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)New York State
HOMES AND COMMUNITY RENEWAL
Certified Financial Report
2010 Policy and Procedures
The Certified Financial Report must be submitted no later than 120 days after the close of the contract term. The document should be submitted to:


Local Programs
NYS Homes and Community Renewal
38-40 State St., Hampton Plaza
Albany, NY 12207

Questions regarding downloading or transmitting this document should be directed to Bill Allen at (518) 473-3895.
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)100 - Introduction
This manual represents NYS Homes and Community Renewal (HCR) guidelines for certified reviews of selected HCR contracts (see Appendix 1). It is intended for use by Certified Public Accountants (CPAs) and Licensed Public Accountants (LPAs) in conjunction with the applicable accounting and auditing guides issued by the American Institute of Certified Public Accountants (AICPA).
Aspects of this manual and the Certified Financial Report (CFR) were developed with the assistance of the New York State Society of Certified Public Accountants (NYSSCPA). HCR wishes to express its sincere appreciation for the guidance and input provided by the NYSSCPA and the members of its Not-For-Profit Organization Committee.
.01 What’s New
The basic requirements for a CFR have not changed. However, changes have been made to these instructions to clarify requirements and address common problems experienced in the previous cycle of CFR submissions. Addressing these issues will reduce the possibility of disallowed costs.
· The CFR can be submitted electronically to WAllen@nyshcr.org.  Hard copies of forms 550 and 575 with original signatures must be mailed to Local Programs.
200 - Objectives
The purpose of this document is to guide the auditor in the preparation of schedules and reports (Section 400 contains list) comprising the CFR required for selected HCR programs. The purpose of the certified review is to enable HCR to ensure that the company has used HCR contract funds appropriately and is complying with certain HCR requirements.
Every effort must be made to ensure the accuracy and completeness of this report. Unclear presentation of expenses or compliance findings may result in substantial or full contract disallowance.


300 - General Requirements
· 01 Auditor – Qualifications and Requirements
The auditor must be a Certified Public Accountant (CPA) or a Licensed Public Accountant (LPA) currently registered to practice in the State of New York. Please visit the NYS Education Department, Office of the Professions at www.op.nysed.gov/opsearches.htm to verify an auditor’s current registration status. In addition to the auditor’s signature, the auditor’s name should be typed or printed and the date should be entered on Form 550.

· 02 Audit Professional Standards
The auditor must meet professional standards for independence. Any services beyond audit services provided to the Company must be disclosed to the Office of Internal Audit at HCR.
· 03 Contract Scope
A Company that has a contract of more than $50,000 from one of the designated Programs must submit a CFR prepared in accordance with this document.
· 04 Certified Financial Report Forms
The submission must conform to the format of the CFR forms (See Section 400 Required Forms and Schedules). The CFR forms are available on the HCR web site at www.nyshcr.org 
· 05 Basis of Accounting
The accrual basis of accounting is required to be used in the preparation of schedules for this CFR except that:
· non-cash items should not be included in the schedules; and
· equipment costs approved in the budget should be treated as an expense of contract and not depreciated. Depreciation is discussed further in Section 600.04.
· 06 Engagement Letter
The engagement letter must include the following:
· An agreement to permit HCR, the Office of the State Comptroller and the Office of the State Inspector General to review the working papers for a period of three years after DCR receives the audit;
· A disclosure of other services provided by the audit firm to the company;
· A clause allowing the auditor to contact the Office of Internal Audit in the case of irregularities such as embezzlement, apparent misappropriation of funds, improper procurement practices or if there are insufficient records to complete the audit by the due date (if any of these conditions exist, Office of Internal Audit must be contacted immediately); and
· A statement of intent to perform testing and provide reports as required by HCR through this document and its updates.
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).07 CFR Due Date
The CFR must be submitted to HCR no later than 120 days after the close of the contract period. If for any reason it becomes clear that the audit cannot be completed by the due date, the auditor should notify the Company immediately.

.08 Extensions
Extensions will be granted under certain circumstances. Should the due date need to be extended, the Company must request, in writing, an extension from HCR’s Regional Office no later than 120 days after the close of the contract period. Requests must include the cause for delay and proposed date of submission to HCR.
400 Required Forms and Schedules
The following documents represent the submission requirements. Failure to submit any required information/document may result in funds being disallowed and/or future funding being placed on hold. In addition, it may affect any future contracts with HCR.
 (
1.
2. 
3.
4.
5.
6.
7.
7.
)Data Collection Form 500 (Section 500)
Independent Auditor’s Report Form 550 (Section 550)
Company Certification and Statement of Compliance Form 575 (Section 575) Schedule of Expenses Compared to Budget Form 600 (Section 600) Schedule of Accruals Form 800 (Section 800)
A copy of the Contract Budget document used in preparation of the Schedule of Expenses Compared to Budget
When appropriate, a Schedule of Findings (Section 550.02) and a Plan of Corrective Action (Section 900).
Specific instructions for each form and schedule are provided in subsequent sections of this document. Blank forms and schedules are also available on the HCR web site at www.nyshcr.org 
500 - Data Collection Form
This document requires basic information regarding the Company, the contract under review, and allows for the reporting of any compliance findings. Upon identifying any findings, please include a schedule that details the findings with your CFR submission. This form also identifies key individuals within the Company. Please refer to the contract document by Contract Number and SHARS ID.
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)550 - Independent Auditor’s Report
This report, developed with the assistance of the New York State Society of Certified Public Accountants (NYSSCPA), presents the scope, standards, responsibilities and nature of the auditor’s work, as well as the auditor’s opinion on schedules and company compliance to HCR requirements. Use of the preprinted auditor’s report is mandatory unless the results of the audit work are sufficiently material to require modification of the auditor’s opinion. Departures from the use of this form must be discussed in advance with HCR’s Office of Internal Audit. Without prior approval by HCR, altered submissions may result in the disallowance of the full value of the contract. To eliminate any questions concerning an original signature, we strongly recommend that blue ink be used when signing.
· 01 Schedules
The auditor’s testing of financial transactions must ensure the Schedule of Expenses Compared to Budget and the Schedule of Accruals are presented fairly in all material respects. Because this is an audit of one contract, materiality must be based on the value of the contract, regardless of the overall activities or the size of the Company.
· 02 Compliance
The auditor’s compliance testing must address each of the compliance issues identified in the Company’s Statement of Compliance (see Section 575). The auditor’s testing must ensure the Company’s Statement of Compliance is appropriate. Any instance of noncompliance identified by the Company, or by the auditor through compliance testing, regardless of materiality, must be reported by the auditor. These findings and the method of correction must be presented in a Schedule of Findings and discussed with an appropriate Company official. Recommendations for corrective action should be included with the explanation of findings. The Company should be given the opportunity to respond to findings. Responses can be incorporated into the Schedule of Findings or attached as an addendum to the CFR.

The auditor’s compliance testing should include testing to determine that the allocation plan is documented and that expenses charged to the contract are reasonable and in accordance with that plan. Where the Company is not in compliance with these requirements, the auditor must identify the noncompliance with a Schedule of Findings or similar schedule.
575 - Company Certification and Statement of Compliance
The Company Certification emphasizes the Company’s responsibility for the CFR and its understanding of the content of the CFR. The Company Certification presents the possible ramifications of questioned costs and unspent funds, as well as ensures that appropriate standards are used in conducting the audit.
The Company Certification and Statement of Compliance must conform to the format provided. This form must be signed by a responsible Company official. To eliminate any questions concerning an original signature, we strongly recommend that blue ink be used when signing.

The Company Certification and Statement of Compliance also addresses the Company’s
 (
5
)compliance with program and contract provisions. While the Company should be given the opportunity to identify any compliance issues through the Statement of Compliance, the auditor must review the statement to ensure the Company has appropriately identified any compliance issues. Please note that “N/A” is not an acceptable response. Further, any response other than “yes” should be accompanied by a Schedule of Findings in which the auditor explains the response in detail, and a Plan of Corrective Action should be submitted detailing how the Company will resolve the finding(s).

600 - Schedule of Expenses Compared to Budget
.01 General Requirements
The Schedule of Expenses Compared to Budget must conform to the format provided. At a minimum, Unaudited Expenses, Audited Expenses, and the Latest Approved Budget columns must be completed. If amounts are rounded to the nearest whole dollar, be sure that the total equals the contract amount. This schedule must contain the same level of detail as the latest approved budget included with the CFR.
The column headed “Unaudited Expenses” is to be filled in or provided by the Company. Expenses shown in this column are based on the Company’s books and records. If the Company is unable to provide a summary of expenses, this must be noted as a compliance finding and included on a Schedule of Findings with the CFR submission.
As a result of the auditor’s work, adjustments to the company's “Unaudited Expenses” may be necessary to arrive at “Audited Expenses”.  Adjustments are shown in the adjustment column. Each adjustment must be explained in a footnote. Adjustments that are not explained may result in disallowed expenses.
The Original Approved Budget document is compared to “Audited Expenses” to determine any Variances (see Section 700 on Questioned Costs). Variances within the budget to actual report are acceptable as long as they are well documented and do not fall under the questioned cost category.
Eligible expenses are those incurred within the contract period, in accordance with the latest approved budget, and for the purpose of carrying out HCR approved work plan activities. If the auditor identifies expenses incurred outside the contract period, they should be included in the schedule and identified as questioned costs (Section 700). Work plan activities are defined in the contract or HCR approved work plan modification. Expenses for non-work plan activities must also be questioned. Work plan modifications must contain authorized HCR signatures to be valid.
Expense categories are as follows:
· Staff Salaries
· Fringe Benefits
· Regulated Other Than Personal Service costs (Regulated OTPS)
· General Other Than Personal Service costs (General OTPS)


The auditor must review the content of each of these to ensure that items are properly (
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) categorized. Particular attention should be paid to the General OTPS category since this is most susceptible to inclusion of regulated or ineligible costs. (See Sections 600.02 through 600.05 for a discussion of each category, and Section 700 for information on ineligible and questioned costs.) It is important that the auditor inform the Company when the CFR
identifies questioned costs.
· 02 Staff Salaries
The auditor should list the individual salary titles or employee names and associated expense. The Company may add or delete a line item in this category; however it is required to notify Local Programs at HCR. 
· 03 Fringe Benefits
Fringe benefits are controlled by category. The following costs are included in Fringe Benefits:
· The employer’s share of FICA
· Workers compensation
· Disability insurance
· Unemployment insurance
· Health insurance
· Other fringe benefits specifically approved by HCR in writing and in advance (these require a description). Also may include non-traditional benefits.
· 04 Regulated Other Than Personal Services (Regulated OTPS)
Regulated OTPS is controlled by category; however, line item detail is required in the schedule. The Company may add or delete a line item in this category without written HCR approval, as long as the items are considered legitimate per the contract terms. CFR Fees and other audit fees are not interchangeable - these must be presented separately. The following costs are included in Regulated OTPS:
· Insurance/Bonding (general, liability, theft, fidelity bond, etc.)
· Professional services (CFR fee, corporate audit, legal services, other professional services)
· Purchased equipment (see depreciation below)
· Interest expense which has been specifically approved by HCR
· Other items, including non-administrative items, (Line item detail is required).
Depreciation is an ineligible expense. All equipment items approved by HCR and purchased with contract funds should be included as an expense. Any depreciation included on the schedule will be disallowed.

 (
7
).05 General Other Than Personal Services (General OTPS)
General OTPS is controlled by category; however, line item detail is required if the category total exceeds $5,000. Its content should be carefully examined for ineligible expenses.
The following costs are included in General OTPS:
· Rent/mortgage/utilities
· Telephone
· Office supplies
· Printing and postage
· Travel
· Staff development and training
· Service agreement and maintenance
· Bank charges (not interest)
· Other (line item detail is required)
· 06 Non-Administrative Costs
Non-administrative costs have been incorporated into Regulated OTPS (See Section 600.04).
700 Questioned Costs, Ineligible Costs, and In-kind Expenses
· 01 Questioned Costs
The auditor must question costs which result from a deviation from the policies and procedures of HCR. The auditor must provide an explanation for any questioned costs. HCR will make the final determination to disallow any costs which the auditor has questioned.
Questioned costs include:
· Any accrued expenses, excluding the fee for preparation of the CFR, which are not liquidated within 60 days after the contract end date
· Ineligible costs (Section 700.02 below)
· In-kind expenses (Section 700.03 below)
· 02 Ineligible costs
The following expenses are considered ineligible for designated Program contracts:
· Undocumented costs
· Costs incurred for other programs (for example, health insurance for personnel not working on the contract program)
· Costs not incurred within the contract period
· 
·  (
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)Contributions to other organizations
· Lobbying or political activity expenses
· Interest and penalties on late filing and/or late payment of federal and state taxes
· Interest expense on bridge loans not approved by HCR
· Expenses not related to the HCR contract
· Settlements of legal judgments
· Levies, fines and penalties
· Repayments of disallowance
· Depreciation and amortization (see Section 600.04)
· Value of unpaid leave accruals
· Construction costs, except HCR approved costs related to the Company’s office
· Contributions to reserve funds
· Parties and entertainment
The above are generally ineligible for Legislative Member Item Program contracts unless provided for in the legislative intent for the award and the HCR approved budget.
.03 In-kind Expenses
An in-kind expense is the normal cost of services provided for HCR contract purposes at no cost to the company. Because there is no cash outlay, these are not allowed to be included as HCR expenses.

800 - Schedule of Accruals
Any expenses included on the Schedule of Expenses Compared to Budget which have not been liquidated as of the end of the contract period must be listed on the Schedule of Accruals.

The Schedule of Accruals must be prepared as of the end of the contract. Each accrual should include:
· line item name (must correspond with a line item used on the Schedule of Expenses Compared to Budget)
· a description of the expense
· the vendor (if applicable)
· the date of accrual
· the actual liquidation date
· the amount of the expense

The liquidation date can be left blank when the accrual has not been liquidated. Any accrued expenses which are not liquidated within 60 days after the contract end date must be questioned and identified as such on the Schedule of Expenses Compared to Budget. If there are no accrued expenses, the Schedule of Accruals should indicate “None”. This schedule must not be left out or left blank.
 (
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)900 - Plan of Corrective Action
A Plan of Corrective Action is required when the Company’s Statement of Compliance or the auditor’s report includes any negative or partial compliance findings. The company is responsible for preparing a Plan of Corrective Action. An acceptable plan of corrective action is a clear, detailed plan that includes specific steps/actions that can be verified, specific dates for the corrective action, and the individual(s) responsible for ensuring those actions are taken. This plan may be included with the auditor’s explanation of findings or as a separate document prepared by the Company. The plan must be included with the CFR.
1000 - Common Errors, Weaknesses and Omissions
Several areas have historically been a problem in the preparation of the CFR and in the company’s financial administration of contracts. Careful review of the CFR Checklist by the auditor and a responsible Company official can eliminate most critical report weaknesses and omissions.

1100 - Questions, Contacts and Mailing Addresses
.01 Telephone Number
This document does not provide for every contingency. If you encounter a situation which is not covered by this manual, or if questions remain after reading this document regarding the audit, contact HCR Office of Internal Audit at 518-473-8443. Programmatic questions should be referred to HCR Local Programs at 518.473.3895. 
.02 CFR and Extension
The OmniForm document must be sent via email to the HCR Local Programs to the address listed below. A written extension request (Section 300.08) should be directed to Local Programs.
.03 Other Inquiries
The Member Item Manual is available on HCR’s Internet site at www.nyshcr.org .  If you need assistance downloading or transmitting this document, contact Bill Allen at 518.473.3895.
