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CHAPTER 1 ‑ INTRODUCTION

A.
Purpose of this Audit Guide


The purpose of this audit guide is to assist independent public accountants (IPAs) in performing financial audits of Department of Economic and Community Development (DECD) programs. These audits must be performed in accordance with auditing standards generally accepted in the United States of America (GAAS), Government Auditing Standards, issued by the Comptroller General of the United States, and the requirements of this audit guide. The objectives of a DECD program audit are to assist DECD program managers in determining whether: (1) the auditee has provided financial data and reports to the Department of Economic and Community Development that can be relied upon; (2) the auditee has internal control structure policies and procedures in place to provide reasonable assurance that it is managing DECD programs in compliance with applicable laws and regulations; and (3) the auditee has complied with applicable laws, regulations, policies, procedures, and terms and conditions of the Assistance/Loan Agreement, and thus expended state funds properly and with supporting documentation.


DECD program specific audit reports are a primary tool used by DECD program managers to meet their stewardship responsibilities in overseeing these DECD programs and assuring the integrity of the funds. Program managers must act upon the areas of noncompliance and internal control weaknesses noted in these reports. To be of value, these reports must contain adequate information to give reported matters perspective and to allow the managers to take necessary corrective action.

DECD Audit Guide Applicability - Use of some or this entire guide is mandatory for all participants in the DECD programs. Exceptions are noted below.  The distinction between whether all or parts of this guide should be followed depends on the different circumstances involved.

Program Specific Audits

Use of this audit guide is mandatory for audits required by State Statute, Regulation or Contract of auditees administering DECD programs when the auditee is not subject to a Federal and/or State Single Audit.  This guide must be followed for all program specific audits of DECD grant/loan contracts and all audits of DECD State Housing Administration Funds.  This includes those auditee’s that are eligible to elect a program specific audit under Federal and/or State Single Audit requirements/regulations.
Federal and/or State Single Audits

If an auditee is audited under a Federal and/or State Single Audit, the only additional requirements of DECD are that the DECD programs be tested for compliance with laws and regulations using the DECD Compliance Supplement contained in Appendix A of this guide and that the financial statement format outlined in Exhibit 4-2 be followed.  A cumulative statement of program cost must be presented for all DECD grant/loan contracts as either a financial statement, supplemental schedule or as a note to the financial statement.  The inclusion of this statement will facilitate the financial closeout of the program.  For any program not covered in the compliance supplement, the IPA may ascertain compliance requirements by researching the statutes, regulations, and agreements governing the particular program.

Exceptions to using the DECD Audit Guide

Exceptions include those participants who are authorized to follow HUD Handbook 2000.4 (REV-2, or latest revision) Audit Guide for Audits of HUD Programs or the CHFA audit requirements/ authorized format, when a DECD Project is funded jointly with HUD and/or CHFA funding. As a general rule, when there is HUD funding involved, DECD will defer to the HUD audit requirements, and the HUD Audit Guide outlined in HUD Handbook 2000.4 will be followed.  When DECD and CHFA jointly fund a project, DECD will defer to CHFA’s audit requirements, which normally consists of a Cost Certification Audit with the format determined by CHFA, performed in accordance with generally accepted auditing standards and Government Auditing Standards. 
In addition, in lieu of performing a financial and compliance audit in accordance with the DECD audit guide, an auditor on certain DECD grant/loan contracts may perform Agreed-upon procedures in accordance with Appendix E of the audit guide.  Agreed-upon procedure requests must be made in writing to the DECD Compliance, Audit and Financial Review Section (See Appendix E).  Agreed-upon procedures normally include procedures such as, examining a predetermined percentage of costs from certain cost categories and examining the supporting documentation to ensure that costs were in conformance with the contract/budget and physically inspecting evidence to determine that items and services contracted for were used on the project.  Also, ascertaining that expenditures were made only for obligations permitted by the budget, incurred after the effective date of the budget start date, but before the termination of the contract, and limited to those allowable deviations permitted without special authorization.  
This guide is not intended to be a complete manual of procedures, nor is it intended to supplant the 
IPA's judgement of audit work required. Audit procedures contained herein may not cover all circumstances or conditions encountered in a particular audit. The IPA should use professional judgment to tailor the procedures so that the audit objectives may be achieved. However, the IPA must address all applicable compliance requirements contained in this guide. If the IPA desires technical assistance pertaining to DECD programs and their regulations and or operations, the IPA should contact the appropriate program division of the Department of Economic and Community Development.

For the purpose of this guide, an "auditee" means a local housing authority, municipality, limited equity cooperative, nonprofit corporation, private developer, company, regional development agency, economic development commission and any other entity that has contracted to receive State assistance in the form of a grant or loan with DECD to carry out a specific project or service.

CHAPTER 2 ‑ DEPARTMENT OF ECONOMIC AND COMMUNITY DEVELOPMENT 


(DECD) ASSISTED PROGRAMS BACKGROUND

A.
DECD Mission and Goal

The Department of Economic and Community Development (DECD) was created by the Connecticut General Assembly by merging the Department of Housing and the Department of Economic Development into a single agency. The mission of DECD is to provide leadership and service to enhance the state’s economy and to expand opportunities for individuals, business and community prosperity, promote equity and improve the quality of life for Connecticut citizens.  DECD as the lead agency for all housing and economic development related matters in the state is responsible for establishing statewide housing policy and providing direction to the state concerning these issues. 

DECD offers programs to improve the business environment in Connecticut, to promote job creation, and to develop and revitalize housing, neighborhoods and communities.  Community development teams manage projects and coordinate programs to assist companies, developers, and municipalities with business development assistance, housing assistance, and community programs.  

B.
Administration of DECD Assisted Programs

The Department of Economic and Community Development has direct responsibility for administering the state assisted housing and economic development programs. The DECD, acting through the Commissioner of Economic and Community Development, executes Assistance Agreements and contracts with auditees to provide state financial assistance in the form of grants and/or loans to assist such entities in the development and operation of a particular DECD program. As stipulated in the Connecticut General Statutes and reflected in the Assistance Agreement or Contract, the DECD may finance either in whole or in part the various types of authorized activities. The State funding requirements are based on the type of activity being financed and the source of funds. Certain activities are funded by federal, state, and local sources (e.g., municipalities) with a specified percentage rate or amount of funding for each agency. Certain other activities are funded by state and local sources with a specified percentage rate or amounts of funding for each agency and other programs are funded in full by the DECD.  Refer to the Assistance Agreement and Budget to determine the specified amount of local or matching funds required.

Once the initial development of a housing or economic development project financed in whole or in part with DECD funds is completed and the project is available for occupancy, the DECD provides for an audit of the program or authorizes use of an Independent Public Accountant (IPA) to perform such an audit. After the audit is completed, DECD issues a Certificate of Approved Program Cost and State Funding or a similar document to closeout the funding provisions of a contract.

In addition, certain auditees, (particularly entities administering housing projects) are required to prepare and submit a Management Plan (Budget) for the annual operations of the projects to the DECD (or CHFA in the case of the State Housing portfolio administered by CHFA) for acceptance and approval. The auditee is then responsible to the Commissioner of Economic and Community Development for the overall administration of the program and any contracts (grants/loans).

C.
Types of DECD Programs

State financial assistance is provided by the DECD to auditees for the development and operation of housing for low and moderate income families under a variety of programs and for the promotion of economic vitality through financial and technical assistance to businesses. More information may be found in the Connecticut General Statutes and the Department of Economic and  Community Development regulations, if applicable, covering each program. The DECD Web page also contains a description of the DECD programs at http://www.ct.gov/ecd/site/default.asp.  A brief description of some DECD programs follows:


Housing Programs:

1. Affordable Housing Program - grants to local housing authorities and nonprofit corporations to construct or rehabilitate rental-housing units for households with very low incomes. A tenant pays an established base rent or 30 percent of the tenant's adjusted monthly income, whichever is greater. 

2. Congregate Housing for the Elderly Program - grants and loans to local housing authorities and nonprofit corporations to construct or rehabilitate congregate housing for the frail 
elderly who are at least 62 years old and with limited incomes. There are no asset limits for occupancy and 
tenants pay an established rent or 30 percent of the tenant's adjusted monthly income, whichever is greater. 

3. Federal Section 8 Housing Assistance Payment Program - this federal funded program administered by the Connecticut Department of Economic and Community Development, provides rental subsidies to landlords (private owners and developers, nonprofit corporations, local housing authorities, and state housing finance agencies) for families with very low income (at or below 50 percent of the area median) for the difference between the amounts the families can afford to pay (30 percent of their incomes) and the fair market rents established or approved by HUD charged by the landlords. The subsidies may be used in existing or newly constructed units, or in new construction or substantially rehabilitated units.

4. Housing for Elderly Persons Program - grants and loans to local housing authorities, partnerships, municipalities, and 
nonprofit corporations to construct or rehabilitate housing for the elderly who are at least 62 years old or certified as disabled and with limited incomes.  There are no asset limits.  A tenant pays an 
established base rent or a rent based on a percentage of the tenant's adjusted monthly income, whichever is greater. 

5. Moderate Rental Housing Program - grants and loans to acquire construct or rehabilitate rental housing for households with low and moderate incomes. 

6. Federal HOME Investment Partnership Program - 
provides grants, loans, deferred loans to housing authorities, nonprofit developers, for profit developers and individuals for a variety of activities to develop and support affordable housing including: tenant-based assistance, assistance to rental housing units, assistance to first-time homebuyers and existing homeowners, for acquisition, new construction, moderate or substantial rehabilitation and site improvements.  

7. Housing Rehabilitation Program - grants and loans to local housing authorities to upgrade and modernize state‑financed 
moderate rental and elderly housing units to a safe and sanitary condition. Eligible activities include 
modernization or replacement of heating systems, electrical service, and installation of new roofs, siding, and insulation. 

8. Resident Services Coordinator – provides grant funds to owners/developers of State financed Elderly Housing to hire staff to perform an evaluation of all tenants.  The evaluation process is used to determine the level of need of each tenant and to help coordinate those services available within the community. 

9. Limited Equity Cooperative Program - grants, loans, or grant/loan combinations to nonprofit corporations to acquire, construct, or rehabilitate housing for the development of cooperatives for families with low and moderate incomes. Residents must contribute money, labor, or both to join a cooperative. 

10. Housing and Community Development Program - grants to housing site development agencies and to nonprofit corporations, for as much as 67 percent of the cost of site acquisition, site improvements, relocation, and demolition, to develop housing for families with low and moderate incomes. Also, matching grants to municipalities to supply loans or grants to homeowners with low or moderate incomes to rehabilitate targeted residential areas. 

11. Rental Assistance Program - rental subsidies in the form of grants to nonprofit organizations and housing authorities to assist elderly persons that are paying in excess of 30 percent their income toward rent and utilities.

12. Land Bank and Land Trust Program - grants to nonprofits to acquire property to develop and preserve affordable housing.  The nonprofit sells or rents the units to low and moderate-income households, and leases the land, enabling certain resale restrictions that guarantee long-term affordability for qualifying households.

13. Federal Small Cities Community Development Program - federally funded program provides grants annually, on a competitive basis, to eligible municipalities for economic development, affordable housing, community facilities and services and revitalization or development projects.  Single -purpose discretionary grants are available for the last resort funding that address unique, unanticipated threats to public health and safety.

14. Hazardous Materials Abatement Program - grants and loans for hazardous materials abatement are available to homeowners for lead-based paint abatement and asbestos removal.
15. Housing Administration Fund Program - after the development of a housing project funded in whole or part by the DECD, the project is occupied by residents who pay rent or carrying charges.  A housing project in this occupancy or management phase is referred to as the Housing Administration Fund.  Housing projects in the Administration Fund are required to operate the project in accordance with the DECD approved Management Plan (or the CHFA approved Management Plan for State portfolio administered by CHFA) and follow the rules and regulations established by DECD or CHFA with regards to the management and operation of the project.
Economic Development Programs:   

1. Historic Assets - this program contributes to the state's overall historic preservation plan.  It encourages quality tourism by supporting the acquisition, installation, interpretation, or renovation of historical assets in the state.

2. Manufacturing Assistance Act - The most comprehensive of the Department's financing programs, this act allows for the provision of financing for the projects that include planning, acquisition of real property, the purchase of machinery and equipment, construction and/or infrastructure improvements, substantial renovation, improvement or expansion of a facility, and offset the costs related to relocation.

3. Special Act Grants - the objectives of the special act grants program is to provide specific, targeted economic development assistance to municipalities, as decided annually through the special act appropriation of the General Assembly.

4. Technical Assistance - this program provides funding to municipalities and nonprofit organizations for technical assistance and planning for economic development.

5. Urban Action Bonds - the objectives of this program are to redirect, improve, and expand state activities that promote community conservation and development and improve the quality of life for urban residents of the state.

6. Business Expansion - Municipalities with High Unemployment, Small Business Innovative Research - this program promotes business expansion to create new job opportunities in municipalities with high unemployment and fund research projects that enhance small business development.

7. Regional Economic Development Projects - this program supports projects in thirteen self-determined economic regions that have developed long-term strategic economic plans.  Grants are provided for projects that will promote economic diversification, stability and growth.

CHAPTER 3 ‑ PLANNING AND CONDUCTING THE AUDIT
A.   Audit Standards and Objectives

The objective of the financial audit is to obtain the IPA's opinion on the fairness of presentation of the auditee's financial statements. The audit must be conducted in accordance with auditing standards generally accepted in the United States of America (GAAS), Government Auditing Standards, issued by the Comptroller General of the United States (the “Yellow Book”), and the requirements of the State of Connecticut Department of Economic and Community Development as contained in this audit guide.


In conducting the financial audit, it is required that the IPA determines whether:

1. The auditee's financial statements present fairly the financial position and results of operations in accordance with the basis of accounting principles prescribed or permitted by the DECD.

2. The auditee has established internal control structure policies and procedures including those policies and procedures established to ensure compliance with applicable laws and regulations that have a direct and material effect on the financial statements.

3. The auditee has complied with applicable laws, regulations, policies, and procedures that have a direct and material effect on the financial statements.

B.  Qualifications and Independence of Independent Public Accountants
1.  Qualifications
An IPA must meet the auditor qualifications of Government Auditing Standards, including the qualification relating to independence and continuing professional education. Additionally, the audit organization is to meet the quality control standard of Government Auditing Standards.

The standards on auditor qualifications in Government Auditing Standards require that accountants and accounting firms comply with the applicable provisions of the public accountancy laws and rules of the jurisdiction in which they are licensed and where the audit is being conducted. If the IPA's office is located outside of Connecticut, the IPA must meet the licensing requirements to practice public accountancy in the State of Connecticut by obtaining both a license and a permit through the Connecticut Board of Accountancy to perform audit‑related services in Connecticut. (The Connecticut State Board of Accountancy web site is located at http://www.ct.gov/sboa.)


  2.
Independence


In all matters relating to the audit work, the audit organization and the individual IPA should be free from personal and external impairments to independence, should be organizationally independent, and should maintain an independent attitude and appearance. An IPA will not be considered independent with respect to any auditee with which such IPA has, or has during the period covered by the audit, any interest direct or indirect such as family relationship with auditee members or officials, connection as an officer or employee (whether or not paid) of the auditee, and financial interest, either direct or indirect, in any auditee activity (other than in the performance of the audit). The use of IPAs performing both accounting and auditing services will be prohibited unless prior approval is obtained from the DECD.

C. 
Accounting Records

In accordance with the Assistance/Loan Agreement or Contract, auditees shall maintain adequate accounting records and will, at such times as the Commissioner of Economic and Community Development may request, furnish the Commissioner with periodic financial statements and reports pertaining to the fund or program.

The auditee shall establish an adequate accounting system to ensure adequate internal control and compliance with the terms and conditions of the Assistance/Loan Agreement or Contract, state statutes, regulations, and policies of the DECD.

The auditee shall maintain, at a minimum, the following accounting records or similar records produced by an automated accounting system, to properly document the recording, approval and processing of accounting transactions in order to produce financial statements required by DECD and other parties.
1.  General Ledger

2.  Cash Receipts Journal

3.  Cash Disbursements Journal

4.  Payroll Register and quarterly state and federal tax returns

5.  Source documents supporting all accounting transactions

6.  Bank statements and canceled checks

7.  General journal vouchers or entries

8.  Payment vouchers

9.  Tenants' Accounts Receivable Subsidiary Ledger

10.  
Furniture and Equipment Ledger

11.  Insurance Register

12.  Employee records (attendance records, forms W‑2, W‑4, etc.)

When required by the terms of the Assistance/Loan Agreement or contract, the auditee must establish and maintain a separate bank account for each fund or program. All state and local program funds and all income, including interest earned on program funds, must be promptly deposited in the bank account. The bank accounts may be governed by a Bank Fund Agreement, which grants the Commissioner of DECD the right to restrict or withdraw funds under certain conditions of noncompliance with the terms of the Assistance/Loan Agreement or Contract.

D. 
Audit Scope and Approach

The IPA shall prepare a letter of engagement and/or an audit contract between the auditee and the IPA to document the planning and scope of the audit. The letter and/or audit contract should state that the audit is to be performed in accordance with generally accepted auditing standards, Government Auditing Standards, and the requirements of this Audit Guide. It should specify that the scope of the audit and the contents of the audit report meet the requirements of this Audit Guide. It should also specify that the IPA be required to provide the DECD access to working papers or other documents to review the audit. Access to working papers by DECD representatives includes making necessary photocopies.

The audit must be sufficiently comprehensive in scope to permit the expression of an opinion on the financial statements and supplementary information and/or schedules in the report. The opinion should state whether the basic financial statements present fairly, in all material respects, the financial position of the auditee as of the date of the financial statements and the results of its operations for the period then ended in conformity with the basis of accounting principles prescribed or permitted by DECD. Additionally, the opinion should state that the supplementary information and/or schedules have been subjected to the audit procedures applied in the audit of the basic financial statements and are fairly stated in all material respects in relation to the financial statements taken as a whole.

  For the purpose of expressing an opinion on the financial statements, the IPA shall obtain and evaluate evidence about management assertions that are embodied in those financial statements. To be able to express an opinion, the IPA must establish specific audit objectives related to those assertions and then design and perform audit tests to obtain evidence that can be evaluated to determine whether the objectives have been met. Throughout the process, the IPA must make decisions about whether the evidence obtained is sufficient and appropriate, both qualitatively and quantitatively, to provide the necessary level of assurance for expressing an opinion. Therefore, the IPA should use professional judgment to determine the extent of testing to support his/her opinion.

 
  Consideration of Internal Controls and Compliance
Government Auditing Standards requires the IPA to consider the internal control structure of the auditee as part of planning and performing the audit and to report on the internal control structure. Government Auditing Standards require the IPA to obtain a sufficient understanding of the internal control structure and to assess control risk for the assertions embodied in the financial statements. Overall guidance for the consideration of internal controls, testing and reporting requirements for State programs is provided in the Government Auditing Standards.  The Government Auditing Standards require that a sufficient understanding of internal controls be obtained to plan the audit and to determine the nature, timing and extent of tests to be performed.  In fulfilling the audit requirement relating to an understanding of internal controls and assessing the level of control risk, the auditor should follow, at a minimum, the guidance contained in the AICPA Statements on Auditing Standards. In addition, when auditing DECD programs, the IPA should perform tests of controls to evaluate the effectiveness of the design and operation of internal controls in preventing or detecting material noncompliance with the requirements of the DECD programs.  The IPA should perform these procedures regardless of whether the IPA assesses the internal control risk below the maximum.  The steps performed and conclusions reached should be clearly evidenced in the auditor's working papers.  The working papers should clearly demonstrate the IPA's understanding and assessment of control risk related to internal controls established for DECD activities.  DECD and Government Auditing Standards also require the IPA to test and report on the auditee's compliance with laws and regulations. The IPA should perform procedures to provide reasonable assurance that the auditee has complied with laws and regulations having a material effect on the financial statements and on each DECD program. The objectives of tests of compliance with laws and regulations are to determine whether the auditee has administered its DECD programs in accordance with applicable laws and regulations, thereby providing a basis for reporting, and to determine whether there have been instances of noncompliance that individually or in aggregate may have a material effect on the financial statements. Accordingly, tests of compliance with laws and regulations are substantive tests usually accomplished by examining supporting documentation. In determining the extent of substantive tests of compliance with laws and regulations that are required, the IPA may choose to rely on the internal control structure designed to ensure compliance with laws and regulations in order to restrict the extent of substantive testing. The IPA is also required to issue a report on compliance with laws and regulations (See Chapter 4).  In order to fulfill the audit requirement of testing and reporting on compliance with laws and regulations, the IPA should follow, at a minimum, the guidance contained in the AICPA Statement on Auditing Standards and Government Auditing Standards.

The tests of compliance must include the selection and testing of a representative number of transactions from each DECD assisted program and Administration Fund. The selection and testing of transactions shall be based on the IPA's professional judgment considering such factors as the amount of expenses/expenditures for the program; the newness of the program or changes in its conditions; prior experience with the program, particularly as revealed in audits and other evaluation (e.g.. inspections, program reviews); the extent to which the program is carried out through subrecipients; the extent to which the program contracts for goods or services; the level to which the program is already subject to program reviews or other forms of independent oversight; the adequacy of the internal control structure established to ensure compliance with laws and regulations; the expectation of adherence or lack of adherence to the applicable laws and regulations; and the potential impact of adverse findings.

In performing the tests of transactions, the IPA shall determine whether:

-
The expenses or expenditures incurred by the auditee are allowable under the provisions of the applicable statutes, regulations, rules, and policies governing the program(s);

· The expenses or expenditures incurred, by category and in total, are within the approved Management Plan/Program Financing Plan and Budget;

-
The nature of the expenses or expenditures was provided for in the approved Management Plan/Program Financing Plan and Budget; 

· The expenses or expenditures charged to the program(s) appear necessary and reasonable for proper and efficient performance and administration of State programs; 

· Local matching was provided; and

· The expenses are adequately documented.

The IPA should test each of the compliance requirements applicable to each DECD program being audited as contained in the Compliance Supplement for Department of Economic and Community Development (DECD) Programs (Appendix A). For any program not covered in the compliance supplement, the IPA may ascertain compliance requirements by researching the statutes, regulations, and agreements governing the particular program. If the IPA decides not to perform detailed testing of a particular compliance requirement, the reasons must be appropriately explained and documented in the working papers. The IPA must also report all material instances of noncompliance and significant deficiencies, including material weaknesses, in the internal control structure as findings, even in those cases where corrective action was taken by the auditee after the audit period.

The schedule of findings and questioned costs (Chapter 4, 
Example C) must include the following information for each finding where applicable: (a) the number of items and the dollar value of the population; (b) the number of items and the dollar value of the selected sample; and (c) the number of items and the dollar value of instances of the noncompliance.

In addition, the IPA must include in the audit report comments on the status of corrective actions taken on prior audit findings (Chapter 4, Example D).  Management's corrective action plan for current audit findings must be included in or submitted with the report to DECD.

Finally, the IPA is required to obtain written representations from management that include matters concerning compliance with laws and regulations that have a material effect on the financial statements and each DECD program as prescribed by SAS No. 74 (or latest update).

Criteria for Questioning Costs 

Costs questioned normally fall under the following categories:

(1) Costs which are specifically ineligible under the general and specific grant/loan conditions or instructions of the DECD.  These may include pre or post grant/loan costs, per diem cost in excess of maximum limits, or other expenditures in excess of authorized or limited amounts.

(2) Costs, which were not supported by adequate documentation.  These may include lack of time and attendance records, personnel records, original invoices, etc.; and the IPA could not satisfy himself by any other evidential means that the costs were proper charges to the DECD program.

(3) Costs, which were not in the approved budget.  Those may include renovation costs, field trips, items of equipment, or staffing patterns which were either not contemplated in the proposed budget submitted or were specifically disapproved by DECD.

(4) Costs, which were unreasonable.  These costs may include costs that are not specifically ineligible or unsupportable, but which are taken under the circumstances and conditions that existed at the time the decision to incur the cost was made.  It may also include unreasonable valuation assigned to In-Kind or matching contributions.  For example, unreasonable costs would be the purchase of a six-month supply of materials during the last month of the grant, the rental of luxurious automobiles rather than lower priced models, or the inequitable allocation of overhead costs to the program.

E.
Timing of Audit

The audit of a grant/loan program is to be arranged and conducted within ninety (90) days after completion of the project unless otherwise required by the Commissioner.  In the case of an auditee subject to an audit in accordance with the Federal and/or State Single Audit Act, the contract between the auditee and the IPA shall require that the audit be conducted and submitted within the time frame allowed by federal and state law, whichever is stricter.  Audits conducted on ongoing Housing Administration Funds must be completed and submitted to DECD no later than six months after the end of the period under audit. 

F.
Reference Materials

Prior to starting the audit of the auditee, it is suggested that the IPA request the auditee to have the reference materials and documents listed below available.

It is not necessary for the IPA to have an extensive knowledge of the contents of all DECD handbooks, manuals, and/or regulations because much of the material is not germane to the audit. However, it will be necessary for the IPA to become at least generally familiar with the following materials in order to satisfy the objectives of the audit.

1. Assistance Agreements and/or contracts between the auditee and DECD.

2. Declaration, By-laws, Policies adopted by the auditee's governing body, e.g., Personnel, Procurement, Disposition of Property, Rent Collection, etc.

3. Cooperation Agreements between the auditee and the local governing body (usually the municipality).

4. Management Plan (Administration Funds), Project Financing Plan and Budget (Development Funds), and/or Program Financing Plan and Budget (Contracts).

5. The following Department of Economic and Community Development publications:

a.
Accounting Manual for Local Housing Authorities

b.
Accounting Manual for DECD Financial Assistance Contracts

c.
Accounting Manual for the Rental Assistance Payments Program

d.
Housing Manual for the Management of State Financed Housing

e.
Accounting Manual for Limited Equity Cooperatives

6. The names of the members of the Board of Commissioners/ Directors and management officials (e.g., Executive Director). 

7.
Contracts or agreements between the auditee and others (e.g., Architects, Contractors, etc.).

8.
Department of Economic and Community Development and/or Independent Public Accountants audit reports covering periods prior to the current audit and any other program review reports of the Department of Economic and Community Development program staff.

The various DECD publications are also available to the IPA at the Compliance, Audit and Financial Review Section of the DECD.

G.
Audit delays Due to Condition of Accounting Records
If the IPA determines that the auditee's records are not in a satisfactory condition for performing the audit, the audit should be discontinued unless the auditee is able to get the records in condition for audit within a short period of time (one or two weeks). If an audit is to be delayed more than two weeks because the auditee cannot get the records ready for audit, the IPA should inform the Compliance, Audit and Financial Review Section of the DECD and wait for further instructions before continuing the audit. If the IPA encounters poor accounting records, which are auditable but nonetheless will result in a disclaimer of opinion on the auditee's financial statements, the IPA should consult with DECD before continuing the audit. The IPA should submit a corrective action plan to DECD detailing what problems were encountered and what corrective measures must be taken by the auditee to resolve the problems before the audit can resume.  In most cases it will be preferable for the IPA to suspend the audit until the records are brought into compliance with DECD requirements, thus enabling the IPA to render an opinion.

H.   Errors, Irregularities, and Illegal Acts or Fraud

The IPA should specifically assess the risk of material misstatement of the financial statements due to fraud and should consider that assessment in designing the audit procedures to be performed.  In making this assessment, the IPA should consider fraud risk factors contained in AICPA SAS No. 99, Consideration of Fraud in a Financial Statement Audit (or latest update). 

Normally, an audit in accordance with generally accepted auditing standards does not include audit procedures specifically designed to detect illegal acts or irregularities.  However, procedures applied for the purpose of forming an opinion on the financial statements may bring possible illegal acts to the IPA's attention.

If the IPA becomes aware of illegal or fraudulent acts that have occurred or are likely to have occurred, the IPA should promptly prepare a separate written report and include all questioned costs.  The IPA should submit this report in accordance with the requirements of the Government Auditing Standards to the Commissioner of DECD. 

I.   Exit Conference

Upon completion of the fieldwork, the IPA should hold a closing or exit conference with senior officials of the auditee. Any audit findings and recommendations, either of a financial, compliance, or internal control nature, should be fully discussed.

The exit conference gives the IPA an opportunity to obtain management's comments on the accuracy and completeness of the facts he or she presents and the conclusions he or she has reached. This conference also provides advance information to the auditee so that it may initiate corrective action without waiting for a final audit report. Whenever possible, the concurrence or the reasons for non-concurrence by the auditee should be obtained and incorporated in the audit report. Information on any corrective measures taken or promised to be taken by the auditee should also be included in the Schedule of Findings and Questioned Costs under a caption such as "Management's Response" or “Views of Responsible Officials and Planned Corrective Actions”.
J.   Corrective Action Plan
To assist the DECD in resolving instances of noncompliance and significant deficiencies including material weaknesses in the internal control structure identified by the IPA, the auditee is required to submit a corrective action plan as part of its audit report on DECD programs. The corrective action plan can be included as part of the audit finding or submitted separately on the auditee's letterhead. The auditee must describe the corrective actions taken or planned in response to findings or questioned costs identified by the IPA. In addition, the auditee must comment on the status of corrective actions taken on prior audit findings. 
The submission of the corrective action plan is considered a necessary part of the auditee audit requirement. DECD required audit reports submitted without a corrective action plan shall be considered incomplete. The IPA should submit as many copies of the corrective action plan as copies submitted of the audit report. Additional guidance concerning the corrective action plan is contained in Chapter 4, Examples C & D of this guide.

K.   Distribution of Audit Reports

Upon completion of the audit, the IPA shall forward sufficient copies of the audit report to the auditee as indicated in the audit contract. Three (3) copies of all audit reports must be submitted to the Compliance, Audit and Financial Review Section of the DECD.  Management letters and Adjusting Journal Entries rendered by the IPA, if issued, must accompany the audit reports submitted to DECD.

For audits of Housing Authorities, a copy of the audit report must be sent to the Connecticut Housing Finance Authority (CHFA), Town Clerk and appointing authority of the municipality in which the Housing Authority is located.

Audits of all DECD grant/loan contracts must be performed within ninety (90) days of the completion of the Project.  Audits of Housing Administration Funds must be submitted no later than six months of the end of the audit period.  In addition, if the audit was performed under the Federal and/or State Single Audit Acts, copies of the audit report must be submitted to the appropriate federal and state agencies within the time frames imposed by federal and state law.

L.   Quality Control Review for Audit Reports

All audits performed by IPAs on auditees are subject to review by the DECD.

The DECD uses standard guidelines in reviewing audit work performed by IPAs. The review of IPA's work consists of two phases: desk reviews of audit reports and reviews of audit working papers. As part of this evaluation of completed audits, the audit working papers shall be made available upon request to the DECD at the completion of the audit and for a period of three years from the date of the audit report.

In general, the desk reviews of audit reports prepared by IPAs are intended to assure compliance with reporting requirements set forth by the American Institute of Certified Public Accountants (AICPA), Government Auditing Standards, issued by the Comptroller General of the United States, OMB Circular A‑133 as applicable, the State Single Audit Act, and this audit guide, as required. Particular attention is paid to the IPA's comments contained in the reports on the internal control structure and on compliance with laws and regulations and on the IPA's opinion on the financial statements. Upon completion of the desk review, a determination will be made as to the audit report's acceptability.

If the audit report is received in a format not in compliance with this audit guide, the DECD may refuse to accept such report and require that the audit report be resubmitted within such time limits as the DECD may require. If the rejected report is not resubmitted within the time frame designated by the DECD, the report may be referred to appropriate professional bodies for disciplinary review. No cost may be charged to DECD programs for audits that are not performed in accordance with this audit guide, the Federal Single Audit Act, or the State Single Audit Act, as required.

In conducting reviews of an IPA's working papers, the DECD's objectives are not to criticize the IPA's work but rather to ensure adherence to the DECD Audit Guide and single audit requirements as required. A letter detailing the review results will be issued to the IPA.

Whenever an evaluation of an audit report or working papers discloses inadequacies, the IPA may be asked to take corrective action. If the DECD determines that the audit report and working papers are substandard or contain major inadequacies, it will consider filing complaints with the Connecticut State Board of Accountancy.

Failure to correct deficiencies noted during a desk review or working paper review will result in notification to the Connecticut State Board of Accountancy. This is for information only and does not constitute a referral for disciplinary action. Such notification to the Connecticut State Board of Accountancy is concurrent with notification to the IPA.
M.   Retention of Audit Working Papers and Reports

Audit working papers and reports shall be retained for a minimum of three years from the date of the audit report, unless the IPA is notified in writing by the DECD to extend the retention period.  When IPA's are aware that DECD or the auditee is contesting an audit finding, the IPA shall contact the parties contesting the audit finding for guidance prior to destruction of the working papers and report.

N.   Audit Costs
The cost of an audit made in accordance with the provisions of this audit guide is an allowable charge for each DECD program audited unless otherwise prohibited by program requirement.

The allocation of audit cost allowed to be charged to a DECD program shall be decided by the auditee with the approval of the DECD division administering the program. In general, the amount of audit cost allowable to a DECD program shall not exceed the amount approved for audit cost as stated in the Management Plan and/or Program Financing Plan and Budget.  In addition, the charges in connection with the State and Federal Single Audit portion of the audit shall only be eligible to the project to the extent that the ratio of the cost charged to the project shall not exceed the ratios outlined in the State and Federal Single Audit Acts.

O.  Inquiries Relating to this Audit Guide

Any inquiries or comments pertaining to this audit guide and/or audits of an auditee's books and accounts shall be directed to the Compliance, Audit and Financial Review Section of the Department of Economic and Community Development at (860) 270‑8210, (860) 270-8209, or (860) 270-8202.

Additional copies of this audit guide can be obtained from the DECD web site at http://www.ct.gov/ecd/cwp/view.asp?a=1096&q=249676.

P. Guidance on Procurement of Audit Services

A Guide for Procurement of Audit Services (Appendix B) from an Independent Public Accountant along with a Sample Request for Audit Proposal Notification (Appendix C) and a Sample Audit Agreement (Appendix D) can be obtained from this Audit Guide or by contacting the Compliance, Audit and Financial Review Section of the Department of Economic and Community Development at (860) 270‑8210, (860) 270-8209, or (860) 270-8202 or by visiting the DECD web site at  http://www.ct.gov/ecd/cwp/view.asp?a=1096&q=249676.
CHAPTER 4 ‑ REPORTING REQUIREMENTS AND SAMPLE REPORTS
A.   Auditor's Reports

Government Auditing Standards requires that the IPA issue the following reports based on the audit of the financial statements: a report on the financial statements, a report on the internal controls, and a report on compliance with applicable laws and regulations. The audit report should be issued to the auditee's governing body and/or top official as appropriate and should clearly indicate the programs and periods that were audited. In addition, the auditee should transmit three (3) copies of the audit report and its corrective action plan to the DECD Compliance, Audit and Financial Review Section.

It is expected that the specific compliance requirements identified in this guide will cover those laws and regulations that, if not complied with, could have a direct and material effect on the financial statements.  As such, the compliance report as illustrated in this guide is the only report necessary for reporting on the auditee's compliance with laws and regulations.

To meet the requirements of this audit guide, the IPA must submit the following reports:

1. The auditor's report on the financial statements and any required supplementary schedules, according to the particular program requirements.  The report should state whether the information contained in those schedules have been subjected to the auditing procedures applied in the audit of the financial statements and whether that information is fairly stated in all material respects in relation to the financial statements taken as a whole.

2. The auditor's report on the internal controls as they relate to both financial reporting and administering the DECD programs and the assessment of control risk made as part of the audit of the basic financial statements. The report must identify any significant deficiencies and material weaknesses noted. Significant deficiencies and material weaknesses in the internal control structure should be presented in the Schedule of Findings and Questioned Costs. In addition, insignificant deficiencies may be included in this report or separately communicated in a letter to management. Such conditions when communicated in a separate letter to management should be referred to in the report on the internal controls.  A copy of the Management letter shall be included with the report sent to DECD.  The IPA should also include comments on the status of prior internal control structure findings noted in the prior IPA or DECD audit report.  The internal control report may be issued separately or combined with the report on compliance. (See Chapter 4, Example B for a sample of a combined report.)  You should also refer to the AICPA website (aicpa.org) for further explanation and possible updates of the reporting language. 
3. The auditor's report on compliance with applicable laws and regulations that may have a direct and material effect on the financial statements and on each DECD program. The report should identify and include all material instances of noncompliance. The findings should include an identification of all questioned costs as a result of noncompliance. In addition, the findings should contain adequate information necessary to facilitate the audit resolution process (i.e. size of the universe and corresponding dollar amount, size and dollar amount of the sample, and number and corresponding dollar amount of the instances of noncompliance). Findings should be presented in the Schedule of Findings and Questioned Costs (Example C).  Nonmaterial instances of noncompliance may be disclosed in the report on compliance or separately communicated in a letter to management. Such instances of noncompliance when communicated in a separate letter to management should be referred to in the report on compliance. A copy of the Management letter shall be included with the report sent to DECD.  The IPA should also include comments on the status of prior compliance findings noted in the prior IPA or DECD audit reports, or DECD management reviews.

   4.    Any illegal acts or indications of such acts that could result in criminal prosecution including all questioned costs found as a result of these acts that the IPA become aware of should be covered in a separate written report in accordance with the provisions of Government Auditing Standards. This report should be sent to the Department of Economic and Community Development. Illegal acts are to be reported on without regard to whether the condition giving rise to the questioned costs has been corrected or whether the auditee does or does not agree with the findings and questioned costs.

5.

A corrective action plan developed by the auditee, wherein the auditee officials describe the corrective actions taken or planned in response to the findings identified by the IPA. The plan should also include comments on the corrective actions taken on prior findings resulting from IPA or DECD audits (Example D). 

To meet the requirements of this audit guide, the IPA must include a statement in the reports on the financial statements and reports on internal controls and on compliance with laws and regulations based on an audit of the financial statements that the audit was conducted in accordance with the Audit Guide for Audits of DECD Programs.

Sample Auditor's Reports.  The example reports contained in this chapter (Examples A - D) are illustrations of auditor's reports on financial statements, combined report on internal controls and compliance, schedule of findings and recommendations, and the auditee's corrective action plan that may be issued in an audit in accordance with this guide.  These reports are not meant to be all-inclusive; IPA's should exercise professional judgement in tailoring their reports to the circumstances of individual audits. Guidance can be obtained in the AICPA Audit and Accounting Guide, Audits of State and Local Governmental Units, which illustrates sample auditor's reports to be issued in selected situations.  It contains examples illustrating the reports required under GAAS, Government Auditing Standards, and the Federal Single Audit Act (OMB Circular A‑133). The State of Connecticut Office of Policy and Management offer examples of reporting language when a State Single Audit report is issued.  Guidance can be found at http://www.ct.gov/opm/cwp/view.asp?a=2985&q=383096&opmNav_GID=1807.
The IPA should refer to Exhibit 4‑1 of this audit guide which illustrates the types of reports to be issued depending on the type of audit required.

B.   Financial Statements

The audit report shall include the financial statements and supplementary schedules listed in Exhibit 4‑2. The financial statements and supplementary schedules required will depend on the type of fund or contract and the status of the projects. If more than one fund and/or contract is involved, applicable financial statements are required for each; however, such statements may be presented on a combined statement by showing each fund and/or contract in a separate single column. In addition, a Schedule of Rehabilitation Program Expenditures, Rental Assistance Program Expenditures, Resident Services Coordinator Expenditures, and Congregate Subsidy Program Expenditures by line item must be presented as a supplementary schedule or included in the notes to the financial statements for those housing contracts that are accounted for in a housing administration fund. If a separate fund was established to account for those contracts, a separate Balance Sheet and Statement of Program Cost by line item must be presented as part of the basic financial statements.

The financial statements and supplementary schedules must be presented in the format referenced in Exhibit 4-2 to meet the requirements of this audit guide.

C.   Notes to the Financial Statements

In general, information that might affect the conclusions formed by users of the financial statements should be disclosed. Notes to the financial statements should inform the users of matters that may affect their interpretation of them, and may provide additional information that will facilitate their understanding and use of the statements. The Department of Economic and Community Development recommends that the following information be included in the notes to the financial statements:

1.
Summary of Organization and Significant Accounting Policies

(a)  Scope of Operations ‑ must state all the units administered by the auditee by funding source (State and Federal).

(b) Basis of Accounting and Financial Reporting ‑ should describe the basis of accounting used by the auditee to account for its funds. This note should also include a brief description of the basis of reporting used by the auditee for its financial statement presentation. A description of the various differences between the basis of accounting used by the auditee and generally accepted accounting principles (GAAP) should be included.

(b)  Revolving Fund ‑ should contain a brief description of the revolving fund if used by the auditee for payment of items chargeable to any or all projects of the auditee.

2.
Financial Reporting Entity ‑ should include a description of the type of legal entity the organization is formed as and the organization’s mission.  

3.  Deposits with Financial Institutions and Investments ‑ should disclose the amount of auditee deposits that are insured by Federal Depository Insurance or protected by collateral.

4. 
Analysis of Balance Sheet Accounts ‑ an analysis of the following accounts should be included in the notes:

(a)  Reserve Cash ‑ Savings and Investments 

(b)  Furniture and Equipment 

(c)  Long‑Term Debt 

(d)  Sundry Accounts Receivable 

(e)  Sundry Accounts Payable

5.  Lease Purchase Agreements ‑ should disclose the terms, original obligation, installment payments, and outstanding obligation for any lease purchase agreements outstanding.

6.
Compensated Absences ‑ should disclose the amount of the outstanding obligation related to vacation and sickness as of the latest Balance Sheet date.

7.
Capital Grant by the State of Connecticut ‑ Development Fund ‑ shall include a description of each active development fund (construction project) of the auditee. This note should include information regarding the following matters:

(a) Assistance/Loan Agreement

(b) Cooperative Agreement

(c) Architect's Contract

(d) Construction Contract

(e) Site

8.  Other DECD Financial Assistance Programs (Grant/Loan Contracts) ‑ should include a description of other DECD financial assistance programs such as Housing Rehabilitation (HR), Rental Assistance Program (RAP), Resident Services Coordinator Program (RSC), State Assisted Housing Sustainability Fund Program, Special Act Grants (SA), Manufacturing Assistance Act (MAA), Urban Act (UA) and Congregate Services Subsidy Programs (HS). The following information should be included in the description for each program:

(a)  Contract Number

(b)  Date of the Assistance/Loan Agreement 

(c)  Amount of Contract/Loan 

(d)  Contract Period 

(e)  Total Program Cost Incurred

(f)  Amount due to/ from DECD

(g)  Objective of the Program

9.  Contingent Liabilities and Litigation ‑ should disclose any contingent liabilities and pending litigation having at least a reasonable possibility of occurrence and a direct and material effect on the financial statements.

10.  Pension Plan ‑ should include a description and a summary of financial information related to the pension plan that the auditee's employees participate.

11.  Adjusting Journal Entries ‑ should disclose whether the audited financial statements include adjusting journal entries rendered by the IPA at the balance sheet date.  If the IPA renders adjusting journal entries, a copy of the entries should be included in the back of the audit report or accompany the audit report submitted.

12.  Related Party Transactions ‑ should disclose any transactions (e.g., receivables and payables) between the auditee and its officials and employees.

13.  Subsequent Events ‑ should disclose any events taking place after the Balance Sheet date having a direct and material effect on the financial statements.

The notes to the financial statements should include any other information required by accounting principles generally accepted in the United States of America and any other information that the IPA considers necessary to facilitate the interpretation and understanding of the auditee's financial statements and operations.


Exhibit 4-1

AUDIT REPORTING MATRIX AND SAMPLE REPORTS

Type of Audit Report  





Example Report
1.
Report on the Financial Statements and SupplementaI


Schedules







A

2.
Report on Internal Control over Financial Reporting and on


Compliance and Other Matters Based on an Audit of Financial 


Statements Performed in Accordance with 


Government Auditing Standards 




B

3.
Schedule of Findings and Questioned Costs



C

4.
Corrective Action Plan





D

5.
Report on Illegal Acts (issued only when illegal acts are detected)

6.   Financial Statements (Financial Statement Sample Formats are outlined in the Financial Statement Matrix located in Exhibit 4-2)

Note:  If a State and/or Federal Single Audit are required of an auditee, only the necessary reports as required by the respective laws should be included in the audit report.  No additional reports would be required by DECD.
· See the State Office of Policy and Management (OPM) Web Site for the State Single Audit requirements and Sample Audit Reports at http://www.ct.gov/opm/cwp/view.asp?a=2985&q=383096&opmNav_GID=1807.  
· You can obtain Federal Single Audit Guidance (OMB Circular A-133) at the Office of Management and Budget website http://www.whitehouse.gov/omb/circulars/index.html .

EXAMPLE A

UNQUALIFIED OPINION ON FINANCIAL STATEMENTS AND SUPPLEMENTAL INFORMATION

Independent Auditor's Report   (Note 1)
[Addressee]

We have audited the accompanying financial statements of the [the Entity with respect to State Programs], as of December 31, 20xx, and for the year then ended, as listed in the table of contents.  These financial statements are the responsibility of the [the Entity's] management.  Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit 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 requirements of the Audit Guide for Audits of DECD Program.  Those standards and requirements require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement.  An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.  An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation.  We believe that our audit provides a reasonable basis for our opinion.

As discussed in note 1 to the financial statements, these financial statements were prepared in conformity with the accounting practices prescribed or permitted by the State of Connecticut Department of Economic and Community Development, which is a comprehensive basis of accounting other than accounting principles generally accepted in the United States of America.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of the [the Entity with respect to State Programs], as of December 31, 20xx, and the results of its operations and changes in retained earnings for the year then ended, on the basis of accounting prescribed by DECD.

In accordance with Government Auditing Standards, we have also issued a report dated [date of report] on our consideration of [the Entity's with respect to State Programs] internal control over financial reporting and our tests of its compliance with certain provisions of laws, regulations, contracts and grant agreements and other matters.  The purpose of that report is to describe the scope of our testing of internal control over financial reporting and compliance and the results of that testing and not to provide an opinion on the internal control over financial reporting or on compliance.  That report is an integral part of an audit performed in accordance with Government Auditing Standards and should be considered in conjunction with this report in considering the results of our audit.

Our audit was conducted for the purpose of forming an opinion on the financial statements of [the Entity with respect to State Programs] taken as a whole.  The accompanying schedule(s) as listed in the table of contents are presented for purposes of additional analysis as required by DECD and are not a required part of the financial statements.  The information in these schedule(s) have been subjected to the auditing procedures applied in the audit of the financial statements and, in our opinion, are fairly stated in all material respects in relation to the financial statements taken as a whole.

This report is intended for the information of the Board of Directors/Commissioners, management, and the State of Connecticut Department of Economic and Community Development.  

[Signature]

[Date]

Note 1 – Refer to the AICPA website (aicpa.org) for further explanation and possible updates of this report.


EXAMPLE B

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS  

[No material weaknesses, no significant deficiencies identified, no reportable instances of noncompliance or other matters noted] (Note 1)
[Addressee]

We have audited the financial statements of [the Entity with respect to State Programs] as of and for the year ended December 31, 20xx, and have issued our report thereon dated [date of report].  We conducted our audit 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 requirements of the Audit Guide for Audits of DECD Programs. 

Internal Control over Financial Reporting
In planning and performing our audit, we considered the [the Entity's with respect to State Programs] internal control over financial reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the [name of entity]’s internal control over financial reporting.  Accordingly, we do not express an opinion on the effectiveness of the [name of entity]’s internal control over financial reporting.

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 misstatements on a timely basis.  A significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the [name of entity]’s ability to initiate, authorize, record, process, or report financial data reliably in accordance with generally accepted accounting principles such that there is more than a remote likelihood that a misstatement of the [name of entity]’s financial statements that is more than inconsequential will not be prevented or detected by the [name of entity]’s internal control.
A material weakness is a significant deficiency or combination of significant deficiencies, that results in more than a remote likelihood that a material misstatement of the financial statements will not be prevented or detected by the [name of entity]’s internal control.  
Our consideration of internal control over financial reporting was for the limited purpose described in the first paragraph of this section and would not necessarily identify all deficiencies in the internal control that might be significant deficiencies or material weaknesses. We did not identify any deficiencies in internal control over financial reporting that we consider to be material weaknesses, as defined above. 

Compliance and Other Matters
As part of obtaining reasonable assurance about whether the [the Entity's with respect to State Program]’s financial statements are free of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct and material effect on the determination of financial statement amounts.  However, providing an opinion on compliance with those provisions was not an objective of our audit and, accordingly, we do not express such an opinion.  The results of our tests disclosed no instances of noncompliance or other matters that are required to be reported under Government Auditing Standards. 
We noted certain matters that we reported to management of [name of entity] in a separate letter dated March 15, 20xx.         
This report is intended for the information of the Board of Directors/Commissioners, management, and the State of Connecticut Department of Economic and Community Development and is not intended to be and should not be used by anyone other than these specified parties.  

[Signature]

[Date]

Note 1 – Refer to the AICPA website (aicpa.org) for further explanation and possible updates of this report.  Also refer to the AICPA website for sample reports when significant deficiencies, reportable instances of noncompliance, and other matters indentified are discovered.

EXAMPLE C

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

When the IPA identifies a finding, this schedule must include the following information for each finding, where applicable: (a) the size and corresponding dollar value of the population, (b) the size and dollar value of the sample tested, and (c) the size and dollar value of the instances of noncompliance.

In addition, Government Auditing Standards states that to the extent possible, in presenting audit findings such as deficiencies in internal control, auditors should develop the elements of criteria, condition, cause, and effect to assist management or oversight officials of the audited entity in understanding the need for taking corrective action.  Following is guidance for reporting on elements of findings.

· Criteria – The criteria or specific requirement upon which the audit finding is based, including statutory, regulatory, or other citation. 
· Condition – The condition found, including facts that support the deficiency identified in the audit finding.  The nature of the deficiencies, e.g., a regulation not being followed, a control procedure not followed or one that is inadequate.

· Cause – The reason or apparent reason that the condition or situation occurred.  Why the condition exists, e.g., the auditee was unaware of the regulation or internal control was not a high priority of the auditee

· Effect – The possible asserted effect to provide sufficient information to the auditee and State agency, or pass-through entity in the case of a subrecipient, to permit them to determine that cause and effect to facilitate prompt and proper corrective action.

· Questioned Cost – If applicable, identification of questioned costs and how they were computed.

· Recommendation – Recommendations to prevent future occurrences of the deficiency identified in the audit finding.  What the auditee should do to correct the condition, normally addresses the cause, e.g., develop procedures to implement regulation or follow established procedures.

· Views of Responsible Officials and Planned Corrective Actions (Note 1) – The organization should detail actions taken or planned to correct deficiencies identified in the report.  Appropriate documentation should be submitted for actions taken.  For planned actions, organization should provide projected dates for completion of major tasks.  Officials responsible for completing the proposed actions should also be identified.  If the organization believes a corrective action is not required, a statement describing the reasons should be included.  

The IPA should attempt to identify the criteria, condition, cause, effect, questioned cost, recommendation, and views of responsible officials and planned corrective action to provide sufficient information to DECD officials and to permit timely and proper corrective action. These findings may also serve as a basis for DECD to conduct additional audit work. As part of the finding, the IPA is required to make a recommendation for corrective action to the auditee. The IPA is also required to include the auditee's summary comments on the findings and recommendations in this schedule or as a separate Corrective Action Plan (See Example D). The IPA should also include comments on the status of prior internal control structure and compliance findings noted in the prior IPA or DECD audit report. 
Note 1 – The auditor should report management views and planned corrective actions for the findings identified in the Schedule of Findings and Questioned Costs.  Alternatively, depending on the status of the development of the corrective action plan at the time the auditor’s reports are released, the auditor may be able to refer to the Corrective Action Plan as the required presentation of the auditee’s views and planned corrective actions.  See Example D for a sample separate presentation of a corrective action plan.
EXAMPLE D

CORRECTIVE ACTION PLAN

The following is a recommended format to be followed by auditee’s for submitting a corrective action plan to correct an audit finding or questioned cost.  The corrective action plan should be on the auditee’s letterhead and addressed to each State agency that was affected. 
[AUDITEE’S LETTERHEAD]
CORRECTIVE ACTION PLAN

Department of Economic and Community Development

505 Hudson Street

Hartford, CT 06106

Attention: Send to the DECD Program Office which provided the State Grant/Loan 
(Auditee) respectfully submits the following corrective action plan for the audit period ended (Date).  The audit was performed by (name of independent accounting firm).

Section I ‑ Internal Control Structure Review

A. Comments on Findings and Recommendations

The auditee should provide a statement of concurrence or non-concurrence with the findings and recommendations. If the auditee does not agree with a finding, the auditee should provide specific information to support its position.  If the information is voluminous, an appendix may be attached to the submission.

B. Actions Taken or Planned

The auditee should detail actions taken or planned to correct deficiencies identified in the report. Appropriate documentation should be submitted for actions taken. For planned actions, the auditee should provide projected date for completion of major tasks. Auditee officials responsible for completing the proposed actions should also be identified. If the auditee believes a corrective action is not required, a statement describing the reason should be included.

C. Status of Corrective Actions on Prior Findings

The auditee must comment on all prior findings whether or not corrective actions have been completed.  The auditee should provide a report on the status of corrective actions taken on prior findings that remain open.  An update should be included on dates for completion of major tasks and responsible officials for any actions not completed. In addition, documentation should be submitted for any actions that the auditee considers completed.

Section II ‑ Compliance Review

A.
Comments on Findings and Recommendations

(See Section I.A. above.)
B.
Actions Taken or Planned


(See Section I.B. above.)

C.
Status of Corrective Actions on Prior Findings


(See Section I.C. above.)

Section III – Questioned Costs
1. For each questioned cost, the auditee should identify the amount by state financial assistance or award program and the program period.

2. If the auditee believes a questioned cost is an allowable cost, a statement providing reasons for the auditee’s position should be included.

3. If the auditee is questioned because the auditee failed to provide the auditors with documentation supporting the allowability of the questioned cost, and documentation subsequently becomes available, the auditee should provide such documentation as part of the submission of the corrective action plan.  The auditee should describe how the records document the allowability of the cost.

4. If the auditee determines that the questioned costs are unallowable or that the charges cannot be supported, the auditee should provide a statement to that effect and remit payment for the unallowable or unsupported costs with the corrective action plan.
If the Department of Economic and Community Development has any questions regarding the Corrective Action Plan, please contact (Name) at (Telephone).

Sincerely yours,

[Name}

[Title]

pROGRAM
pAGE

31Community Housing Development Corporation

Congregate Service Subsidy
33
Flexible Housing and Community Development
36
Historic Assets
38
HOME Investment Partnership Administration Fund Program
40
Housing Administration Fund Program
42
Housing and Community Development
46
Housing Assistance and Counseling
48
Housing Development Fund Program
50
Housing Rehabilitation Program
52
Housing Trust Fund Program
55
Infrastructure
56
Land Bank / Land Trust Program
57
Limited Equity Cooperatives -- Development Fund
59
Limited Equity Cooperative/Mutual Housing Administration Fund Program
61
Manufacturing Assistance Act (Municipal Development Projects/Business Development Projects)
63
Mutual Housing Program -- Development Fund
65
Payment-In-Lieu-Of-Taxes (Pilot)
67
Predevelopment Cost
68
Private Rental Investment and Mortgage Equity (PRIME)
69
Regional Economic Development Projects
70
Rental Assistance Program
72
Resident Services Coordinator
74
Small Town Economic Assistance Program (STEAP)
75
Special Contaminated Property Remediation and Insurance Fund (SCPRIF)
77
Special Act Grants
79
State-assisted housing sustainabiilty fund
51
Tax Abatement Program
82
Urban Action Bonds
83
Urban Homesteading
85



I. PROGRAM OBJECTIVES TC "Community Housing Development Corporation" \f C \l "1" 
The objective of the Community Housing Development Corporation (“CHDC”) program is to provide funds to eligible developers to undertake the construction or rehabilitation of either owner-occupied or multi-family housing.  A qualified eligible developer can receive an interest-free loan from the Department of Economic and Community Development (“DECD”) which can be used in one of two ways, or a combination of both:

(1) The developer can use the loan to establish a 

Loan Fund to undertake new construction or rehabilitate existing housing structures for low and moderate income homeowners or private owners or corporations who agree to rent the housing units only to low and moderate income persons or families; or

(2) The developer can use these funds to make 

rehabilitation or renovation loans to low and moderate-income homeowners or to the owners of low and moderate income rental housing units.

Funds are also available as seed money which provides a developer with advance funds necessary to develop housing affordable to low and moderate income families.  Advances are made solely for expenses which are recoverable in the permanent mortgage.

A qualified non-profit corporation can receive a grant for use in establishing grants, loans, or deferred loans to households for handicapped accessibility modifications.  (Section 8-218, CGS)

A qualified non-profit corporation can receive a grant for use in providing grants for adaptability. (Section 8-218, CGS)

Provide a grant-in-aid to Local Initiatives Support Corporation chartered as a state-wide HDC, for capacity building, technical assistance, and predevelopment activities.  (Section 8-218, CGS)

II. PROGRAM PROCEDURES

The program contracts for services related to the rehabilitation and construction of housing for low and moderate-income persons or families.  Funds are made available to Community Housing Development Corporations (“CHDCs”) which are organized for the purpose of developing low and moderate income housing upon approval by the DECD of the CHDC’s application for funding or to eligible developers as defined in Sec. 8-39, CGS.

III. COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES

A. Types of Services Allowed or Disallowed

Compliance Requirements

   Services allowed include:

(1) Any repairs or rehabilitation work performed on an eligible structure, which is necessary to bring a unit up to a decent, safe, and sanitary level, or to make a unit accessible to a handicapped or developmentally disabled person, or which is necessary to bring a major building system which is in danger of failure, into good repair.

(2) Expenses for additions for handicapped accessibility and adaptability modifications.

(3) Repairs or rehabilitation necessary to bring ground floor commercial space to a decent, safe, and sanitary condition may be an eligible expense at the discretion of the Commissioner of the Department of Economic and Community Development (“DECD”)

(4) Local Initiative Support Corporation (LISC) services.

Services disallowed include expenses for redecoration, additions, or refurnishing.

(Section 8-218, CGS)

 Suggested Audit Procedures

(1) Review the Assistance Agreement and Project Financing Plan and Budget to determine the costs allowed under the program.
(2) Test financial records and reports by examining supporting information to determine whether costs are allowed under the grant award.

B. Eligibility

Compliance Requirements

(1) Owners of buildings located within an approved target area and which contain at least one unit occupied by a person of low and moderate income.

(2) Units which are occupied by persons other than low-income persons are not eligible for assistance under the program unless such unit is occupied by a person who is handicapped or developmentally disabled.

(3) Grants for handicapped access only to eligible income limit households and grants/loans to handicapped tenants must have landlord authorization.

(4) Eligible developers.

(Section 8-218, CGS) 

Suggested Audit Procedures

(1) Review the procedures used to determine eligibility and evaluate for adequacy.

(2) Examine related records and determine whether units are occupied by low and moderate-income persons or persons who are handicapped or developmentally disabled, and whether the landlord has approved the tenant application.

C. Matching, Level-of-Effort, and/or        

Earmarking Requirements

Compliance Requirements

(1) Public and private cooperation projects require a private sector match equal to or greater than the amount of the proposed grant or loan.  (Section 8-218a, CGS)

(2) There are no matching, level-of-effort, or earmarking requirements for the CHDC program.  (Section 8-218, CGS)

Suggested Audit Procedures

(1) Examine Assistance Agreement and Project Financing Plan and Budget to determine matching share requirement.

(2) Determine the total expenditures of the program.

(3) Examine receipts and disbursements to determine that the appropriate matching funds have been made by the grantee.

D. Special Reporting Requirements

Compliance Requirements

Corporations must submit Quarterly Financial Statements (E-23 and E-24) to the DECD.

(Section 8-218, CGS)

Suggested Audit Procedures

(1) Obtain copies of submitted reports and review for completeness and submission by required dates.

(2) Trace data in selected reports to supporting documentation.

E. Special Tests and Provisions

Compliance Requirement

The cost for repair of building wide systems should be prorated among the units occupied by low and moderate-income persons and those which are not so occupied.

Suggested Audit Procedures

Review the expenditures and related records and ascertain that the percentage charged to the low and moderate-income units is acceptable.

I. PROGRAM OBJECTIVES TC "Congregate Service Subsidy" \f C \l "1" 
To provide financial assistance in the form of a congregate subsidy grant to assist in the payment of rent and to provide congregate support services which are necessary to enable semi-independent living in a residential setting for frail elderly.  These services include one main meal a day, housekeeping services, personal care services to assist in the delivery and enhancement of daily living activities, and a 24 hour emergency service.  Personal care services to assist in delivery and enhancement of daily living activities are available to residents based on an individual evaluation and assessment of need.  Provided services may be subsidized in whole or in part through DSS or DECD. Based on their financial circumstances, residents may also contribute towards the cost of personal care services.

II. PROGRAM PROCEDURES

Any Housing Authority, nonprofit organization, or private developer which operates a congregate housing facility may apply and contract for a congregate subsidy grant.  The grant will provide a rental assistance payments component, a congregate core services component, an expanded cored services component and an assisted living services component.  The rental assistance component will assist residents paying in excess of thirty percent of their adjusted gross income toward base rent and utilities.  The congregate core services component will offset the costs of congregate services not paid for by the tenants.  Tenants will be required to pay an amount toward congregate services costs, based on their net income after allowances, in accordance with a formula approved by the Commissioner of DECD.  The expanded core services component will be funded entirely with grant funds for the purpose of hiring a Resident Services Coordinator, and providing wellness/preventive programs along with emergency transportation for residents.  The costs attributable to this component cannot exceed the amounts budgeted by each line item.  The assisted living component is either funded in whole or in part by either DSS or DECD.  An assessment of the tenant is conducted to determine the level of services required.  Tenants may be required to pay a portion of their assisted living services based on their income/assets in accordance with a formula approved by the DSS and DECD.  Congregate and assisted living services charges, together with any available congregate subsidy grant or other available income, shall generate sufficient income to meet the costs of the congregate services components.

III. COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES

A. Types Of Services Allowed Or Disallowed

Compliance Requirements

Funds may be expended by the auditee for specific purposes and amounts as authorized in the approved congregate services management plan (budget) and Certification and Tenant Rent Roll.  Funds expended may not exceed the approved level by each category and/or line item:  Rental Assistance Payments, Congregate Core Services, Resident Services Coordinator, Wellness/Preventive Program, Emergency Transportation and Assisted Living Services. 

(Regulations, Section 119g-10)

Suggested Audit Procedures

(1) Obtain the approved Congregate Services Management Plan and Budget and review for authorized purposes and amounts.

(2) Test expenditures and related records and compare to the authorized purposes and amounts.

B. Eligibility

Compliance Requirements
The auditee is required to accept applications for admission to the projects, determine whether the applicants are initially eligible, and recertify (for continued occupancy) tenants’ family income, composition, and contribution to rent, congregate services and assisted living services.

Suggested Audit Procedures

(1) Review the auditee’s procedures for:  accepting and reviewing applications, determining tenant eligibility for occupancy, and prescribing unit sizes and evaluate for adequacy.  (Refer to tenant selection policy)

(2) Review selected applicant files and determine adherence to prescribed procedures.

(3) Review the auditee’s procedures for recertifying tenant eligibility and calculating rent and evaluate for adequacy, (i.e., verification of income and expenses, computation of rent, 30 day notice to tenants of rental increase, date rental increase effective.)

(4) Review selected tenant calculation/recertification forms (K-16 Rev-6/94) for completeness; trace data to supporting documentation.

Compliance Requirements


The auditee is required to conduct an assessment (using DSS Form W-1510 “Plan of Care” or something similar) to determine if a resident requires assisted living services and at which level services need to be provided.

Suggested Audit Procedures


Review “Assessment Form” for completeness and determine that level of services provided from service provider invoice billings agrees with services to be provided from “Assessment Form”.

C. Matching, Level-of-Effort, and/or Earmarking Requirements

There are no matching, level-of-effort, or earmarking requirements.

D. Special Reporting Requirements

Compliance Requirements

(1)
The following financial reports must be submitted within 30 days after the end of each quarter for this program:

· Balance Sheet

· Operating Statement 

· Statement of Retained Earnings

· Summary of Charges to Retained Earnings Appropriated for Repairs, Maintenance and Replacements

· Operating Statement-Congregate Services

· Operating Statement-Congregate Services Supplemental Information Program Costs

(2)  A Congregate Services Management Plan (Budget) and Certification and Tenant Rent Roll must be submitted annually.

(3) Quarterly narrative reports must be submitted.

(4) Monthly ALSA reports for entities participating in the Assisted Living Services component must be submitted.

(Regulations, Section 8-119g-11)

Suggested Audit Procedures

(1) Obtain copies of submitted reports and review for completeness and submission by required dates.

(2) Trace data in selected reports to supporting documentation (i.e., worksheets, ledgers, etc.) for agreement.

Compliance Requirements

All entities are required to submit a reconciliation of expenditures by contract to the amount reported in the State Single Audit Schedule of State Financial Assistance.  The reconciliation should be filed at the same time as the audit report.

Suggested Audit Procedures


Obtain reconciliation of expenditures by contract.

· Trace the amounts reported in the reconciliation of expenditures by contract to the accounting records that support the financial statements for each contract and the schedule of expenditures of state awards.

· Verify agreement or perform alternative procedures to verify the accuracy and completeness of the reports and that they agree with the accounting records.

E. Special Tests and Provisions

Compliance Requirements
(1) The operating income and expenses (Administration Fund) and congregate services income and expenses (Congregate Subsidy) must be separately accounted for in order to permit the preparation of a DECD Certificate of Approved Program Cost and State Funding on the Congregate Services Subsidy Program.

(2) The amounts for the Rental Assistance component must be separately accounted for through the Administration Fund in order to permit the preparation of a DECD Certificate of Approved Program Cost and State Funding.

Suggested Audit Procedures

(1) Test financial records and determine that the amounts considered as operating income and expenses and the amounts considered as income and expenditures for congregate services are proper.

(2) Test financial records and determine that the amounts recorded as Rental Assistance Payments are proper.

Compliance Requirements


The auditee must accurately account for any interest income generated from the use of state Congregate Subsidy Funds, and return the interest to the state (Department of Economic and Community Development) upon demand.  

Suggested Audit Procedures

(1) Review the financial records and determine the amount of interest income, if any, generated by state Congregate Subsidy Funds.

(2) Review the financial records to determine if interest income has been returned to the state (Department of Economic and Community Development), if applicable.  If not, has an amount payable to the state (“DECD”) been properly recorded?

Compliance Requirements


The auditee must follow proper bidding procedures for expenditures in excess of $100,000 or in an amount amended by Statute.  (Section 8-44(b), CGS, sets the bidding thresholds.)

Suggested Audit Procedures

Test financial records and determine adherence to bidding procedures.

I.  TC "Flexible Housing and Community Development" \f C \l "1" PROGRAM OBJECTIVES

The objective of the Flexible Housing and Community Development program (“Flex”) is to provide funds to eligible applicants to undertake projects designed for the purpose of providing affordable housing to residents throughout the state.

(Section 8-37pp, CGS)

II.  
PROGRAM PROCEDURES

The state contracts with and provides bond funds to non-profit organizations, municipalities, housing authorities, and businesses, corporations or partnerships whose purpose includes construction, acquisition, rehabilitation or operation of affordable housing for projects and activities that provide affordable housing, including acquisition, construction, rehabilitation, repair and maintenance of residential and mixed-use structures and other development activity related to the maintenance, creation or expansion of affordable housing.

III. COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES

A. Types of Services Allowed or Disallowed

Compliance Requirements

Services allowed are specified in the grantee’s Assistance Agreement and Project Financing Plan and Budget with DECD.

Suggested Audit Procedures

(1) Obtain the approved Assistance Agreement and Program Financing Plan and Budget and review for authorized purposes and amounts.

(2) Test expenditures and related records and compare to authorized purposes and amounts, being particularly alert to costs improperly charged to the Flexible Housing Program.

B. Eligibility

The auditor is not expected to test for eligibility.

C. Matching, Level-of-Effort, and/or Earmarking Requirements

Compliance Requirements 

The amount of applicant participation is determined by project.  The Agreement concerning Loan/Grant Advances and/or Assistance Agreement will identify if there is a matching share.  It can be a specific amount or a percentage of costs.

Suggested Audit Procedures

(1) Review the Agreement Concerning Loan/Grant Advances (if applicable) and the Assistance Agreement and Program Financing Plan and Budget and ascertain if the auditee is required to contribute toward the Flexible Housing project.

(2) Review the financial records and ascertain that the amount paid with auditee funds has been properly recorded.

D. Special Reporting Requirements

Compliance Requirements

Programmatic and financial reports may be required under the Assistance Agreement.  DECD requires Quarterly Development Compliance Reports from grantees within 30 days after March 30th, June 30th, September 30th, and December 31st.

Suggested Audit Procedures

(1) Sample programmatic and financial reports of each program and review for completeness and submission by required dates.  

(2) Trace data from financial statements to the supporting documentation (i.e., worksheets, ledger, etc.) for agreement.

Compliance Requirements
All entities are required to submit a reconciliation of expenditures by contract to the amount reported in the State Single Audit Schedule of State Financial Assistance.  The reconciliation should be filed at the same time as the audit report.

Suggested Audit Procedures

Obtain reconciliation of expenditures by contract.

· Trace the amounts reported in the reconciliation of expenditures by contract to the accounting records that support the financial statements for each contract and the schedule of expenditures of state awards.

· Verify agreement or perform alternative procedures to verify the accuracy and completeness of the reports and that they agree with the accounting records.

E. Special Test and Provisions

There are no special tests or provisions for the auditor to perform.

I. PROGRAM OBJECTIVES TC "Historic Assets" \f C \l "1" 
The purpose of the Historic Assets Grant Fund programs is to contribute to the state’s overall historic preservation plan.  It encourages quality tourism by supporting the installation or restoration of supportive improvements to historical assets.  Historical assets refers to any building, structure, object, or site that is significant in American history, architecture, archeology, or culture, or property used in connection therewith.  Supportive improvements may include, but shall not be limited to, parking lots, office space, sanitary facilities, utilities necessary to make a building functional, information booths, provisions for the handicapped, improvements necessary to bring such asset into conformance with local ordinances, or any other improvements necessary to return the property to a state or utility provided that any such supportive improvement shall not alter, destroy, or detract from the distinctive historical, aesthetic, archaeological, architectural, cultural, or stylistic qualities or characteristics of the historic asset or its environment.

(Section 32-6a, CGS)

II. PROGRAM PROCEDURES

The state contracts with municipalities and not-for-profit organizations for the installation or restoration of supportive improvements to historical assets.  The grant is awarded to the grantee out of state bond appropriations.

III. COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES

A. Types of Services Allowed or Disallowed

Compliance Requirements


The grantee’s Assistance Agreement specifies the allowed and disallowed services.

(Section 32-1c, CGS) and (Regulations, Section 32-6a-8)

Suggested Audit Procedures

(1) Review the grantee’s Assistance Agreement.

(2) Test expenditures and related records to ensure that costs are allowed.

B. Eligibility

The auditor is not expected to test for eligibility.

C. Matching, Level-of-Effort, and/or Earmarking Requirements

Compliance Requirements

The Assistance Agreement may include a matching requirement.

(Regulations, Section 32-6a-8)

Suggested Audit Procedures

(1) Review the Assistance Agreement and determine whether a match is required.

(2) If required, test expenditure and related records to verify that the required matching contributions were met.

D. Special Reporting Requirements

Compliance Requirements

Programmatic and financial reports may be required under the Assistance Agreement.

(Regulations, Section 32-6a-8)

Suggested Audit Procedures

(1) Review the Assistance Agreement and determine whether reports are required.

(2) If required:

· Obtain copies of submitted reports and review for completeness and submission by required dates.

· Trace data in selected reports to supporting schedules for agreement.

E. Special Test and Provisions

There are no special tests or provisions for the auditor to perform.

I.  TC "HOME Investment Partnership Administration Fund Program" \f C \l "1" PROGRAM OBJECTIVES

The objectives of the HOME Investment Partnership Administration Fund are to provide decent and affordable housing for low and very low-income families for a specified period beginning after project completion (See Restrictive Covenant).  The affordability requirements apply without regard to the term of any loan or mortgage or the transfer of ownership.

II. PROGRAM PROCEDURES

Housing projects funded with federal HOME funds and /or state DECD funds are required to comply with certain ongoing requirements identified by HUD and/or DECD during the affordability period (i.e., the period for which the owner/manager must maintain subsidized housing).  The auditor should use the DECD Administration Fund compliance supplement for the DECD program the project was funded from (i.e. Moderate Rental, Limited Equity Cooperative, etc.) along with this compliance supplement.  The more stringent compliance requirement must be followed in the case of any conflicts.

III. COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES

A. Types Of Services Allowed Or Unallowed

Not applicable.

B.  Eligibility

Compliance Requirement 

 HOME-assisted units in a rental housing project must be occupied only by households that are eligible as low-income families and must meet certain limits on the rents that can be charged.  The maximum HOME rents are the lesser of: the fair market rent for comparable units in the area, as established by HUD under 24 CFR section 888.111, or a rent that does not exceed 30 percent of the adjusted income of a family whose annual income equals 65 percent of the median income for the area as determined by HUD with adjustments for the number of bedroom units.  In rental projects with five or more units there are additional rent limitations.  Twenty (20) percent of the HOME-assisted units must be occupied by very low-income families and meet one of the following rent requirements:  (1) the rent does not exceed 30 percent of the annual income of a family whose income equals 50 percent of the median income for the area, as determined by HUD, with adjustments for larger or smaller families: or (2) the rent does not exceed 30 percent of the families adjusted income (24 CFR section 92.252).

Suggested Audit Procedures

Select a sample of tenant files for review and verify that the tenant rents were properly calculated on the tenant calculation forms, did not exceed the rent limitations described above, are supported by documentation, and that an annual recertification is done.

C. Matching, Level-Of-Effort, And/Or Earmarking Requirements

Not applicable.

D. Special Reporting Requirements

Compliance Requirement  

Year-end financial reports must be submitted to DECD.

Suggested Audit Procedures

· Obtain copies of submitted reports and review for completeness and submission by required dates.

· Trace data in selected reports to supporting documents.

E. Special Tests And Provisions

1. Housing Quality Standards

Compliance Requirement 

 The owner/manager must perform housing quality inspections at the time of initial occupancy and at least annually thereafter to assure that the units are safe, decent, and sanitary (24 CFR section 982.401).

Suggested Audit Procedures

· Verify through a review of documentation that the owner/manager identifies those units on which housing quality inspections are due.

· Verify through a review of documentation that the owner/manager performs inspections of units and that any needed repairs are completed timely.

2. Tenant Utility Allowances

Compliance Requirement - The State DECD must approve maximum monthly allowances for utilities and services (excluding telephone and Cable TV)

(24 CFR section 92.252).

Suggested Audit Procedures

· Select a sample of units with tenant utility allowances and their related tenant files for review.

· Verify that the tenant utility allowances are properly established and were applied to tenants correctly.

3. Affirmative Marketing and Tenant Selection

Compliance Requirement 

Housing assisted with HOME funds must be affirmatively marketed in accordance with 24 CFR 92.351, if applicable.  The owner/manager must comply with the Affirmative Marketing Requirements, as set forth by the Commissioner of DECD.

Suggested Audit Procedures

· Obtain a copy of the owner's approved Affirmative Marketing Plan, if applicable, (projects with 5 or more HOME-assisted units).

· Inquire of the owner/manager as to policies and procedures relating to: marketing of the units; processing, approving and rejecting applications; and providing reasonable accommodation to applicants and tenants with disabilities in accordance with the requirements of applicable federal civil rights laws.

· Test whether procedures were placed in operation as established by management through inquiry and examination of documentary evidence.

· Review a sample of correspondence files for applications rejected, including documented reasons for valid rejections, or tenants evicted and legal invoices for any evidence of litigation or potential litigation related to discriminatory rental practices.

· Determine that the HUD-approved Equal Housing Opportunity logo, slogan or statement is displayed in marketing materials and that the Fair Housing Policy statement, ADA policy, and Fair Housing posters are conspicuously displayed at the project location and project management office.

I.  TC "Housing Administration Fund Program" \f C \l "1" PROGRAM OBJECTIVES

The objective of the Housing – Administration Fund Program is to provide decent, safe, and sanitary Housing and related facilities for eligible low/moderate income families and/or for the elderly through and authorized public housing authority, nonprofit agency, and private developer ("auditee").

II. PROGRAM PROCEDURES

The auditee shall manage the project in an efficient manner so that the rents can be fixed at the lowest possible level.  The rental charges together with other available income shall generate sufficient income to meet the costs of project operations.  The Department of Economic and Community Development will provide financial assistance to auditees on the basis of need to finance rehabilitation of the housing units, provide rental assistance and congregate subsidies to eligible tenants.  (Section 8-40, CGS)

III. COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES

A. Types Of Services Allowed Or Unallowed

Compliance Requirement 

Funds may be expended by the auditee for specific purposes and amounts as authorized in the approved State Management Plan (Budget) (L-208) and in accordance with the Housing Manual for the Management of State Financed Housing.  (Sec. 8-115a(Eld.), R-Sec. 8-79a-11 (MR), R-Sec. 8-119g-10(Cong.) R-Sec. 8-119jj(Aff.))

Suggested Audit Procedures

(1) Obtain the approved Management Plan (Budget) and review for authorized purposes and amounts as well as any terms and conditions specified in the Management Plan.

(2) Obtain and review the Housing Manual for the Management of State Financed Housing for allowable costs and management principles.

(3) Test expenditures and related records and compare to authorized purposes and amounts.

B. Eligibility

1. Fair Housing, Non-Discrimination and Applicant Eligibility

Compliance Requirements 

Management and owners of all state funded housing projects are subject to the requirements of Title VIII of the Civil Rights Act of 1968, as amended, and to the Department of Economic and Community Development Fair Housing Regulations and Manual.  Management and owners are prohibited from discriminatory practices in accepting applications, tenant selection, renting/selling and designation of units of a project and are required to promote racial and economic integration.

Additionally, management and owners are required to comply with the requirements of their DECD-approved Affirmative Fair Housing Marketing Plan. The Plan outlines the marketing strategies the owner must use to attract persons identified as least likely to apply because of such factors as racial and ethnic composition of the neighborhood in which the project is located.  Managers and owners of State funded projects are required to target 20% of the units to persons identified in the Plan as least likely to apply. (Section 8-37ee-1 through 8-37ee-17 and 8-37ee-300 through 8-37ee-314 CGS)

Suggested Audit Procedures

(1) Obtain a copy of the auditee's DECD approved Affirmative Fair Housing Marketing Plan.

(2) Inquire of the owner as to policies and procedures relating to: marketing of the units; processing, approving and rejecting applications; and method of placing applicants on waiting list.

(3) Review selected applicant files and determine that the family met the income eligibility guidelines (80% of HUD area median income (Low Income) for Elderly, Congregate and Moderate Rental projects and 50% of HUD area median income (Very Low Income) for Affordable Projects), and determine if placement on waiting list is in accordance with the Affirmative Fair Housing Marketing and Selection Procedures Manual.

(4) Determine that the HUD-approved Equal Opportunity logo, slogan or statement is displayed in marketing materials and that the Fair Housing Policy statement and Fair Housing poster(s) are conspicuously displayed at the project location and project management office.


2. Recertification and Continued Occupancy

Compliance Requirements 

The auditee is required to recertify (for continued occupancy) family income, composition, and contribution to rent.  Recertification must be done annually for Moderate Rental, Affordable, Congregate, and RAP recipients and at least biennially for Elderly Projects.  If the family is required to pay any of its own utilities, the rent is reduced by a utility allowance. (Sec. 8-115a(d) (Eld), R-Sec. 8-79a-12-14 (MR), R-Sec. 8-119g-4 (Cong.), R-Sec.8-119jj(Aff.))

Suggested Audit Procedures

(1) Review the auditee’s procedures for recertifying tenant eligibility (continued occupancy requirements) and calculating rent and evaluate for adequacy. (i.e., Verification of income and expenses, computation of rent, 30 day notice to tenants of rental increase, date rental increase effective.)

(2) Review selected tenant calculation/recertification forms for completeness; trace data to supporting documentation.

(3) Verify that the auditee established and currently maintains a Rent Roll or similar type of document to record information on total rent, tenant rental payments, and rental assistance payments.  This document is used to control the recording of rental income and the requisitioning of rental assistance payments.

C. Matching, Level Effort And/Or Earmarking Requirements

There are no matching, level of effort, or earmarking requirements.

D. Reporting Requirements

Compliance Requirement 

At least once a year an annual report must be prepared by a Housing Authority and filed with the town/city clerk describing.

(1) Activities for the preceding year,

(2) Recommendations with reference to additional legislation or other action in order to carry out the purposes of Chapter 128, if applicable.  (Sec. 8-63 (Eld., MR, Cong., Aff.))

Suggested Audit Procedure

(1) Review copies of the report and determine that it was filed with the Town Clerk.

Compliance Requirement

The following financial reports must be submitted within 30 days after the end of each quarter for the State financed projects:  (Sec. 8-115a(Eld.), R-Sec. 8-79a18(MR), R-Sec. 8-119g-6(Cong.), R-Sec. 8-119jj(Aff.))

Administration Funds

· Balance Sheet (L-203)

· Statement of Program Cost (L-117), if applicable

· Operating Statement (L-204)

· Operating Statement -Congregate Services (L-215),  if applicable

· Analysis of Retained Earnings (L-214)

· Summary of Charges to Retained Earnings (L-224) 

Suggested Audit Procedures

(1) Review the procedures for preparing the financial reports and evaluate for adequacy.

(2) Sample financial reports for each program and review for completeness and timeliness of submission.

(3) Trace data from financial statement to the supporting documentation (i.e., general ledger, worksheets, etc.).

Compliance Requirement

A Management Plan (Budget) (B-208) must be submitted annually for each State project.  (Sec. 8-115a (Eld.), Sec. 8-72 (MR), R-Sec 8-119g-10 (Cong.), R-Sec. 8-119jj (Aff.))

Suggested Audit Procedure

Examine copy of the Management Plan (Budget) and determine completeness and timeliness of submission.

E. Special Test And Provisions

I. Compliance Requirement
The commissioners and employees must not have any interest, direct or indirect in any housing project. (Sec. 8-42 (Eld., MR, Cong., Aff.))

Suggested Audit Procedure

(1) Ascertain whether any commissioner or employee has any interest, in any housing project or in any property included in any project, or in any contract or proposed contract for materials and services to be furnished or used in connection with any housing project. (Note if minutes disclosed any interest.  Ascertain any interest during expenditure test).

II. Compliance Requirement

The auditee is required to follow specific procedures for any proposed base rent increase or percentage of income increase. (Sec. 8-115a(d) (Eld.), R-Sec.8-79a-15 (MR), R-Sec. 8-119g-10(Cong.) R-Sec.8-119jj (Aff.))

Suggested Audit Procedures 

(1) Review the procedures established in the Housing Manual for the Management of State Financed Housing for the auditee’s handling and notifying tenants of rent adjustment requests

(2) Review the files and determine if rent adjustments and notifications were provided in accordance with the procedures

III. Compliance Requirement 

A Housing Authority is required to pay a sum to the municipality in which the Housing Authority is located, a payment in lieu of taxes (PILOT), equal to a percentage of shelter rent or an amount not greater than ad valorem tax (for a State Elderly Section 8 or MR Section 8 Project).  The percentage will be determined mutually by the municipality and auditee. (Sec. 8-118a (Eld.), Sec. 8-71  (MR), Sec. 8-119k(Cong.), Sec. 8-119gg(Aff.)) (Shelter Rent is defined in Sec. 8-39(p).)

Suggested Audit Procedure

(1) Calculate PILOT amount based on the percentage rate as stipulated in the Cooperation Agreement and Management Plan and the formula as specified in the LHA Accounting Manual and determine if the Housing Authority calculated PILOT properly and paid the municipality at least annually.

IV. Compliance Requirement
The auditee must follow proper bidding procedures for expenditures in excess of $100,000.00 or an amount as amended by Statute. (Sec. 8-44(b) sets bidding thresholds (Eld., MR, Cong., Aff.))

Suggested Audit Procedure

(1) Test the financial records and determine adherence to bidding procedures.

V. Compliance Requirement
For proratable expenses, the auditee may charge to the State units no more than the approved percentage of either the number of State units to the total number of units administered by the auditee or the total number of State rooms to the total number of federal rooms; or as otherwise approved by oversight agencies.

Suggested Audit Procedures

(1) Review the auditee's process for reviewing, approving, and monitoring expenditures and evaluate for adequacy.

(2) Review expenditures and related records and ascertain that the percentage charged to the State units is appropriate.

(3) Review proration on State Units Budget to approved proration on HUD Budget to ensure they agree.

VI. Compliance Requirement
For auditee’s that collect and administer Security    Deposits, an escrow bank account must be established in a financial institution for the deposit of the entire amount of all security deposits.  The balance in the escrow bank account shall at all times equal or exceed the aggregate of all its outstanding obligations, as reflected in the liability accounts established for the payment of security deposits.

(Sec. 47a-21(h) CGS)

Suggested Audit Procedures

A. Determine whether an escrow bank account has been established for the collection and deposit of security deposits.

B. Ascertain whether the balance in the escrow bank account is equal to or greater than the balance of the liability account(s) established for the payment of security deposits.

I. PROGRAM OBJECTIVES TC "Housing and Community Development" \f C \l "1" 
To provide grants to housing site development agencies or eligible nonprofit corporations for up to two-thirds of the cost of site acquisition and/or improvements associated with development of housing for low and moderate income families.  Funds assist in writing down the cost of housing by reducing the price of construction which effects the subsequent mortgage financing, making the units affordable to persons of low and moderate income.

Another objective is to provide financial assistance for up to two-thirds of the cost of community development activities which are a part of a targeted neighborhood rehabilitation effort in a predominantly residential area.

Housing Site Development Agencies (“HSDAs”) must be designated by resolution.  Eligible nonprofits are those which have a commitment for mortgage financing from HUD or FMHA.

II. PROGRAM PROCEDURES

Proposals are invited as funds are available.  Any municipality or designated agency thereof may apply.  The evaluation of the proposal will be based on the extent to which the project will benefit low and moderate-income persons and its impact on housing and neighborhood revitalization.

III. COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES

A. Types of Services Allowed or Disallowed

Compliance Requirements

Funds may be used for services provided for in the approved program budget.  Administration expenses are allowed up to 15 percent of the hard costs.

(Section 8-216b, CGS)

Suggested Audit Procedures

(1) Obtain a copy of the approved program budget.

(2) Determine the type of services allowed.

(3) Test expenditures and related records.

(4) Note whether funds were used for unallowable services.  If funds were used for items not provided for in the budget, identify approval from the Department of Economic Development (“DECD”).

B.
Eligibility

Compliance Requirements
Funds are required to be used to benefit low and moderate income homeowners in the targeted area.  Fifty-one percent of the residents benefited must be of low or moderate-income households.  Low or moderate income is defined as 100 percent of HUD median unless funds from another source requiring a lower percentage of the median (i.e., CDBG, Small Cities) are being used.  The benefit must then defer to the lower percentage.

(Section 8-216b, CGS)

Suggested Audit Procedures

(1) Review the procedures used to determine eligibility and evaluate for adequacy.

(2) Review selected files and determine adherence to prescribed procedures.

C. Matching, Level-of-Effort, and/or Earmarking Requirements

Compliance Requirements

The grantee is required to provide one-third of the cost of the program.

(Section 8-216b, CGS)

Suggested Audit Procedures

(1) Determine the total program cost.

(2) Determine whether local funding equals one-third of the program cost.

D. Special Reporting Requirements

Compliance Requirements

Grantees are required to submit quarterly status reports to the Department of Economic and Community Development (“DECD”).

Suggested Audit Procedures

(1) Obtain copies of submitted statements and reports and review for completeness and submission by required dates.

(2)
Trace data in selected reports to supporting documentation.
E.
Special Tests and Provisions

Compliance Requirements

A Revolving Loan Fund Account must be established specifically for loan repayments.  Funds may be mixed with loan repayments from loans made with funds from other sources.   The disbursement of new loans can be made from this account only after the original grant money budgeted for Revolving Loans has been completely expended.

Suggested Audit Procedures
(1) Identify a Revolving Loan Fund Account.

(2) Test transactions and related records.

(3) Determine that disbursements of new loans were made only after the initial budgeted funds for Revolving Loans authorized by the Project Financing Plan and Budget have been completely expended.

Compliance Requirements

Municipalities must follow proper bidding procedures as specified in the Assistance Agreement, “Special Provisions.”

Suggested Audit Procedures

Test financial records and determine adherence to bidding procedures.

Compliance Requirements

Municipalities must follow wage rate requirements as specified in the Assistance 

Agreement, “Special Provisions.”

(Section 31-53, CGS)

Suggested Audit Procedures
(1) Identify the programs involving construction activities.

(2) Review selected construction contracts and subcontracts and determine whether they contain provisions requiring  the payment of (“prevailing” wages)

(Section 31-53, CGS)

I.  TC "Housing Assistance and Counseling" \f C \l "1" PROGRAM OBJECTIVES

The Housing Assistance and Counseling program provides financial assistance to not-for-profit organizations that provide the following types of housing assistance and counseling information to landlords and tenants, including but not limited to:

(1) Educational services designed to inform landlords and tenants of their respective rights and responsibilities.

(2) General information services on securing housing-related financing, including mortgage loans, home improvement loans, energy and weatherization assistance.

(3) General mediation services for landlord and tenant disputes.

(4) A demonstration program providing a limited grant to supplement the cost of assisted living services in up to 4 (four) United States Department of Housing and Urban Development, Section 202, elderly housing development and/or United States Department of Housing and Urban Development, Section 236, elderly housing developments to provide assisted living services for persons who are residents of the state.

(Section 8-206e, CGS)

II. PROGRAM PROCEDURES

The State contracts with not-for-profit organizations for the provision of housing assistance and counseling services, following grantee application review for content and approval based on eligibility, experience, and the financial need of the applicant.

The assisted living component is either funded in whole or in part by DECD. An assessment of the tenant is conducted to determine the level of services required.  Tenants may be required to pay a portion of their assisted living services based on their income/assets in accordance with a formula approved by the Department of Social Services (DSS) and DECD.

III. COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES

A. Types of Services Allowed or Disallowed

Compliance Requirements

Services allowed include:

(1) Education services designed to inform landlords and tenants of their rights and responsibilities.

(2) Mediation services between tenants and landlords.

(3) Information services on securing housing-related financing.

(4) Other housing-related counseling services and assistance.

(5) Assisted living services in accordance with guidelines established by DSS and DECD.  

(Section 8-206e, CGS)

Suggested Audit Procedures

(1) Obtain a copy of the Assistance Agreement and approved Project Financing Plan and Budget and determine allowed costs.

(2) Test the expenditures and related records to ensure that costs are allowed.

B.
Eligibility

The auditor is not expected to test for eligibility.

C. Matching, Level-of-Effort, and/or Earmarking Requirements

There are no matching, level-of-effort, or earmarking requirements.

D. Special Reporting Requirements

Compliance Requirements


The grantee shall submit monthly activity reports, quarterly financial statements and an annual summary of activities to the Department of Economic and Community Development (“DECD”).

(Section 8-206e, CGS)

Suggested Audit Procedures

(1) Obtain copies of submitted reports and review for completeness and submission by required dates.

(2) Trace data in selected reports to supporting documentation for agreement.

E. Special Tests and Provisions

There are no special tests or provisions for the auditor to perform.

I.  TC "Housing Development Fund Program" \f C \l "1" PROGRAM OBJECTIVES

The objective of the Housing Development Fund Program is to provide financial assistance in the form of grants and/or loans to eligible developers (housing authorities, nonprofit organizations, private developers, municipal developers, and housing partnerships) for the construction of decent, safe, and sanitary housing for eligible low and moderate income families and/or for the elderly. 

(Sections 8-70 (MR), 8-114a (Eld.), 8-119h (Cong.) and 8-119dd (Aff.), CGS)

II. PROGRAM PROCEDURES

The Department of Economic and Community Development (“DECD”) may enter into a contract with an eligible applicant (i.e., housing authority, nonprofit organization, private developer, municipal developer, or housing partnership) to provide financial assistance in the form of a grant and/or loan for the development of housing for low and moderate income families and/or the elderly.

III. COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES

A. Types of Services Allowed or Disallowed

Compliance Requirements

Funds may be expended by the eligible developer for specific purposes and amounts as authorized in the approved Assistance Agreement and Project Development Budget (QA-6).

Suggested Audit Procedures

(1) Obtain the approved Assistance Agreement and Project Development Budget (QA-6) and review for authorized purposes and amounts, as well as any terms and conditions specified in the Project Development Budget.

(2) Test expenditures and related records and compare to authorized purposes and amounts.

B. Eligibility

The auditor is not expected to test for eligibility.

C. Matching, Level-of-Effort, and/or Earmarking Requirements
Compliance Requirements


An eligible developer may be required to contribute financial assistance in the form of cash, donated property, in-kind contributions, or any other assistance as a condition of receiving state assistance.  The specific matching requirements are set forth in the Assistance Agreement and Cooperation Agreement.

Suggested Audit Procedures

(1) Review the Assistance Agreement and Cooperation Agreement and ascertain the amount of assistance required.

(2) Determine the amount and source of funds used to fulfill the matching requirement.

D. Special Reporting Requirements
Compliance Requirements

   
The following financial reports must be submitted quarterly for this program:

(1) Balance Sheet (R-76)

(2) Statement of Development Cost (R-77)

Suggested Audit Procedures

(1) Obtain copies of submitted reports and review for completeness and submission by required dates. 

(2) Trace data in selected reports to supporting documentation (i.e., worksheets, ledgers, etc.) for agreement.

Compliance Requirements

All entities are required to submit a reconciliation of expenditures by contract to the amount reported in the State Single Audit Schedule of State Financial Assistance.  The reconciliation should be filed at the same time as the audit report.

Suggested Audit Procedures


Obtain reconciliation of expenditures by contract.

· Trace the amounts reported in the reconciliation of expenditures by contract to the accounting records that support the financial statements for each contract and the schedule of expenditures of state awards.

· Verify agreement or perform alternative procedures to verify the accuracy and completeness of the reports and that they agree with the accounting records.

E. Special Test and Provisions
Compliance Requirements

The cost of the Development Fund Program must be separately accounted for in a Statement Development Cost in order to permit the preparation of a DECD Certificate of Approved Program Cost and State Funding on the Development Fund Program.

Suggested Audit Procedures

Test financial records and determine that the amounts considered as costs of the Development Fund Program are proper.

Compliance Requirements
The auditee must follow proper bidding procedures for expenditures in excess of $100,000.00, or in an amount amended by Statute.

(Sections 8-44(b) CGS, sets bidding thresholds.)

Suggested Audit Procedures
Test the financial records and determine adherence to bidding procedures.

I.  TC "Housing Rehabilitation Program" \f C \l "1" PROGRAM OBJECTIVES

The objective of the Housing Rehabilitation Program (“HR”) is to improve and upgrade the physical condition of existing public housing projects.

II.  
PROGRAM PROCEDURES

Each Housing Authority, Non-Profit Corporation, Community Housing Development Corporation and Municipal Developers as Owner/Sponsor of Elderly and Moderate Rental Housing; Housing for the Homeless, Limited Equity Cooperative, Congregate Housing, Mutual Housing and Affordable Housing may prepare and submit to the Commissioner of Economic and Community Development for approval a program of project rehabilitation and improvement.

The program shall include the estimated costs of services, rehabilitation and improvement, and the method and staff required to carry out such a program.  The housing rehabilitation contract shall provide for state financial assistance in the form of a grant-in-aid, loan, or combination thereof equal to the cost of such program, including administrative or other cost or expense to be incurred by the state in connection with the program as approved by the Commissioner of Economic and Community Development.

III. COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES

A. Types of Services Allowed of Disallowed

Compliance Requirements


Funds may be expended by the auditee for specific purposes and amounts as authorized in the approved Assistance Agreement and Program Financing Plan and Budget (DECD-KA-1).

(Section 8-44a(b), CGS)

Suggested Audit Procedures

(1) Obtain the approved Assistance Agreement and Program Financing Plan and Budget and review for authorized purposes and amounts.

(2) Test expenditures and related records and compare to authorized purposes and amounts, being particularly alert to costs improperly charged to the Housing Rehabilitation Program.

B. Eligibility

The auditor is not expected to test for eligibility.

C. Matching, Level-of-Effort, and/or Earmarking Requirements

Compliance Requirements 

The auditee may be required to pay for a portion of the approved rehabilitation project with its own resources.

Suggested Audit Procedures

(1) Review the Assistance Agreement and Program Financing Plan and Budget and ascertain if the auditee is required to contribute toward the rehabilitation project.

(2) Review the financial records and ascertain that the amount paid with auditee funds has been properly recorded.

D. Special Reporting Requirements

Compliance Requirements


The following financial reports must be submitted quarterly for this program:

(1) Balance Sheet (L-203 or L–116)

(2) Statement of Program Cost (L-117)

(NOTE:  The auditee may report the rehabilitation program as part of the Housing Authority Administration Fund financial reports for the fund benefited by the program or report the program on separate financial reports).
Suggested Audit Procedures

(1) Sample financial reports of each program and review for completeness and submission by required dates.  Verify the date stamp on financial statements or note if a late notice was sent by the DECD.

(2) Trace data from financial statements to the supporting documentation (i.e., worksheets, ledger, etc.) for agreement.

Compliance Requirements

All entities are required to submit a reconciliation of expenditures by contract to the amount reported in the State Single Audit Schedule of State Financial Assistance.  The reconciliation should be filed at the same time as the audit report.

Suggested Audit Procedures


Obtain reconciliation of expenditures by contract.

· Trace the amounts reported in the reconciliation of expenditures by contract to the accounting records that support the financial statements for each contract and the schedule of expenditures of state awards.

· Verify agreement or perform alternative procedures to verify the accuracy and completeness of the reports and that they agree with the accounting records.

E. Special Test and Provisions
Compliance Requirements

The cost of the housing rehabilitation program must be separately accounted for in order to permit the preparation of a DECD Certificate of Approved Program Costs and State Funding on the housing rehabilitation program.

Suggested Audit Procedures 

Test financial records and determine that the amounts considered as costs of the housing rehabilitation program are proper.

Compliance Requirements

The auditee must follow proper bidding procedures for expenditures in excess of $100,000.00, or in an amount amended by Statute.

(Section 8-44(b) CGS sets bidding thresholds.)

Suggested Audit Procedures


Test the financial records and determine adherence to bidding procedures.

I. PROGRAM OBJECTIVES

The objective of the Housing Trust Fund Program is to:

· Encourage the creation of housing for homeownership at a cost that will enable low and moderate income families to afford quality housing while paying no more than thirty percent of gross income on housing,

· Promote the rehabilitation, preservation and production of quality, well-designed rental and homeownership housing affordable to low and moderate income families or persons,

· Maximize the leveraging of state and federal funds by encouraging private sector investment in housing developments receiving assistance,

· Encourage housing that maximizes housing choices of residents,

· Enhance economic opportunity for low and moderate income individuals and their families,

· Promote the application of efficient land use that utilizes existing infrastructure and the conservation of open spaces, and

· Encourage the development of housing which aids the revitalization of communities.

(Section 8-336p, CGS)

II. PROGRAM PROCEDURES
The program is administered by the Department of Economic and Community Development (DECD) and is funded from the proceeds of the sale of the State’s general obligation bonds.  The funds are awarded to municipalities, nonprofit organizations, local housing authorities, and for-profit organizations as no interest and low interest loans, loan guarantees, grants, and appraisal gap financings and other similar financing necessary to make rents or home prices affordable for development of quality rental housing and homeownership for low and moderate-income households.

(Section 8-336m, p and q, CGS)

III. COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT ROCEDURES
A. Types of Services Allowed or Disallowed
Compliance Requirements

Funds may be used to support development investment and programs that further the development goals established by Public Act 05-5.  Eligible costs are identified in an approved Financing Plan and Budget and may include:

· Acquisition

· Rehabilitation

· New Construction

· Demolition

· Homeownership

· Multi-family rental housing

· Adaptive re-use of historic structures

· Special needs housing

· Redevelopment of vacant properties

· Infrastructure improvements

· Housing for individuals or families with incomes up to 120% of Area Median Income as determined by the United States Department of Housing and Urban Development (HUD)

(Section 8-336p, CGS)

Suggested Audit Procedures

(1) Review the grantee’s Assistance Agreement and Financing Plan and Budget and determine allowed costs.


(2) Test expenditures and related records to ensure that costs are allowed.

B. Eligibility

The auditor is not expected to test for eligibility.

C. Matching, Level-of-Effort, and/or Earmarking Requirements

There are no matching, level-of-effort, or earmarking requirements.

D. Special Reporting Requirements

Compliance Requirements


Applicants are required to submit quarterly compliance and financial reports to the DECD.

Suggested Audit Procedures


Review the Assistance Agreement and determine whether reports are required.  If required:

· Obtain copies of reports and review for completeness and submission by required dates.

· Trace data in selected reports to supporting documents.

E. Special Tests and Provisions

PROGRAMS

Compliance Requirements

(1) Eligible applicants selected to be third party administrators to carry out program(s) must establish a Compliance Monitoring Plan in accordance with the Housing Trust Fund Procedures Guidelines manual and contract for financial assistance.  As third party program administrator(s) they shall monitor to determine if a project is in compliance with the requirements of the HTF Program and contract for financial assistance.  The areas to be reviewed for compliance may include, but are not limited to:

· Resident or tenant qualifications, income calculations and appropriate supporting documentation;

· The gross rent payment and its components, including utility allowances;

· The vacancy history of both HTF assisted and market-rate units;

· Resident or tenant selection;

· On-going affirmative fair marketing efforts;

· Housing quality standards;

· Financial conditions;

· And Overall property management, if applicable.

(2) Instances of noncompliance must be reported to DECD.

Suggested Audit Procedures
(1)  Obtain a copy of the Compliance Monitoring Plan and the contract for financial assistance.  Determine that the required compliance monitoring has occurred and at the frequency and amount as stated in the Housing Trust Fund Procedures and Guidelines Manual.

(2) Determine if there were instances of noncompliance and that a report of such was submitted to DECD.

(Regulations, Section 8-336q-2)

I.  TC "Infrastructure" \f C \l "1" PROGRAM OBJECTIVES

To provide grants, loans, or a combination thereof for the purpose of undertaking activities aimed at increasing housing for low and moderate-income families. (Section 8-387, CGS)

II.  
PROGRAM PROCEDURES

The Department of Economic and Community Development (“DECD”) enters into contracts with any of 32 eligible municipalities to provide funding for a variety of eligible activities such as planning, construction, or renovation of housing, and for any of the following related activities: sewer connections, gas, electric and communications connections, drainage, public roadways, and water lines.  The municipality must approve the Regional Fair Housing compact as prepared by them.

III. COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES

A. Types of Services Allowed or Disallowed
Compliance Requirements


Grants, loans, or a combination thereof shall be made from the infrastructure fund for planning, construction or renovation of housing, and for any of the following, provided that administrative costs directly related to such construction or renovation shall not exceed 5 percent, when necessary to support the development of housing within such municipality in accordance with the Regional Fair Housing Compact:

(1) Sanitary sewer lines, including interceptors, laterals, and pumping stations.

(2) Natural gas, electric, telephone and telecommunications, pipes, wires, conduits, water lines and water supply facilities, except as required by any provisions of the general statutes or any special act, a regulation or order of the Department of Public Utility Control or a certificate of public conveniences and necessity.

(3) Storm drainage facilities, including flood control facilities.

(4) Public roadways and related appurtenances.

(5) Community septic systems approved by the Department of Environmental Protection.

(Section 8-387, CGS)

Suggested Audit Procedures

Test the expenditure and related records to ensure that costs are allowed.

B. Eligibility

The auditor is not expected to test for eligibility.

C. Matching, Level-of-Effort, and/or Earmarking Requirements

There are no matching, level-of-effort, or earmarking requirements.

D. Special Reporting Requirements

Compliance Requirements


Municipalities are required to submit quarterly status and financial reports to the DECD.

Suggested Audit Procedures

(1) Obtain copies of submitted reports and review for completeness and submission by required dates. 

(2) Trace data in selected reports to supporting documents.

E. Special Test and Provisions

There are no special tests or provisions for the auditor to perform.

I.  TC "Land Bank / Land Trust Program" \f C \l "1" PROGRAM OBJECTIVES

To provide grants for the costs of acquiring land or interest in land and the costs of holding and managing land to be developed as housing for low and moderate income families.

The program is divided into two components:

(1) Land Bank – Grants provided to purchase land, which a sponsor can “bank” for a period of  up to two years.  The program generally funds the costs of holding and managing for a period of up to two years.

(2) Land Trust – Grants are provided for acquisition, holding and managing costs, but land must be developed right away.  The land underlying the units must be held in trust.  The costs of holding and managing may be covered by the grant until the parcel goes under development.

(Sections 8-214b through e, CGS) and (Regulations, Sections 8-214d-1 through 13)

II.  
PROGRAM PROCEDURES

Funds are provided to nonprofit corporations upon approval of an application by the Department of Economic and Community Development (“DECD”) and subsequent approval of an allocation of funds for the project by the State Bond Commission.  An Assistance Agreement is then executed between the DECD and the grantee.  Only then can grant funds be requisitioned for eligible/approved costs.

I. COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES

A. Types of Services Allowed or Disallowed

Compliance Requirements


Grants are for costs that include:

(1) Property inspections

(2) Engineering

(3) Legal, including the cost to prepare land leases or condominium documents

(4) Closing costs

(5) Surveys

(6) Appraisals

(7) Real estate options

(8) Land

(9) Interests in land (e.g., retiring mortgage interest)

(10) Taxes

(11) Maintenance and security

(12) Up to 2.5 percent of total grant for administrative expenses

(13) Property insurance

(14) Title insurance

(15) Any tests or inspections made prior to the land purchase (e.g., percolation, test boring, environment assessments)

Generally, pre-acquisition costs to determine project feasibility, exclusive of any cost associated with the structure, are eligible.

Suggested Audit Procedures

(1) Obtain the approved Assistance Agreement and Program Financing Plan and Budget and review for authorized purposes and amounts.

(2) Test expenditures and related records, including contracts, studies, and closing statements, and compare to authorized purposes and amounts.

(3) If funds were used for costs not identified as allowed in either the Assistance Agreement or Program Financing Plan and Budget, identify authorization by the Commissioner of the DECD.

B. Eligibility

The auditor is not expected to test for eligibility.

C. Matching, Level-of-Effort, and/or Earmarking Requirements

There are no matching level-of-effort or earmarking requirements.

D. Special Reporting Requirements
Compliance Requirements


Programmatic and financial reports may be required under the Assistance Agreement.

Suggested Audit Procedures

(1) Obtain copies of submitted reports and review for completeness and submission by required dates.

(2) Trace data in selected reports to supporting documentation for agreement.

E. Special Test and Provisions

Compliance Requirements
(1) If the land is land banked, the grantee must have a plan of development approved by the Commissioner no later than two years from the date of acquisition.

(2) The plan must include an application under review for construction funding.  The Commissioner may grant an extension if it is considered to be in the best interest of the state.

(3) A Restrictive Covenant and Assistance Agreement must be recorded in the municipality where the property is located.

Suggested Audit Procedures

(1) Obtain a copy of the plan of development and determine completeness and compliance with the contract and regulations.

(2) Determine if the documents were properly recorded with the municipality.

I.  TC "Limited Equity Cooperatives -- Development Fund" \f C \l "1" PROGRAM OBJECTIVES

The objective of the program is the construction of housing for low and moderate income families which provides an alternative to traditional rental housing by ensuring security of residency, continued affordability and participation in the design and operation of housing, and to make public investment to preserve and stabilize neighborhoods.

(Section 8-214f through h, CGS)

II. PROGRAM PROCEDURES

The Department of Economic and Community Development provides financial assistance to a limited equity cooperative or an eligible not-for-profit corporation for the development of housing for low- and moderate-income families.  The assistance may be in the form of grants, loans, or combination thereof in an amount not to exceed the total development cost of the project, less any equity interest required, as determined by a cost certification. 

(Section 214f (c), CGS)

III. COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES

A. Types of Services Allowed or Disallowed
Compliance Requirements


Allowed costs include, but are not limited to:

(1) Organizational development

(2) Predevelopment costs

(3) Site acquisition and preparation

(4) Construction or rehabilitation

(5) Architect fees

(6) Resident training

(7) Administrative or other costs or expenses incurred by the state

(Section 8-214f(c), CGS) and (Regulations, Sections 8-214h-1(s) and 8-214h-2(c))

Suggested Audit Procedures

Test the expenditures and related records to ensure that costs are allowed.

B. Eligibility

Compliance Requirements

(1) The admission income limits for grant (project(s) shall not exceed 50 percent of the area median income, adjusted for family size as determined from time to time by the U.S. Department of Housing and Urban Development, unless otherwise approved by the Commissioner of Economic and Community Development.

(2) The admission income limits for loan(s) or loan/grant combination project(s) shall not exceed 100 percent of the area median income, adjusted for family size, determined from time to time by the U.S. Department of Housing and Urban Development, unless otherwise approved by the Commissioner of Economic and Community Development.

(Sections 8-214f through h, CGS) and (Regulation, Section 8-214h-8(b) and 8(c))

Suggested Audit Procedures

Review selected files and determine that they meet the requirements for income, adjusted by family size.

C. Matching, Level-of-Effort, and/or Earmarking Requirements

Compliance Requirements

(1) Developers must have an equity interest in the total development cost, composed of any of the following:

· The housing site

· A cash contribution

· The resident’s “sweat equity” investment

(Refer to the contract for specific amounts.

(2) The family must contribute its labor (“sweat equity”) during the development or operation of the project or make a cash contribution to become a member of the cooperative, or both, in an amount approved by the Commissioner of Department of Economic and Community Development.  The value of the “sweat equity” may not exceed the hourly wage rates determined by the U.S. Department of Labor

(Section 8-214f(c), CGS) and (Regulations, Section 8-214h-7(a)(1))

Suggested Audit Procedures

(1) Determine the amount and nature of the developer’s equity interest.

(2) Review the records for selected families and determine if there has been a “sweat equity” contribution.

(3) Determine that the “sweat equity” of the sample did not exceed hourly wage rates.

D. Special Reporting Requirements

Compliance Requirements


The developer shall submit semi-annual financial statements to the Department of Economic and Community Development (“DECD”).

(Section 8-214h, CGS) and (Regulation Section 8-214h-16(b))

Suggested Audit Procedures

(1) Obtain copies of submitted reports and review for completeness and submission by required dates. 

(2) Trace data in selected statements to supporting documentation for agreement.

E. Special Test and Provisions

There are no special tests or provisions for the auditor to perform.

I.  TC "Limited Equity Cooperative/Mutual Housing Administration Fund Program" \f C \l "1" PROGRAM OBJECTIVES   

The objective of the Limited Equity Cooperative/Mutual Housing Administration Fund Program is to provide housing for eligible low/moderate income families.

II. PROGRAM PROCEDURES

The Cooperative, Mutual Housing or Nonprofit Agency (auditee) shall manage the project in an efficient manner so that the rents can be fixed at the lowest possible level.  The carrying charges together with other available income shall generate sufficient income to meet the costs of project operations.

III. COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES

A. Types Of Services Allowed Or Unallowed

Compliance Requirement
Funds may be expended by the auditee for specific purposes and amounts as authorized in the approved State Management Plan (Budget) and in accordance with the Housing Manual for the Management of State Financed Housing. (Sec. 8-214f - 8-214h.)

Suggested Audit Procedures

· Obtain the approved Management Plan (Budget) and review for authorized purposes and amounts as well as any terms and conditions specified in the Management Plan.

· Obtain and review the Housing Manual for the Management of State Financed Housing for allowable costs and management principles.

· Test expenditures and related records and compare to authorized purposes and amounts.

· Determine that property taxes are paid currently.

 B.
Eligibility
Compliance Requirement

The auditee is required to accept applications for admission to the projects, determine whether the applicants are initially eligible, and recertify tenants' family income, composition, and contribution to carrying charge.  (R-Sec. 8-214h-7-R-Sec. 8-214h-12)

Suggested Audit Procedures

· Review the auditee’s procedures for:  accepting and reviewing applications, determining tenant eligibility for initial occupancy (For grant projects, adjusted gross income can't exceed 50% of HUD area median income, adjusted for family size.  For loan or loan/grant combination, adjusted gross income can't exceed 100% of HUD area median income, adjusted for family size.), determining carrying charge, and prescribing unit sizes and evaluate for adequacy.

· Review the auditee procedures for recertifying member carrying charges and evaluate for adequacy. (An annual recertification is required for members paying carrying charges based on a percentage of their adjusted gross income.) 

· Review selected member Carrying Charge Worksheets for completeness; trace data to supporting documentation for agreement.

· Verify that the auditee established and currently maintains a Carrying Charge Roll or similar type of document to record information on total carrying charges and total member payments.  This document should be used to control the recording of carrying charge income.

C.
Matching, Level Of Effort, And/Or Earmarking Requirements

There are no matching, level of effort, and/or earmarking requirements.

D. Reporting Requirements

Compliance Requirement

Financial reports must be submitted to CHFA biannually for the State financed projects. (R-Sec. 8-214h-16)

Suggested Audit Procedures
· Review the procedures for preparing the financial reports and evaluate for adequacy.  (Determine if financial statement information taken from ledgers or other sources, i.e., worksheets)

· Sample financial reports for each program and review for completeness and timeliness of submission.

· Trace data from financial statement to the supporting documentation (i.e., worksheets, ledgers, etc.) for agreement.

Compliance Requirement

A Management Plan (Budget) must be submitted annually for each State project. (R-Sec. 8-214h-6)
Suggested Audit Procedures
· Examine copy of Management Plan (Budget) and determine completeness and timeliness of submission.

E. Special Tests And Provisions

Compliance Requirement

The auditee is required to follow procedures established by CHFA for any proposed carrying charge changes.  (R-Sec. 8-214h-13)

Suggested Audit Procedures

· Review the procedures established by the CHFA in the Housing Manual for the Management of State Financed Housing for the auditee’s handling and notifying members of carrying charge adjustment requests.

· 30 day written notice to members that a meeting will be held to discuss carrying charge change.

· LEC submits recommended carrying charge change to CHFA for approval.

· CHFA approves/disapproves carrying charge change within 15 days of receipt from LEC.

· Members given 30 day written notice prior to effective date of carrying charge change.

· Review the files and determine if carrying charge adjustments and notifications were provided in accordance with the CHFA procedures.

I.  TC "Manufacturing Assistance Act (Municipal Development Projects/Business Development Projects)" \f C \l "1" PROGRAM OBJECTIVES

The Municipal Development Project, Business Development Project, and Non-Profit Development Project provides loans and/or grants, including, but not limited to, the reasonable cost of feasibility studies, engineering, appraisals, market studies and related activities.   Assistance is also provided for the acquisition of real property, machinery or equipment, or any combination thereof, the construction of site and infrastructure improvements, the construction, renovation and demolition of buildings, relocation expenses for the purpose of assisting a manufacturing or economic base business to locate, contract, renovate, or acquire a facility.  Such other reasonable expenses necessary or appropriate for the initial, implementation and completion of the project, including, but limited to administrative expenses and business support services. 

(Sections 32-222 and 32-223, CGS)

II. PROGRAM PROCEDURES

The state contracts with eligible applicants, municipally designated agencies (economic development commissions, redevelopment agencies, and not-for-profit development corporations) to share on a pro-rata basis eligible expenditures related to the preparation of a project plan or planning documents/studies deemed necessary by the Department of Economic and Community Development (“DECD”).  This includes contractual services and administrative items.

The State contracts with eligible applicants for services related to property acquisition, demolition or disposition, infrastructure development, construction, improvement and expansion of a facility, acquisition of machinery or equipment, relocation expenses, administration expenses, business support services, business relocation, engineering and related services, marketing, short-term interest costs, and other reasonable expenses necessary for implementation of the project.

(Section 32-222 (a),(f),(k),(m), & (n) CGS

III. COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES

A. Types of Services Allowed or Disallowed

Compliance Requirements

Funds may be used for costs items specified in the latest approved Assistance Agreement and attachments and the Financing Plan and Budget.

(Sections 8-190 and 32-1c, CGS) (Sections 8-195(a), (b), (c), 32-222, and 32-223, CGS) 

Suggested Audit Procedures

(1) Review the grantee’s Assistance Agreement Project Financing Plan and Budget.

(2) Test expenditure and related records to ensure that costs are allowed.

B. Eligibility
The auditor is not expected to test for eligibility.

C. Matching, Level-of-Effort, and/or Earmarking Requirements

Compliance Requirements

A minimum match of 50% (fifty percent) of the total project cost is required with the following exceptions:

(a) Targeted investment community-a minimum match of 10% (ten percent) of the total project cost;

(b) Joint ventures between 2 (two) or more municipalities, which are not designated as targeted investment communities, -a minimum match of 25% (twenty-five percent) of the total project cost;

(c) Joint Ventures between 2 (two) or more municipalities at least one of which is a targeted investment community, 25% (twenty-five percent) of the cost allocable to the municipality which is not a targeted investment community and, -10% (ten percent) of the cost allocable to the municipality which is a targeted investment community;

(d) Defense Diversification Projects-10% (ten percent) if the project involves a municipal development or the acquisition or development or both, of real property for an unspecified occupant, and – no match for any other Defense Diversification Project.

Refer to the terms of the Assistance Agreement for the required minimum matching share requirement.

(Section 8-196 and 32-223, CGS)

Suggested Audit Procedures

(1) Determine the total expenditures of the program.

(2) Examine receipts and disbursements to determine that the appropriate matching funds have been made by the grantee.

D. Special Reporting Requirements

Compliance Requirements

(1) Submission of the following reports is required by the grantee.

· Annual Financial Report

· Requisition for Payment of State funds.

      (2) Submission of certain other reports may be required by the grantee under the Assistance Agreement.  DECD requires a semi-annual Balance Sheet and Statement of Program Cost 30 days after June 30th and December 31st until expiration of the Financing Plan and Budget.

Suggested Audit Procedures

(1) Review the Assistance Agreement and determine whether reports are required.  If required:

· Obtain copies of reports and review for completeness and submission by required dates.

· Trace data in selected reports to supporting documents for agreement.

Compliance Requirements


All entities are required to submit a reconciliation of expenditures by contract to the amount reported in the State Single Audit Schedule of State Financial Assistance.  The reconciliation should be filed at the same time as the audit report.

Suggested Audit Procedures


Obtain reconciliation of expenditures by contract.

· Trace the amounts reported in the reconciliation of expenditures by contract to the accounting records that support the financial statements for each contract and the schedule of expenditures of state awards.

· Verify agreement or perform alternative procedures to verify the accuracy and completeness of the reports and that they agree with the accounting records.

E. Special Tests and Provisions

There are no special tests or provisions for the auditor to perform.

I.  TC "Mutual Housing Program -- Development Fund" \f C \l "1" PROGRAM OBJECTIVES

The objective of the Mutual Housing program is the construction, ownership and operation of housing, the prevention and elimination of neighborhood deterioration and the preservation of neighborhood stability achieved by affording community and resident involvement in the provision of high quality, long-term housing for low and moderate income families in which residents:

(1) Participate in the ongoing operation and management of such housing

(2) Have the right to continue residing in such housing for as long as they comply with the terms of their occupancy agreement

(3) Do not possess an equity or ownership interest in such housing

(Section 8-214f(b), CGS) and (Regulations, Section 8-214h-1(v))

II.  
PROGRAM PROCEDURES

The Department of Economic and Community Development (“DECD”) may enter into a contract with a mutual housing association, or any other qualified nonprofit corporation, to provide financial assistance in the form of grants, loans, or combination financing for the development of housing for low and moderate-income families.

III. COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES

A. Types of Services Allowed or Disallowed
Compliance Requirements


Developers may receive state financial assistance for the development of a project including, but not limited to:

(1) Organizational development

(2) Predevelopment costs

(3) Site acquisition and preparation

(4) Construction or rehabilitation

(5) Architect fees

(6) Resident training

(7) Administrative or other costs or expenses incurred by the sponsor and approved by the Commissioner

(Sections 8-214f through h, CGS) 

Suggested Audit Procedures

(1) Review the Assistance Agreement and Project Budget and Financing Plan to determine the costs allowed under the program.

(2) Test financial records and reports by examining supporting information to determine whether costs are allowed under the Grant Award.

B. Eligibility

Compliance Requirements

(1) The admission income limits for grant project(s) shall not exceed 50 percent of the area median income, adjusted for family size as determined from time to time by the U.S. Department of Housing and Urban Development, unless otherwise approved by the Commissioner.

(2) The admission income limits for loan(s) or loan/grant combination project(s) shall not exceed 100 percent of the area median income, adjusted for family size, determined from time to time by the U.S. Department of Housing and Urban Development, unless otherwise approved by the Commissioner.

(Sections 8-214f through h, CGS) and (Regulation, Section 8-214h-8)

Suggested Audit Procedures

(1) Review the procedures used to determine eligibility and evaluate for adequacy.

(2) Review selected files and determine adherence to eligibility requirements.

C. Matching, Level-of-Effort, and/or Earmarking Requirements

Compliance Requirements

Developers must have an equity interest in the total development cost of the project.  Refer to contract for specific comments.

(Sections 8-214f through h, CGS) and (Regulations, Section 8-214h-2(d)and Section 8-214h-1(k))

Suggested Audit Procedures


Examine related records and determine adherence to requirements.

D. Special Reporting Requirements

Compliance Requirements


Developers are required to submit semi-annual financial statements to the DECD.

(Sections 8-214f through h, CGS)

Suggested Audit Procedures

(1) Obtain copies of submitted reports and review for completeness and submission by required dates. 

(2) Trace data in selected statements to supporting documentation for agreement.

E. Special Test and Provisions

There are no special tests or provisions for the auditor to perform.

I.  TC "Payment-In-Lieu-Of-Taxes (Pilot)" \f C \l "1" PROGRAM OBJECTIVES

To provide grants up to 100% of ad valorem taxes to municipalities in which state-assisted low to moderate income housing projects are operated by Housing Authorities.  The participating municipalities use this source of funds to offset the cost of municipal services proved to the project’s tenants.  In consideration of the State PILOT grant award, municipalities forgo collecting the payments due to them by the project, as evidenced by a Cooperation Agreement signed by both parties during the properties development.  These funds, which the Housing Authorities otherwise would have paid to the municipality, may equal up to 12.5% of the shelter rent.  The authorities may use the funds preserved by the municipal forbearance, for social services to the occupants, the operating costs or reserves of the property, or the maintenance or improvements of the physical quality of the property.  (Section 8-216(b) of the CGS)

II.  
PROGRAM PROCEDURES

If the percentage of ad valorem tax (PILOT payment) offered by the State is too low, towns can refuse the PILOT payment grant offer. This will force the housing authority to pay out the funds set aside for payment of the taxes on the property.  This loss will have a direct impact on the tenant rents.

III. COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES

A. Types of Services Allowed or Disallowed

The auditor is not expected to test for allowability.

B. Eligibility

The auditor is not expected to test for eligibility.

C. Matching, Level-of-Effort, and/or Earmarking Requirements

There are no matching, level-of-effort, or earmarking requirements.
D. Special Reporting Requirements

Compliance Requirements


The municipality shall submit a Requisition for PILOT Payment (Form L-311) to DECD indicating the total realty tax payments due the municipality during the fiscal year.

Suggested Audit Procedures

(1) Obtain copies of submitted Form L-311 and review for completeness. 

(2) Compare tax payment due on Form L-311 with the assessment record and mill rate to ensure tax properly calculated.

E. Special Test and Provisions

There are no special tests or provisions for the auditor to perform.

I.  TC "Predevelopment Cost" \f C \l "1" PROGRAM OBJECTIVES

To provide interest-free loans and grants for predevelopment costs incurred with the construction, rehabilitation, or renovation of housing for low and moderate-income persons and families.  Loan repayments must be made no later than receipt of permanent financing. 
II. PROGRAM PROCEDURES
Funds are provided to housing authorities, nonprofit corporations, municipal developers, or partnerships having at least one non-profit partner upon approval of an application by the Department of Economic and Community Development (“DECD”).

III. COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES

A. Types of Services Allowed or Disallowed

Compliance Requirements

(1) Interest-free loans are for costs that include:

· Feasibility studies

· Expenses incurred in project planning and design, including architectural expenses

· Legal and financial expenses

· Expenses incurred obtaining and paying for required permits and approvals

· Options to purchase land

· Expenses incurred in obtaining and paying for required project specific insurance

· Other preliminary expenses authorized by the Commissioner of Economic and Community Development.

(2) Grants are for costs that include:

· Feasibility studies

· Appraisals

· Legal fees

· Financial consulting expenses

· Other planning expenses authorized by the Commissioner of Economic and Community Development.

Grants are limited to $5,000, maximum.

 (Sections 8-410 and 411, CGS) 

Suggested Audit Procedures

(1) Review the Grant Award to determine the costs allowed under the program.

(2) Test financial records and reports by examining supporting information to determine whether costs are allowed under the Grant Award.

(3) If funds were used for costs not identified as allowed, identify authorization by the Commissioner of Economic and Community Development.

B. Eligibility

The auditor is not expected to test for eligibility.

C. Matching, Level-of-Effort, and/or Earmarking Requirements

There are no matching, level-of-effort, or earmarking requirements.
D. Special Reporting Requirements
Compliance Requirements


Grantees are required to submit quarterly financial reports to the DECD.

(Sections 8-410 and 411, CGS) and (Regulation Section 8-412-8)

Suggested Audit Procedures

(1) Obtain copies of submitted reports and review for completeness and submission by required dates. 

(2) Trace data in selected reports to supporting documentation for agreement.

E. Special Test and Provisions

There are no special tests or provisions for the auditor to perform.

I.  TC "Private Rental Investment and Mortgage Equity (PRIME)" \f C \l "1" PROGRAM OBJECTIVES

The objective of the PRIME Program is to provide a grant-in-aid to the Connecticut Housing Finance Authority (CHFA) for the purpose of permitting the CHFA to extend financial assistance in the form of a grant or deferred loan (second mortgage) to eligible nonprofit corporations to construct or rehabilitate 25 units or more of rental housing; provided the first mortgage is held by CHFA.
II.  
PROGRAM PROCEDURES

The Commissioner submits his recommendations for financing to the State Bond Commission.  Upon approval by the State Bond Commission and approval of the first mortgage by the Board of CHFA, the Department of Economic and Community Development (DECD) may provide the grant-in-aid to CHFA and CHFA may enter into a contract with a developer to provide interim and/or permanent financing for the proposed rental housing development.  The total amount of such grant-in-aid shall not exceed an amount equal to one-half of the project cost divided by the number of rental units multiplied by the number of low-income units in the project.

III. COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES

A. Types of Services Allowed or Disallowed

Compliance Requirements


Funds may be used for the following purposes and are identified in an approved development budget:

(1) costs of land acquisition

(2) costs of site preparation

(3) architectural, engineering, legal and other fees and charges in connection with planning, execution and financing

(4) costs of studies

(5)  insurance, interest, financing, taxes

(6)  cost of construction or reconstruction

(7)  cost of land improvements

(8)  necessary expenses relating to initial occupancy

(9)  allowances for working capital, replacement and contingency reserves and anticipated operating deficits during the first two years of occupancy

(10) Reasonable profit or fee to builder and developer

(11) Cost of such other items the Commissioner deems reasonable and necessary for the development of the project

(Section 8-400 (4) and (6) of CGS)

Suggested Audit Procedures
(1) Obtain funding agreements (e.g., contract, loan or mortgage agreement, etc.) and review for authorization purposes and amounts.

(2) Test expenditures and related records to ensure that costs are allowed.

B. Eligibility

The auditor is not expected to test for eligibility.

C. Matching, Level-of-Effort, and/or Earmarking Requirements

There are no matching, level-of-effort, or earmarking requirements.

D. Special Reporting Requirements

There are no reporting requirements.

E. Special Test and Provisions

There are no special tests or provisions for the auditor to perform.

I.  TC "Regional Economic Development Projects" \f C \l "1" PROGRAM OBJECTIVES

The Regional Economic Development Program provides grants for projects that will promote economic diversification, stability and growth.  In addition, those such improvements, acquisitions and projects are a particularly effective investment of state funds because of their relative immobility in an increasingly global economy; such improvements, acquisitions and projects are particularly needed in communities experiencing significant military and industrial job losses; and regional cooperation in the planning and development of such improvements, acquisitions and projects is desirable and should be encouraged.

(Section 32-326, CGS)

II. PROGRAM PROCEDURES

The state contracts with eligible applicants for services related to property acquisition development, infrastructure development, residential or business relocation, administration, engineering and related services, marketing, short-term interest costs, and off-site development or any other project, which in the sole discretion of the Commissioner will significantly enhance economic diversification, stability, growth or scientific knowledge.  Pass through grants and loans may be provided to companies located in these projects.

(Section 32-327(4), CGS)

“Agency” means any regional economic development commission formed under Sections 7-136 and 7-137, other regional development commission or corporation formed under any other provision of the General Statutes or any special act, any regional planning agency organized under the provisions of Chapter 127, regional council of governments organized under Section 4-124i to 4-123p, inclusive, or any regional council of elected officials organized under the provisions of Chapter 50 for planning and implementation of regional economic development.

(CGS 32-327 (2))

The total financial assistance under this act for any agency or project shall not exceed twenty million dollars of state funds plus any federal funds that the commissioner applies to the project.

(Section 32-328(d), CGS)

III. COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES

I. A.  Types of Services Allowed or Disallowed

Compliance Requirements

(1) Municipal, State, Federal and private funds may be used for costs items specified in the latest approved financing plan and budget and Project Assistance Agreement.

(2) These costs include but are not limited to:

· Land acquisition

· Renovation

· Engineering permits

· Rehabilitation

· Infrastructure development

· Business Relocation

· Physical development

· Administration

· Demolition

· Marketing

· Residential or site work

· Short-term interest borrowing

· Construction

Any other project, which in the sole discretion of the Commissioner will significantly enhance economic diversification, stability, growth, or scientific knowledge.

(Section 32-327(4), CGS)

Suggested Audit Procedures

(1) Review the grantee’s Assistance Agreement and financing plan and budget and determine allowed costs.

(2) Test expenditure and related records to ensure that costs are allowed.

B.
Eligibility

The auditor is not expected to test for eligibility.

C. Matching, Level-of-Effort, and/or Earmarking Requirements

Compliance Requirement

The maximum level of financial assistance to a project will be not more than ninety percent of total project costs in targeted investment communities, not more than seventy-five percent of total project costs in the case of a project in a region that includes a targeted investment community or not more than sixty-six and two-thirds percent of total project costs in the case of a project in a region that does not include a targeted investment community. 

Suggested Audit Procedures

(1) Determine the total expenditures by fund source of the program.

(2) Examine revenue and expenditures to determine that appropriate matching of funds have been provided by the grantee.

D. Special Reporting Requirements

Compliance Requirements


Submission of the following reports is required by the grantee:

(1) Requisitions for payment of state funds along with documentation describing the expenditure.

(2) Notification to the Commissioner of any material adverse change in condition of grantee.

(3) Notification to the Commissioner of any default under the projects documents or any other document.

(4) Any other special reporting requirement stated in the grantee’s Assistance Agreement.

Suggested Audit Procedures

(1) Obtain copies of submitted statements and reports and review for completeness and submission by required dates.

(2)
Trace data in selected reports to supporting documentation.
Compliance Requirements

All entities are required to submit a reconciliation of expenditures by contract to the amount reported in the State Single Audit Schedule of State Financial Assistance.  The reconciliation should be filed at the same time as the audit report.

Suggested Audit Procedures


Obtain reconciliation of expenditures by contract.

· Trace the amounts reported in the reconciliation of expenditures by contract to the accounting records that support the financial statements for each contract and the schedule of expenditures of state awards.

· Verify agreement or perform alternative procedures to verify the accuracy and completeness of the reports and that they agree with the accounting records.

E.    Special Tests and Provisions

There are no special tests or provisions for the auditor to perform.

I.  TC "Rental Assistance Program" \f C \l "1" PROGRAM OBJECTIVES

Rental assistance is provided for low income elderly persons residing in state-assisted rental housing for the elderly and congregate that will allow such person to afford decent, safe, and sanitary housing.

II. PROGRAM PROCEDURES

The state contracts with Housing Authorities as well as not-for-profit organizations to provide rental subsidies for tenants paying in excess of thirty percent of their adjusted gross income toward base rent and utilities.  (Section 8-119kk, CGS)

III. COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES

A. Types Of Services Allowed Or Disallowed

Compliance Requirements

 
Types of services allowed or disallowed will be detailed in each individual grant. 

Suggested Audit Procedures

(1) Review the contract for specific costs allowed or disallowed.

(2) Test expenditure and related records to ensure that costs are allowed.

B. Eligibility

Compliance Requirements
(1) An eligible household consists of one or more persons, whose income does not exceed eighty percent (80%) of the median family income (low income) by family size in the applicable Standard Metropolitan and Non-Metropolitan Statistical Area as determined by HUD.

(2) Elderly persons who reside in state-assisted rental housing for the elderly and are paying in excess of thirty percent (30%)of their adjusted gross income toward rent and utilities. 

(3) The contractor is required to accept applications for admission to the projects, determine whether the applicants are initially eligible, and annually recertify (for RAP recipients) tenants’ family income, composition, and contribution to rent.

Suggested Audit Procedures

(1) Select a sample of RAP recipients from the Rent Roll or RAP register and their related tenant files for review and verify that the tenant rents and rental assistance payment amounts were properly calculated on the tenant calculation forms, supported by documentation, and that an annual recertification is done.

(2) Verify that the rental assistance (RAP) is based on the base rents shown in the Rent Roll and approved Management Plan.

(3) Verify that the auditee established and currently maintains a Rent Roll or similar type of document, to record information on total rent, tenant rental payments, and rental assistance payments and that this document is used to control the recording of rental income and the requisitioning of rental assistance payments.

C. Matching, Level-of-Effort, and/or Earmarking Requirements

There are no matching, level-of-effort, or earmarking requirements.

D. Special Reporting Requirements

Compliance Requirements


The contractor must submit the following DECD forms in a timely manner.

(1) Initial Master Agreement and Exhibit A (Certification and Tenant Rent Roll)

(2) Revised Exhibit A for any year in which an amendment is needed.

(3) Payment requisition form, twice per year.

(4) Balance Sheet and Rent Roll must be submitted quarterly.

Suggested Audit Procedures

(1) Obtain copies of submitted documents and review for completeness and submission by required dates.

(2) Trace data in selected reports to supporting documentation for agreement.

Compliance Requirements

All entities are required to submit a reconciliation of expenditures by contract to the amount reported in the State Single Audit Schedule of State Financial Assistance.  The reconciliation should be filed at the same time as the audit report.

Suggested Audit Procedures


Obtain reconciliation of expenditures by contract.

· Trace the amounts reported in the reconciliation of expenditures by contract to the accounting records that support the financial statements for each contract and the schedule of expenditures of state awards.

· Verify agreement or perform alternative procedures to verify the accuracy and completeness of the reports and that they agree with the accounting records.

E. Special Tests and Provisions

There are no special tests or provisions for the auditor to perform.

I.      TC "Resident Services Coordinator" \f C \l "1" PROGRAM OBJECTIVES

The Resident Services Coordinator Program provides grant funds to owners/developers of State financed Elderly Housing to hire staff to perform an evaluation of all tenants.  The evaluation process is used to determine the level of need of each tenant and to help coordinate those services available within the community.  In addition, the Resident Services Coordinator (RSC) position is used to identify conflict among tenants and/or tenants and management and to aid in the reconciliation of these conflicts.

(Section 8-114d, CGS) 

II. PROGRAM PROCEDURES

The Department provides Notice of Funding Availability, along with a program description and application.  Upon a review procedure, including a rating and ranking system, applicants are chosen to participate and offered an Assistance Agreement.  Based on the awarding of the agreement, grantees agree to provide services for which they are advanced funds semi annually, and to provide quarterly and annual reports on the progress of the program. 

III. COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES

A. Types of Services Allowed or Disallowed
Compliance Requirements

(1) Types of services allowed or disallowed will be detailed in each individual grant.

(2) The number of employee’s hours charged to the DECD grant is limited by the number of units served.

Suggested Audit Procedures

(1) Review the contract for specific costs allowed or disallowed. 

(2) Test expenditures and related records to ensure that costs are allowed.

(3) Review employee records to confirm hours charged to DECD grant funds. 

B. Eligibility

The auditor is not expected to test for eligibility.

C. Matching, Level-of-Effort, and/or Earmarking Requirements

There are no matching, level-of-effort, or earmarking requirements.

D. Special Reporting Requirements
Compliance Requirements


The grantee must submit the following DECD forms in a timely manner:

· Assistance Agreement

· Application form (Exhibit A)

· Functional Assessment and Care Plan (Exhibit B)

· Quarterly Report (Exhibit C)

· Year End Narrative Report (Exhibit D)

· Payment requisition form, twice per year.

· Balance Sheet must be submitted quarterly.

Suggested Audit Procedures

(1) Obtain copies of submitted documents and review for completeness and submission by required dates. 

(2) Trace data in selected reports to supporting documentation for agreement.

(3) Test reports to ensure that all tenants have been evaluated and that arrangements have been made for all required services.

E. Special Test and Provisions
Compliance Requirements

The RSC grant award and program cost must be separately accounted for through the Administration Fund in order to permit the preparation of a DECD Certificate of Approved Program Cost and State Funding.

Suggested Audit Procedures
Test financial records and determine that the amounts considered as grant award and program cost are properly recorded.
I.  TC "Small Town Economic Assistance Program (STEAP)" \f C \l "1" PROGRAM OBJECTIVES

The objective of the Small Town Economic Assistance Program (STEAP) is to promote economic and community quality of life for localities ineligible for Urban Act bonds.  Most towns with fewer than 30,000 people are eligible for the grants, which fund a wide range of physical development projects.

(Section 4-66g, CGS)

II.  
PROGRAM PROCEDURES

The state contracts with and provides bond funds to municipalities for economic development projects such as:

1) The construction or rehabilitation of commercial, industrial, and mixed-use structures; and the construction, reconstruction, or repair of roads, access ways and other site improvements, or such other activities approved by the Department of Economic and Community Development (DECD).

2) Urban transit;

3) Recreation and solid waste disposal projects;

4) Social service related projects, including day care centers, elderly centers, domestic violence and emergency homeless shelters, multi purpose human resource centers, and food distribution facilities;

5) Affordable housing projects;

6) Pilot historical preservation and redevelopment programs that leverage private funds; and

7) Other kinds of urban development projects involving economic and community development, transportation, environmental protection, public safety, children and families and social service programs, and library renovations and improvements.

No municipality may receive more than five hundred thousand dollars in any fiscal year under this program.

III. COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES

A. Types of Services Allowed or Disallowed

Compliance Requirements


Services allowed are specified in the grantee’s Assistance Agreement and the Project Financing Plan and Budget with the DECD.

(Sections 4-66g, CGS)

Suggested Audit Procedures

(1) Obtain a copy of the grantee’s Assistance Agreement and Project Financing Plan and Budget and determine allowed costs.

(2) Test expenditure and related records to ensure that costs are allowed.

B. Eligibility

The auditor is not expected to test for eligibility.

C. Matching, Level-of-Effort, and/or Earmarking Requirements

Compliance Requirements

The amount of grantee participation, if any, is determined by project.  The Assistance Agreement and Project Financing Plan and Budget will identify if there is a matching share.  It can be a specific amount or a percentage of cost. 

(Section 4-66g, CGS)

Suggested Audit Procedures

(1) Obtain a copy of the grantee’s Assistance Agreement approved Financing Plan and Budget and determine the amount of grantee participation in the project, if any.

(2) If applicable, examine the grantee’s records and determine that the grantee has complied with the necessary participation amount.

D. Special Reporting Requirements

Compliance Requirements

Programmatic and financial reports may be required under the Assistance Agreement.  DECD requires a semi-annual Balance Sheet and Statement of Program Costs from grantees 30 days after June 30th and December 31st until the expiration of the Financing Plan and Budget.

Suggested Audit Procedures


Review the Assistance Agreement and determine whether reports are required. If required:

· Obtain copies of reports and review for completeness and submission by required dates.

· Trace data in selected reports to supporting documents.

Compliance Requirements

All entities are required to submit a reconciliation of expenditures by contract to the amount reported in the State Single Audit Schedule of State Financial Assistance.  The reconciliation should be filed at the same time as the audit report.

Suggested Audit Procedures

 Obtain reconciliation of expenditures by contract.

· Trace the amounts reported in the reconciliation of expenditures by contract to the accounting records that support the financial statements for each contract and the schedule of expenditures of state awards.

· Verify agreement or perform alternative procedures to verify the accuracy and completeness of the reports and that they agree with the accounting records.

E. Special Test and Provisions
There are no special tests or provisions for the auditor to perform.

I.  TC "Special Contaminated Property Remediation and Insurance Fund (SCPRIF)" \f C \l "1" PROGRAM OBJECTIVES

The Special Contaminated Property Remediation and Insurance Fund (SCPRIF) is a loan program designed to help municipalities and businesses address site contamination problems and to assist in the reuse of "brownfield" sites. The Department of Economic and Community Development (DECD) and the Department of Environmental Protection (DEP) jointly administer the new Special Contaminated Property Remediation and Insurance Fund (SCPRIF). This program was created as a vehicle to redevelop commercial and industrial property that is underutilized due to possible site contamination by providing assistance to quantify remediation costs. The program provides loans to complete environmental site assessments and for the demolition of existing structures necessary to prepare property for reuse. 

The objective of the program is to encourage public and private partnerships to jointly study, remediate, and redevelop previously used industrial and commercial properties. The program seeks to "level the playing field" for underutilized properties by clarifying the environmental conditions, preparing a work plan necessary to meet the appropriate environmental standards, and removing existing obstructions to reuse. The completion of these program activities will encourage private sector reuse of such sites by identifying obstacles to redevelopment. This program is being operated in a cooperative manner between DECD and DEP to assure that remediation and development issues are addressed in a coordinated manner. Loans awarded under this program may be forgiven under certain economic conditions.

II. PROGRAM PROCEDURES

Any municipality, corporation, business or individual is eligible to apply for SCPRIF funds except a person or entity that has created or continues to contribute to the contamination of a site.  In such cases, the person(s) or entity must arrange sponsorship from the municipality where the site is located.  Eligible activities include the preparation of Phase II Environmental Site Assessments, Phase III Environmental Site Investigations and Remedial Action Work Plans, and demolition activities including lead and asbestos abatement removal in "brownfield" areas that are necessary for property redevelopment.  Any demolition activities must be subsequent to a Phase III Environmental Site Investigation.

Applications for financial assistance are approved by the SCPRIF Advisory Board, which in turn makes a recommendation for funding to the Commissioner of DECD.  DECD acts as a liaison with DEP staff during the review process.  The recipient of SCPRIF funds will repay the State upon sale or lease of the property or upon approval of a final remedial action report in accordance with the terms of the program.  In the event that the assessment determines that the redevelopment of the site is not feasible due to the cost of remediation, loans made under the program may be forgiven.

 (Section 22a-133u, CGS)
III. COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES

A. Types of Services Allowed or Disallowed

Compliance Requirements

(1) Costs allowed are described in the grantee’s project Assistance Agreement and Project Financing Plan and Budget with the Department of Economic and Community Development and the approved project documents 

(2) These costs include but are not limited to:

· Phase II Environmental Site Assessments

· Phase III Environmental Site Investigations of real property and Remedial Action Work Plans

· Demolition activities necessary to prepare a property for redevelopment, including lead and asbestos abatement removal (any demolition activities must be subsequent to a Phase III Environmental Site Investigation).

Suggested Audit Procedures

(1) Obtain a copy of the grantee’s Assistance Agreement and approved Project Financing Plan and Budget.

(2) Test expenditures and related records to ensure that costs are allowed.

B. Eligibility

The auditor is not expected to test for eligibility.

C. Matching, Level-of-Effort, and/or Earmarking Requirements

There are no matching, level-of-effort or earmarking requirements.

D. Special Reporting Requirements

Compliance Requirements

(1) Submission of regular written progress reports setting forth in detail the work performed and including copies of all studies, reports and plans generated in connection with the Project is required by the grantee.

(2) Submission of certain other reports may be required by the grantee under the Assistance Agreement.

Suggested Audit Procedures

(1) Review the grantee’s Assistance Agreement for reporting requirements.

(2) Review copies of submitted reports and determine that reports were filed as required.

E. Special Tests and Provisions

There are no special tests or provisions for the auditor to perform.

I.  TC "Special Act Grants" \f C \l "1" PROGRAM OBJECTIVES

The objective of the Special Act Grants program is to provide specific, targeted economic development assistance to municipalities, as decided annually through the Special Act appropriation of the General Assembly.

(Section 8-151, CGS)

II. PROGRAM PROCEDURES

The state contracts for economic development with municipalities and not-for-profit agencies.

III. COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES

A. Types of Services Allowed or Disallowed

Compliance Requirements


Services allowed are specified in the grantee’s Assistance Agreement and approved Project Financing Plan and Budget with the Department of Economic and Community Development.

(Sections 8-151 and 32-1c, CGS)

Suggested Audit Procedures

(1) Obtain a copy of the grantee’s Assistance Agreement and Project Financing Plan and Budget and determine allowed costs.

(2) Test expenditure and related records to ensure that costs are allowed.

B. Eligibility

The auditor is not expected to test for eligibility.

C. Matching, Level-of-Effort, and/or Earmarking Requirements
Compliance Requirements

A matching fund requirement, if any, is determined by project as specified in the Assistance Agreement and Project Financing Plan and Budget.

(Section 32-1c, CGS)
Suggested Audit Procedures

(1) Obtain a copy of the grantee’s Assistance Agreement and Approved Financing Plan and Budget and determine the amount of grantee participation in the project, if any.

(2) If applicable, examine the grantee’s records and determine that the grantee has complied with the necessary participation amount.

D. Special Reporting Requirements

Compliance Requirements

(1) Programmatic and financial reports may be required under the Assistance Agreement.

(2)
All entities are required to submit a reconciliation of expenditures by contract to the amount reported in the State Single Audit Schedule of State Financial Assistance.  The reconciliation should be filed at the same time as the audit report.

Suggested Audit Procedures

(1) Review the Assistance Agreement and determine whether reports are required.  If required:

· Obtain copies of reports and review for completeness and submission by required dates.

· Trace data in selected reports to supporting documents.

(2) Obtain reconciliation of expenditures by contract.

· Trace the amounts reported in the reconciliation of expenditures by contract to the accounting records that support the financial statements for each contract and the schedule of expenditures of state awards.

· Verify agreement or perform alternative procedures to verify the accuracy and completeness of the reports and that they agree with the accounting records.

E. Special Test and Provisions

There are no special tests or provisions for the auditor to perform.

I.  TC "Tax Abatement Program" \f C \l "1" PROGRAM OBJECTIVES

To provide below market-rate financial assistance for repairs to eligible housing.  Eligible housing consists of the housing loan portfolio transferred from the DECD to CHFA pursuant to CGS Section 8-37uu. 

(Section 8-37uu of the CGS)

II. PROGRAM PROCEDURES

Owners of eligible housing that are in good standing with DECD and CHFA may contract with DECD for financial assistance in the form of grants, loans and/or deferred loans.  Grants will be provided only when it is determined by DECD that there is a very low probability that the recipient would be able to repay a deferred loan from future operating funds, refinancing or residual value of the property.  The Contract for financial assistance will require the Owner to continue to operate the project within the statutory requirements and guidelines of the state funding programs(s) that originally created the units.

The Rehabilitation Requirement:  Any reasonable hard and soft cost associated with the maintenance, repair, rehabilitation, and modernization of eligible housing and for other activities consistent with the preservation of eligible housing including but not limited to the following areas in order of priority: (1) emergency repairs to abate actual or imminent emergency conditions that would result in the loss of habitable housing units,   (2) remediation or abatement of hazardous materials, including lead, (3) reduction of vacant units, (4) increases in development mobility and sensory impaired accessibility in units, common areas, accessible rooms, and (5) major systems repairs or upgrades, including but not limited to roofs, windows, mechanical systems and security, and any relocation costs and alternative housing for not more than sixty days, made necessary because of failure of a major building system or emergency condition that would result in a loss of habitable units.

III. COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES

A. Types of Services and Costs Allowed or Disallowed

Compliance Requirements

Funds may be expended by the auditee for specific purposes and amounts as authorized in the approved DECD Project Development Budget and Financing Plan (budget).

(Public Act Nos. 07-04 and 07-05)
Suggested Audit Procedures

(1) Obtain a copy of the grantee’s Assistance Agreement and Project Financing Plan and Budget and determine allowed costs.

(2) Test expenditure and related records to ensure that costs are allowed.

B. Eligibility

The auditor is not expected to test for Eligibility.

C. Matching, Level-of-Effort, and/or Earmarking Requirements
Compliance Requirements 
    The amount of applicant financial participation is determined by project.  The approved DECD Project Financing Plan and Budget will identify if there is a matching share.

Suggested Audit Procedures 
(1) Obtain a copy of the grantee’s Assistance Agreement and Approved Financing Plan and Budget and determine the amount of grantee participation in the project, if any.

(2) If applicable, examine the grantee’s records and determine that the grantee has complied with the necessary participation amount.

D. Special Reporting Requirements

Compliance Requirements 
    Auditees are required to submit Programmatic and semi-annual financial reports to DECD.

Suggested Audit Procedures 
· For financial reports, trace the amounts reported to accounting records that support the audited financial statements and the schedule of expenditures of State awards and verify agreement or perform alternative procedures to verify the accuracy and completeness of the reports and that they agree with the accounting records.

· For programmatic reports, trace the data to records that accumulate and summarize data and perform tests of the underlying data.
E. Special Tests and Provisions
Compliance Requirements

The cost of State-Assisted Housing Sustainability Fund program must be separately accounted for in order to permit the preparation of a DECD Certificate of Approved Program Costs and State Funding on the Housing Sustainability Fund program.

Suggested Audit Procedures


Test financial records, and contract change orders for any contracts issued and determine that the amounts considered as costs of the State-Assisted Housing Sustainability Find program are proper.

Compliance Requirements

The auditee must follow proper bidding procedures as outlined in the contract for financial assistance.

Suggested Audit Procedures

Test the financial records and determine adherence to bidding procedures.
I.  TC "Tax Abatement Program" \f C \l "1" PROGRAM OBJECTIVES

To help the financial feasibility of privately owned nonprofit and limited dividend low and moderate income housing projects by providing reimbursement for taxes abated up to $450 per unit per year for up to 40 years.  The abatement of taxes enables the owners to maintain the rents at an affordable level for the tenants. 

(Section 8-216(a) of the CGS)

II. PROGRAM PROCEDURES

The municipalities receiving tax abatement grants are currently under contractual agreements for the current appropriated level.  In the event the State reduces the Municipal reimbursement amount, rent levels will probably be increased if the municipality also reduces abatement of taxes to mirror the reimbursed level they will receive.

III. COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES

A. Types of Services Allowed or Disallowed

The auditor is not expected to test for allowability.

B. Eligibility

The auditor is not expected to test for eligibility.

C. Matching, Level-of-Effort, and/or Earmarking Requirements

There are no matching, level-of-effort, or earmarking requirements.
D. Special Reporting Requirements

Compliance Requirements


The municipality shall submit a Request for Tax Abatement Reimbursement (Form L-507) to DECD indicating the total assessment, assessment ratio, tax rate, total taxes and total taxes abated on the property.

Suggested Audit Procedures

(1) Obtain copy of submitted Form L-507 and review for completeness. 

(2) Review the Grand List and Tax Rate Book to ensure that the information reported on Form L-507 agrees with the supporting documentation of the municipality.

E. Special Test and Provisions

There are no special tests or provisions for the auditor to perform.

I.  TC "Urban Action Bonds" \f C \l "1" PROGRAM OBJECTIVES

The objectives of the Urban Action Bonds program are to redirect, improve, and expand state activities that promote community conservation and development and improve the quality of life for urban residents of the state.

(Section 4-66c, CGS)

II. PROGRAM PROCEDURES

The state contracts with and provides bond funds to municipalities for economic development projects such as the construction or rehabilitation of commercial, industrial, and mixed use structures; and the construction, reconstruction, or repair of roads, access ways and other site improvements, or such other activities approved by the Department of Economic and Community Development (“DECD”).

III. COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES

A. Types of Services Allowed or Disallowed
Compliance Requirements


Services allowed are specified in the grantee’s Assistance Agreement and Project Financing Plan and Budget with the DECD.

(Section 4-66c, CGS)

Suggested Audit Procedures

(1) Obtain a copy of the grantee’s Assistance Agreement and Project Financing Plan and Budget to determine the allowed costs.

(2) Test expenditure and related records to ensure that costs are allowed.

B. Eligibility

The auditor is not expected to test for eligibility.

C. Matching, Level-of-Effort, and/or Earmarking Requirements
Compliance Requirements

The amount of grantee participation, if any, is determined by project.  The Assistance Agreement and Project Financing Plan and Budget will identify if there is a matching share.  It can be a specific amount or a percentage of cost.

(Section 4-66c, CGS)

Suggested Audit Procedures

(1) Review the grantee’s Assistance Agreement and approved Project Financing Plan and Budget and determine the amount of grantee participation in the project, if any.

(2) If applicable, examine the grantee’s records and determine that it has complied with the necessary participation requirements.

D. Special Reporting Requirements

Compliance Requirements

(1) Programmatic and financial reports may be required under the Assistance Agreement.  DECD requires a semi-annual Balance Sheet and Statement of Program Costs from grantees 30 days after June 30th and December 31st until the expiration of the Financing Plan and Budget.

(2)
All entities are required to submit a reconciliation of expenditures by contract to the amount reported in the State Single Audit Schedule of State Financial Assistance.  The reconciliation should be filed at the same time as the audit report.

Suggested Audit Procedures

(1) Review the Assistance Agreement and determine whether reports are required.  If required:

· Obtain copies of reports and review for completeness and submission by required dates.

· Trace data in selected reports to supporting documents.

(2) Obtain reconciliation of expenditures by contract.

· Trace the amounts reported in the reconciliation of expenditures by contract to the accounting records that support the financial statements for each contract and the schedule of expenditures of state awards.

· Verify agreement or perform alternative procedures to verify the accuracy and completeness of the reports and that they agree with the accounting records.

E. Special Test and Provisions

There are no special tests or provisions for the auditor to perform.

I.  TC "Urban Homesteading" \f C \l "1" PROGRAM OBJECTIVES

To provide home-ownership opportunities to low and moderate income persons, and to return to use as decent, safe, and sanitary housing, vacant, abandoned, and deteriorating residential properties. 

II. PROGRAM PROCEDURES

The program contracts with urban homesteading agencies for services related to providing low interest loans to urban homesteaders for the purchase and rehabilitation of, or construction on, urban homestead property.  The urban homesteading agency shall select from among applicants for urban homestead program property those applicants who in the determination of the agency can acquire the necessary financial and technical resources to rehabilitate or construct, own and manage urban homestead program property.  Such property shall be offered to qualified applicants in accordance with specific priorities.

III. COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES

A. Types of Services Allowed or Disallowed
Compliance Requirements


Loans and grants shall be made from the Urban Homesteading Fund for the purchase, rehabilitation of, or construction on, eligible urban homesteading properties.  Eligible costs are acquisition, rehabilitation, or construction costs determined eligible and approved by the Commissioner of Economic and Community Development.

(Section 8-169w, CGS)
Suggested Audit Procedures

(1) Review the Assistance Agreement and Project Financing Plan and Budget to determine the costs allowed under the program.

(2) Test financial records and reports by examining supporting information to determine whether costs are allowed under the Grant Award.

B. Eligibility

The auditor is not expected to test for eligibility.

C. Matching, Level-of-Effort, and/or Earmarking Requirements

There are no matching, level-of-effort, or earmarking requirements.
D. Special Reporting Requirements
Compliance Requirements


Agencies are required to submit monthly status reports and quarterly financial statements to the Department of Economic and Community Development (“DECD”).

Suggested Audit Procedures

(1) Obtain copies of submitted reports and review for completeness and submission by required dates. 

(2) Trace data in selected reports to supporting documentation.

E. Special Test and Provisions

There are no special tests or provisions for the auditor to perform
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A.
INTRODUCTION

No matter the size of your organization, an effective audit can improve management operations and yield significant dollar savings.  It can also help avoid wasting your organization’s scarce resources on a substandard audit.  This guide can help get the most for your money.  An audit:

Verifies financial transactions and determines whether funds were expended according to applicable laws, regulations and procedures.

Provides DECD management with timelier reporting by recipients and IPAs of noncompliance with Laws and Regulations.

Provides the DECD and grantee management with objective appraisals of financial accounting systems and administrative controls; and

Determines reliability of financial records and reports.

A U.S. General Accounting Office (GAO) report showed that entities with ineffective audit procurement systems stood a 46 percent chance of receiving a substandard audit; that figure dropped to 17 percent for entities that followed systematic audit procurement practices.

This guide is based on guidance developed by the GAO, the National Intergovernmental Audit Forum, the Western Intergovernmental Audit Forum, the Single Audit Information Service and the LSC Audit Guide.

B.
PLANNING:  AN ESSENTIAL FIRST STEP

Planning to obtain a quality audit requires time and attention.  However, the resources spent on planning are likely to be rewarded by a smooth, timely and less expensive audit.

Determining the specific audit requirements.  To find out your audit requirements – a sometimes difficult task – your organization may want to seek the assistance of knowledgeable persons.  An audit committee composed of people with backgrounds in accounting, auditing, finance or management ideally provides this assistance.  Grantees without audit committees may want to seek the assistance of DECD or other DECD recipients.

Identifying the attributes necessary in an auditor.  We suggest that the personnel doing the audit have experience with audits of other DECD funded recipients or similar entities.  Moreover, they must comply with applicable Government Auditing Standards requirements for peer review and continuing professional education.

Deciding how to evaluate prospective audit firms.  Developing a systematic procedure for evaluating firms’ qualifications is essential.  Although price is important, technical qualifications should be a critical measure in selecting an auditor.

Reviewing legal requirements.  Review applicable laws, regulations and grant conditions to ensure that the procurement process and the audit meet legal requirements.

Considering a multiyear agreement.  The first year of an audit engagement usually involves significant start-up costs for an auditor because of the time needed to learn about an organization and its internal control structure.  After completing this groundwork, the auditor usually can work at less cost in the succeeding years.  A multiyear agreement has a dual advantage: it enables an auditor to propose a price that considers the savings to be realized in subsequent years and saves your organization the costs associated with repeating the selection process.  However, contracts or engagement letters should also contain an escape clause that would allow, without significant penalty, modification or cancellation made necessary by changes in the law.

Evaluating the auditor rotation option.  Some people argue that changing auditors at the end of a multiyear contract infuses the audit process with fresh views and new perspectives.  Others contend that these benefits can be achieved through internal rotation of audit staff and that maintaining a long-term, ongoing relationship with a particular auditor is more advantageous.  A long-term relationship with a firm, however, will not necessarily enable your organization to seek out and take advantage of lower priced audits.  Carefully consider the advantages and disadvantages of auditor rotation before setting a policy.

Establish a work schedule.  Develop a schedule that sets dates for achieving certain milestones in the audit process.  The only way to ensure the timely preparation and issuance of financial statements and related reports is to develop and follow such a schedule.

All these suggestions – especially creating and using an audit committee – can help a small entity achieve a quality audit.  Even the smallest organization can appoint a two or three-person audit committee that understands what is to be audited and how the audit should be done.

C.
COMPETITION AND SOLICITATION:  COMMUNICATING AUDIT REQUIREMENTS

Full and open competition is basic to funds oversight and responsibility.  Encouraging as many qualified audit firms as possible to submit audit proposals increases the likelihood of receiving a quality audit at a fair price.  The next step, then, is to express your audit needs to potential bidders.  This step is critical because bidders who do not clearly understand exactly what services are wanted might not respond.

Solicitation.  There are many ways to solicit bids for audits, but the most reliable method – and the one we suggest – is a written request for proposal, or RFP.  RFP’s should be clearly written; setting forth all terms, conditions and evaluation criteria and the scope of the work required.

All potential bidders must understand the requirements of the audit and environment of your organization.  Using your audit committee’s advice when writing an RFP is a good idea.  Committee members should have a clear understanding of both the audit function and what your organization requires of the audit.

The RFP must be sufficiently distributed and publicized to ensure open competition.  Consider compiling a list of potential auditors from general and professional directories and from experiences with audit firms.  The Connecticut Society of CPAs, State Board of Accountancy and other DECD funded recipients are excellent sources of potential auditors.

Connecticut Society of CPAs

State Board of Accountancy

845 Brook Street, Bldg. 2


30 Trinity Street

Rocky Hill, CT 06067-3405


Hartford, CT 06106

(860) 258-4800



(860) 509-6179

It is important to design technical and cost proposal instructions that enable consistent evaluation of proposals using applied evaluation criteria.  The provisions listed below should be included in an RFP.  These provisions can be adapted depending on the size of your entity.

Administrative Information

Background information on your organization

Schedule of funds received and expended by project or grant and Grantor agency

Description and magnitude of your accounting records

Description of your computer system (if applicable)

Fiscal period to be audited

Term of contract engagement

Availability of prior audit reports and working papers

Time Requirements

Date records would be ready for audit

Deadlines for completing interim phases, such as fieldwork and draft report preparation

Contract award date

Final report due date

Working paper retention requirements

Requirements for making work papers available to DECD and other grantors

Work and Reporting Requirements

Auditing standards to be followed

Extent of assistance your organizations will provide the auditor

Specific scope of audit work to be done

Number and types of reports required

Exit conference requirements

Specific audit guide or program to be followed

Additional audit requirements under DECD Compliance Supplement

Minimum audit requirements under applicable laws, such as the Federal and State Single Audit Acts

Proposal Information

Evaluation criteria against which the proposal will be judged

Your right to reject the proposal

Contractual Information

Recourse in case of poor quality work

Equal employment opportunity clause

Termination of contract provisions

Administrative and/or legal remedies for contract violations

Bidders’ Conference.   Although your organization will have been as thorough as possible in preparing your RFP, some information that prospective bidders will find useful may be overlooked.  One effective way of communicating additional information to bidders is a bidders’ conference.  At a bidders’ conference, additional information is provided and prospective bidders can ask any unanswered questions.  Letters and individual conversations could serve the same purposes; however, bringing all bidders together simultaneously to hear the same information is efficient and helps ensure all bidders are treated equally.

Small Entities

Obtaining an extensive list of potential bidders may be difficult for small entities in rural areas.  Soliciting lists from the state society of CPAs, other larger DECD funded recipients and from CPAs in your region that have experience with similar entities is often helpful.

Furthermore, preparing a detailed RFP for a small engagement may be economically impractical.  Abbreviated RFP’s, designed for small engagements, can be designed through tailoring to meet individual needs.  At a minimum, such RFP’s should clearly define the work including the reports and opinions required.

D.
TECHNICAL EVALUATION

Methods for evaluating the technical merit of each audit firms’ proposal should be developed.  These should include the evaluation criteria and their importance in choosing the audit firm best able to do the audit.  The following are some critical factors for evaluating audit proposals:

Responsiveness of the proposal as demonstrated by the necessity and adequacy of proposed procedures, reasonableness of time estimates and timeliness of expected completion and appropriateness of assigned staff levels;

Qualifications of staff who will be assigned to the engagement;

Size and location of the firm;

The range of activities performed by the firm;

The firm’s participation in training and continuing professional education in auditing organizations and programs receiving state and federal funds;

A description of the firm’s quality control procedures;

Results of internal and external quality control reviews of the firm;

Time frames for the fieldwork;

The firm’s data processing capabilities;

The amount of assistance the firm expects from your organization;

Whether the firm is licensed to practice in the state; and

Assurance that the firm’s staff meets the independence standards outlined in Government Auditing Standards.

E.
WRITTEN AGREEMENT:  DOCUMENTING EXPECTATIONS

The lack of a written agreement between your organization and the audit firm can contribute to substandard audits by public accountants.  To foster sound and productive communication and to avoid misunderstandings, both parties should agree in writing on important audit-related matters.  Make clear at the start – before bidders spend time assessing the nature of the job and estimating its costs – that your organization expects to sign a formal document as the culmination of the proposal process.  Audit firms unwilling to commit to signing such a document are better avoided.  Appendix C of this Audit Guide provides a Sample Audit Agreement.

What to Include in a Written Agreement

When using an RFP, the written agreement should incorporate by reference the terms of the RFP and those of the successful bidder’s last proposal.  The written agreement will then clearly specify the:

Audit Scope, objective and purpose;

Deadlines for work to be done;

Audit Cost;

Report format;

Type and timing of support by your organization to the auditor; 

Professional auditing standards to be followed in performing the audit; and

Reference to the DECD Audit Guide

Furthermore, the agreement should make the following points about the auditor/entity relationship, changes in the kind or amount of work required, and access to and ownership of audit products.

The relationship of the auditing firm to your organization is that of independent contractor.

At any time, your organization may, by written notice, make changes in or additions to work or services within the general scope of the agreement.  If such changes are made, an equitable adjustment will be made in the cost of the audit using the rates specified in the agreement.

If the contractor believes that a change in or addition to work is beyond the general scope of the agreement, it must notify your organization in writing within a specified time and before beginning that work.  The agreement should state where the final administrative authority rests in deciding disputes.

The work papers prepared by the contracting auditor during the audit are its own property.  These documents should be retained for the period designated in the DECD Audit Guide and available to authorized representatives of your organization and DECD upon request.  All reports by the contracting auditor to your organization are the exclusive property of your organization and subject to its use and controls, according to applicable laws and regulations.

Small Entities

Without an RFP, many small engagements are documented with an engagement letter.  The engagement letter is typically prepared by the CPA and protects the CPA more than the entity being audited.  If your organization decides to use an engagement letter as the written agreement, the letter must reference that the audit was performed in accordance with the DECD Audit Guide.  Contracts or engagement letters should also contain an escape clause that would allow, without significant penalty, modification or cancellation made necessary by changes in the law.

F.
ENGAGEMENT CONTRACT MANAGEMENT:  ENSURING A QUALITY AUDIT

Because of the needs and expectations of third-party financial statement users, the audit must meet the requirements of the DECD Audit Guide, State Single Audit Act, and the Federal Single Audit Act (OMB Circular A-133), as applicable.  Therefore, prudent management of the audit engagement is crucial.  Monitoring the progress of the audit is the most effective way to ensure that your organization receives the type and quality of audit services specified in the written agreement.  This is a role that your audit committee can carry out most effectively.  The committee can evaluate the audit while it is taking place, addressing and resolving problems before the audit is completed.  It can also review audit results and assist in post-audit quality evaluation.  Thus, not only does the audit product improve but also the working relationship with the auditor is enhanced.

Monitoring is especially beneficial during the first year of a new auditor’s contract and during the audit of a particular unit or segment(s) of your organization that is unique or complex.  Furthermore, monitoring is beneficial throughout the term of a multiyear contract: It provides status reports and helps coordinate the auditing firm’s activities with the audit’s requirements.  Monitoring can be accomplished through conferences between the auditor and key auditee staff once the contract is awarded, at the completion of audit fieldwork, and at the conclusion of audit fieldwork.  Meeting after the completion of the audit to discuss the draft report can help ensure a clear understanding of the report and its findings.  While the responsibility for a quality audit rests ultimately with the auditor, monitoring the work being done as a quality assurance measure is a good idea.

Small Entities

Few small organizations have the resources to thoroughly monitor the work of an auditor.  When audit committee members are unavailable within an organization, composing a committee of volunteers outside the organization may be the answer.

G.
USE OF SMALL AND MINORITY FIRMS

DECD Contracts and OMB Circular A-133 contain policies and standards concerning procurement of audit services from small and minority firms.

The standards are based on several fundamental principles when using public funds to obtain goods and services, including:

1. All offers of services should be accorded equal treatment.  There should be no favoritism granted to any firm and the relationship, to the maximum extent possible, should be “arms-length.”

2. To the maximum extent possible, recipients of public funds should use free and open competition to provide the necessary services.

3. The relationship between the parties (auditee and auditor) provides rights and remedies.  If either party fails to uphold its responsibilities or is forced to do more than is expected under the contract document, legal remedies are available.

 H.
DECD ASSISTANCE
Use of the procedures recommended in this document should result in a more effective and useful audit.  Please direct questions about audit services procurement to the Compliance, Audit and Financial Review Section at (860) 270-8210, (860) 270-8209 or (860) 270-8202.

Appendix C

SAMPLE REQUEST FOR AUDIT PROPOSAL NOTIFICATION

"Organization"

Request For Proposal

Financial and Compliance Auditing Services For The

Period of July 1, 2004 To June 30, 2005 And Options for the Two

Ensuing Fiscal Years
Scope of Audit

Audit to include State-Assisted Elderly Housing Project No. E-_______-Administration Fund with an annual operating Budget of $_______________.  Note: There are no other State Assisted Programs operated or managed by the ________________ Housing Authority, nor is there Federal Financial Assistance to be considered in the scope of this audit (note: Housing Authority must modify this section to fit your Housing Authority’s operation as appropriate). 

Audit must be performed in accordance with the  Audit Guide for Audits of DECD Programs, with auditing standards generally accepted in the USA (GAAS), and with generally accepted government auditing standards (GAGAS or GAAS).  

Contact:

For Financial, Operational and Management Matters contact:




Name: _______________________________




Title: ________________________________




____________________ Housing Authority




Phone: __________________ EMAIL: ______________________




Fax: _________________________________

Response Due Date:
________________________

Contract Period:
One-year audit services are being solicited commencing

with the July 1, 2004 to June 30, 2005 and a two year option period for fiscal years ended June 30, 2006 and June 30, 2007.  The audit for the period July 1, 2004 to June 30, 2005 is required to be filed with the Dept. of Economic and Community Development’s Compliance, Audit and Financial Review Section, cognizant agency of Housing Authority Audits, within 30 days of completion but no later than six months after the audited period.

Delivery of Response:
Responses will be accepted in the Office of the ______________ Housing Authority.  The price quotation should be included in this response.




Address: ________________________





__________________________





__________________________





__________________________

Qualifications

Of Auditor:
Auditors must meet the independence standards of the Government Auditing Standards issued by the Comptroller General of the United States and must have experience with conducting audits of local housing authorities in Connecticut.  Auditors must be familiar with the State Department of Economic and Community Development accounting manuals and regulations.

Some of the requirements that auditors must meet are that they:

· Meet State of Connecticut State Board of Accountancy requirements to practice public accountancy in the State of Connecticut

· Are independent from personal, external and organizational impairments

· Have a record of responsible work

· Have received a positive peer review within the last three years

· Have adequate qualifications, including experience with the type of entity being audited

· Have completed the required continuing professional education 

· Have not been suspended or debarred from performing government audits

· Have not been the object of any disciplinary action during the past three years
Selection of

Auditor:

Proposals will likely be scored based upon responsiveness,




technical experience, qualification of the staff, size and




structure of the firm and the cost of the audit.  An interview




will (may) be conducted for the finalists being considered.

Other:
Since this audit will be comprised of an Elderly State program, the Housing Authority will make available to bidders, upon request, the  Audit Guide for Audits of DECD Programs.  This Guide is also available on the DECD web site Http://www.ct.gov/ecd (under Publications/Miscellaneous Publications).  The Accounting Manual for DECD Financed Housing-Administration Funds and Other Programs is also available on the DECD web site.

Appendix D

SAMPLE AUDIT AGREEMENT

1. This Agreement, between ______________________(the Organization) and ____________________(the Contractor), shall be effective as of the date of execution below.

2. The Contractor will audit the financial records, accounts and statements of (the Organization) as of ________________and for the year ended ______________.  All programs to be audited are as contained in Exhibit A, which is attached to and is a part of this contract.

3. The audit will be conducted in accordance with generally accepted auditing standards; the standards for financial audits contained in Government Auditing Standards issued by the Comptroller General of the United States; and the Audit Guide for Audits of DECD Programs ("DECD Audit Guide").  In addition, if applicable, the audit will be conducted in accordance with the State Single Audit Act (CGS 4-230 to 4-236) and/or the Federal Single Audit Act, Office of Management and Budget (OMB) Circular A-133.

4. The audit will include tests of the accounting records and such other audit procedures as necessary to express an independent opinion on the financial statements and Reports on Compliance with Laws and Regulations and the Internal Control Structure.

5. The Contractor will plan and perform the audit to obtain reasonable assurance about whether the financial statements are free from material misstatement.  Under the concept of reasonable assurance, the Contractor will exercise its judgement about the number of transactions to be examined and the areas to be tested.  There is, therefore, a risk that material errors, irregularities or illegal acts, including fraud or defalcations, may exist and not be detected.  The Contractor will, however, advise immediately the DECD of any such matters that come to its attention.  The Contractor’s responsibility is limited to the period covered by the audit and does not extend to matters that might arise during any later periods.

6. The Contractor, as part of the engagement, will request written representations from (the Organization) attorneys.  Prior to the conclusion of the audit, the Contractor will also request certain written representations from (the Organization) management about the financial statements and related matters.  It is understood that these financial statements are the responsibility of management.  This responsibility includes the maintenance of adequate records and related internal control structure policies and procedures, the selection and application of accounting principles, and the safeguarding of assets.  The Contractor will advise management about the appropriate accounting principles and their application, and will assist in the preparation of the financial statements, if necessary.

7. The Contractor understands that it has the responsibility:

a. to prepare the audit reports in accordance with the requirements of Government Auditing Standards, the DECD Audit Guide (and the State Single Audit Act (CGS 4-230 to 4-236) and/or the Federal Single Audit Act (OMB Circular A-133) as applicable); and

b. to notify DECD within five (5) business days of its termination or cessation of services to the (organization).
8. If the Contractor ascertains that the (organization’s) books and records are not in a sufficiently satisfactory condition for performing an audit, the Contractor shall disclose this deficiency to the (organization).  If the (organization) cannot get its books ready for an audit within 15 days, then the Contractor should notify the DECD.  Notification to the DECD shall be by written communication addressed to the Executive Director, DECD Audit Division, 505 Hudson Street, Hartford, Connecticut 06106.  The Contractor shall await further instructions from the DECD before continuing the audit.
9. Entrance and exit conferences will be held with the (the Organization) management, and the Contractor’ representatives.

10. (The Organization) management responses to draft audit reports will be delivered to the Contractor for inclusion in the final reports, where practical.

11. The contractor will deliver to the (the Organization):

a. Two copies of the draft audit reports no later than ____________________.

b. The original and ___copies of the financial audit reports no later than 180 days after the audited year-end.

c. If a state single audit and/or Federal Single Audit is required, copies of the report must be distributed to the agencies as indicated in the respective laws and regulations within the time frames imposed by such Acts.

12. In consideration for the satisfactory performance of the audit, the Contractor will receive $___________, paid as follows:__________________________________________________________

13. The Contractor will immediately notify the (Organization) of any significant and/or reportable conditions noted during the course of the audit.

14. Audit working papers will be prepared in accordance with Government Auditing Standards, and will be retained by the Contractor for at least three (3) years from the date of the final audit report.  The working papers will be available for examination upon request by authorized representatives of DECD, (and the Comptroller General of the United States and the State of Connecticut Office of Policy and Management if a Federal and/or State Single Audit are performed).  The audit working papers will be subject to a Quality Assurance Review conducted by the DECD or its representative.  DECD or its representatives shall be entitled to reproduce any or all of such documents at their expense for which provision shall be made at the time the need for reproduction arise.

15. The certifications numbered A through H are incorporated by reference and made a part of this Agreement.


16. In the event that there is a significant change in funding from the DECD and/or a change in the legal or regulatory requirements applicable to this audit, (the Organization) shall be allowed either to: 

1) withdraw from this engagement after paying in full for any and all services rendered by (the Contractor) prior to the date of withdrawal; or 2) seek, without penalty, a negotiated modification of this agreement which would result in the satisfaction of the new legal requirements through the services to be performed under the modified agreement.

17. The (Organization) may, at its option and through affirmative action, extend this Agreement for the two (2) option periods covering FYXX and FYXX.  (The Organization) decision on whether or not to exercise the option will be made separately for each of the option years and will be predicated upon the quality of performance during the prior contract period(s), the degree of the Contractor’s compliance with the contract schedule for deliverables, the availability of funds or other justifying reasons.  The contracts for the option years will be governed by the terms of this Agreement, except that due dates will be updated and the Contractor will be paid the following amounts for each of the two option periods.



Option Period 1 (__________, FYXX) $__________



Option Period 2 (__________, FYXX) $__________

18. The fees set by the Agreement are based upon the following assumptions: management will respond promptly to all requests for basic information and/or documentation; the books will have been posted through the year, all adjustments will have been posted; management personnel will prepare cash and other confirmations; and that year-end schedules supporting the account balances will be provided.

19. The Contractor will give an oral presentation of its audit report to the Board of Directors.

20. If circumstances arise that will require additional services and time by the Contractor, the Contractor will notify the (Organization) and obtain its agreement prior to undertaking such activities.  The hourly fee for such agreed to services will be $____.

21. The terms of this Agreement may be modified only in writing, signed by duly authorized representatives of the parties.

22. If the parties are unable to resolve a dispute regarding the acceptability of deliverables under this agreement, the dispute will be submitted to the American Arbitration Association for resolution through binding arbitration.

23. This Agreement, which includes the matter specifically incorporated by reference, constitutes the entire agreement between the parties.

24. This Agreement has been made, and shall be construed, in accordance with the laws of the State of Connecticut.

Executed on the _____ day of (Month), (Year) for the parties by their duly authorized representatives.





---------------------------------------------------

_______________________________


______________________

      [Authorized Organization Official]


    [Authorized Audit Firm]

CERTIFICATIONS

A. The individual signing certifies that he/she is authorized to contract on behalf of the Contractor and to make these certifications.

B. The individual signing certifies that the Contractor is not involved in any agreement to pay money or other consideration for the execution of this agreement, other than to an employee of the Contractor.

C. The individual signing certifies that the Contractor meets the independence standards of the Government Auditing Standards issued by the Comptroller General of the United States.

D. The individual signing certifies that he/she is aware that all individuals to be assigned to the audit have met the GAO Continuing Education Requirement of 80 hours of continuing education every two years; and that 24 hours of this education have been in subjects directly related to the auditing of government grants.

E. The individual signing certifies that he/she has read and understands the GAO requirement of an external quality control review at least once every three years.

F. The individual signing certifies that the Contractor, and any individuals to be assigned to the audit, do not have a record of substandard audit work and have not been debarred or suspended from doing work with any Federal, state of local government.   (If the Contractor or any individual assigned to the audit has been found in violation of any state or AICPA professional standards, this information must be disclosed.)

G. The individual signing certifies that the Contractor does carry professional malpractice insurance or is otherwise adequately self-insured.

H. The individual signing certifies that the contractor does not discriminate against any employee or applicant for employment because of race, color, religion, sex, age, national origin, disability, or any other basis prohibited by law.  The contractor shall take affirmative action to insure that employees are treated during their employment, without regard to race, color, religion, sex, age, national origin, disability, or any other basis prohibited by law.  Such action shall include, but not be limited to, the following: employment, upgrading, demotion, or forms of compensation; and selection for training, including apprenticeship.  The Contractor will, in all solicitations or advertisements for employees placed by or on behalf of the Contractor, state all qualified applicants will receive consideration for employment without regard to race, color, religion, sex, national origin, disability or any other basis prohibited by law.

Dated this________ day of _______________, 20____

____________________________________

(Contractor’s Name)

_____________________________________

(Signature of Contractor’s Representative)

_____________________________________

(Printed Name and Title of Individual Signing)

____________________________________________________________________________

EXHIBIT A

Programs to be Audited

The audit that the Contractor is to perform is to include the following programs or funds and, unless otherwise indicated will be for the period indicated in Section 2 of this Agreement.

Programs to be included:

Programs not to be included:











Appendix E

State of Connecticut

Department of Economic and Community Development

Independent Accountant’s Report on Applying Agreed-Upon Procedures for DECD Grant/Loan Projects

Date

Michael J. Lettieri, Community Development Director

Office of Financial Review

State of Connecticut Department of Economic and Community Development

505 Hudson Street

Hartford, CT 06106

Dear Mr. Lettieri:

We have been requested by {name of entity} (the “Company”) to apply the agreed-upon procedures outlined in DECD Appendix E and enumerated in the attached draft copy of the Report on Applying Agreed-Upon Procedures. The sufficiency of the requested procedures is solely the responsibility of the specified parties of the report. Consequently, we make no representations regarding the sufficiency of the procedures for the purpose for which this report has been requested or for any other purpose.

Because the agreed-upon procedures listed in the attached draft copy of the Report on Applying Agreed-Upon Procedures do not constitute an audit, we will not express an opinion on the specified elements, accounts, or items. In addition, we have no obligation to perform any procedures beyond those listed in the attached draft copy of the Report on Applying Agreed-Upon Procedures.

This draft is furnished solely for the purpose of indicating the form of report that we would expect to issue, the matters expected to be covered in the report, and the nature of the procedures we would expect to perform. Based on our discussions with the Company, it is our understanding that the procedures listed in this draft report are those that the State of Connecticut Department of Economic and Community Development (“DECD”) expects us to perform. Unless the DECD informs us otherwise, we shall assume that there are no additional procedures it wishes us to perform. The text of the report itself will depend, of course, on the results of the procedures, which we would not expect to complete until shortly before our report is issued.

As a specified party to the report, please review the proposed procedures and acknowledge the sufficiency of the procedures by signing the enclosed copy of this letter and returning it to us. If the procedures are not considered to be sufficient, or are not in accordance with your understanding, please provide comments in the space provided below.

Very truly yours,

_______________________________________________




Managing Partner

Name of CPA Firm

RESPONSE:

The procedures listed in the proposed draft copy of the Report on Applying Agreed-Upon Procedures for DECD Grant/Loan Projects are _____ are not _____ sufficient for purposes of the engagement.

COMMENTS:________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

Accepted by ____________________________________

Date______________________


       Michael J. Lettieri, Community Development Director


       Office of Financial Review

	Appendix E

The State of Connecticut 

Department of Economic and Community Development

Agreed Upon Procedures for

DECD Grant/Loan Projects

	1. Obtain from the grantee a comparative budget to actual Statement of Total Program Cost and {name of entity}’s Representation Letter about its compliance with the Assistance Agreement, business proposal and its Statement of Total Program Cost. 

      Report all Findings and Questioned Cost:

2. Using the comparative budget to actual Statement of Total Program Cost, determine that the appropriate matching funds have been contributed by the grantee and that the State Share of expenditures did not exceed the amount and/or percentage of the total cost as defined in the Assistance Agreement.  Include in the Agreed-Upon Report, the comparative budget to actual Statement of Total Program Cost as Exhibit A.

      Report all Findings and Questioned Cost:

3. Review the grantee’s Assistance Agreement and approved Project Financing Plan and Budget and test at least 50% of the State dollars encompassing a broad selection of budgetary line items and at least 50% of the minimum matching share dollars as defined by the Assistance Agreement.  At least 20% of the total number of expenditure transactions should be examined.  (For DECD Tax Credit Programs, contact the DECD Audit Division on an agreed-upon scope modification based on the total cost and number of financial transactions involved).  Examine related records (e.g., invoices, canceled checks, contracts) to ensure that costs asserted were allowed in accordance with the Assistance Agreement and the Project Financing Plan and Budget.

      Report all Findings and Questioned Cost:

4. Ascertain that all expenditures tested were made only for obligations permitted by the budget, incurred after the effective start date of the budget but before the termination of the budget end date.  If expenditures were incurred after the budget period, present a list of expenditures paid after the budget period end date by vendor, date paid, and budget account classification charged. 

      Report all Findings and Questioned Cost:

5. Check the physical existence of facility and fixed assets purchased with DECD funds.  Randomly select fixed asset items purchased with DECD funds to the fixed asset register and physically inspect to ensure the assets are located at the Company’s premises.  

      Report all Findings and Questioned Cost:




Appendix E

SAMPLE REPORT

INDEPENDENT ACCOUNTANT’S REPORT

ON APPLYING AGREED-UPON PROCEDURES 
To the Board of Directors of {name of entity}

  and the State of Connecticut Department of 

  Economic and Community Development

We have performed the procedures enumerated below, which were agreed to by {name of entity} and the State of Connecticut Department of Economic and Community Development (the specified users), solely to assist the users in evaluating management’s assertion about {name of entity}’s compliance with the Manufacturing Assistance Act Assistance Agreement dated {date} and the Project Financing Plan and Budget for the period {contract period}.   This agreed-upon procedure engagement was performed in accordance with standards established by the American Institute of Certified Public Accountants.  The sufficiency of these procedures is solely the responsibility of the specified users of the report.  Consequently, we make no representation regarding the sufficiency of the procedures described below either for the purpose for which this report has been requested or for any other purpose.

{Enumerate the following procedures and include findings.}

1. Obtained from the grantee a comparative budget to actual Statement of Total Program Cost and {name of entity}’s Representation Letter about its compliance with the Assistance Agreement, business proposal and its Statement of Total Program Cost. 

{Report all Findings and Questioned Cost:}

2. Using the comparative budget to actual Statement of Total Program Cost, we determined that the appropriate matching funds have been contributed by the grantee and that the State Share of expenditures did not exceed the amount and/or percentage of the total cost as defined in the Assistance Agreement.   Include in the Agreed-Upon Report, the comparative budget to actual Statement of Total Program Cost as Exhibit A.

     {Report all Findings and Questioned Cost:}

3. Reviewed the grantee’s Assistance Agreement and approved Project Financing Plan and Budget and tested at least 50% of the State dollars encompassing a broad selection of budgetary line items and at least 50% of the minimum matching share dollars as defined by the Assistance Agreement.  At least 20% of the total number of expenditure transactions was examined.  We examined related records (e.g., invoices, canceled checks, contracts) to ensure that costs asserted were allowed in accordance with the Assistance Agreement and the Project Financing Plan and Budget.

     {Report all Findings and Questioned Cost:}

4. We Ascertained that all expenditures tested were made only for obligations permitted by the budget, incurred after the effective start date of the budget but before the termination of the budget end date.  If expenditures were incurred after the budget period, present a list of expenditures paid after the budget period end date by vendor, date paid, and budget account classification charged. 

     {Report all Findings and Questioned Cost:}

5. We checked the physical existence of the facility and fixed assets purchased with DECD funds.  We randomly select fixed asset items purchased with DECD funds to the fixed asset register and physically inspected them to ensure the assets were located at the Company’s premises.

      {Report all Findings and Questioned Cost:}

We were not engaged to, and did not; perform an examination, the objective of which would be the expression of an opinion on management’s assertion.  Accordingly, we do not express such an opinion.  Had we performed additional procedures, other matters might have come to our attention that would have been reported to you.

This report is intended solely for the use of {name of entity and DECD} and should not be used by those who have not agreed to the procedures and taken responsibility for the sufficiency of the procedures for their purposes.

Manual or Printed Signature of Accountant’s Firm

{Date of Completion}

SAMPLE STATEMENT OF TOTAL PROGRAM COST
















Exhibit A

        Name of Entity
                                           

Project No.

Statement of Total Program Cost

For the Period _______ through __________

	Budget Line Item
	Non-DECD Budget
	DECD Budget
	Total

Budget
	Non-DECD

Actual
	DECD Actual
	Total

Actual

	Land Cost
	$256,000
	$15,000
	$271,000
	$256,000
	$14,000
	$270,000

	Appraisal Fees
	
	10,000
	10,000
	
	9,000
	9,000

	Training
	90,000
	
	90,000
	90,000
	
	90,000

	Relocation
	10,000
	
	10,000
	8,500
	
	8,500

	Design Consultant-Arch.
	45,000
	150,000
	195,000
	44,000
	140,000
	184,000

	General Construction
	3,099,000
	325,000
	3,424,000
	2,800,500
	337,000
	3,137,500

	Total Program Cost
	$3,500,000
	$500,000
	$4,000,000
	$3,199,000
	$500,000
	$3,699,000




This budget to actual Statement of Total Program Cost should reflect the latest DECD approved budget amounts and actual amounts expended on the program.

In the above sample, the total amount expended on the project was $3,699,000.  Per the Assistance Agreement, the State assistance was not to exceed the lesser of $500,000 or 50% of the cost of the Project.  The minimum amount of matching share (Non-DECD funding) required to be contributed by the Entity per the Assistance Agreement was an amount equal to the state share or $500,000.  The minimum amount of expenditure dollars tested would be $250,000 of state and $250,000 of non-state expenditures.  At least 20% of the total number of expenditure transactions should be examined.

SAMPLE MANAGEMENT REPRESENTATION LETTER 

WHEN CONDUCTING AN AGREED-UPON PROCEDURES AUDIT
Date

CPA Firm Name

CPA Firm Address

In connection with your agreed-upon procedures engagement of the {name of entity} Business Development Project for the purpose of assisting DECD in evaluating management’s assertion about {name of entity}’s compliance with the Assistance Agreement dated {date} we confirm, to the best of our knowledge and belief, the following representations made to you during your engagement.

1. We are responsible for the fair presentation in the Statement of Total Program Cost, Exhibit A, for the project period from ______________ to _______________ in conformity with the requirements of the State of Connecticut Department of Economic and Community Development.  We understand that, as is customary, your agreed-upon procedures engagement was made in accordance with standards established by the American Institute of Certified Public Accountants, and accordingly, included such tests of the accounting records, and such other auditing procedures as you considered necessary in the circumstances to report on the results of applying agreed-upon procedures.  We further understand that such an agreed-upon procedures engagement would not necessarily disclose all irregularities should there be any.

2. Management is responsible for compliance with laws and regulations and terms and conditions outlined in the Assistance Agreement and Business Proposal.  We have complied with reporting requirements in connection with the State of Connecticut Department of Economic and Community Development.

3. In regard to the DECD project, there have been no:

a) Actions taken by management which contravene the provisions of the State of Connecticut and Local laws or regulations or of contracts and grants applicable to the project.

b) Irregularities involving management or involving employees who have significant roles in the internal control structure.

c) Communication from the State of Connecticut concerning noncompliance with, or deficiencies in, financial reporting practices or the other matters that could have a material effect on the Statement of Total Program Cost.

4. We have made available to you all financial records and related data.

5. In relation to the project, there are no unasserted claims or assessments that legal counsel has advised us are probable of assertion and must be disclosed in accordance with Statement of Financial Standards, Accounting for Contingencies.

6. There are no irregularities involving employees (other than management or those who have significant roles in the internal control structure) that could have an effect on the Statement of Total Program Cost.

7. There are no:

a) Violations or possible violations of laws or regulations whose effects should be considered for disclosure in the financial statement or as a basis for recording a loss contingency.

b) Other liabilities or loss contingencies that are required to be accrued or disclosed.

8. No department or agency of the State of Connecticut has reported a material instance of noncompliance to us in relation to the project.

9. There are no transactions that have not been properly recorded in the accounting records underlying the Statement of Total Program Cost.

10. The entity has complied with all aspects of contractual agreements that would have an effect on the Statement of Total Program Cost of the project.

________________________________________________

Signature and Title of Company Official

Appendix F

State of Connecticut

Department of Economic and Community Development
JOB RETENTION AND CREATION AUDIT PROCEDURES FOR USE BY INDEPENDENT PUBLIC ACCOUNTANTS 

	Audit Planning – Procedures to be performed at DECD or Client’s Office

	
	
	Done By
	W/P Ref.

	1. 
	Review DECD Assistance Agreement and Business Proposal for conditions related to the determination of the number of full-time and/or part-time employment positions to be created and/or retained, the definition of a full-time employee or employment position, the dates required for achieving those employment positions, and the penalties related to not achieving such employment positions. 
	
	

	
	
	
	

	2.
	Have Company fill out Job Evaluation Form (DECD Sample Form B) for the period specified in Assistance Agreement when jobs were to be created and/or retained by or for earlier period if jobs met prior to the end date specified in the Assistance Agreement.
	
	

	
	
	
	

	3.
	If Independent Contractors and Subcontracted Employees are authorized to be included in the employee job totals, have Client fill out the Job Evaluation Form – Independent Contractors & Subcontracted Employees (DECD Sample Form B-1) and obtain Subcontracted Employee Reporting Form (DECD Sample Form B-2) for the period specified in Assistance Agreement when jobs were to be created and/or retained by or for earlier period if jobs met prior to the end date specified in the Assistance Agreement.  Perform audit procedures using the Audit Procedures for Testing Independent Contractors and Subcontracted Employees (DECD Sample Form D).
	
	

	
	
	
	

	4.
	Obtain listing of all payroll reports from start of employment period being tested through the end of the period being tested.  (The period reported by the client in the Job Audit Evaluation Form.) 
	
	


	
	
	
	

	Audit Procedures to be performed at Client’s Office



	5.
	Compare the monthly total number of employees reported by the Company on the Job Evaluation Form (DECD Sample Form B) with the number of employees listed on the Company’s Payroll Report and the Department of Labor (DOL) Form UC-2.  Verify that the total number of employees listed on the Company’s Payroll Report and DOL Forms UC-2 and UC-5 were equal to or greater than the total number of employees reported on the Job Evaluation Form.  Investigate discrepancies and report findings, if necessary.
	
	

	
	
	
	

	6.
	Interview appropriate client personnel (usually personnel and payroll staff) to obtain an understanding of the personnel and payroll process, including employee benefits received, if required in the Assistance Agreement.  Document process from initiation of signed W-4, use and approval of time cards/sheets, recording payroll expense in Cash Disbursements Journal and Payroll Reports, recording in the employee earnings records, recording and submitting information to DOL on Form UC-2 and UC-5A and issuing Form W-2s.
	
	

	
	
	
	

	7.
	Using the Employee List, randomly select a sample of full-time and/or full-time equivalent employees for further testing of employment data using the Job Audit Employee Payroll Test workpaper (DECD Sample Form C).  For the employees selected, examine documentation to determine that the positions met the requirements under the terms of the Assistance Agreement to be classified as full-time (normally an employment position filled by an employee working a minimum of 40 hrs. per week for a minimum of 12 consecutive months) and/or full-time equivalent employment or other qualified employment positions. (Qualified employment count determined by terms of Assistance Agreement).  An auditor should use professional judgment to determine the amount of employees tested.  Generally, an auditor should examine at least:

· 10 employees for employee totals less than 500

· 20 employees for employee totals between 501 and 1,000

· 30 employees for employee totals between 1,001 and 3,000

· 40 employees for employee totals greater than 3,000
	
	

	
	· Obtain payroll reports for the payroll periods to be examined (Select at least one payroll period in the first month and last month of the periods being tested).
	
	

	
	· Trace hours worked on time cards or time sheets to the payroll report to determine if full-time employee criteria met (if required by Assistance Agreement-for hourly employees only).
	
	

	
	· Trace employee name to DOL Form UC-2/UC-5A/B for months tested.
	
	


	
	
	
	

	8.
	If required by Assistance Agreement to create jobs for a certain time frame, obtain listing of all new hires for the specified time period. (Effective 1/1/95, all employers are required to report all new hires (With W-4) to the Department of Labor).
	
	

	
	· Trace new hires to payroll report for selected periods.
	
	

	
	
	
	

	9.
	If discrepancies are found with any of the procedures tested, inquire of management the reasons for such and consider the need to apply one or more additional procedures.  There may be a need to test additional pay periods or additional employees if employee failed to work at least 40 hours or other required criteria wasn’t met.  (A full-time hourly employee may not work 40 hours every week due to time taken off with or without pay.  If necessary, select additional payroll periods to determine that the employee met full-time employee status as specified in the Assistance Agreement.)
	
	

	
	
	
	

	10.
	Complete job audit and conduct exit interview with Company discussing results of onsite job audit.  Complete Agreed-Upon Procedures Job Audit Report (DECD Sample Form A).
	
	











     DECD Sample Form A








SAMPLE AGREED-UPON PROCEDURES JOB AUDIT REPORT

INDEPENDENT ACCOUNTANT’S REPORT

ON APPLYING AGREED-UPON PROCEDURES
To the Board of Directors of {name of entity}

  And the State of Connecticut Department of 

  Economic and Community Development

We have performed the procedures enumerated below, which were agreed to by the State of Connecticut Department of Economic and Community Development (DECD) under the Job Creation and Retention provisions of the Financial Assistance Agreement (Agreement) dated {date} and the Job Audit Procedures and Reporting Format as prescribed by the DECD (Appendix F of the DECD Audit Guide). These procedures were performed solely to assist DECD in evaluating the compliance with the terms of the Agreement with (The Company). This agreed-upon procedure engagement was performed in accordance with standards established by the American Institute of Certified Public Accountants.  The sufficiency of these procedures is solely the responsibility of the specified users of the report.  Consequently, we make no representation regarding the sufficiency of the procedures described below either for the purpose for which this report has been requested or for any other purpose.

BACKGROUND INFORMATION

Provide a brief description of the information outlined in the Business Proposal and Assistance Agreement.  

Example: (The Company) operates a manufacturing facility in XYZ, Connecticut.  It has entered into an agreement with the State of Connecticut DECD to maintain a five-year average employment of 500 full time employees.  The total financial assistance package consisted of a $600,000 Manufactures Assistance Act (MAA) grant and a $400,000 MAA loan.  Under the terms of the Agreement, if certain employment levels are not maintained by (The Company), part of the grant/loan proceeds must be repaid in accordance with the formula outlined in Section (  ) of the Agreement.  Conversely, in accordance with Article (  ), Section (  ) of the Agreement, if at least 500 employment positions are maintained by (Date), the principal of the loan shall be deemed to equal zero.  

AGREED UPON PROCEDURES

The procedures performed were as follows:

1. We obtained the following documents from DECD and the management of  (The Company):

· Assistance Agreement and Business Proposal between DECD and (The Company).

· Listing of all employees or payroll reports from the start of the project (beginning date) to the end of the project (end date) (the List).

2. We reviewed the DECD Assistance Agreement for the conditions related to the determination of full-time employment positions.

3. Using the List, we randomly selected (number of employees tested) employees for further testing of the employment data.  For each selected employee, we obtained the employment records and examined evidence supporting the existence of the employee (signed W-4 or other documentation), and determined that the employment information contained on the List (date of employment, and termination, assignment to new facility, etc.) was accurate. 


{Report all Findings or indicate “We found no exceptions as a result of the procedures”.}

4. For the (number of employees) selected above, we examined documentation to determine that the positions met the requirements under the Assistance Agreement to be classified as a full-time employee or full-time equivalent position (normally full-time employees that work an average of 40 hours per week for at least 12 consecutive months prior to the end date specified in the Assistance Agreement).

{Report all Findings or indicate, “We found no exceptions as a result of the procedures”.}

5. Using the Job Evaluation Form provided by the Company, we compared the number of employees listed to the Payroll Report for the periods tested and have reported the total number of full-time and/or part-time employees on Schedule 1.  We have made a determination that the requirements as stipulated in the Assistance Agreement regarding employment levels (have or have not) been met.  We have calculated the following amount to be repaid to DECD in accordance with the formula outlined in Section (   ) of the Assistance Agreement.  See attached Schedule 1.

{Report all Findings or indicate, “We found no exceptions as a result of the procedures”.}

6. The procedures performed for independent contractors were as follows (required only if independent contractors are authorized in the Assistance Agreement to be included in job totals):

a. We obtained IRS Form 1096 “Annual Summary and Transmittal of US Information Returns” from the Client and determined the total number of IRS Form 1099’s issued by the Client.

b. We compared total number of Independent Contractors listed on Job Evaluation Form-Independent Contractors & Subcontracted Employees with total number of Independent Contractors reported on IRS Form 1096. 

c. For selected independent contractors, we examined supporting documentation (i.e. invoices, statements, time sheets, etc.) to determine if the independent contractor worked an average of at least 40 hours per week for at least 12 consecutive months for the Client.

{Report all Findings or indicate, “We found no exceptions as a result of the procedures”.}

7. The procedures performed for subcontractors were as follows (required only if subcontractors are authorized in the Assistance Agreement to be included in job totals):

a. We obtained subcontractor agreements entered into with Client.

b. For subcontracted employees, we compared total number of subcontracted employees reported on Job Evaluation Form – Independent Contractor & Subcontracted Employees (DECD Sample Form B-1) with the information provided and certified by subcontractor on the Subcontracted Employee Reporting Form (DECD Sample Form B-2) to agree the number of subcontracted employees that are providing services to the Client.  

{Report all Findings or indicate, “We found no exceptions as a result of the procedures”.}

8. If necessary, we inquired of Company management as to why the employment level reported was less than the amount to be created and retained.

{Report all Findings}

CONCLUSION

We were not engaged to, and did not; perform an examination, the objective of which would be the expression of an opinion on the accompanying employment records.  Accordingly, we do not express such an opinion.  Had we performed additional procedures, other matters might have come to our attention that would have been reported to you.

This report is intended solely for the use of the State of Connecticut DECD, and should not be used by those who have not agreed to the procedures and taken responsibility for the sufficiency of the procedures for their purposes.

Manual or Printed Signature of Accountant’s Firm

{Date of Completion}

Schedule 1

State of Connecticut

Department of Economic and Community Development

Agreed-Upon Procedures – (The Company)

Schedule of Employment Positions

1.  Number of Full-Time and/or Part-Time Positions (depending on terms of the Assistance Agreement)

	Month/Year
	Qualified Employees
	Independent

Contractors
	Subcontracted

Employees
	Total

	Jan
	
	
	
	

	Feb
	
	
	
	

	Mar
	
	
	
	

	Apr
	
	
	
	

	May
	
	
	
	

	June
	
	
	
	

	July
	
	
	
	

	Aug
	
	
	
	

	Sept
	
	
	
	

	Oct
	
	
	
	

	Nov
	
	
	
	

	Dec
	
	
	
	


Expand form to include calculation of repayment, if necessary.

2.  Calculation of Penalty for failing to meet job retention/creation terms.









DECD Sample Form B

	State of Connecticut – Department of Economic and Community Development
	
	
	
	

	JOB EVALUATION FORM
	
	
	
	

	
	
	
	
	
	
	

	Date:
	
	
	
	DECD Loan:  $__________________

	
	
	
	
	DECD Grant: $_________________

	Company:
	
	
	
	
	
	

	Address:
	
	
	
	
	
	

	
	
	
	
	Jobs Retained:____________
	

	
	
	
	
	Jobs Created:_____________
	

	Contact:
	
	
	
	Total:_____________________
	

	Phone:
	
	
	
	
	
	

	
	
	
	
	
	
	

	JOB CREATION TIMEFRAME:
	
	
	
	

	Start Date:__________________ End Date:_________
	
	
	

	Full Time Positions at___________________ =______________
	
	

	
	
	
	
	
	
	

	
	
	
	Full-Time Jobs
	Part-Time Jobs
	Total  
	

	
	
	
	Retained at
	Retained at
	Jobs
	

	
	
	Year
	Month End
	Month End
	Retained
	

	
	JANUARY
	
	
	
	
	

	
	FEBRUARY
	
	
	
	
	

	
	MARCH
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	Full-Time Jobs
	Part-Time Jobs
	Total  
	

	
	
	
	Retained at
	Retained at
	Jobs
	

	
	
	Year
	Month End
	Month End
	Retained
	

	
	APRIL
	
	
	
	
	

	
	MAY
	
	
	
	
	

	
	JUNE
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	Full-Time Jobs
	Part-Time Jobs
	Total  
	

	
	
	
	Retained at
	Retained at
	Jobs
	

	
	
	Year
	Month End
	Month End
	Retained
	

	
	JULY
	
	
	
	
	

	
	AUGUST
	
	
	
	
	

	
	SEPTEMBER
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	Full-Time Jobs
	Part-Time Jobs
	Total  
	

	
	
	
	Retained at
	Retained at
	Jobs
	

	
	
	Year
	Month End
	Month End
	Retained
	

	
	OCTOBER
	
	
	
	
	

	
	NOVEMBER
	
	
	
	
	

	
	DECEMBER
	
	
	
	
	

	
	
	
	
	
	
	

	
	ATTESTED TO:
	
	
	
	

	
	SIGNATURE:
	____________________________________
	
	

	
	TITLE:
	____________________________________
	DATE:_____________


DECD Sample Form B-1

	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	State of Connecticut
	
	
	
	
	
	

	Department of Economic and Community Development
	
	
	
	

	
	
	
	
	
	
	
	
	

	JOB EVALUATION FORM – INDEPENDENT CONTRACTORS & SUBCONTRACTED EMPLOYEES
	
	
	

	
	
	
	
	
	
	
	
	

	Client: _________________________
	Number of Jobs to be Retained:
	
	

	Address:________________________
	Number of Jobs to be Created:
	
	

	_______________________________
	Total Jobs Created and Retained:
	
	

	_______________________________
	Date Employment Obligation to be met:
	
	

	Contact: __________________________________
	
	
	
	
	

	Phone: ___________________________________
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	# of Subcontracted Employees
	

	
	
	Total
	Qualified
	
	
	
	
	

	
	
	Full-Time
	Independent
	
	
	
	
	

	
	
	Qualified Client
	Contractors
	
	Company
	Company
	
	

	Month
	Year
	Employees
	of Client
	
	1
	2
	Others
	Totals

	Jan
	
	
	
	
	
	
	
	

	Feb
	
	
	
	
	
	
	
	

	Mar
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Apr
	
	
	
	
	
	
	
	

	May
	
	
	
	
	
	
	
	

	June
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	July
	
	
	
	
	
	
	
	

	Aug
	
	
	
	
	
	
	
	

	Sept
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Oct
	
	
	
	
	
	
	
	

	Nov
	
	
	
	
	
	
	
	

	Dec
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Totals
	
	
	
	
	
	
	
	

	Average
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	I hereby certify that the number of full-time qualified employees listed on this form
	

	are paid within the State of Connecticut, provided majority of their services to their Client in the CT

	facility, and worked an average of at least 40 hours per week for at least 12 consecutive months.

	
	
	
	
	
	
	
	
	

	Certified By:
	
	
	
	
	
	
	

	Signature: __________________________________
	
	
	
	
	

	Title: ______________________________________
	
	
	
	
	

	Date: ______________________________________
	
	
	
	
	


DECD Sample Form B-2

	
	
	
	
	
	
	
	

	State of Connecticut
	
	
	
	
	
	
	
	

	Department of Economic and Community Development 
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	 SUBCONTRACTED EMPLOYEE REPORTING FORM
	
	
	
	
	

	(To be provided by Subcontractor Company providing employees to Client)

	
	
	
	
	
	
	
	
	
	

	Company Name:__________________________________
	
	
	
	
	

	Address:_____________________________________________________________________
	
	
	
	
	
	

	State:_________________________________
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Contact:_________________________________
	
	
	
	
	

	Phone:__________________________
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	Total Full-Time
	
	
	
	
	
	
	

	
	
	Qualified
	
	
	
	
	
	
	

	
	
	Employees
	
	
	
	
	
	
	

	
	
	providing services
	
	
	
	
	
	
	

	Month
	Year
	to Client
	
	
	
	

	Jan
	
	
	
	
	
	
	
	
	

	Feb
	
	
	
	
	
	
	
	
	

	Mar
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Apr
	
	
	
	
	
	
	
	
	

	May
	
	
	
	
	
	
	
	
	

	June
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	July
	
	
	
	
	
	
	
	
	

	Aug
	
	
	
	
	
	
	
	
	

	Sept
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Oct
	
	
	
	
	
	
	
	
	

	Nov
	
	
	
	
	
	
	
	
	

	Dec
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Totals
	
	
	
	
	
	
	
	
	

	Average
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	I hereby certify that the number of employees reported on this form and listed on the attached form(s) 
	
	

	are paid within the State of Connecticut, provided a majority of their services to the client in CT,

	and worked an average of at least 40 hours per week for at least 12 consecutive months.
	

	
	
	
	
	
	
	
	
	
	

	Certified By:
	
	
	
	
	
	
	
	

	Signature: __________________________________
	
	
	
	
	

	Title: ______________________________________
	
	
	
	
	

	Date: ______________________________________
	
	
	
	
	


DECD Sample Form B-2 continuation sheet

	State of Connecticut
	

	Department of Economic and Community Development 

	
	
	

	 SUBCONTRACTED EMPLOYEE REPORTING FORM

	(To be provided by Subcontractor Company providing employees to Client)

	
	
	

	Company Name: __________________________________

	Address: _________________________________________________________________________________________________________

	State: ___________________________________

	
	
	

	Contact: _________________________________

	Phone: __________________________________


Provide a listing of employees and their positions for all employees that provided services to the Client during the employment period being reported to the Client.  Use additional sheets if necessary.

	
	Employee 

Name
	Employee 

Position
	
	Employee 

Name
	Employee Position

	1
	
	
	21
	
	

	2
	
	
	22
	
	

	3
	
	
	23
	
	

	4
	
	
	24
	
	

	5
	
	
	25
	
	

	6
	
	
	26
	
	

	7
	
	
	27
	
	

	8
	
	
	28
	
	

	9
	
	
	29
	
	

	10
	
	
	30
	
	

	11
	
	
	31
	
	

	12
	
	
	32
	
	

	13
	
	
	33
	
	

	14
	
	
	34
	
	

	15
	
	
	35
	
	

	16
	
	
	36
	
	

	17
	
	
	37
	
	

	18
	
	
	38
	
	

	19
	
	
	39
	
	

	20
	
	
	40
	
	


DECD Sample Form C

	State of Connecticut
	
	
	
	
	
	
	
	
	
	
	
	

	Department of Economic and Community Development
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	JOB AUDIT EMPLOYEE PAYROLL TEST
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Grantee:
	
	
	
	
	
	
	
	Employment Data
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	Per Job Evaluation Form
	
	
	
	

	Number of Jobs to be Retained:
	
	
	
	
	Mth./Yr.
	Full Time
	Part Time
	Total
	Total Per DOL

UC-2
	
	Total Per

P/R Report
	

	Number of Jobs to be Created:
	
	
	
	
	
	
	
	
	
	
	
	
	

	Total Jobs Created and Retained:
	
	
	
	
	
	
	
	
	
	
	
	
	

	Date Employment Obligation to be met:
	
	
	
	
	
	
	
	
	
	
	
	

	Employment Period Tested:
	
	
	
	
	
	
	
	
	
	
	
	
	

	Payroll Periods Tested:
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Employee
	
	
	Examine evidence supporting existence of employee (signed W-4). (Yes or No)
	Trace employee name to Payroll Register/Report for at least two pay periods. Include payroll periods in the first month and 12th month of period tested to determine if employee or employment position existed for at least 12 consecutive months. (Yes or no).
	Trace hours worked from time cards or time sheets (for hourly workers) to Payroll Register/Report to determine if employee met full-time criteria listed in Assistance Agreement.  Recalculate gross pay for hourly employees. List hours worked if hourly employee.
	
	Exceptions/ Notes

	
	
	
	
	
	Wk 1
	Wk 2
	Wk 3
	Wk 4
	Wk 1
	Wk 2
	Wk 3
	Wk 4
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	


DECD Sample Form D

State of Connecticut

Department of Economic and Community Development
AUDIT PROCEDURES FOR TESTING INDEPENDENT CONTRACTORS AND SUBCONTRACTED EMPLOYEES USED TO DETERMINE TOTAL EMPLOYEES 

· All Independent Contractors working for and paid directly by the Client and Subcontractors working for and paid by a company other than the Client (the Company that entered into an Assistance Agreement with the State) that are paid within this state and that work an average of at least 40 hours per week for at least 12 consecutive months (refer to Assistance Agreement for actual Terms).

· All subcontracted employees must have provided services to the Client.

Audit Procedures for Independent Contractors of Client:

1. Obtain IRS Form 1096 “Annual Summary and Transmittal of US Information Returns” from the Client and determine the total number of IRS Form 1099’s issued by Client.

2. Compare total number of Independent Contractors listed on Job Evaluation Form –Independent Contractors & Subcontracted Employees (DECD Sample Form B-1) with total number of Independent Contractors (IRS Form 1099s) reported on IRS Form 1096.

3. For selected independent contractors, examine supporting documentation (i.e. invoices, billing statements, time sheets, etc.) to determine if independent contractor worked an average of at least 40 hours per week for at least 12 consecutive months for the Client. 

Audit Procedures for Subcontractors hired by Client:

1. Obtain subcontractor agreements entered into with Client pertaining to the Total Number of Subcontracted Employees reported on the Job Evaluation Form – Independent Contractors & Subcontracted Employees (DECD Sample Form B-1).

2. For subcontracted employees, obtain listing of names and positions for employees working at or providing services to Client.  Have Subcontractor Company certify that employees worked in the State of Connecticut or provided majority of services to the Client in the State of Connecticut by filling out the Subcontracted Employee Reporting Form (DECD Sample Form B-2).  
3. Compare total number of subcontracted employees reported on Job Evaluation Form – Independent Contractor & Subcontracted Employees (DECD Sample Form B-1) with the information provided and certified by subcontractor on the Subcontracted Employee Reporting Form (DECD Sample Form B-2) to agree the number of subcontracted employees that are providing services to the Client. 

4. Determine that the total number of subcontracted employees does not exceed the ratio or number of qualified subcontracted employees to the qualified client employees outlined in the client’s business proposal or the Assistance Agreement. 

Appendix G

Audits - Frequently Asked Questions - FAQ

FAQ Contents

A. Single Audits - FAQ: 

1. Is my organization required to conduct a (Federal or State) Single Audit? 

2. What if my organization did not meet the threshold of expenditures during our fiscal year? 

3. How do I use the DECD Audit Guide as a Supplement to my Federal and/or State Single Audit?

4. What is required to be submitted for a Single Audit? 

5. Does DECD require a reporting package mailed to DECD and when is it due? 

6. Where can I find more information about the Single Audit Process?

B. Program-Specific Audits - FAQ:

1. When is a Program-specific audit required of a DECD program?

2. What must a DECD Program-specific audit include according to the DECD Audit Guide?

3. When is the reporting package due to DECD?

C. Agreed-Upon Procedures (Grant/Loan Contracts) - FAQ:

1. What is an Agreed-Upon Procedure Report on DECD Grant/Loan Contracts that is   found in Appendix E of the DECD Audit Guide and when is it applicable?

D. Agreed-Upon Procedures/Job Audit-FAQ:

1. I have been contracted to do an employment audit of a company in accordance with the DECD Audit Guide.  What is required?

​​​​​​​​E. Housing Development Cost Certifications –FAQ:

1. What audit guidance is available for the Development Cost Certifications required by certain HUD Programs? 

______________________________________________________________________________  

A. Single Audits: 

1.   Is my organization required to conduct a (Federal or State) Single Audit? 

· Federal Single Audit:  According to Subpart B – Audits §___ .200 (a) of the OMB Circular A-133, www.whitehouse.gov/omb/circulars/a133/a133.html#b
“Non-Federal entities that expend $300,000 ($500,000 for fiscal years ending after December 31, 2003) or more in the organization’s fiscal year in Federal awards shall have a single or program-specific audit conducted for that year in accordance with the provisions of this part.  Guidance on determining Federal awards expended is provided in §___ .205.”  

· Non-Federal entity is defined as a state, local government, university, or non-profit organization.  For-profit entities are not subject to Federal Single Audits.  

· State Single Audit:  According to Connecticut General Statutes (CGS) Sec. 4-231, www.cga.ct.gov/2007/pub/Chap055b.htm#Sec4-231.htm “When single audits required or program-specific audits. (a) (1) Each nonstate entity which expends a total amount of state financial assistance equal to or in excess of one hundred thousand dollars ($100,000) in any fiscal year of such nonstate entity beginning on or after July 1, 1998, shall have either a single audit or a program-specific audit made for such fiscal year, in accordance with the provisions of subdivision (2) or (3) of this subsection and the requirements adopted pursuant to section 4-236.”

· Non-state entity is defined as a municipality, tourism district, audited agency or non-profit agency.  For-profit entities are not subject to State Single Audits.

2. 
What if my organization did not meet the threshold of expenditures during our fiscal year? 

· Federal Single Audit:  If a Non-Federal entity received a Federal award passed through the DECD, but expended total Federal awards less than the threshold, notify the DECD’s Office of Financial Review - Audit Section in writing of the exemption from the Federal Single Audit Act’s audit requirements using the Certification of Intent to File form (link to form).

· State Single Audit:  If a Non-state entity expended total state financial assistance less than the threshold, notify your designated cognizant agency for the State Single audit in writing of the exemption from the State Single Audit Act’s audit requirements using a State Single Audit Exemption Notification form located on OPM’s website: http://www.ct.gov/opm/cwp/view.asp?a=2985&q=383096&opmNav_GID=1807. 
3.   How do I use the DECD Audit Guide as a Supplement to my Federal and/or 

State Single Audit?

· Include a cumulative statement of program cost for all DECD grant/loan contracts as either a financial statement, supplemental schedule or as a note to the financial statements.  The inclusion of this statement will facilitate the financial closeout of the DECD program.  

· Use the financial statement format outlined in the matrix in Exhibit 4-2, of the Audit guide http://www.ct.gov/ecd/cwp/view.asp?a=1096&q=249676 and

· Use the DECD compliance supplement called “Housing Administration Fund Programs” (not available in the Single Audit Supplements) to test for compliance over the following State Financed Housing Programs that have ongoing compliance requirements:  Moderate Rental, Affordable, Elderly, and Congregate Housing (found in Appendix A http://www.ct.gov/ecd/cwp/view.asp?a=1096&q=249676 of the DECD Audit Guide).   

4.   What is required to be submitted for a Federal and State Single Audit? 

· Federal Single Audit: According to §___ .320 of the OMB Circular A-133 http://www.whitehouse.gov/omb/circulars/a133/a133.html, the following must be submitted:

a) A completed Form SF-SAC as described in §___ .320 of the OMB Circular A-133.  

b) Complete copy of the Single Audit reporting package as described in §___ .320 of the OMB Circular A-133 including:

1. Financial Statements

2. Schedule of Expenditures of Federal Awards

3. Summary Schedule of Prior Audit Findings

4. Opinion on Financial Statements

5. Report on Internal Control

6. Report on Compliance

7. Schedule of Findings and Questioned Costs

8. Corrective Action Plan (if applicable)

9. Opinion or Disclaimer of Opinion on Schedule of Expenditures of Federal Awards

· State Single Audit:  In accordance with Section 4-236-23(a) of the Regulations of Connecticut State Agencies, a complete Single Audit reporting package including: 

1. Opinion on Financial Statements and Opinion or Disclaimer of Opinion on Schedule of Expenditures of State Financial Assistance

2. Report on Internal Control and Reports on Compliance (financial statements)

3. Report on Internal Control and Report on Compliance (major programs)

4. Schedule of Expenditures of State Financial Assistance

5. Schedule of Findings and Questioned Costs

6. Corrective Action Plan (if applicable)

Management Letter (if applicable)
5.  Does DECD require a complete reporting package mailed to it and when is it due?

· Federal Single Audit:  Yes, DECD requires a copy of the reporting package for DECD Federal Awards be submitted within the earlier of 30 days after receipt of the auditor’s report(s), or nine months after the end of the audit period unless a longer period is agreed to in advance by the cognizant or oversight agency for audit.  Please send the reporting package to DECD either electronically (in PDF format) to the Office of Financial Review – Audit Section: (email address to be established) or mail to:



 Office of Financial Review – Audit Section



 State Dept. of Economic and Community Development


 505 Hudson Street



 Hartford, CT 06106 

· State Single Audit:  Yes, DECD requires a copy of the reporting package for  DECD State Financial Assistance be submitted within the earlier of 30 days after receipt of the auditor’s report(s) or six months after the end of the audit period unless a longer period is agreed to in advance by the cognizant agency for audit.  Please send the reporting package either electronically (in PDF format) to the Office of Financial Review – Audit Section: (email address to be established) or mail to:



Office of Financial Review – Audit Section



State Dept. of Economic and Community Development



505 Hudson Street 



Hartford, Ct 06106

6.  Where can I find more detailed information about the Federal and State Single Audit Process?

· Federal Single Audit: The Federal Audit Clearinghouse (FAC) operates on behalf of the U.S. Office of Management and Budget (OMB).  It provides reference information about the Federal Single Audit Process and OMB Circular A-133 Compliance Supplement.  The FAC website is found at http://harvester.census.gov/sac
· State Single Audit:  Connecticut’s Office of Policy and Management (OPM)’s Intergovernmental Policy Division provides technical assistance for the State Single Audit Act (Chapter 55b of the Connecticut General Statutes) including the Municipal Auditing Act (Chapter 111 of the Connecticut General Statutes).  The OPM publishes the State Single Audit Compliance Supplement, a publication which assists independent auditors and state financial assistance recipients in completing the compliance testing requirements of the State Single Audit.  OPM provides frequently requested forms and documents at www.ct.gov/opm/cwp/view.asp?a=2984&q=383096 

B. Program-Specific Audits:

1.   When is a Program-specific audit required of a DECD program?

· When the Single Audit threshold of expenditures is met, an auditee under certain circumstances may elect to have a program-specific audit conducted instead of a Single Audit.   [To determine if a Non-Federal entity qualifies for this election, OMB Circular A-133 should be consulted for specific guidance relative to this option for Federal Awards]  [To determine if a Non-state entity qualifies for this election, Sections 4-230 through 4-236 of the Connecticut General Statutes and applicable regulations should be consulted for specific guidance relative to this option for State Financial Assistance].  

· When a State Statute, Program Regulation or DECD Contract requires program-specific or project audit coverage and the Auditee is not subject to a State and/or Federal Single Audit, a Program-specific audit is required in accordance with the DECD Audit Guide or a Federal Program-specific audit guide if applicable.

2.   What must a DECD Program-specific audit include according to the DECD Audit Guide?

· Entire program period and all income and expenditures related to the program.  

· Independent Auditors Report on the Financial Statements and Supplemental Schedules 

· Financial Statements as outlined in the Financial Statement Matrix, Exhibit 4-2, of the Audit Guide http://www.ct.gov/ecd/cwp/view.asp?a=1096&q=249676
· Report on Internal Control over Financial Reporting and on Compliance Based on an Audit of Financial Statements performed in Accordance with Government Auditing Standards

· Schedule of Findings and Questioned Costs
· Status of Prior Audit Findings
· Corrective Action Plan (if applicable)
· Report on Illegal Acts (issued only when illegal acts are detected)

3.  When is a DECD Program-specific audit due to DECD and where should it be sent?

      The audit due date is defined by the DECD Grant/Loan contract..

· If the auditee is a For-profit entity, the DECD Grant/Loan contract will specify the audit filing due date, as either 60 or 90 days after the project completion date.  The completion date refers to the DECD approved budget period “end date” indicated on the latest DECD approved financing plan and budget for the project.   For questions or requests for extensions, contact the Office of Financial Review – Audit Section.

· If the auditee is a Non-state entity or Non-Federal entity eligible to file a Project-specific audit instead of a Single audit under State or Federal Single Audit guidelines, the due date will follow the applicable requirements allowed under each.  

· Please send the reporting package to DECD either electronically (in PDF format) to the Office of Financial Review – Audit Section: (email address to be established) or mail to:



 Office of Financial Review – Audit Section



 State Dept. of Economic and Community Development


 505 Hudson Street



 Hartford, CT 06106 

C. Agreed-Upon Procedures (Grant/Loan Contracts):
1.   What is an Agreed-Upon Procedure Report on DECD Grant/Loan Contracts that is  found in Appendix E of the Guide and when is it applicable?    

· An Agreed-Upon Procedure Report is an alternative to a Program-specific audit for certain Grant/Loan contracts.  It requires a prior written agreement with the DECD’s Office of Financial Review – Audit Section.  The request must be made in advance using the Request Letter found in Appendix E of the DECD Audit Guide.  For example: 

· A for-profit auditee that received Manufacturing Assistance Act (MAA) Funds whose contract requires that a project audit be filed with DECD within 90 days of project completion; and who is not subject to other State or Federal Audit requirements.

· A for-profit auditee that received a Federal Award whose contract requires that a project audit/audited cost certification be filed with DECD within 90 days of completion; and who is not subject to other State or Federal Audit requirements.

D. Agreed-Upon Procedures/Job Audit:

1.  I have been contracted to do an employment audit of a company in accordance with the DECD Audit Guide.  What is required?

· Appendix F of the Audit Guide contains Detailed Job Retention and Creation Audit procedures to be completed by Independent Public Accountants. The appendix includes a sample Independent Accountant’s Report on Applying Agreed-Upon Procedures outlined in Appendix F.  This report should be filed with DECD’s Office of Financial Review - Audit Section and with the Company.

________________________________________________________________________

E. Housing Development Cost Certifications: 

1. What audit guidance is available for the Housing Development Cost Certifications required of certain HUD Programs?

· The HUD Handbook 2000.4, REV-2, Audit Guide for Audits of HUD Programs (and its subsequent revisions) is authorized or required for certain HUD Program development cost certifications and/operational audits. Refer to the HUD Handbook, including Chapter 5, Development Cost Certification Audit Guidance.  It is intended for use by for-profit mortgagors to provide audit guidance for the audit of development cost certifications of certain HUD programs.  However, as stated in the Handbook, this chapter can also be used to provide audit guidance to not-for-profit mortgagors for their audits of development cost certifications as provided for under OMB Circular A-133, paragraph 235(a), program-specific audit guide available.

For Technical Assistance:

For further information, please contact:

Office of Financial Review – Audit Section at: 860-270-8209 or 860-270-8128.
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