported annually through a Statement of Net Position and Statement of 
Activities. The most recent available statements are found in the RBC’s Audit Report. These statements 
provide information about the activities of the Band as a whole and present a longer-term view of the 
Band’s finances.  
 
The Statement of Net Position presents information on all of the Band’s assets and liabilities and 
deferred inflows and outflows of resources, with the difference reported as net position. Over time, 
increases or decreases in net position may serve as a useful indicator of whether the financial position of 
the Band is improving or deteriorating. The Statement of Activities presents information showing how 
the Tribe’s net position changed during the most recent fiscal year. All changes in net position are 
reported as soon as the underlying event giving rise to the change occurs, regardless of the timing of 
related cash flows. Thus, revenues and expenses are reported in this statement for some items what will 
only result in cash flows in future fiscal periods (e.g., earned vacation leave). 
 
In the Statement of Net Position and the Statement of Activities there are two kinds of activities: 
 

• Governmental Activities – Most of the Band’s governmental activities are reported here, which 
include general government, health services, education, human services, public safety, 
conservation of natural resources, transportation, economic development, culture and 
recreation, and community services. Shared taxes, charges for services, interest on investments, 
governmental contracts and grants, and transfers from the business-type activities finance most 
of the governmental activities. 
 

• Business-Type Activities – The Band’s gaming and retail sales are reported here. Fees charged to 
customers is what primarily finance these activities. 
 

Fund Financial Statements 
The fund financial statements provide detailed information about the most significant funds – not the 
Tribe as a whole. The RBC establishes funds by resolution to help it control and manage money for a 
particular purpose, or in order to demonstrate that it is meeting legal responsibilities for using certain 
grants and other money. The two fund types – governmental and proprietary – use different accounting 
approaches. 
 

• Governmental Funds – Most of the Band’s basic services are reported in governmental funds. 
Governmental fund presentation focuses on how money flows into and out of those funds and 
the balances that are left at year-end and are available for spending. These funds are reported 
using an accounting method called modified accrual accounting, which measures cash and all 
other financial assets that can readily be converted to cash. Governmental fund information 
helps you determine whether there are more or less financial resources that can be spent in the 
near future to finance the Tribe’s programs. We describe and reconcile the relationship (or 
differences) between governmental and business-type activities and balances reported in the 
Statement of Net Position and the Statement of Activities and governmental funds and 
proprietary funds financial statements. 

 

• Proprietary Funds – When the Band charges customers for the services it provides – whether to 
outside customers, members of the Band or to other units of the Band – these services are 
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generally reported in proprietary funds, which are reported the same way that all activities are 
reported in the Statement of Net Position and the Statement of Activities. In fact, the enterprise 
funds (a component of proprietary funds) present the same information as the business-type 
activities reported in the Tribe-wide statements but provide more detail and additional 
information, such as cash flows. We use internal service funds (the other component of 
proprietary funds) to report activities that provide supplies or services for the Band’s other 
programs and activities – the cost of the Band’s general, medical, and workers compensation 
insurance – which are then allocated to the various tribal units and funds. 

 
The governmental fund financial statements report the Band’s operations in more detail, showing how 
these services were financed in the short term as we as what remains for future spending. 
Governmental fund financial statements also report the Band’s operations in more detail than the Band-
wide statement by providing information about the Band’s significant funds.  
 

General Fund 
The General Fund includes departments that operate more for the good of the Band members than to 
make a profit. Departments such as education and public safety are directly involved with the Band 
members. Other departments are indirectly involved with the Band members but perform functions for 
the Band’s overall good. 
 
As reported through audits, Special Revenue Funds were administered through: General Government, 
Health Services, Education, Human Services, Public Safety, Conservation of natural resources, 
Transportation, Economic development, Culture and recreation, Interest, and Public works. 
 
Reporting the revenues and expenditures for the Band’s most recent finances will be generated 
quarterly as substantial changes occur between reporting periods. For example, revenue and expenses 
arrive infrequently on a monthly reporting basis. This standard applies to all funds and activities. Moving 
forward, the Band will report the Band’s finances with significant changes highlighted at Regular 
Meetings. To better reflect the actual finances of the Band, Quarterly Financials will be provided for the 
Quarter ending in December, March, June, and September of each year. The unaudited preliminary 
numbers are subject to change as the numbers are finalized. 
 
As there is a financial inquiry related to General Funds, the following section has been added to help 
answer associated questions. 
 

Financial Inquiry: General Funds 
Question 1 (Kristi Rachor): Where is the money for the gas/cigarette taxes? 
 
At the November 2019 Regular Meeting the Finance Department reported that these funds are 
dispersed directly to the Band. Upon receipt the funds are deposited into the General Fund where they 
are utilized to support General Fund programs such as elders, homelessness, law enforcement, cultural 
programming, etc. The Minnesota Department of Revenue issues letters to the Band related to Tribal 
Population Data directly related to these funds. In the attached file, the Department of Revenue stated: 
 

Tribal Population Data: 
As you know, some of the payments under our tax agreement are based 
on the number of enrolled Tribal members living on or adjacent to the 
reservation. For example, refund amounts for sales tax, fuel excise tax, 
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use tax, liquor tax, and cigarette and tobacco excise taxes are calculated 
based on per capita information. To ensure the appropriate amount of 
payments, we want to ensure we have the correct per capita number 
for your Band. Under the agreement, the per capita number is the 
number of members living on or adjacent to your reservation. 
 
The number we have on file for your Band is 10,039. This was last 
updated on November 14, 2011. We would like to update this number 
annually in October based on information received from each Tribal 
Nation… 
 

On November 18, 2019, the Finance Department reported that the Band received $5.2 million in tax 
revenue for fiscal year 2019 as of quarter ending September 2019, which is subject to change as the 
Band was still receiving funds. The Finance Department budgeted $5.5 million in tax revenue for fiscal 
year 2020. The unaudited preliminary numbers are subject to change as the numbers are finalized. 
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Question 2 (Pamela Fairbanks): Who signed checks from March through May when the Chairman 
passed away? 
 
In March 2019 the White Earth Chairman Terrence Tibbetts passed away and Vice-Chairman Eugene 
Tibbetts assumed the duties of the Chairman upon his passing. During this period, the Vice-Chairman 
lost several members of his immediate family, and there were other notable losses in the community 
that affected the frequency of RBC meetings. With the Chairman vacancy, and out of profound respect 
for the former Chairman, Finance Staff worked on removing the former Chairman’s signature from check 
stock, providing notification to financial institutions of the changes, and preparing the Vice-Chairman’s 
signature for bank signature authorization, and preparing appropriate legal documentation for RBC 
authorization in May 2019. Generally, this work was completed in less than 60 days. 
 
Another period of Chairman turnover occurred in fiscal year 2019 that affected the countersignature of 
warrants. The election of the current Chairman Michael Fairbanks was effective in August 2019, but 
official bank signature authorization didn’t occur until a few weeks later due to an ongoing criminal 
investigation related to Check #748137. Current check stock is being continually updated with the 
Chairman’s countersignature. Furthermore, the establishment of countersignature of warrants occurs 
every election cycle or during a vacancy related to the Chairman or Secretary/Treasurer until official 
bank signatory authority is authorized and RBC action occurs—this takes time. To prevent misuse, the 
RBC makes financial decisions in legal session and by Resolution. Moreover, all transactions are still 
subject to going through the approval process required by the RBC purchasing department and other 
payroll activities. The Secretary/Treasurer’s signature is affixed to financial documents electronically 
through the period in question and at other times as hand-written signatures are rarely executed. This 
process was established many years prior to facilitate the timeliness of financial transactions. The Band 
processes hundreds of financial transactions each day and a physical signature for each transaction is 
not feasible. Accountability is facilitated through established policies and procedures. 
 

Special Revenue Funds 
The Special Revenue funds are used to account for the activities of various federal, state and other grant 
programs. This has been reported as Other Governmental Funds synonymously. The expenditure of 
grant funds is legally restricted to specified purposes. Program expenditures are budgeted on a basis of 
each respective program’s fiscal year, which varies by program, and generally may or may not coincide 
with the Band’s fiscal year. 
 
As reported through audits, Special Revenue Funds were administered through: General Government, 
Health Services, Education, Human Services, Public Safety, Conservation of natural resources, 
Transportation, Economic development, Culture and recreation, Interest, and Public works. 
 
As there is a financial inquiry related to Behavioral Health Funds, the following section has been added 
to help answer associated questions 
 

Financial Inquiry: Behavioral Health Funds 
Question 1 (Kristi Rachor): I was just wondering about the $40 million dollars in the Behavioral Health 
program. Does that include the $17 million that was put into a separate account? 
 
The Behavioral Health Fiduciary Responsibility Reserve Fund summary has been included in this report as 
it was reported in November 2019. The $17 million was reserved from the $41.2 million Behavioral 
Health Other Governmental Funds and shall remain in the Behavioral Health Fiduciary Responsibility 
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Reserve Fund until further notice. 
 

Behavioral Health Fiduciary Responsibility Reserve Fund 
The Minnesota Office of the Legislative Auditor (OLA) produced a report related to overpayments 
provided to White Earth Nation and Leech Lake Nation. Generally, the OLA report was focused on DHS 
issues and did not address the Band’s role in the alleged overpayments except that the Bands 
administered programs at DHS’ direction. The OLA has also stated that they lack the jurisdiction to 
compel the Bands to cooperate in their audit, which has led them to contact Federal Officials. The 
Minnesota Governor and other State Officials have openly stated that the Bands should be held 
harmless for the alleged overpayments. However, the DHS Commissioner has stated that they are 
statutorily required to recuperate the alleged overpayment provided to the Bands. 
 
The RBC has consistently stated that the Band will protect its resources and that the Band is not liable 
for the alleged overpayments. However, because the State of Minnesota is statutorily required to 
recuperate the alleged overpayment from the Band and the OLA has requested federal assistance, 
which causes great financial uncertainty for the Band, the RBC established a Behavioral Health Fiduciary 
Responsibility Reserve Fund in the amount of $17 million from the $41.2 million Behavioral Health Other 
Governmental Funds. The $17 million fund covers the $15 million alleged overpayment and an 
estimated $2 million Mental Health program takeback. Furthermore, the Behavioral Health Fiduciary 
Responsibility Reserve Fund was established to prevent the appearance of fraud if the Band expended 
an exorbitant amount of funds from the Behavioral Health Other Governmental Funds that would leave 
the Band unable to fulfill a judgement or an order related to the alleged DHS overpayment.         
 
Question 2 (Kristi Rachor): Is it possible to see the bank account statements to actually see the account 
transactions?  
 
There is no bank account as there is an internal fund designated for the Behavioral Health Fiduciary 
Responsibility Reserve Fund. 
 

Financial Inquiry: Personnel status 
Questions related to status of employment. Referred to Human Resources and Tribal Attorney. 

Section II – Fiscal Violations and Recommendations 
Audits 
In accordance with Ordinance Number 1-65 (Revised), audits are mandated by Band law and the 
Secretary/Treasurer shall procure an independent audit of the accounting records of the Band at least once a 
year unless explicitly waived by the RBC.  
 
The responsibility and authority to conduct audits remains delegated to the Secretary/Treasurer under 
Ordinance Number 1-65 (Revised). General Counsel, Internal Affairs, and associated audits are budgetarily 
supported by Other Professional Services in the Legal Department. 

 

2019 Audits 
A final report is scheduled for delivery to the RBC before January 1, 2020. 
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Fiscal Violation and Inquiry: HUD Application NAHBG19000077 
Question 1 (Pamela Fairbanks): May I have a copy of the audits [related to HUD denying White Earth 
Housing Authority $5 million]? 
 
White Earth Housing Authority (WEHA) has informed the RBC that the U.S. Department of Housing and 
Urban Development (HUD) reports are publicly available online on the HUD website. A request for the 
“bad audit” reports have been requested from the WEHA and included in this report. An investigation is 
being requested of the WEHA for years 2014 through 2019 due to delinquent audits as they relate to 
HUD Application NAHBG19000077 and other ongoing issues. Upon further examination, it has been 
found that the requestor for information, Ms. Pamela Fairbanks, was a Director for WEHA during the 
period in question for “bad audits.” There is specific concern surrounding a Procurement Officer and a 
mold remediation grant. 
 

WEHA Audits 
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WEHA 2015 Audit 



13 
 



14 
 



15 
 



16 
 



17 
 



18 
 



19 
 



20 
 



21 
 

 
 



22 
 

WEHA 2016 Audit 
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WEHA 2017 Audit 
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WEHA 2018 Audit 
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Other Housing Issues 
On December 19, 2019, the WEHA received a response from HUD related to HUD Application 
NAHBG19000077 (Fiscal Years 2018/2019 Indian Housing Block Grant Competitive Program). According 
to the letter, WEHA was informed that the application did not meet the requirements referenced in the 
Notice of Funding Availability (NOFA). The reason was listed as Threshold Eligibility Requirements, that 
the “applicant had delinquent open audit findings pertaining to financial management, accounting, and 
internal controls during the one-year period immediately preceding the date that the NOFA was 
published.”  
 
Based upon recent conversations with the current WEHA Director, the RBC was informed that there 
have been several years of delinquent open audit findings since 2014 that have affected current or 
future projects. In a memo written from the WEHA to the RBC related to a 2019 Affordable Housing 
Application, the WEHA:  
 

applied for funding in the amount of $708,739 from the Affordable 
Housing Program (AHP).  
 
This application was completed by former WEHA Director Steven 
Howard. 
 
The application was denied due to low priority scores. It was 
discovered that the former WEHA Director failed to score points in the 
“Promotion of Empowerment” category, which would have easily 
increased the scoring totals for the application. It is unknown why he 
did not score in this category… 

 
A request for the funding difference to the project has been submitted to the RBC for approval.  
 
Other issues have affected HUD applications and Tribal housing tenants from 2014 to present. These 
issues include: 
 

• Former WEHA Directors’ failure to execute a mold remediation grant in a timely manner that 
affected Tribal homes in Pine Point and Strawberry Lake 

• Former WEHA Procurement Officer acquisition of furnaces that are out of compliance with 
regulations; status of relationship to WEHA Director 

• Former WEHA Tribal home evictions and employment terminations 

• Former WEHA Director, Steve Howard, was listed as a General Contractor on a HUD Application 

• Other issues as identified in a memo from the RBC Internal Auditor dated December 17, 2019 
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Internal Auditor Memo – WEHA 
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Recommendations 
Based upon the information presented, it is requested that WIPFLI audit these issues by adding them to 
their current scope of work related to the Procurement Officer.  
 
As related to the delayed execution of the mold remediation grant for Pine Point and Strawberry Lake, it 
is recommended that the auditor identify homes affected by the untimely execution of the grant as 
tenants may have encountered health complications from mold in the homes. It is also recommended 
that the RBC retain an attorney to see if an insurance claim can be made to assist individuals affected by 
mold and that current and/or former staff be identified for liability, and/or tribal official errors or 
omissions. 
 
It is recommended that the issues identified above be placed with investigative status until further 
notice and be added to the audit. 
 
Motion to adopt the Secretary/Treasurer Report 


