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Background
Oncida Seven Gererations Corporation (OSGC) is & tribally chartered corporation formed in

1997 by the Oneida Business Committee (BC) based on authority vested in it by the Oneida
Genera} Tribal Council (GTC). OSGC was created to promote and enhance economic
diversification to develop long-term income streams for the corporate stockholders” and is
directed by a five member Board of Directors appointed by the BC.

Following is a listing of the business ventures OSGC is currently invelved in and the members
and related interest in each business venture.

Limited Liability Companies {LLC's)
0SGC Membar(s) Mortgages/Notas
Percentage Parcentage As of ?
LLC Name Intorest Name interast Total O/S Dabt Date
Glory 100.0% n/gy ' nia & 1,687,736 hGEr2a/08
JONN \v/ ~
Onelda , Oneida Tribe of Indians of . > )
Genaraijons 51.0% Wisconsin 49‘%,»,/( $ \‘1{9%2\"1 06/26/08
' < Nh >
OMare S1o% | e f,’:up:y’ffigf the Fox %o\% ‘s\ 339,233 | 06/01/08
canoreng | 0% Craig Kassner - 825, B”"“Q@g.?-& § 435726 | 06/26/08
e yed AN\
Pa"&i“:”'p §1.0% DeCaster £§M5 /};ﬁ% 5 500,000 | 05/26/08
77 NN N\ AL
¢ Best Buill, Inch  33.33%
isbell 33.33% A RENCapital, LUG 26.66% $ 9057235 | 09/30/07
L SO\ Swakweko, LG 8,68%
A NN, NS
/ Management Entorprise 27.50%
\, |#/_James*Strohschein 12.15%
Babeock | s?% Physician Bulding Caa, |5 16831950 | 081008
\ R\ Partnership, LLP "o
<7 \] GB® Real Estata Partnership 3,52% .
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Finding One: OSGC was not in compliance with Article XIIT of the Corporate Charter

Condition:

Article XIT1 of the Corporate Charter requires that semi-annual reports be filed with the Secretary
of the Business Committee (BC) and written annual and semi-anmual reports be filed with the
General Tribal Council (GTC). Reports filed must include the following information:

Internal Audit obtained and revicwed the quarterly reports submitted to t
10/01/06 through 04/30/08. Based on this review, the following eycedtion

The business donc and intended to be done by the Corporation;
Material changes and developments since the last report in the business described;
Any material pending legal procecdings to which the Corporation is a party; and

Financial statements of the Corporation, including a consolidated balafige sheet and
consolidated statement of income and source and epplication of funds. N

O3GC was not preparing nor remitting a source and &
BC.

Heation @]

Internal Audit was unable to sight written cvidence': orminethe BC of a material
change/development regarding a ‘Notice of 13 fault” sept to Nature’s Way on April &,
2008, requesting removal of equipment frop 16388 oraRerty and payment of

$221,598.91 in outstanding rental incc}nfel’by 2 -NGOS.
Internal Audit was unable to sight writ2n egi encg i orming the BC of a material

change/development regarding Ffeiverfss of $196,303.03 in uncollected rental
income from, Plaza Family Res L rant \Noton:$726,637.88 of this amount was attributed

} (o a Build-out clause in thgdg .\em.
* Imternal Audit also reviewe sem{- X it .s.nd annual reports filed with the GTC (2007 -

5 2008) and determined that the infgFin.
%, Chief of Siaff and not tthyoﬂg\.' dns noted within Article XIII of the Corporate Chaster. Asa

I \y
result, mformé’ﬁon regarding™

proceedings and. finag
Recommcn@

B 3

ubmitted to the GTC was based on a request from the

atio

ia] changes and/or developments, material pending lcgal
enfs of the Corporation were omitted from these submissions.

o

Procedures should be dbveloped and implemented to ensure that the requircments associated
with
Corbraittee and tth{aneral Tribal Council. If the Board of Directors and management, with the

én

\
cOons
pY

the Co}@{,i./

¢ XHI of the Corporate Charter are reviewed and complied with for both the Business

™

tof tI::) Eusincss Committee, determine that certain requircments are no longer applicable
harter should be revised and approval documented to reflect this.
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Finding Twe: The Return on [nvestment (ROI) information provided t
(BC), surrounding business ventures, appears to be incomplete and did
related expenditures in its ROI calculations.

Condition;
‘At the most recent annnal stockholders meeting (01/16/08) O

provide ROI information for every partnership investment, T
information provided to the BC:

SGC was
he follow

T0O:

817683262126

o the Business Committee

not take into account all

requested by the BC to
ing charts represent the

OSGC's
Annual
Return

OSGC'S
51%

Amount
Over Mtg

Mortgage

Company Namse Rent Paid Paid

Investment

ROI

<

[
P

O'Hare, LLC $ 350018 2812 685 |5 351]8 4,208

51,254 | &21%

North Packertland, LLC |5 4.400 | $ 3516} 3 B84 |5 451|% 540718

57,100 | 9.4L%

§ 54630]% 41.630]% 13000]% 6620]% 7956018

Partnorship Drive, LLC

663,080

12.00%

NN

Owner- | Investment

Compsny Name

ship %

Amount

Mortgage

Current Value

Totel Equlty

0SGC’s

Equity ROI

Babsock, LLC

54% | § 1,000.000

$ 15,179,856

$ 25,500,000

$/10,320,134

[NGN\5,263,268 | 18%

<

N
SutH

p:5/23

Internal Audit reviewed this information and noted the fowco
e There was no ROI calculation for Isbell, LL :Mtt\c% xplanation to support omission.

e Tnternal Audit was unable to agree the Mmé}e.am fitilized by OSGC in its

caleulation of the ROI for O’'Hare, L £ Ano by eﬂ"';:-q#e was indicated). In addition,
OSGC failed to take into consideratio 3

‘exp%m ures associated with this LLC (i.c.,
sgfresult, the reported 8.21% ROI does not

A

property tax payments and othc?i@gn,s Q\ 3
appear accurate. See recalculation of R@}{ prépared by Internal Audit below.
' 2007
OSGC
Return on Investment (ROI) Totsl (51%)
nodme AP NN § 355003 18,105
fexpensee/ S s (48,186)] § (18.226)
leMacomaioss) s (12,6988 (121
%Tﬁwgﬂ(()apiwl Conwioutions) | § 108,021 |$ 59.813
RO . +11.65% +0.20%

Intc@ was unable (o agree the Investment amount utilized by OSGC in its
mulatton offhe ROL for North Packerland, LLC (no timeframe was indicated), In

additign, the ROI calculation for North Packerland, LLC was based on projections rather
than afc?;.tal results, ided to reflect this, As aresult,

with no additional information provi
sehorted 9.47% ROI does not appear accurate. See recalculation of ROT prepared by

Internal Audit below.

FY 2007
Return on Investment (RO Total 0SGC (51%)
ingome $ - 5 -
Expenses $ (45,383)] $ (15,637)
Net income {Los$) s 45383]§ (15,637
Investment (Capital Contributions} _ | § 181,000 8 92,319
ROl -25.06% -16.94%
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e The ROI calculation for Partnership Drive, LLC was based on projections due to its
recent completion date (June 2008). Therefore, sufficient history was unavailable t0
verify the accuracy of this calculation.
e Internal Audit was unable to verify the ROJ calculation for Babeock L, LLC ducto
insuffcient information.

Recommendation:
Procedures should be developed and implemented t0 EnSUIC that sufficient financial data is

obtained on 2ll business veniures. In addition, proccdures should be developed and implemented
to ensure that all Business Committee requests are prepared completely and accurately. The
Corporation should continue to provide this information to the Business Comﬁi‘ﬁcc, if deemed

beneficial, and provide accompanying notes to further explein informaticy \d\/

Finding Three: Internal Audit was unable to verify compli X of the Corporate

Chartex

Condition:
Article IX of the Corporate Charter requires that Q3G ,
equal to six monthly debt payments and one (1)4cars ing capital. (Note: Debt payments
are defined as principal and intercst paymentsen allRrre bts of OSGC and working capital
defined as current assets less current liabilities K £ follgwing chart represents information

obtained from OSGC pertaining (o ¢as 5 vde service.

g cash reserve for debt service

Debt Service Information - As of 06/25/08

Entity Bullding/Property Nonthly Amount Yotal Debt |
6SGC RSN SN 74
.S, Bank Casing Warshousa™ ™~/ 12,600.00 §  809,300.53
- M8 #22488 Fobd Distrip@tion NS 501188 1% 489,147.70
. Mi&i 108222 /OnsTdaaBdS!’ Office  [® 3475.00 1% 343 51046
Glory! NN NN
- Heartland 1 558 GlondRoad S 18,380.00 $ 1,681 ,736.06
Onoids Gonerations: - T '
« Heartland N ,\29/3‘2"71-3\.'51 Center $ 44 389.00 $ 3‘922.310.461_
O'Hare: SN NN
anchor Bank [ [ N\ 201 O'Hare Blvd $ 2812421 % 329,193.89
Noith Packerlamd, LLC I
S MBI Baries NN\ r 712N Packerand Drive | 5 351846 | 5 435,720,068
Paﬂubrshlp'urlve,\l.l:o—"/'
. Johnson Bank ¢\ 1410 Partnership Drive $ . 40.794.45 $ 5.400.000.00

Intcwl)reviewed this information and noted the following COnCEIns:
e This information did not indicate the amount of debt reserve required.
e This information did not take into account working capital.
o This information did not include debt pertaining to Babcock I, LLC or Isbell, LLC.
« This information did not indicate the amount of cash reserves held as of 06/26/08.

Without adequate documentation to fully support OSGC’s caleulation, Interpa) Audit is unable O
verify compliance with this provision.

t
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Recommendation:

Procedures should be developed and implemented to ensure that Article IX of the Corporate
Charter is fully understood and documentation reflects necessary calculation to detenmine
compliance. In addition, the Corporation should provide this information to the Business
Committee and/or General Tribal Council on a periodic basis, if deemed beneficial.

Finding Four: The information provided to the Business Committee (BC), surrounding the
petcentage of revenue generated from Tribal and Non-Tribal members, is misleading.

Condition:

At the most recent annual stockholders meeting (01/16/08) OSGC was reg
provide information surrounding the percentage of property lsased to Tribgl mt
following charts represent the information provided to the BC:

Chart #1

Tribal vs, Non-Tribal Members SqFt. | Percentage
Square Footago (Tribal Entities) . 75,195 20%
Squaro Foolags (NonTribal Entities) 302,980 80%
Tota! Squars Foatage for Bulldings 378,185 100%4%

Chart #2 - N @ A

Whaere doegs OSGC revenue come from?

Tribal Entities
20%

Non-Tribal}
Entities
B0%

S

Internal Audit reviewed this information and noted the following cencern;

¢ While the information surrounding the square footage leased to Tribal and Non-Tribal
members appears to be accurate (Chart #1), the above PIE Chart seems misleading (Chart
#2). This chart creates the impression that the percentage of “revenuc” generated from
Tribat and Non-Tribal sources is directly proportionate to the square footage leased.

Internal Audit reviewed the revenue generated from Tribal and Non-Tribal entitics and
calculated the percentages to be approximately 52% and 48%, respectively. See chart below.
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Whorae does O3GC revenue come from?

NoneTribal
Entitics Tribs! Entities
48% 52%

&’ Committee is portrayed in a

atethent was ot being satisfied by certain business ventures.

Recommendation:
OSGC should ensure that all information provid,{c?to
¢lear and accurate manner. -

Finding Five; OSGC’s Mission

Condition: ‘ N\
OSGC's Mission Stal-em,\en : % follows:
e The function and &ﬁe\ f the Oneida Seven Generations Corporation is o promote
and enhance¢businesiiad “eonomic diversification directly, or as a holding company for
N\ T Y .
real estate asse\\s TEmagSment of related asscts, or as a holding company for other
busi r '\af the Oneida Nation of Wisconsin to develop long-term income

stredms for tz\zz}&)ratc stockholders,

Inter{ﬁudit ievied the financial results of the business ventures associated with OSGC and

| notéd the f'olj\vmg_ |

*\\Whilg/the operating revenue and net income reported for the first seven months of FY
S for Glory, LLC was approximatcly $256,000 and $157, respectively, the accounts
receivablc balance increased during this same period ffom $175,000 to approximately
$222 000. These results reveal that Glory’s only source of revenue, Nature’s Way Tissue
Corporation, was approximately six months delinquent in its rentzl payment as of
04/30/08. In addition, operating revenue reported in FY 2007 (3420,000) was-partially
offset by a $105,000 increase in accounts receivable from 10/01/06 ($70,000) to 05/30/07
(3175,000).
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s Tsbell, LLC, which was formed in October 2006 and represents a 33.33% investment by
OSGC, reported 2 $77,000 net loss in FY 2007. This investment has not generated
revenue since its inception. Note: Internal Audit was unable to determine OSGC'’s
portion of this loss due to insufficient information.

e North Packerland, LLC, which was formed in December 2006 and represents a 51%
investment by OSGC, reported a $15,600 net loss to OSGC in FY 2007. This investment
continues to show 2 loss in FY 2008 and has not generated revenue since its inception.

o O'Hare, LLC, which was formed in October 2005 and represents a 51% investment by
OSGC, reported a $121 nct loss to OSGC in FY 2007, Note: This property was vacant
from January through July 2008, bul is currently being leased 10 a third party affiliated

—_ with Venture Properties, LLC at 81,000 per month.

Recommendation
Plans and procedures should be developed/revised and implementedito en fatedch business

venture is progressing toward, and periodically measured agah}s,tﬁhe ‘\qals nd objectives

established. In addition, this information should be communigaged to th@;szﬁate parties (i.e.,
Business Committee, General Tribal Council, etc.) on a rg i<

Finding Six: Financial reports submitted to Ce 44 cc&%ng pertaining to OSGC were not
reviewed until year-end, g /;

Condition: N
Documentation obtained during the aw d that the level of review performed by Central
Accounting over OSGC was as )o «

v Verification of work gfrformeddy OSGC’s Administrator.

¢ Monthly receipt {f or
Internal Audit met aith
following: -

o OSGErdvesubnit reports to Central Accounting. However, monthly remittance is not

geports are received by Central Accounting; Balance Sheet Detail, P&L
{son, Trial Balance and A/R Aging Summary reports.

Central)Accounting does not review or verify the work performed by OSGC. Rather,
fare utilized at ycar-end when compiling component unit information for the Tribe,

Recommendation:

OSGC should develop and implement procedures to ensure that financial reports, determined to
be useful in reviewing OSGC’s activity, are remitted to Central Accounting/Financc on a
consistent basis. Documentation should also be updated to reflect the reports submitted to
Central Accounting/Finance.

In addition, Central Accounting/Finance should develop and implement procedures to ensure that
financial reports received from OSGC are reviewed/analyzed on a regular basis and :
issues/concerns followed-up on and/or communicated to certain parties (1.¢., Management,
Business Committee, etc.), as appropriate.
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Chief Financial Officer Response:

Management agrees with recommendation. Management will develop and implement a report
for the Business Commilttee that will provide finanecial analysis surrounding Oneida Seven
Gengrations Corporation and other Tribally Chartered Corporations. (Note: Based on discussion
with Paul Van Noie, Chief Financial Officer, on November 26, 2008.)

| Finding Seven: Proper segregation of dutics was not maintained over the cash
recelpt/dlsburscmcnt process, In addition, a formal account recongciliation was not prepared for
certain bank accounts nor an independent review performed on all bank accout

Condition;:

Cash receipts and disburscments are controlled through individual bank

OSGC and its various LLC’s, A rcview of these accounts and relaté:

revealed the following exceptions/concems: q/
1s

¢ Incompatible duties were noted over the cash recei
one individual is responsible for receiving and rec
recording disbursements, receiving monthly ba_nk sta
reconciliations, '

¢ Anindecpendent review is not performedfst b
prepared.

* A formal bank reconciliation is pe . , ,ed novdt independent review performed on
bank accounts established for; are) L Gﬁﬁorth Packerland, LLC or Partncrship

ing rece;?ts prepanng and
uents aid preparing monthly

decount activity or on the reconciliation

Drive, LLC, NN\
Recommendation: \ >/ :
Current procedures should &} henedto ensure that all bank accounts arc formally

Af proper segregation of duties cannot be maintained over these
W IEplemented to ensure that an independent review is performed
\ebm 1als) on each reconciliation preparcd.

third parties wasTEoking,
Con (n

[ntemal‘ﬂ\‘r:rdlt obtained and reviewed the rental agreements between OSGC and numerous third
parties and noted the following exceptions/concerns:

¢ Lecase agreement between OSGC and Packerland Chiropractic expired on 12/14/07. Asa
result, Internal Audit was unable to verify the monthly rental amount.

* Leasc agreement between High Hawk Distributing, LLC expired on 12/31/06. As a
result, Internal Audit was unable to verify the monthly rental amount.

¢ Lecase agreement between OSGC and Oneida Thunderwash, LLC expired on 03/12/07.
As aresult, Internal Audit was unable to sight documentation to support continuation of
the $750 monthly rentzl amount.

Page 8 of 18
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¢ Unable to verify thé monthly rental amount to the current lease agreement between
OSGC and Sun Seeker’s.

¢ Unable to sight documentation to support continuation of the $4.250 monthly rental
amount for Food Distribution. A memo dated 9/23/03 indicated that the monthly lease
amount ($4,250) was to remain in cffect for an additional 4 years (05/01/03 thru
04/30/07). However, no further documentation was sighted to support continuation of
this amount.

+  OSGC failed to implement a scheduled increase in the monthly rental amount for Subway
Sandwiches & Salads on a timely basis. As a result, lost revenue totaling $2,031.25 was
realized by OSGC ($1,406.25 new rental amount - $1,250 old rental amount = $156.25 in

- Jost revenue x 13 months). Note: Subway is affiliated with one of the Board members.

¢  OSGC waived the assessment and collection of property taxes TolIneiday
Communications/Tourism Department totaling $12,270 due to an\o\rer@t.(ZOOtS -
52,884, 2007 - $5,210 and 2008 - $4,176). OSGC remaing e§p01'}s\ilile forpayment of
these taxes,

» Unable to sight documentation to support continuatiqr he currend$35,000 monthly
rental amount for Nature’s Way Tissue CO'poratnon\The curzent lease agreement dated
January 12, 2004, between Glory, LLC and Nature S\Way, indicated a monthly rental
amount equal to $57,000 per month,

o TUnable to sight documentation to supporithe 32, QQO montbly rental amount for Plaza
Family Restaurant, LLC. The nowt Giinay ease\?grcemcnt dated June 22, 2003,
between Oneida Generations, LLC and 74 Fa ity Restaurant indicated a monthly
lease amount equal to $8,116. 38/As\resul‘t~«of his termination, uncollected rental
payments totaling $196,303, 03<vere w %d\Nota Termination occurred on 05/28/06,
with an effective date ofO 1.5/0

» Unable to sight docum tanon upport thc $11,475 monthly rental amount for
Babceock |, LLC &
Recommendation:

Procedures should ‘bc mvlcmented‘to ensure that adequate documentation is available to support
the monthly rcm:a.l.ame nt foreach leasc agreement, including any deviations from the original
contract. Inaddi tw\maqgagement should develop and implement procedures to ensure that
requlrcment.slassomatca with each lease agréement are identified and complied with. The Board
of Diregto, NJS ou\kﬂ_ﬁl}o management accountable for proper and timely enforcement of lease
provisions,

Finding Nine: Procedures surrounding the disbursement process were not being followed, In
addition, expenditures incurred by the CEQ were self-approved.

Condition;:
Internal Audit obtained and reviewed OSGC’s procedures surrounding disbursements and noted
the following: '
» Invoices are held in a pending file until dut.
e Checks are prepared and presented, along with the invoice, to the CEO for approval and
signature (i.c., initials).

Page 9 of 15
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* Documentation is retained and filed to support each expenditure.

Internal Audit reviewed 103 trausactions totaling $956,871.80 between 10/01/06 and 04/30/08 to
determinge if the procedures reflected above were being followed. Based on this review, the
following exceptions were noted:

* Intemal Audit did not receive documentation to support thres out of 103 transactions
tested (or approximately 3%). The amount asscciated with these disbursements totaled
$452,528.24 and represents approximately 47.3% of the sample tested and 14.9% of the
total disbursement population ($3,030,894.80).

* Internal Audit was unable to sight evidence (i.c., initials) of CEO anprﬁ.lil seven out

of 103 transactions tested (or approximately 7%). The amount associateshwith these
o of thedsa

disbursements totaled $85,168.49 and represents approximately &
tested and 2.8% of the total disbursement population ($3,030,894)

* Internal Audit was unable to sight sufficient documentatio @\ : fé) o support
disbursement on five out of 103 transactions tested (or aﬁ Ximate] \‘
associated with these disburscments totaled $2,018.94 eprcs approximately 21%

of the sample tested and .066% of the total dish enl P _\%;uon 1$3,030,894, 80).

ollowing concerns:

. Not As a mitigating control, the
yrsements and has the abzluy to

In addition to the above exceptions, Internal Audit

» The CEO was allowed to seif-approve exfiendith
OSGC Accountant/Office Manager prg essesll 'i
RSN

review/question any transaction. Ho
making this a less effective contr6F:

3 s independent auditor (Schenck) may
g the annual audit,

Recommendation:
The Board of Directors
independently rcvxcwed
work performed d

: e procedures are enforced and that disbursements are
e periodically. The Board of Directors’ should also ensure that
R b™OSGC’s independent auditors does not impact their
independence when cex ~the annual audit. Procedures should be developcd and
xmplemcntcd alI cxpenditures incurred by the CEQ are reviewed and approved by
someone otb r than th CE® and an individual repomng to the CEQ. Disbursement requests
lacking.sufficient docus entation should not be approved.

N/

=h

YQOSGC was not in compliance with Article 5 of the Corporate By-Laws.

Condition:

Article 5 of the Corporate By-Laws stipulate that all contracts or other instruments over $15,000
be approved by a resolution of the Board of Directors’. Internal Audit requested all resolutions
exccuted by the Board of Directors’ and received resolutions dated December 20, 2001 through
July 18, 2007, Internal Audit reviewed these resolutions, compared them to financial
transactions and noted the following:

* Resolution #1, dated December 20, 2001, authorizing the CEQ to approve all transactions
up to and including $2,000,000,

Page 10 of 15
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e OnJanuary 4, 2006, 4 $360,000 promissory note, on behalf of O’Hare, LLC, was signed
by the former CEO as managing member. Intemnal Audit was unable to sight a resolution
passed by the Board of Directors’ approving this transaction.

o  On December 21, 2006, a $450,000 promissory note, on behalf of North Packerland,
LLC, was signed by the former CEQ as managing member. Internal Audit was unable to
sight a resolution passed by the Board of Directors’ approving this transaction.

* OnMay 1, 2008, a $5,400,000 promissory note, on behalf of Partnership Drive, LLC,
was signéd by the Board Chair, as managing member, Internal Audit was unable to sight
a resolution passed by the Board of Directors’ approving this transaction.

Recommendation:

Procedures should be developed and implemented to ensure that the requitemen soc;;ated
with Article 5 of the Corporate By-Laws are reviewed and complied WHI}YIE}LI}c‘Boa}\&éf
Directors and management, with the consent of the Business Comrmt{\ee deterimethat certain

requirements are no longer applicable, the Corporate By-Laws shbuldbe revised and approval
documented to reflect this. \\)

Finding Eleven: Discrepancies were noted withirythe\Z?OQT 008 annual budget, In addition,
actual results were not periodically compared @ct?@n%

Condition: :
Although the Corporatc Charter a.nd/or;By Ea dm\stfspcciﬁcally require the preparation of an

anpual budget one is prepared by OSEE,

Internal Audit reviewed the 2007 — 2'@0%1%5:1 budgeting process and noted the following
concerns:

» Actual results dtsnotcompared to budgeted projections on a periodic basis.

e The currenhbudgenq‘g\methodology does not provide specific information surrounding
N
subsidiarics.aitierbrsiness ventures.

Internal Audrt@rep\ar a comparison between actual results (10/01/07 through 04/30/08)
and budgctc% ro;cctlo?s Based on this comparison, the following exception was noted:

o/ BU: Udget dlease expensc was understated by approximately $24,000 for the period

rcvw\jcd 4. subsidiary ledger of all land leases does not appear to be maintained. Such
alog uld provide a comprehensive listing that in¢iudes inception and expiration dates,
: ¢ of parcel, current and long-term lease commitments.

=4

Recommendation:

Procedures should be developed and lmplementcd to ensure that the annual budget is prepared
completely and accurately. The current budgeting process should be strengthened to include
detailed information pertaining to its subsidiaries and other business ventures.

Management processes should include periodic comparisons between actual financial results and
budgeted projections to allow for better review/analysis of business activities. Results of the
comparison should be available / provided to the Board of Directors regularly, the Business
Committee if additional funding is sought, and/or General Tribal Council, if deemed necessary
or beneficial.
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Finding Twelve: A reserve was not established within the Allowance for Bad Debts and/or
Uncollected Debts to reflect potential write-offs.

Condition:
Internal Audit obtained and reviewed the 09/30/07 and 04/30/08 accounts receivable aging
reports and noted the following concerns:

e The outstanding accounts receivable balance for Nature’s Way Tissue Corporation
increased from $175,000 (09/30/07) to $221,598,91 (04/30/08).

e A “Notice of Default” was drafted and sent to Nature’s Way on
removal of all equipment ffom leased property and full paymcnt 3
income by May 8, 2008 ($221,598.91).

agreement

Recom mendation:

chts account 0 reﬂect any or all potentic
all at risk amounts to the Board of Diw

Finding Thirteen: OSGQdid "haveapolicysurr()unding fixed zssets. In addition, the

subsidiary records used 10} \@e gencral ledger balances did not agree as of Septcmber 30,
2007, Nt &
Con dition

O8GCdI n'o{have a forma] pohcy surroundmg fixed assets. It appcars that the

subsid ﬁry ledgers are maintained by the same external accounting firm which performs

the it al audxt This may create an impairment of the firm’s indcpendence and
objectivity.

o The 09/30/07 subsidiary records did not support the balance reflected within the gencral

ledger. Note: The difference between these two systems was less than 310,000,

s Al buildings were being depreciated over an estimated useful life of 31.5 ycars, with the
exception of one building being depreciated over 39 years. No explanation was
documented.
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Recommendation
Management should develop a fixed assets policy to provide guidance for the handling of all

fixed assets. Once developed, all assets should be reviewed to ensure compliance with this
policy. In addition, management should develop and implement procedures to ensure that
subsidiary records support the general ledger balance. This could be accomplished by preparing
a formal reconciliation between the two systems at least annually,

The Board of Directors should review the combination of services provided by the external
accounting firm to assure adequate independence is maintained.

Finding Fourteen: OSGC was not in compliance with Article 3 Sectionf&ofithe Canme By-

Laws,
Condition:

Article 3 Section 4 of the Corporate By-Laws require boardgp or compensatlon besetbya

resolution adopted by the Board of Directors’. \b
Internal Audit obtained and reviewed the rcsolutlon(é)\ “\\y>OSGC s Board of Directors’.
Based on this review, the following exceptions e noted:

¢ Internal Audit was unablc to sight a rcso'lunon«es&)l;;,}ung board member compensation.

e Alternatively, Internal Audit was, able : togight dogﬁmentauon published within the annual
and semi-annual GTC reports ; suppom Baird/member compensation at $200 per
meeting, However, this mfomzatxon dld\not sipport board member compensation paid to

the President and Sccretarjmf the@aﬁon of $250 per meeting.

Recommendation;

The Board of Directors s'{»oul fopt a resolution establishing board member compensation in
compliance with thc requirementof their Bylaws. In addition, this resolution should include
mformation pcrtal q %ompcrgs\ on based on board member responsibility/title, if applicable.
Compliance with-L e s Comprehensive Policy Governing Boards, Comnuttees and
Commission: s’h‘?ﬁf\bc addrcssed

Finding Fift&en: OSGC was not in compliance with Article IV of the Corporate Charter and
ArticieN of thg Corporate By-Laws. In addition, several Operating Agreements associated with
Limited Trability Companies (LLC’s) listed the former CEO as the Managing Member.

Condition:

The former CEO is listed as the registered agent within the Corporate Charter (Article 1V) and
By-Laws (Article 1). He is also listed as the managing member within several operating
agreements among the various business ventures entered into by OSGC.

During the audit it was determined that the former CEQ resigned on May 7, 2008, As of August
31, 2008; he was still refiected within the Corporate Charter and By-Laws as the registered agent
and as the managing member on several operating agreements.
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Recommendation;
The Corporate Charter and By-Laws should be updated to reflect the change in the registered
agent for 0SGC. In addition, the appropriatc operating agreements should also be updated to

reflect this change. Consideration should be given to revising these documents to reflect job
titles rather than individual names.

Finding Sixteen: Job descriptions have not been developed for cach position within OS&C,

Condition:
During the audit the following job titles were noted within OSGC:

Chief Executive Officer (CEO)
Project Manager
Accountant/Office Manager
Leasing Specialist (PT)

o The job description for the Projcct Managg
appear to reflect an accurate descriptiopd

¢ The responsibilities and duties of the

Recommendation:
The Corporation should ens
and that cach job description.

:;J. ) Q - - )
o‘b:\;itle» fave a complete and accurate job description
pénsibilitics and duties required.

Finding Seventeent. +{&s: Ions 2 support approval by the Board of Directors pertaining to
property transfers-weranot sighted. In addition, resolutions indicated as “proposals” did not
have cvidené?to stipdortapproval by the Board of Directors”.

Condition: / ‘
Intefiial Audit SbEmed and reviewed the resolutions adopted by OSGC's Board of Directors’.
Based on thisieview, the following concerns/exceptions were noted:
v ~s$tution to support/approve the transfer of property from the Tribe to OSGC related
to O'N.E. was not located.
» A resolution to support/approve the transfer of a building from the Tribe to OSGC and
the subsequent sale of this building from OSGC to Fifth Floor Investments, related to the
property at 2035 Larsen Road, was not focated.

Tnternal Audit also noted the following less critical exceptions surrounding the resolutions
exccuted by the Board of Dircctors’.
o Resolution 45, dated February 25, 2003, in which a “proposal” was made to increasc the
stipend for board members, did not include evidence to support approval by the Board of
Directors’,
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s Resolution dated July 23, 2003, in which a “proposal” was made for Oneida Seven
Gengrations Corporation/Glory, LLC, to enter into 3 land lease for the O.N.E. Building
(1333 Glory Road) with the Division of Land Management, did net include evidence to
support approval by the Board of Directors’.

¢ Resolution #10, dated June 21, 2005, in which the Board of Dirsctors’ guaranteed a
$4.375 million mortgage for construction of the travel mart at 29/32 (Oneida Generations,
LLC), was approved by the Board of Directors’, but not signed or dated by the President
or Secretary of OSGC.

o Resolution #12, dated February 28, 2006, in which the Board of Directors’ approved the
sale of OSGC’s interest in Vision Oneida, LLC, was approved by the Board of

Directors’, but not signed or dated by the President or Secretary of OSEV

Recommendation:

Resolutions approvmg all property transfers should be adopted by thc\Boar@-gf'Dlreo:lors to
support such activity. In addition, all resolutions exccuted by the/Boara“of Dp fectors’ should
include wording, within the body of the rcsolution, to SUpPOELAP oval, 'Eo\f&rther support this
process, all adopted resolutions should be signed and dated by th%dem and Secrctary of the

Board.

Summary
Opportunities exist for OSGC manageient and*st ’zrnprovc on the financial reporting

provided to the Board of Dlrectors Bu ess Camnuttee and General Tribal Council. The
Board, management and staff Ipus awe lly understand the requirements associated with
the Corporate Charter and ByZFaws aﬁ\cnsum that all provisions arc adhered to. If actual
practice dictates changes tothes feeurﬁ‘fmts , proper approval should be obtained and the
required changes made. on, increased monitoring and reporting by appropriate financial
management of the Tribe (C\cn\tra%ccountmg, Business Development or Finance) may provide
beneficial insights 0%
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Queida Natiou of Wisconsin
Internal Audit Risk Assessment Analysis
Oneida Sevea Generations Corporation

Ease of
Area [ssue Mitigating Coutrols Risk Gbservation Business Risk | Gnpletneata(ion Recommendation
Corapliance Compliance with Atticle | Quarterly ceports ate | tnformation submitted to {he Business High Modenate - Management should develop and
with OSGC’s | X1l of the Corporate fited with the Committee (BC) appears to exclude a unplement procedures to ensure
Carporate Charter: Requires the Business Comunittee | Soucce and Use Repord (.., cash flow that the requirements associated
Charter and/or § filing of specific aud written aunual statemen() and material changes/ with Article XU of the Corporate
By-Laws information/ ceparts with ! and seomi-annua developments impactiag OSGC. Charter are reviewed 2nd complied
the Business Comnmittee | reponts filed with the | Information submitted to the General with for both the Business
and the General Tribal Geaeral Tribal Tribal Council (GTC) is based ana Committee and the General Tribal
Cauncil. Council. tequest from the Chief of Staffand Council. If management
therefore excludes material determines that ceftain
changes/developmeuts, pending legal requicements arc no longer
proceedings and financial statements. applicable the Cotporate Charter
should &e revised and approval
Nofte: Decisions made by the BC or documented ta reflect this.
GTC based on tncomplete information
. could result in fiture fosses to OSGC
\ atidlor theTrije,- -
‘ \ = N
| CONEIDENT A
Complcte and | The retum on investment | Noge " % |"Clndln retunt'oniivéstoent(ROI)Y |- High © “|  "Maderite Management should devetap aud
Accurate information provided to information was absent front the report implcment procedures to ensure
Reporting to the Busiucss Conuuittee provided to the Business Conmittee that sufficient financial data is
the Business surrounding OSGC’s (BC}. ln addition, ROl calcutations obtained on all business ventures.
Conunittee business veatures prepared by Internal Aadit were less In addition, management should
appears to be incomplete favorable than those reported by devclop and iiaplement procedures
and inaccurate.

OSGC.

to ensure that all Business
Commiittee requests are prepared
completely and accurately.
Managemcent should contiaue to
provide this information to the
Business Committee, if deemed
beaeficial, and provide
accoropanyiog notes {o further
explain information preseanted.

Appendix t: Risk Assessment
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Oneida Nation of Wisconsin
Internal Audit Risk Assessment Analysis
Ouneida Seven Generations Corporation

beob 698 @26 IANB TBNHIINI BAI3ND:WON4 2£:.1

Ease of
Area Issue Mitipating Cantrols Risk Qbservation Business Risk | Implementation Reconunendafion
Compliance lntemnal Audit was None information provided by QSGC High Modecate Management should develop and
with OSGC’s | unable o verify surrounding its cash ceserves lacked irmplement procedures to ensire
Corporate compliance with Article the following etewents: inclusion of that Artzele IX of the Corporate
Charter and/or | 1X of the Corporate working capital, inclusion of debt Charter s fully understood and
By-Laws Charter, which requires associated with Babeock f, LLC and documentation reflects accessary
OSGC to establish a cash Isbell, LLC, calculation detennining calculation to determine
reserve for debt the cash reserve required und the campliance. In addition,
servicing. amount of cash teserves currenty held. managememt should provide thus
inforiation to the Busincss
Committee and'or General Tribal
Councit on a periodic basis, if
deemed bencficial.
Completc and | Infounation provided to | None OSGC’s report gives the itapression Moderate Easy Magnagement should ensure that alt
Accurate the Business Conunittee that revenue is directly propertional te nformation provided to the
Reporting to regarding revenue the square footage leased, which is not Business Commumittec is portrayed in
the Business generated from Tribal acpul a(e - a cleac and accurate manner.
Committee and Non-Tcibal sources \ A
appears (o be misleading. \
:;}Ieadm (1 A
could result in futirre
and/or the Tribe.
Complete and | Certain business ventures | None Consistent long-term iacome High Maderate Maragement should develop/revise
Accurate | do uot appear to support generated from Glory, LLC has not yet and implement plans and
Reporting Mission Statemei, materialized. In addition, Isbell, LLC procedures to ensuce that cach

which includes the
generatian of long-tern
income streams €or
corpocate stockholders.

and Nerth Packerland, LLC, which
were both formed in late 2006, have
only incurred losses to date.

business venture is progressiag
toward, and periodically measured
against, the goals and objectives
established. In addition, this
infermation should be
commuaicated to the appropriate
parties on a regular basis.

Appendix 1: Risk Assessment
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Oneida Nation of Wisconsin
Internal Audit Risk Assessment Analysis

Oneida Seven Generations Corporation

Ease of
Area Issue Mitigzting Contrels Risk Observalion Business Risk | lmplemeniation Recommendation
Adcqtunc- Monthly OSGC financial | Reports are utilized | Financial results were not periedically Moderate Moderate Firancia! ceports shontd be cemitted
oversight reports submitied o at year-end to analyzed or reviewed to identify to Central Accounting / Finance on
Centra) Accounting were | compile “companent { patential trends or concerns that could a consistent basis.
not cegulardy reviewed. wnit” information for | be communicated to the appropriate Cenusl Accounting/Finance shoutd
the Tribe’s annual pacties. ensure that financial reports
financial statements. reccived are teviewed/analyzed on
a regular basis and issuesfconcems
followed-up on and/or
comnwmnicated to appropriate
parlies.
Adequacy of | Proper segregation of Monthly Although no evidence was found to High Easy Management should strengthen its
Operatioual duties is not maintained | reconciliations are indicate nappropriate activity, such curreot procedures (o ensure that all
Intemal over the cash receipt/ prepared on mos¢ activity may go undetected resulting in bauk accounts are formally
Controls disbursemnent process. A | bank accounts. a loss to OSGC and‘or the Tribe. reconciled monthiy. If proper
formal reconciliation was } segregation of duties cannot be
not prepared for certain . . . cstablished over accounats,
bank accounts nor an \ \ A uwanagetaent should implement
independent review \ : \ procedures to ensuce that ap
performcd. - N A independent review be performed
and documented on cach
reconciliation prepared.
Adequacy of Adequate documentation | None A number of cental propertics were not High Moderate Management should ensure that
Operational (o suppart sublease supported by a curcent lease adequate documeatation iy
Internal agreements between agrecment. A smaller number of lease ava(lable to suppert the menthly
Controls OSGC and third parties agreentculs indicated a larger mouthly cental amount for each lease

was lacking.

vent amount than what was being
collected.

agreement and ensure that
requirements associated with ¢ach
tease agreement are identified and
complied with. The Board of
Directors shauld bold management
accountable foc enforcement of
lease provisions.

Appendix 1: Risk Assessment
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Oneida Nation of Wikconsin
Internal Audit Risk Assessment Analysis
Oneida Seven Generations Corperation

Easc of
A!'ea [ssue Mitigating Controls Risk Observation Business Risk {mplementation Recommendztion
C()lmphangc Procedures for the Noue Unauthorized and unsupperted High AModerate The Board of Dicectors should
with Policies disbursement process disburseroeats, intentional or cnsure disbursenient procedures are
& Procedures | were ot being followed. unintealional, were processed without cnforced and independently
Expenditures tncumed by intervention. reviewed and tested. The Board of
the CEO were sclf- Dircctors® should also casure that
approved, additional work performed by the
independent auditors daes not
impair their independence. All
expenditures iucwrred by the CEQ
should be reviewed and approved
by somcone other thaa the CEQ,
Disbursements Jackiog sufficient
documentation should aot be
approved,
i N P atiion Y 2 Y 1 0 r—~ 1r— {3 en——— | Fal 1
Corupliance Compliance with Article Rondd Q ].’{ arcl of Dicottark pa's‘ﬁ dfresolutiody [ (|~ F igh y Easy Requirements of the Bylaws should
with Corporate | V of the By-Laws; \F ziip the GEO to! pPProve: l _A “be adhered to, or if it is determined
By-Laws contracts or ather Woshctions 11 land i} Toting I\\j A that the requitements should no
instrumeats $15,000 or - $2,000,000. H déssTat appedr that longer apply, the Corporate By-
more be approved by a this cesolution was brought before the Laws should be revised and
resolution of the Board. Busiuess Conmittee for review/ approval documented to reflect this.
appravat. .
Adequacy of Discrepancies were noted Nozc Subsidiary records are catical histaric Moderate Moderate Pracess should be developed to
Operational within the 2007 - 2008 peospectives an balance sheet ensure the annual budget js
Internal annual budgets. No accounts. Without a periodic prepared completely and accurately. |
Controls subsidiary record. Actual comparison between budgeted cesults Budgeting process should be
cesults were not and actual results discrepancies were enhanced to joclude information
periodically compared to allowed to go unchecked. pertaining ¢o ali business ventures,
projections. Periodic comparisuns between
actaal results and budgeted
projections should be pexformed
with cesults provided to the Board
regularly, the Business Committec
if additional fundiog is sough,
and‘or Geaeral Tribal Council, if
necessary.

Appendix 1: Risk Assessment
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Internal Audit Risk Assessment

/

QOuaeida Natign of Wisconsin

Analysis

Oneida Seven Generations Corparation
Ease of
Areq Issue Mitigating Coutrols Risk Observation Business Risk | [mplemtentstion Recommendation
Complete and | A ceserve Was not Nane A “Notice of Defaulc” sent to a leasce Moderate Easy Maaagement should establish &
Accurate established for an regarding uupaid rent (3$221,598.91) Teserve as an Allowance for Bad
Financial Allowance for Bad Debts ang the waiving 0f $196,303.03 i Debts aud/ar Uncollected Debts
Reporting and‘or Uncollected Debts uncellected lease payments suggests 3 account 10 reflect the potential for
1o reflect potential write- portion of these batances may not be write-ofT, Management shouid
offs. collectible. repoct all at risk amowats to the
Board of Directors and revicw (his
balauce on a reguiar basis o casure
its adequacy.
Compliance Policy surrcuading fixed None Subsidiary records ace maintined but Low Moderaie A (ixed asset palicy should guide
with Policics assets. Subsidiary | do not support the generat {edger the huadling of all fixed assets and
& Procedures secords did not balance balance. all assets listed reviewed to cnsure
to the general ledger. conpliance. Subsidiary records
should be formally reconciled (o the
, general tedger at feast anmually,
Compliauce Compliance with Adticle /\I nﬁ L0 - Y Board member compensation
with Corporate | i Section 4 of the By- A should be established by resolution
Charter and‘or | Laws: board based on board member
By-Laws compensation is set by a J responsibility/title, if applicable.
Board of Director’s Compliance with the Tribe’s
resolution, Comprehensive Policy Governing
Boards, Comuitiees aud
Commissians should also be
addressed.
Compliance Compliance with Aniicle Nane The former CEQ was listed as the Low Easy Cotporate Chacter, By-Laws and
with Cotpocate | IV of the Corporate registered ageat withia the Carporate LLC Operating Agreements shonld
Chaster aud/oc | Chactes and Axticle 1 of Charter and By-Laws and as the be updated to reflect the change in
Dy-Laws the Corporate By-Laws: Managing Member in g number of tegistered ageat. Consideration
Former CEQ listed by business ventures, should be given to revising these
name. Several LLC documents to reflect a job title
Opezating Agreetuents cather than individual name.
list former CEQ as (he
Managing Member.
Compliance Wrilten job descriptions | The office is small Without a properly defined job Low Easy All jab titles should have a
with Policies | have not been established | with few employees. | description it may be difficult for complete and accurate job
% Proceduces | for each Position. managemeat to hire and/or measure description that reflects the
employee perforinance.

responsibilities and dutics required.

\ppendix 1: Risk Assessment
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unerda Nation of Wisconsin
Internal Audit Risk Assessment Analysis
Oueida Seven Generations Corporatiog

! Easvof !
Area Issue Mitigating C ontrgls Risk Observatioy Business Risk foplementation
Adequate

Recommendatign
Resolutions (o suppart Noge Transfers of Teibally owned propertics High Easy Resolutions @pproving praperty
Governaace by property ransfers were © OSGC(O.N.E. and a buildiag, transfers should be adopted by the
Board of uot found. Resalutions cclated to the propexty located at 2035 Board of Directors. All resolutions
Directors Wrilten as “proposals™ Larsen Road) were nat acknowledged, executed by the Doard of Directors®
did not biave evidence o Netther was the subsequent sale of the | should inclede warding to support
support approvat. Larsen Rd budding to Fifth Floar approval. All adopted resalutions
Investments. should be signed agd dated by he
Appears to be lack of Bovernance. President and Sccretary of the

Board, and kept on file,

Risk Terms p q \ [
Mitigating Controls - controls that hdlp re § the 'ti ‘ivk |
Risk Observatioy - description of n'sk\i*s Ciat ‘Wl(h findin,
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