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FIRST THINGS FIRST...

Some of you may know Mayor Bill de Blasio has appointed

.y .. | D
Gladys Carridn to serve as the new ACS Commissioner. We romm e

look forward to introducing her to you in our next issue. 12/20  Deadline for Contractor Data
Request (survey, board mem-
“Happy New Year to all!” bers, org charts)

1/14  NYC Disabilities Symposium

1/15  City Wide Directors Meeting

Hootmail is a newsletter for the EarlyLearn community.

Visit nyc.gov or call 311 to find an EarlyLearn program. EarlyLe arn | o e W I

Bill de Blasio
Mayor




SOME REMINDERS...

EARLYLEARN NYC CONTRACT AUDIT GUIDELINES FY13 The audit for the fiscal period October 1, 2012 through June 30, 2013
will be due on Wednesday, April 30, 2014. Please see Hoot Attachments.

EARLYLEARN NYC CONTRACTOR SURVEYS EarlyLearn agencies were asked to submit a contractor survey, sponsoring board member
listing and staff organization chart by Friday, December 20. Many thanks to all the agencies who have already submitted their docu-
ments - particularly to East Harlem Council for Human Services, Inc. for being the first to submit. We will be reviewing the items and
adding new emails to our communications on a rolling basis. We will also be sharing the board member listings with our contracting
office. ( Please ensure you are providing personal contact info for at least the board chair if you would like ACS to be able to contact
your board directly.)

If you have any questions about this request, please contact :
Barbara Alicea Barbara.Alicea@dfa.state.ny.us or
Alyson Grant Alyson.Grant@dfa.state.ny.us

LOOK OUT FOR...

JANUARY CITY WIDE DIRECTORS MEETING .The January Citywide Directors Meeting
will take place on Wednesday, January 15" at the ACS Children’s Center. The morning

session will be 9:15am-12:30pm and the afternoon session will be 1:15pm-4:30pm. This (
meeting will focus on Self Assessment 2014 and many other essential issues. To register
o= >

now ,click here.

'

FAaciLITIES CORNER Unfortunately, fire alarms often don’t give much warning before
they need repair or replacement. See the Hoot Attachments for tips on how to ensure that children and staff in your center are safe at
all times.
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INFO FORTHE ENTIRE EARLYLEARN COMMUNITY

EARLYLEARN MARKETING MATERIALS

We hope that you are enjoying and using your EarlyLearn NYC
marketing materials to recruit families. Marketing materials
are available to all EarlyLearn sites. If your site has not re-
ceived your marketing materials, we ask that you please
check with your central office or contact Tovah Gottesman .

SHOW YOUR PRIDE!

We really don’t get tired of seeing pictures of your EarlyLearn Programs. Here are some beautiful pictures of their Holiday
Events sent to us from the Belmont Community Day Care in the Bronx. Well done, folk! Keep ‘em coming!

GOT PICTURES??

Have you taken part in events in your community that support the work we do in EarlyLearn NYC? Send some pics in!
Let the whole city enjoy what you are doing!

Click here to send them directly to Barbara Alicea for entry into the next Hootmail.

m
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EDUCATION & DISABILITIES NEWS

UNLIMITED ARCHIVING WITH TEACHING STRATEGIES
GOLD!

Teaching Strategies has extended free, UNLIMITED archiv-
ing to EarlyLearn programs . This is great news! This means
that you will no longer have to delete old child records each
year to make way for new ones. They will all be kept in the
system. Your licenses will be automatically updated to re-
flect this added capability.

TRANSITION TO KINDERGARTEN

Advocates for Children has updated two key resources re-
garding the transition to kindergarten. Children bornin 2009
are eligible to enter kindergarten in September 2014, and
there are steps that families should start doing now to pre-
pare for this important milestone. Share the transition infor-
mation in the Hoot Attachments with your families!

EARLY CHILDHOOD DIRECTION CENTERS (ECDC)

ECDCs are funded by the New York State Education Depart-
ment and provide free, confidential information and referral
for families and professionals to services for young children
with suspected or diagnosed developmental delays or disabili-
ties. In New York City, there is an ECDC in each borough. Chil-
dren of families referred to the ECDC should reside in the bor-
ough and be between birth and five years of age. See the
ECDC Fact Sheet in the Hoot Attachments for more infor-
mation.

RESOURCES FOR CHILDREN WITH SPECIAL NEEDS
(RCSN)

RCSN is New York City’s only independent nonprofit organiza-
tion that works for families and children with all disabilities,
across all boroughs, to understand, navigate, and access the
services needed to ensure that all children and youth have the
opportunity to develop their full potential. For more info ,click
here or call 212.677.4660

FREE BOOKS!

New York State Office of Children & Family Services (OCFS)
has free books for children in child welfare, juvenile justice,
early child care or other programs serving disadvantaged
children. Complete the request form in the Hoot Attach-
ments and return it to Leekeesha Waterton,
leekeesha.waterton@ocfs.ny.gov. Books are available while
supplies last - if your request can be filled, Leekeesha will
coordinate a pick-up date with you.

EDUCATOR INSPIRATION

Educators: Are you up for a little bit of inspiration as we ap-
proach the end of the year? It is important from time to time
to stop and take account of all that you have done to serve
your children. And part of that break can include taking in an
inspirational story or movie. We thought we would share
one today. Click here to watch this inspirational 3 minute
video clip, narrated by Alan Watts. Enjoy!

STEVEN & ALEXANDRA COHEN CHILDREN'S MEDICAL
CENTER OF NEW YORK AT L.1.J. MEDICAL CENTER

The Division of Developmental and Behavioral Pediatrics at
Steven and Alexandra Cohen Children’s Medical Center offers
diagnostic and treatment services for neurodevelopmental
and behavioral disorders for children from birth through ado-
lescence. For more info, click here.

NYC DISABILITIES SYMPOSIUM!

Please join us on January 14 from 8:30am —1:00 for Expanding
Opportunities in Head Start and Early Childhood Programs:
Cross-Systems Collaboration to Support the Inclusion of Pre-
school Children with Disabilities. Topics at this free symposi-
um include: Serving Children with Disabilities in Head Start:
Past, Present and Future Goals and Implementing Head Start
Performance Standards, Implementation of Education Law
and Regulations: Federal (IDEA), New York State and New
York City Regulations and more. Please see the Hoot Attach-
ments for a flyer on the Disabilities Symposium and register
here.

m
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HEAD START NEWS

HEAD START RESEARCH CONFERENCE

The Head Start National Research Conference is back this year!
In its 12th year, the theme is Collaboration and Coordination:
Understanding Systems Supporting Young Children and Their
Families. It will be from July 7-9, 2014 at the Grand Hyatt Hotel
in Washington, D.C. Register here .

REGION Il HEAD START CONFERENCE

The 10th Annual Region Il Head Start Association Professional
Development Conference will be from January 7th-10th, 2014 at
the Borgata Hotel in Atlantic City, New Jersey. The theme this
year is “Parents, Family, Community: Excellence For Our Chil-
dren.” See the THREE attached flyers for more info!

FAMILY & COMMUNITY ENGAGEMENT

GREETINGS FROM SESAME STREET

Sesame Street has a launched a new initiative call “Little Chil-

dren, Big Challenges ." The initiative offers resources for par-
ents, caregivers and educators to help young children from 2 to
5 years old build resiliency on a daily basis. Topics range from
confidence and independence to aggressive behavior and sibling

rivalry. Materials are available online in English and Spanish.

[123)

SAME STREET

LITTLE children

BlGehallenges

3

ENGAGING FAMILIES & SUPPORTING YOUNG CHILDREN

The ECAC has just made available an online training video on
Engaging Families and Supporting Young Children presented by
Dr. Mary McKay, Professor and Director of the McSilver Institute
for Poverty Policy & Research at New York University. The pur-
pose of this online training is to support staff at all levels to de-
velop and enhance skills that maximize family engagement and
partnership across a range of provider organizations and set-
tings serving young children and their families. There is a flyerin
the Hoot Attachments. The webinar and toolkit are online.

/ page 5 \


http://www.sesamestreet.org/parents/topicsandactivities/toolkits/challenges
http://www.sesamestreet.org/parents/topicsandactivities/toolkits/challenges
SesameStreet.org/Challenges
Sesamestreet.org/Challenges/Spanish
http://www.nysecac.org/priorities/strong-families/strong-families-work-group/family-engagement-webinar-and-tool-kit/
http://www.cvent.com/events/head-start-s-12th-national-research-conference/custom-116-31f6c50d9a9b4fa6aeb28d515d4db363.aspx

HEALTH & WELLNESS

TIPS FORTOY SAFETY!

During this holiday season, DOHMH Healthy Homes/Lead Poisoning Prevention
Program would like to remind you about some valuable toy safety tips. Please
share the flyer in the Hoot Attachments with your families and community resi-
dents.

For more information, call 311 and ask for the Healthy Homes/Lead Poisoning
Prevention Program.

BEHAVIORAL HEALTH CARE REFORM AND CULTURALLY COMPETENT CARE: A CLOSER LOOK CONFERENCE
Interested in learning more about the impact of health care reform on diverse communities?

The NYC Department of Health & Mental Hygiene and New York Association of Psychiatric Rehabilitation Services (NYAPRS) will be
having a conference on:

February 28, 2014 at the Silberman School of Social Work at Hunter College.
The topic at hand is : Behavioral Health Care Reform and Culturally Competent Care: A Closer Look.

Registration is required. For more info, please see flyer in Hoot Attachments (more info will be available in January). Inquiries re-
garding this event can be e-mailed to oca@health.nyc.gov

MENTAL HEALTH/ SOCIAL EMOTIONAL SUPPORT, Building Healthy Foundations For A Lifetime of Success

NYC Project LAUNCH is featured in an article published in the Winter 2014 issue of Behavioral Health News called Early
Childhood Social-Emotional Development: Building Healthy Foundations For A Lifetime of Success by Lily Tom, DSW, Assistant
Commissioner to the Bureau of Children, Youth and Families at the NYC Department of Health and Mental Hygiene. The
article highlights the importance of early investment in children’s well-being and the valuable work NYC Project LAUNCH is
doing to promote young children’s social and emotional development. Click here for more info or see the Hoot Attach-
ments.
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PROFESSIONAL DEVELOPMENT

CDA TRAINING AT BANK STREET COLLEGE

Registration is open for Bank Street's CDA Program! Enhance your career. Obtain a Child Development Associate Credential.
This credit bearing Child Development Associate (CDA) Credential offered by Bank Street College is part of a national effort to
forge a framework for high quality early childhood education and to create a community of learners. The program prepares
students to strengthen knowledge and understanding of child development, early childhood curriculum and family engage-
ment through a multidisciplinary approach. If you have any staff who need to renew their CDA, CEUs are available through
their professional development courses. See flyer in the Hoot Attachments for more info.

OBESITY TRAINING FOR CHILD CARE PROVIDERS!

Childhood obesity can cause a variety of health problems. An important way to promote a healthy weight for children is giving
them lots of ways to be physically active. Presented by the Office of Head Start National Center on Health, One Step at a Time:
Helping Young Children Be Physically Active is a curriculum that can help. For more information, click here.

BRAZELTON TOUCHPOINTS TRAINING

Bank Street College offers a two-day professional development opportunity designed to prepare early childhood professionals
to incorporate the Brazelton Touchpoints approach into their work with parents and families. Financial aid may be available
through the New York State Child Care Educational Incentive Program (EIP). To learn about the financial aid options, click
here .

For more information about the training, please contact Katie Masson at 212.961.3368.

USING YOUR ONLINE ASSESSMENT TOOL

Did you know that our Online Child Assessment Tool vendors also provide orientation and training on how to use their prod-
ucts? If you haven't seen these resources before, please take some time to check them out.

*  Teaching Strategies GOLD: click here
*  HighScope COR: click here

*  Pearson Work Sampling: click here

m
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RESOURCES

COMMUNICATION SKILLS TRAINING

“More Than Baby Talk: 10 Ways to Promote the Language and Communication Skills of
Infants and Toddlers”, is a brief guide that describes ten practices that early childhood
teachers can use to foster language and communication skills among infants and toddlers.
The guidelines are based upon the latest research findings on optimal adult-child interac-
tions for promoting strong language and communication skills among young children. This promising resource was developed
at the Frank Porter Graham Child Development Institute at the University of North Carolina at Chapel Hill. For more info, click
here.

PARTNERS IN EARLY LEARNING

We heard a wonderful presentation at the last Citywide Director’s Meeting from CUNY PDI. If you are interested in obtaining
free copies of the Partners In Early Learning: A Letter to Parents and Teachers pamphlet for your staff and families, please fill
out the form in the Hoot Attachments.

ACS & ACELERO LEARNING WORKING TOGETHER TO CLOSE THE ACHIEVEMENT GAP

In our day-to-day operations here at ACS, we're relentlessly focused on a principle fundamental to EarlyLearn/Head Start: to
do all in our power to “close the achievement gap." We want all children, no matter their environment, to have the academic
and emotional tools to succeed. For the last two years, the Robin Hood Foundation has provided ACS with funding to build a
strong collaborative partnership with Acelero Learning and work with a select group of our programs to do exactly that: help
them implement best-in-class resources based on years of research and experience. If you're interested in learning more, see
attached and click here to contact Jesse.

CHILDREN'S EDUCATION AT THE NY BOTANICAL GARDEN

NYBG Children’s Ed offers a strong variety of educational opportunities for pre-K children, including their Pea Pod Explorers
Program, beginning again on February 4. Please see the flyer in the Hoot Attachment, call 718.817.8181 or email
childed@nybg.org.

RESEARCH

THE NEW YORK STATE EARLY CHILDHOOD ADVISORY COUNCIL (ECACQ)

(ECAC was formed in 2009,) to provide counsel to the Governor on issues related to young children and their families. The
new ECAC website is now live . Click here to view. The website provides the most up-to-date information on ECAC and con-
tains links to recent webinars, training materials and resources.

®
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TECH CORNER

We all love and care for our environment, and we always consider the environment before
printing. We know that when we send the Hootmail attachments in PDF, it's all in one file and
you may want to print out the whole thing or just specific pages. To take a crash course on
printing pages from a PDF file, please see the Hoot Attachments.

NOSOTROS
RESOURCES IN SPANISH/ NOTICIAS EN ESPANIOL PARA LA COMUNIDAD DE EARLYLEARN.

La alfabetizacion no sdlo se aprende en la escuela sino también en todas partes. Los estudiantes pueden aprender acerca de la
alfabetizacion leyendo las senales del tren y las cajas de cereales como también oyendo historias familiares en sus idiomas maternos
y navegando la red Internet.

Como padres, pueden influir de forma importante en la alfabetizacion de su hijo— apoyandolo y ayudandolo a llegar a ser pensa-
dores criticos y usuarios analiticos de la informacion.

Para mayor informacion y para aprender como apoyar el aprendizaje de su nino, dirigese al recurso: Abriendo la puerta al aprendiza-
je, por el Departamento de Educacion de NYC: http://schools.nycenet.edu/offices/teachlearn/sls/Literacy_Guide_2008-
2009_Spanish.pdf

SHARING IS CARING

We know how much you appreciate all the wealth of information and resources that comes with the Hootmail that you want to keep it all
to yourself! But in the spirit of the holiday season “Sharing is Car-
ing.” Please forward the Hootmail to your staff and anyone inter-
ested as well!

/ page 9 \



SEASON'S QREFTINGS

Because of you, the season of giving lasts all year long.

Together, through our shared commitment and resolve,
we've ensured that New York City’s young children and fami-
lies have positive learning experiences. Thank you!

ACS would like to extend our warmest wishes of happiness
and joy to all of our EarlyLearn programs and their loved
ones during this holiday season. We look forward to partner-
ing with you for even greater successes in 2014!

D

Hootmail is a newsletter for the EarlyLearn community. NY C m o de plasi
Gladys Carrién

Visit nyc.gov or call 311 to find an EarlyLearn program. }"j (}J [)lj)/ 1,1;3 Eil FY} Children b st



BEALS

Administration for
Children's Services

Ronald E. Richter
Commissioner

Susan Nuccio

Deputy Commissioner/
Chief Financial Officer
Financial Services

Jose Mercado

Assistant Commissioner
Budget, Claiming & Revenue
Financial Services

150 William Street
10th Floor
New York, NY 10038

MEMORANDUM

DATE: December |8, 2013

TO: Board of Directors and Executive Directors,
EarlyLearn NXC Proyiders

FROM: Jose Mercad '

SUBJECT: EarlyLearn Contract Audit Guidelines, Fiscal Year 2013
EL Numbere emorandum #10

Attached please find the final Administration for Children’s Services - Division of
Financial Services EarlyLearn NYC Contract Audit Guidelines for Fiscal Year
2013. These guidelines provide the rules required for an audit of the ACS
EarlyLearn contract providers’ financial statements covering the fiscal period of
October 1, 2012 through June 30, 2013.

As part of your contractual agreement with ACS, an annual audit of the EarlyLearn
program must be made by an independent auditor to determine whether the
organization is complying with the terms and conditions of the EarlyLearn
contract, has effective internal controls, is following the proper accounting and
financial policies, and financial statements are being reported in accordance with
Nonprofit Generally Accepted Accounting Principles.

It is ACS’ expectation that EarlyLearn programs will thoroughly prepare and
submit audits in accordance with the attached guidelines.

Provider Organization Audit Responsibilities

The EarlyLearn Contract Audit Guideline is organized into three (3) sections:
e Part I: Provider Organization Audit Responsibilities
e Part II: Audit Requirements
Part III: Relevant Attachments, Exhibits and Schedules

Provider Organization Audit Responsibilities

An audit of the EarlyLearn program must be made by a firm that is independent,
licensed to practice in New York State, and listed on the New York City
Comptroller’s “Pre-Qualified CPA List.” Additionally, contract providers are
responsible for review and acceptance of the audit report prior to submission to
ACS, refer to Part I for additional guidelines.

Please be advised that EarlyLearn providers must notify their ACS budget analyst
by Friday, February 7, 2014 of the selected audit firm by sending one signed copy
of an Engagement Letter (Exhibit I), and one signed copy of Audit Firm’s Profile
(Exhibit II), both on the CPA firm’s letterhead.



EL Audit Guidelines
December 18, 2013

Audit Requirements

All EarlyLearn contracts funded by ACS are required to submit an audit that
follows the enclosed guidelines that covers the accounting period of October 1,
2012 through June 30, 2013. Any organization that has multiple funding sources or
receives more than $500,000 in federal funds is required to add the audit
requirements of the OMB Circular A-133 as a separate report, within ACS’s audit
report. ACS will not accept any A-133 audit from any contractor who wants to
substitute it for the requirements set forth in this guideline.

The audit will be performed in accordance with the American Institute of Certified
Public Accountants’ (AICPA), Nonprofit Generally Accepted Accounting
Principles (GAAP), Generally Accepted Auditing Standards (GAAS), U.S.
Government Auditing Standards (GAO) / Yellow Book and the EarlylLearn
Contract and ACS’s EarlyLearn Fiscal Manual.

The audit will be divided into five sections:

1. Financial Audit/Audited Financial Statements, including the auditor’s
opinion on the ACS schedules, and, where applicable, the OMB Circular
A-133 Requirements;

Auditor’s Report on Compliance and Findings;

Auditor’s Report on Internal Controls and Findings.

Schedule of Findings

Corrective Action Plan on Findings

s W

Refer to Part II of the guidelines for additional information.

Audit Submission

All Audits are due by the close of business on Wednesday, April 30,2014.

Your board of directors and selected auditor should review the attached guidelines
for other audit requirements.

If the audit deadline cannot be met, the contract organization must submit a written
explanation to ACS along with the expected audit completion date, 30 days prior to
April 30, 2014. Please forward this correspondence to your ACS budget analyst.

All audit reports must be reviewed and approved by the Board of Directors prior to
being sent to ACS. Audit reports not reviewed by the Board will not be accepted
until all audit requirements are met. There should be a note that identifies who
attended the meeting to review the audit.

Organizations will not receive a satisfactory fiscal evaluation of its program if the
audit is submitted after the due date. It is very important to note that late or non-
submission of an audit will have an adverse impact on the provider organization’s
VENDEX score.



EL Audit Guidelines
December (8. 2013

he auditor must submit audit(s) to the contract organization within thirty (30)
days after tieldwork is completed. Two (2) bound copies and one (1) PDF copy
(sent by email) of the audit report shall be sent to the address below

EarlyLearn Audit Review

Administration for Children’s Services

150 William Street, 10th Floor

Attention: [Your ACS Budget Analyst Name Goes Here]

FSEarlyLearnAuditReport@acs.nyc.gov

One (1) bound copy of the audit report to each Federal Agency that provides
Federal Funds.

If your organization receives Federal funds of $500,000 or more one (1) copy of
the audit report must be sent to:

Federal Audit Clearinghouse
Bureau of the Census

1201 East 10th Street
Jeffersonville, Indiana 47132

Should you have any questions on the above, please contact your ACS budget
analyst.
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Audit Guidelines
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Fiscal Year 2013
Audit Guidelines
For
EarlyLearn New York City Provider Organizations

INFORMATION FOR CPA AUDIT FIRMS AND PROVIDER ORGANIZATION

PART |I. PROVIDER ORGANIZATION AUDIT RESPONSIBILITIES

PART I|I. Section 1.0: Choosing An Auditor

Auditors are an important resource for any organization. A cooperative working relationship with an
auditor will provide the provider organization with an opportunity to learn about its financial condition
i.e., from a financial perspective on how its organization is performing. Also, the information provided
by the auditor will assist the provider organization in making adjustments and developing corrective
action strategies to improve its financial accounting and control systems, when necessary. The
requirements in the selection of an auditor are as follows:

1.

Follow the procurement standards prescribed by OMB Circular A-133 which requires
that small audit firms and audit firms owned and controlled by socially and
economically disadvantaged individuals shall have the maximum practicable
opportunity to participate in contracts awarded.

The audit firm must be independent and licensed to practice in New York State.
The audit firm must be on the New York City Comptroller’s “Pre-Qualified CPA
List”. The current “Pre-Qualified CPA List” can be located on the New York City
Comptroller’s website.

To avoid a conflict of interest in selecting an auditor, the provider organization may not
select a CPA audit firm that is currently working with the contract organization or that
was engaged in consulting or any business management undertaking with the provider
organization in the Fiscal Year 2013. It is strongly recommended that the term of an
audit contract not exceed four (4) years including renewals.

When provider organizations enter into multi-year contracts, the price of each year of
the contract must be established in advance and set forth in the agreement.

The contract organization may not choose the same audit firm for more than four
(4) consecutive years.

The provider organization shall secure at least three (3) bids for audit contracts and
choose the most responsible and lowest bid. If you are not sure of the cost of any audit,
please contact your ACS Budget Analyst for assistance on this matter.

An auditor who prepares the indirect cost proposal or cost allocation plan may not also
be selected to perform the audit. This restriction applies to the base year used in the
preparation of the indirect cost proposal or cost allocation plan and any subsequent years
in which the resulting indirect cost agreement or cost allocation plan is used to recover
costs.
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Part I. Section 1.1: Insurance

ACS strongly recommends that provider organizations contract with CPA firms that demonstrate that
they carry liability insurance not less than one million dollars per occurrence to protect the
organization, Administration For Children’s Service (ACS), and the City of New York against any and
all claims, loss or damage, whether in contract or tort, including claims for injuries to, or death of
persons, or damage of property.

Part |. Section 1.2: Audit Fees

How much should the organization pay for an audit?

It is the responsibility of the provider organization’s Board of Directors to negotiate a fee which the
organization can afford.

How will audit fees be paid?

It is the responsibility of the provider organization’s Board of Directors to pay all audit fees once the
audit report has been finalized and accepted by ACS as per the terms and conditions of the audit
engagement letter.

Part |I. Section 1.3: Audit Engagement Letter

What is an engagement letter with the auditor?

An audit engagement letter sets forth the terms, conditions and objectives of the audit, the nature and
scope of the services to be provided and related timeframes for report delivery and fee arrangements.
Refer to Exhibit | on pages 62 through 66 for additional information.

The EarlyLearn Provider Organization Audit Guidelines must be shared with the Auditor(s) hired to
perform an audit for Fiscal Year 2013, before signing the formal audit engagement letter.

All audit engagement letters are due Friday, February 7, 2014. Please forward a copy of this letter
electronically to your ACS budget analyst.

Part |I. Section 1.4: Audit Firm’s Profile
What is an Audit Firm profile?

The Audit Firm Profile is the informational document prepared by theCertified Public Accountant’s
Firm who is seeking to be awarded a contract to perform the provider organization’s audit report. It is
strongly recommended that each provider organization retain the Audit Firm’s Profile that is contracted
for the Fiscal Year 2013 audit on file. Refer to Exhibit Il on pages 68 through 72 for additional
information.

All audit firm’s profile are due Friday, February 7, 2014. Please forward a copy of this letter to your
ACS Budget Analyst.
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Part I. Section 1.5: Notifying ACS Upon the Selection of An Auditor

The provider organization shall inform their ACS Budget Analysts of the selected audit firm by sending
one signed copy of an Engagement Letter (Exhibit I), and one signed copy of Audit Firm’s Profile
(Exhibit II), both on the CPA firm’s letterhead.

Only an Audit Engagement Letter and Audit Firm's Profile as presented in Exhibit I and 11 will be
accepted. Under no circumstances will another version be accepted. Audit fees agreed upon must be
shown in the Audit Engagement Letter.

Part |I. Section 1.6: Revenue and Expense Report

When will the revenue and the expense reports be sent to the auditor?

Upon receipt of one (1) signed copy of the audit engagement letter and the audit firm's profile, ACS
will transmit these documents directly to the CPA firm hired by the provider organization.

Part |I. Section 1.7: Audit Working Papers

The audit firm shall retain its work papers for a period of six (6) years after delivery of the final audit
report for the fiscal year(s) mentioned in the audit engagement letter, and shall make the work papers
available to ACS, the New York City Comptroller’s Office, New York State and federal government
upon request.

(a) Retention of working papers: The auditor shall retain working papers and reports for a
minimum of six (6) years after the date of issuance of the auditor's report(s) to the auditee,
unless the auditor is notified in writing by ACS to extend the retention period. When the auditor
is aware that the federal government, or auditee is contesting an audit finding, the auditor shall
contact the parties contesting the audit finding for guidance prior to destruction of the working
papers and reports.

(b) Access to working papers: Audit working papers shall be made available upon request to ACS
or its designee, a federal agency providing direct or indirect funding, or GAO at the completion
of the audit, as part of a quality review, to resolve audit findings, or to carry out oversight
responsibilities consistent with the purposes of this part. Access to working papers includes the
right of federal agencies to obtain copies of working papers, as is reasonable and necessary.
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PART I. SECTION 2.0: AUDIT RESPONSIBILITIES

PART |I. Section 2.1: Provider Organization’s Audit Report Responsibilities

What are the main responsibilities of a provider organization in providing an audit report?

The contract organization is responsible for familiarizing itself, and the audit firm, with ACS’ audit
guidelines, contract and fiscal manual. The provider organization is responsible for:

(@]

o

(@]

Establishing a system of accounting and reporting that segregates and identifies financial
assistance received by the organization, demonstrating how that assistance was used with the
appropriate supporting documentation.

Complying with laws, regulations and contractual requirements.

Maintaining internal control over programs to provide reasonable assurance that the contract
organization is managing awards in compliance with laws, regulations, and the provisions of
contracts or grant agreements.

Preparing appropriate Financial Statements as required by Nonprofit Generally Accepted
Accounting Principles (GAAP) including (but not limited to) the required Financial Statements
below:

- Statement of Financial Position

- Statement of Activities

- Statement of Functional Expenses

- Statement of Cash Flows

- Notes to Financial Statements

- ACS Schedules

Sending one (1) copy of the executed Audit Engagement Letter and Firm's Profile to ACS.

Distributing the requisite number of bound copies of the audit reports to ACS, i.e., one hard
copy and one electronic copy sent electronically to your ACS Budget Analyst.

Sharing the EarlyLearn NYC Provider Organization Audit Guidelines with the Auditor(s)
Hired to perform an audit for Fiscal Year 2013, before signing the formal audit engagement
letter.

Submitting a Corrective Action Plan along with relevant supporting documentation for successful
resolution of any findings noted in the audit.
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Part I. Section 2.2: Timely Audit Submissions

What can a provider organization do to ensure that the audit is completed on time?

Each provider organization is expected to extend full cooperation to the auditors and be clear about

what to expect from an auditor as specified in the audit engagement letter.

In order to ensure timely completion of the audit, each provider organization should ensure that its
books, records, and are ready for audit. These items should be current, complete and contain all known
and documented adjustments, and are available for the auditors' review and inspection. Refer to the

following for additional information:

Preparing For An Audit

1.

Hire an auditor as early as possible.

Be cooperative with the auditor and answer questions fully and truthfully.

Be familiar with the audit guidelines, regulations, etc.

Furnish the auditor with copies of the following:

a.

o

o o

> @ ~ oo

3 » &

2 © o 5

Grants, budgets, etc.

Financial reports.

Books of original entry.

Listing of bank accounts and investment, if any.

Organization chart.

Contracts, leases, insurance policies etc.

Board and committee minutes.

Listing of administrative and financial staff and their functions.
Policies, personnel files, payroll records etc.

Correspondence relating to prior audits and other financial matters.
Bank reconciliations.

Documentation for receipts, disbursements, accruals etc.

Listing of Schedules accounts payable, accounts receivable and
accruals as of the end of the audit period.

Inventory of equipment with cost.
Regulations, manuals, etc.
Other information requested by the auditor.

Copies of prior years' Cash Closeout Reconciliations received
from ACS along with any correspondence.

Cost Allocation Plan and Cost Allocating Plan.
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5. Have a planning discussion or meeting with the auditor.

6. Assign a staff person to assist the auditor.
7. Be available to answer questions and find information or documentation.
8. Be sure the books are ready for audit (current and complete), and contain

all known and documented adjustments.

9. Be sure bank reconciliation is updated.

10. Be sure documentation is readily available and complete.
11. Have workspace available.
12.  Prepare schedules for the auditor, if possible.

13. Have auditor brief your staff and you on the audit.

Documents Your Auditor May Want To Review

1. Accounts Payable Journal - Schedule

2. Accounts Receivable Journal

3. Application - Staff

4. Bank Accounts and Statements

5. Blank Checks

6. Budgets and Budgetary Information or Summaries
7. Cancelled Checks

8. Cancelled Payroll Checks

9. Cash Disbursements Journal

10.  Cash Receipts Journal

11.  Charities 500

12.  Check Registers, if any

13.  Child Daily Attendance Sheets and Roll Books
14.  Document for Food Service Child Nutrition
15.  Earnings Records

16. Employees' Evaluations

17. Expense Reports

18. Enrollment Documents

19. Financial Policies and Procedures Manual

20. Form 990 — Internal Revenue Service

21. Form 1099 — Internal Revenue Service
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22.  Form 941 — Quarterly Tax Report

23.  Fire Drill Log, Fire Evacuation Plan and Fire Inspection Report
23.  General Ledger

24. Insurance Policies

25.  Job Descriptions

26. Leases

27. Leave Records

28.  Loans between Programs, if any.

29. Schedule of Consultants

30. Service Contracts

31. Monitoring Reports

32. Other Deduction Authorizations

33. Paid Invoices

34. Payroll Registers

35. Payroll Taxes

36. Personnel Policies

37. Prior Audit Reports

38. Program Income Records

39. Property Records - List of Equipment Inventory with cost
40. Purchase Orders

41. Records of Services Provided

42. Request for Proposals, if applicable

43. Subcontracts

44, Time and Attendance Reports

45, Transfers/Termination Forms

46. Travel Authorizations

47. Travel Reimbursements

48. Trial Balances

49. Union Contracts

50. Voided Checks

51. Volunteer Time Sheets

52. Vouchers and Invoices Supporting Payments
53. W-4s, W-3s and W-2s

54, Working Papers Supporting Financial Statements
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Part |I. Section 2.3: Review And Acceptance Of Audit Reports

All audit reports must be reviewed and approved by the Board of Directors prior to being sent to ACS.
Audit reports not reviewed by the Board will not be accepted until all audit requirements are met.
There should be a note that identifies who attended the meeting to review the audit.

The auditor is responsible for making any and all corrections identified by the provider organization or
by ACS. Underno circumstances, will additional audit fees be allowed for amending, revising or
correcting the audit report.

Part 1. Section 2.4: Due Dates For Audit Reports
All Audits are due by the close of business on Wednesday, April 30, 2014.

The auditor must submit audit(s) to the provider contract organization within thirty (30) days after
fieldwork is completed.

If the audit deadline cannot be met, the provider organization must submit a written explanation
to your ACS Budget Analysts along with the expected audit completion date, 30 days prior to
Friday, March 7, 2014. Please forward written explanations electronically to your ACS Budget
Analyst.

Provider organizations will not receive a satisfactory fiscal evaluation of its program if the audit is
submitted after the due date. It is very important to note that late or non-submission of an audit will
have an adverse impact on the provider organization’s VENDEX score.

Part I. Section 2.5: Audit Report Submissions

Where should copies of the audit reports be sent?
The following are the distribution requirements:

a. One (1) bound copy and one (1) PDF copy (sent by email) of the audit report shall be
sent to the address below:

EarlyLearn Audit Review

Administration for Children’s Services

150 William Street, 10th Floor

Attention: Your ACS Budget Analyst Name Goes Here

b. If your organization spends Federal funds of $500,000 or more one (1) copy of the audit
report must be sent to:

Federal Audit Clearinghouse
Bureau of the Census

1201 East 10th Street
Jeffersonville, Indiana 47132
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Part |I. Section 2.6: Incomplete / Unacceptable Audit Reports

Audit reports which do not contain the following required Statements and Schedules, will be classified
as “INCOMPLETE/UNACCEPTABLE”, and will not be used for VENDEX and fiscal evaluation
purposes:

I. Auditor’s Report on Financial Statements including Auditor’s opinion on the ACS schedules
attached hereto;

A Financial Statements:
- Statement of Financial Position
- Statement of Activities
- Statement of Functional Expenses
- Statement of Cash Flow
- Notes to Financial Statements

B. ACS Schedules are set forth below;
Schedule 1: Statement of Revenues and Expenditures Budgeted and Actual: Consolidated

Schedule 2: Statement of Revenues and Expenditures Budgeted and Actual: Site Specific

Schedule 3: Statement of Head Start Revenues and Expenditures Budgeted and Actual:
Consolidated (For Head Start programs only)

Schedule 4: Statement of Head Start Revenues and Expenditures Budgeted and Actual:
Site Specific (For Head Start programs only)

Schedule 5: Schedule of Consultants

Schedule 6: Schedule of Fixed Assets Inventory
Schedule 7: Schedule of Quantitative Program Results
Schedule 8: Schedule of Renovation

Schedule 9: Detailed Explanation of Questioned Costs
C. OMB Circular A-133 Requirements (where applicable)
. Auditor’s Report on Compliance and Findings
1. Auditor’s Report on Internal Controls and Findings

V. Schedule of Findings

V. Corrective Action Plan on Findings.
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Part I. Section 2.7: Audit Report — Record Retention

How long should copies of the audit report be retained?

The provider organization should retain copies of the audit report(s) on file for six (6) years with an
understanding that there is NO statute of limitations on ACS’s financial recoveries resulting from
illegal acts or irregularities on the part of the provider organization.
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PART Il AUDIT REQUIREMENTS

PART Il Section 1.0: Required Annual Audit of EarlyLearn NYC

All provider organizations are required to have an annual audit of the EarlyLearn NYC financial
statements covering the fiscal period of October 1, 2012 through June 30, 2013 as required by the
enclosed guidelines.

The ACS audit guidelines for EarlyLearn NYC contracts provide the rules required for an audit of the
ACS provider organization’s financial statements. The audit will be performed in accordance with the
American Institute of Certified Public Accountants’ (AICPA), Nonprofit Generally Accepted
Accounting Principles (GAAP), Generally Accepted Auditing Standards (GAAS), U.S. Government
Auditing Standards (GAO)/ Yellow Book and the provider organization’s ACS contract terms and
ACS’s EarlyLearn Fiscal Manual.

Provider organizations may also be required to add the OMB Circular A-133 single audit requirements
if your organization meets the required expense level. ACS will not accept any A-133 audit from
any provider organization who wants to substitute it for the requirements set forth in this
guideline.

Although references are made to non-profit providers throughout the audit guideline, all for-profit
providers’ organizations must follow the requirements set forth in this document.

PART Il Section 2.0: Objective of Audit

An audit of the EarlyLearn NYC must be made by an independent auditor to determine whether:

e The provider organization is complying with the terms and conditions of the EarlyLearn NYC
contract, fiscal manual, relevant laws and regulations affecting the program;

e Effective control and proper accounting is maintained for revenues, expenditures, assets and
liabilities;
e Financial statements are presented fairly in accordance with Nonprofit Generally Accepted

Accounting Principles (GAAP) and;

e Financial reports (including status reports, cash reports, and submission of enrollment and
attendance for reimbursements) reflect the amounts recorded in the accounting system; and
books and records of the organization are presented fairly and in accordance with the terms of
ACS’s contract;

e The provider organization must add the OMB Circular A-133 sections to the ACS audit.
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PART Il Section 3.0: General Guidelines

Part Il Section 3.1: Required Audits Sections

The audit for all EarlyLearn contracted programs will be divided into five sections (as outlined below)
and must include the following:

I. The Audited Financial Statements including Auditor’s opinion on the ACS
schedules attached hereto;

A. Financial Statements:

Statement of Financial Position

Statement of Activities

Statement of Functional Expenses

Statement of Cash Flow

Notes to Financial Statements

B. ACS Schedules are set forth in Part 11, Section 4.1.2

C. OMB Circular A-133 Requirements (where applicable)

Il.  Auditor’s Report on Compliance and Findings

[1l.  Auditor’s Report on Internal Controls and Findings
IV. Schedule of Findings

V. Corrective Action Plan on Findings.

Part Il. Section 3.2: Presentation

The EarlyLearn Audit Report should contain:

» ATitle Page
The audit report should contain the following information on the cover or Title Page:
o Name of EarlyLearn Provider;
Address and Phone Number of the Earlyl_eam Provider;
Program under audit;
Provider Organization’s Budget I.D. Number;
Grant Number, where applicable;
Beginning and Ending Dates of the Budget Period;
Starting and Ending Dates of the Audit;
Name of Audit Firm.

O O O 0O O O O

* A Table of Contents
The audit report should contain a Table of Contents, including Page Numbers, and the information
presented in the Exhibit 111 Hlustrative Audit Report as on pages 69 through 72, and;

« A Compliance and Internal Structure Section.
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Compliance and Internal Control Structure

1.

The Compliance and Internal Control Section should contain an introduction and exit conference
section. The Introduction Section contains; a Brief Description of the Purpose of the Program,
Which Organization Determines Eligibility; and Funding Information, including Any Matching
Requirements, and the breakdown between Federal, State and City funding.

The exit conference section includes a list of all individuals who attended the exit conference,
their titles, the date the meeting was held, and the location.

All parties should be given at least five (5) day notice of the meeting prior to the day of the exit
conference. If, after being contacted, the representative from the constituent agency does not
attend the meeting, the report should include a statement that the representative was contacted
but did not attend.

A draft of the audit report should be received by the provider organization at least ten (10) working
days before the exit conference.

Any disputes or disagreements pertaining to the audit report that cannot be resolved to all parties’
dissatisfaction should be noted and described in the exit conference section of the audit report.

Audit reports will not be accepted in other formats other than the format cited in this ACS
EarlyLearn Audit Guideline.

ACS EarlyLearn NYC Contract Audit Guidelines - Fiscal Year 2013: Information for CPA Audit Firms & Provider Organizations

(13)



PART Il: Section 4.0: Audit

The Audit Report

The audit will be divided into five sections: The Financial Audit, a Report on Compliance and a Report
on Internal Control Structure, Schedule of Findings and Corrective Action Plan.

The auditor's report(s) will be in the form of separate reports. The auditor's report(s) shall state that the
audit was conducted in accordance with the following:

1. Anopinion (or disclaimer of opinion) as to whether the financial statements are presented fairly
in all material respects in conformity with Nonprofit Generally Accepted Accounting Principles
(GAAP) and,;

The Audited Financial Statements.

2. A report on compliance which will include an opinion (or disclaimer of opinion) as to whether
the auditee complied with laws, regulations, and the provisions of contract agreements which
could have a direct and material effect on the organization , and, where applicable, refer to the
separate schedule of findings and questioned costs described in paragraph below of this section.

3. Arreport on internal control related to the financial statements. This report shall describe the
scope of testing of internal control and the results of the tests, and, where applicable, refer to the
separate schedule of findings and questioned cost.

4. A schedule of findings and questioned costs which shall include the following three
components:

a. The criteria, condition, context, effect and cause of the finding;
b. Auditor’s recommendation;
c. Provider organization’s response and the planned corrective action.

5. Corrective Action Plan:

a. The Corrective Action Plan should outline all audit findings. The findings should be numbered
and a brief description should be provided.

b. Each finding should have a proposed corrective action, milestones and timelines when it will be
corrected by the responsible party.

c. Once the finding has been corrected and it should be sent to your auditor and ACS Budget
Analysts.

Part Il. Section 4.1: Financial Audit/Audited Financial Statements

Financial audits are required for October 1, 2012 through June 30, 2013. The full scope of an audit
report must contain an expression of an opinion concerning whether the financial statements are
presented fairly, in all material respects, in accordance with Nonprofit Generally Accepted Accounting
Principles. If an Unqualified Opinion cannot be expressed, the nature of the qualification or the reason
for a disclaimer should be stated. The opinion should also state that the audit was performed in
accordance with Nonprofit Generally Accepted Auditing Standards (GAAS) Nonprofit Auditing
Standards, the GAO Yellow Book and the provisions of EarlyLearn NYC Audit Guideline, ACS
contract terms and the ACS’s EarlyLearn NYC Fiscal Manual.
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Part Il. Section 4.1.1: Report on Financial Statements

The Financial Statements should enable provider organizations to evaluate their financial performance,
financial position, and changes in financial position of the organization. The following are the main
financial statements required by Nonprofit Generally Accepted Accounting Principles (GAAP), which
will be required to be audited.

Statement of Financial Position

The Statement of Financial Position helps the provider organization assess its financial soundness in
terms of liquidity, financial, credit and business risks. The Statement of Financial Position, also
referred to as the “balance sheet,” summarizes the assets, liabilities and net assets of the organization at
a specified date.

Statement of Activities (SOA)

A Statement of Activity, also referred to as the “income statement,” provides relevant information on
how the organization’s resources are used in the provision of services. In addition, the SOA reflects the
changes to a provider organization’s net assets resulting from income and expenses that occur during
the current fiscal year.

Statement of Cash Flow

A Statement of Cash Flow tracks cash by demonstrating where the nonprofit has received and spent its
cash. Cash flow has three categories: operating cash flow, financing cash flow, and investing cash
flow.

A. Operating Cash Flow or “cash flow from operations”: An item on the cash flow
statement that reports cash generated by the day-to-day operation of the program, such
as collective accounts receivable, buying inventory, or generating income. The cash
generated from the operations of an organization, generally defined as revenues less all
operating expenses, but calculated through a series of adjustments to net income.

B. Financing Cash Flow or "cash flow from financing"™: An item on the cash flow
statement that reports cash generated or used in the issuing or paying of debt or the
payment. A form of financing in which the loan is backed by an organization’s
expected cash flows.

The schedules or repayments for cash-flow loans are based on the organization’s
projected future cash flows. Cash flows from financing activities arise from the
borrowing, repaying, or raising of money.

C. Investing Cash Flow or "cash flow from investing”: An item on the cash flow
statement that reports cash generated or, more commonly, used in investments of the
organization or program. Includes such things as capital expenditures and the purchase
or sale of short- and long-term investments.
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Statement of Functional Expenses

A Statement of Functional Expenses divides the expenses of the nonprofit during the fiscal year into
three categories: program, fundraising and management. The purpose of this statement is to permit
external users to determine how much of a nonprofit’s finances are devoted to programming
management and fundraising.

Notes to Financial Statements

Notes to the financial statements are additional information added to the end of financial statements and
help explain specific items as well as provide a more comprehensive assessment of the provider
organization’s financial condition.

The following notes should be included in the audit(s) to the extent that they are applicable for the
provider agency’s organization under audit.

1. Summary of Significant Accounting Policies: The first note should be the summary of

significant accounting policies. The discussion of significant accounting policies should
include the following:

Basis of Accounting: The financial statements are prepared on an accrual basis of
accounting, as interpreted for nonprofit organizations.

Capital Expenditures: The reporting of capital additions as expenditures is in
accordance with Nonprofit Generally Accepted Accounting Principles.

Inventory: If significant amounts of inventory are on hand as the accounting period
ended, the amounts should be determined and included in the Statement of Financial
Position.

Vacation and Sick Leave: Accrued vacation and sick leave must be included in the
Statement of Financial Position as of June 30, 2013. The same holds true for all
unearned revenue. Funds must exist to support accrued vacation liabilities. If these
funds does notexist it is the responsibility of the Board of Directors to assume
this liability.

2. Cash: The cash note includes an itemized, detailed list of the bank accounts. The name and
address of the bank along with the account number should be listed for each account.
The list should also include each petty cash fund maintained for the organization along
with a description of the purpose of each fund. For bank accounts that are interest
bearing’ the interest earned on each account during the audit period should be
disclosed by account in the notes. The note should also indicate whether the cash
amounts include the interest earned to date. In addition, the note should contain a list of
all checks outstanding for all bank accounts for six (6) months or longer. The auditor,
to the extent possible, should determine and disclose the reasons for significant checks
outstanding for extended periods. If the list is excessive in length, the list can be
provided as a schedule.
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Cash

At January 31, 200X, Cash consisted of:

Cash in Banks

Cash Balance Interest Earned
Current Programs

The ABC National Bank
Anywhere, New York 10000

Account Number 000-00-0000 $ X, XXX $ XXX

Prior Programs (specify program years)
The DEF National Bank

Anywhere, New York 10000
Account Number 000-00-0000

X
X
X
X

&
X
X
X
X
s
3
X
X

Petty Cash

(Specify name and balance

of each Petty Cash Fund) $ XXX

Bank charges aggregating $XXX were incurred during the period and are reflected in the Office
Supplies Financial Statement caption.

(1) Includes Interest earned to date.

The following is a list of checks outstanding for a period of six months or longer.

Check Number Amount Payee

Note: If this list is excessive in length, the list can be provided as a Schedule to The Financial
Statements using the above format.
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3. Receivables: The receivables notes contain an analvsis of each individual
receivable balance contained in the Statement of Financial Position. All accounts receivable
are to be fully disclosed in the Notes to Financial Statements. Each receivable balance
should be separated into current year or the year the receivable balance was incurred.

Receivables:
Due From/ To ACS consists of:

Current-Year program:
Funds available:

Cash received from ACS $ (XX, XXX)
Other Revenues (1) (XX, XXX)
Expenditures (including accruals) XX, XXX
Adjustments (provide explanation) X, XXX
Due From/To ACS $ X XXX
Prior-Year programs:
Beginning balance $ XX, XXX
Cash Received ( XX, XXX)
Expenditures (including Accruals) XX, XXX
Adjustments (provide Explanation) XX, XXX
Due From/To ACS $ XX, XXX
Ending Balance $ XX, XXX

Disclosure on Subsequent Receipts:
The Agency subsequently received $ XX, XXX for FY. .

Inventory (2) $ XX, XXX

Due from other Governmental Agencies or units consists of:

Current year C.A.C.F.P. Program, Expenditures Over Revenues.
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Due from CACFP:

Due from CACFP as of January 31, 200X, represents unpaid
Reimbursements $ X, XXX
This amount was subsequently received.

Q) Agrees with amounts reported in Statement of Revenues and Expenditures
2 Memorandum entry only, where applicable

Prior-Year C.A.C.F.P. Program (ldentify Program Year) Expenditures
Over Revenues $ X, XXX

Disclosure on subsequent receipts:
This amount was subsequently received. $ X, XXX

Due from Other Programs/Agencies consists of:

Loan to XYZ Program:

(Identify Program Year and the Purpose of Loan) $ XX, XXX

Loan to ADY Organization:

(Identify Program Year and the Purpose of Loan) $ XX, XXX
$ XX, XXX

Disclosure on subsequent receipts:

This amount was subsequently received. $ XX, XXX

Accounts Receivable consists of:

Due From Employees:

(Identify Employee and the Program Year) $ XX, XXX

Disclosure on subsequent receipts:

This amount was subsequently received. $ XX, XXX

4. Prepaid Expenses: The prepaid expenses note contains an analysis of the prepaid expenses
balance shown in the Statement of Financial Position. The analysis should contain a description
of the nature and purpose of each individual prepaid expense.

Prepaid Expenses:

Prepaid Expenses consist of the following at
January 31, 200X:

Prepaid Insurance (Specify the Type of Insurance) $ XX, XXX

Prepaid Rent:

(Specify Type of Rent, Total Rent, and Period of Rental) $ XX, XXX
$ XX, XXX
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5. Security Deposits: The security deposits note contains an analysis of the security deposits
balance shown in the Statement of Financial Position. The analysis should contain a description
of the nature and purpose of each security deposit.

Security Deposits

Security Deposits consist of the following at month/date, 201X:

Rental Deposit on main office located at 125" Street, including
Accrued Interest of $ XXX $ XX XXX

6. Accounts Payable: All accounts payable are to be fully disclosed in the “Notes to Financial
Statements.” The accounts payable note should include an itemized detailed
list of each accounts payable containing the vendor’s name, date when subsequently paid, the
amount that was payable as of the period ended, and the amount paid as of the end of field
work. ACS requires that accounts payable be paid within ninety (90) days after the balance
sheet date. If the auditor becomes aware that the ninety (90) days rule is being violated, the
auditor should disclose the violation in the Compliance Report.

Accounts Payable:

Accounts Payable consists of the following month/date, 201X:

Date Unliguidated
Vendor Paid Amount Balance

EarlyLearn

Current-Year Program:

(LIST EACH PAYABLE)
CACEP

(LIST EACH PAYABLE)

Prior-Year Program:

(LIST EACH PAYABLE)
CACEP

Total Accounts Payable $ XX, XXX $ XX, XXX

7. Accrued Expenditures: The accrued expenditures note contains an analysis of the accrued
expenditures balance shown in the “Statement of Financial Position.” The analysis should
contain a description of the nature and purpose of each accrued expenditure and should be
divided between current-year program and prior-year program. Payroll taxes withheld and
accrued payroll taxes should be shown separately.
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Accrued Expenditures:

Accrued Expenditures consist of the following at month/date, 201X:

Date

Unliquidated
Vendor Paid

Amount Balance

Current-Year Program:
Salaries

Fringe Benefits

COLA

COLAFICA

Prior-Year Program:
COLA
COLAFICA

Total Accounts Payable $ XX, XXX $ XX, XXX

8. Other Payables: The other payables note contains an analysis of each "Due To" account
balance contained in the Statement of Financial Position. Each "Due To" balance should be
divided into current-year and prior-year programs. For prior-year program "Due To," the
description should identify the Fiscal Year for which the "Due To” relates. For both the current
and prior-year, "Due To" amounts an appropriate description of the nature of the "Due To" is
to be provided. The analysis of the “Due To ACS” balance consists of beginning balance,
revenues received, expenditures, adjustments, and ending balance. The ending balance “Due To

ACS” should be divided into its components (i.e., the amount represented by cash and the
amount represented by inventory).

Other Payables:

Due to ACS consist of:

Current-Year Program:

Funds Available:
Cash Received from ACS

$ XX, XXX

Other Revenues (1) XX, XXX
Expenditures (including Accruals) (XX, XXX)

Adjustments (provide Explanation) XX, XXX

Ending Balance XX, XXX

Prior-Year Programs:

Beginning Balance $ XX, XXX
Cash Received XX, XXX
Expenditures (Including Accruals) XX, XXX
Adjustments (Provide Explanation) XX, XXX
Prior-Year Questioned Costs (3) XX, XXX
Ending Balance XX, XXX
Inventory (2) XX, XXX
$ XX XXX
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Due to Other Governmental Agencies or units consist of:

Current-Year Program C.A.C.F.P. Revenues over Expenditures $ XX, XXX

Prior-Year Program (ldentify Program Year) Revenues

Over Expenditures XX, XXX
$ XX, XXX

Due to Other Programs/Agencies consist of:

Loan from XYZ Program:

(Identify Program Year and the Purpose of Loan) $ XX, XXX

Loan to ADY Agency:

(Identify Program Year and the Purpose of Loan) $ XX, XXX
XX, XXX

(1) Agrees with amount reported in Statement of Revenues and Expenditures.

(2) Memorandum entry only, where applicable.

(3) Prior-year Questioned Costs are recorded as a Receivable from the Contractor and Payable
to ACS.

9. Child and Adult Care Food Program (C.A.C.F.P.): All C.A.C.F.P. accounts payable are to be
fully disclosed in the “Notes to Financial Statements.” The accounts payable note should
include an itemized detailed list of each accounts payable Current-Year Program
C.A.C.F.P. Revenues over Expenditures.

10. Lease Commitments: The lease commitments note should be prepared in accordance with the
Statement of Financial Accounting Standards (SFAS) NO.13, the related amendments and
interpretations. At a minimum, the following should be disclosed for operating leases:

a. Future minimum rental payments required, for all sites, as of the date of the latest
Statement of Financial Position, in the aggregate and for each of the five succeeding fiscal
years.

b. The total of minimum rentals to be received in the future under non-cancelable sub-leases
as of the date of the latest Statement of Financial Position.

c. Rental expense, with separate amounts for minimum rentals, contingent rentals, and
sub-lease rentals.

d. A general description of the leasing arrangements, at a minimum, should include:
- The basis on which contingent rental payments are determined,

- The existence and terms of renewal or purchase options and escalation clauses;
- Restrictions imposed by lease agreements;
- The existence of related parties in the lease transactions; and

- Costs per square foot and/or rental rate as described in the lease agreement.
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Lease Commitments:

The provider organization leases the main office under the Operating Lease that expires in 200X and
Equipment (specify type) that expires over the next X years.

Commitments under operating Lease Agreements for Facilities and Equipment provided for
minimum annual rental payments as follows:

Facilities Equipment Total
201X $ 5,000 2,500 7,500
201X 5,000 2,500 7,500
201X 5,000 2,500 7,500
201X 5,000 2,500 7,500
201X 5,000 2,500 7,500
Thereafter 13,500 - 13,500
Total $38,000 $12,500 $51,000

201X Rent Expense was $7,500. The Cost Per Square Foot for the Facilities was $10.50.

(If the Lease Agreement contains minimum Rentals, Contingent Rentals, and/or Sub-lease
Rental, see SFAS No. 13, Appendix D for disclosure guidance.)

11. Contractual Agreements: The contractual agreements note contains a description of the
significant contractual agreements that pertain to the organization under audit (excluding those
leases included in the lease note). Between the lease note and contractual agreements note,
no significant leases and/or contracts should be omitted, regardless of the duration of the
agreements. Typical contractual agreements include:

- Month-to—Month leases for postage meters, copy machines, equipment rental, and
maintenance contracts; and
- Other contracts not included in the lease note.

Contractual Agreements:

The Contractual Agreements disclosure should include those significant Contractual
Agreements (excluding the leases reported in the Lease Footnote) related to the provider
organization (e.g., month-to-month leases or maintenance contracts.) the disclosures, at a
minimum, should include:

A Name of Agreements;

B.  Future commitments under the agreements, including amounts committed and the
period of time; and

C.  Any involvement with Related Parties
12. Cost Allocation: The cost allocation note contains a description of the cost allocation plan and

cost allocating plan between direct and indirect. Refer to Part 1l Section 4.2: Auditor’s
Compliance and Findings on page 32.
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13. Centrally Paid Costs for EarlyLearn provider organizations: The centrally paid note contains
the description and amount of the EarlyLearn provider organization’s insurance. ACS pays
for the organization through the Central Insurance Program. ACS currently pays a total of
$3,400 per classroom for the following insurance coverage: Workers’ Compensation and
Disability, Commercial General Liability, and Fidelity/Crime Insurance.

Please Note: Although the following insurance information will not be applicable to the 2013
Audit it will be required for the 2014 Audit.

Insurance Costs:

Insurance Costs aggregating $XX, XXX for the fiscal year ended month/date, 201X were paid
by the City of New York on the behalf of the provider organizations ___# employees and are
not reflected in the Financial Statements. The components of the Centrally Paid Insurance Costs

include:

Health $ XX, XXX

Disability XX, XXX

Life

Accident, Death, and

Dismemberment XX, XXX

Workers’ Compensation XX, XXX

General Liability XX, XXX

Property Insurance XX, XXX

Fatality Policy XX, XXX
$ XX, XXX

14. Contingent Liabilities: The contingent liabilities note contains a description of all contingent
liabilities affecting the contract organization. Typical contingent liabilities include:

- Litigation employment related to EEOC, workers’ compensation, and liability; and
- Compliance with contract terms.

The disclosure of the litigation should include a description of the litigation, including

parties involved, and an estimate of the possible loss or range of loss, or else state that such
an estimate could not be made.

Refer to Statement On Accounting Standards (SAS) NO. 12 Inquiry of a Client's Lawyer
Concerning Litigation Claims, and Assessments and Statement of Financial Accounting
Standards (SFAS) NO. 5, Accounting for Contingencies for additional guidance.

Contingent Liabilities:*

The provider organization participates in a number of Federal, State, or locally assisted Grant
Programs, of which the principle items are (describe each program). These programs are
subject to Financial and Compliance Audits by the grantors or their representatives. The audit
of the(se) program(s) for or including the year ended January 31, 200X, have not yet been
conducted. Accordingly, the provider organization’s compliance with applicable grant
requirements will be established at some future date.

The amount, if any, of expenditures that may be disallowed by the granting agencies cannot be
determined at this time although the agency expects such amounts, if any, to be immaterial.

*This Footnote should be appropriately modified to reflect contingency-related
Current and Prior-Year Questioned Costs.
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15. Depreciation: The depreciation note describes the annual record of depreciation in the
accounts on long lived assets.

Refer to Financial Accounting Standards Board (FASB) Accounting Standards
Codification ASC 958-360-35, Not-for-Profit Entities: Depreciation Financial Accounting
Standards (FAS-93, Recognition of Depreciation by Not-for-Profit Organizations)
which requires all not-for-profit organizations to recognize depreciation n the financial
statements and to disclose the depreciation expense, the balances of major classes of
depreciable assets and the accumulated depreciation at the balance sheet date, and a
description of the Depreciation method used.

16. Related Parties: The related parties note should contain a description of all significant
related-party transactions. Typical related parties include:

« Services obtained from a business that is controlled by officers, directors, or their family
members of the organization (e.g., such as rent). Refer to SAS NO. 45, "Related Party
Transactions” and SFAS NO. 57, "Related Parties” for additional guidance.

+ Possible Additional Note Disclosure: In addition to the above suggested notes, any infrequent
or unusual items and/or misleading items should be disclosed in the notes.

Related Parties:

Related-Party disclosures should include as a minimum:
A. The nature of the relationship(s) involved.

B. A description of the transactions, including transactions to which no amounts or
nominal amounts were ascribed, for each of the periods for which statements of
revenues and expenditures are presented, and such other information deemed necessary
to an understanding of the effects of the transactions on the Financial Statements.

C. The dollar amounts of transactions for each of the periods for which statements of
revenues and expenditures are presented and the effects of any change in the; method
of establishing the terms from that used in the preceding period.

D. Amounts due from or to related parties as of the date of each statement of assets and
liabilities presented and, if not otherwise apparent, the terms and manner of settlement.
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17. Reporting Parents’ Fees In The Audit Reports:

Child Care Program: Due to the importance of parents' fee revenue to the program, all fees
are considered by ACS to be collectible from the parents. This includes parents’ fees that
were due but that “remain unpaid” for children no longer in the program. Therefore, the
parents' fees receivable should always remain on the Statement of Financial Position of the
contract organization as “Due from Provider Organization” and show balances outstanding
for the current year and the be separately detailed in the Notes to the Financial Statement.

The auditor should review the system of internal control surrounding the collections of
parents' fees and report any weaknesses in the audit report on internal control. The auditor
should also determine if the organization has a debt write-off policy for revenue not
collected.

Head Start and Dual Programs: A Head Start program must not prescribe any fee schedule
or otherwise provide for the charging of any fees for participation in the program. If the
family of a child determined to be eligible for participation by a Head Start program
volunteers to pay part or all of the costs of the child’s participation, the Head Start program
may accept the voluntary payments and record the payments as program income. Under no
circumstances shall a Head Start program solicit, encourage, or in any other way condition a
child’s enrollment or participation in the program upon the payment of a fee.

18. Reporting Private Tuition Fees In The Audit Reports

(a) The private tuition funds, if they exist, must be audited. Revenues and expenditures
must be included in the audit report. The audit report will be considered “INCOMPLETE”
without the required accounting or relevant statement.

(b) The auditor should receive written representation from the contract organization that
the contract organization has provided the auditor with all the private tuition bank accounts
and books or that there is NO private tuition funds and make a note thereof in the audit
report.

(c) Private tuition funds must be segregated from ACS contracted funds, and may be
expended for any of the expenditures by the ACS budget categories.

(d) Any surplus of private fees belongs to the provider agency and can be spent on
allowable expense as designated by the organizations Board.

19. Other Funds Used For Day Care

Reporting and auditing of all funds used to administer the EarlyLearn contract is essential
in order to understand how the program is operating financially. These funds can be from
fundraising, grants from state and the federal governments and/or foundations.
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Part Il. Section 4.1.2: ACS Schedules

These schedules are information that assists ACS in determining how well your organization is
performing financially. All ACS schedules below are part of the Audit Report and will be subject to all
audit procedures and requirements.

ACS needs the required schedules for EarlyLearn provider organizations to fully identify and account
for ACS funds for each and every program. These schedules are also needed for the close-out of each
contract and to determine balance to the provider organization or to ACS at the end of the fiscal year.

Each of the following schedules must be prepared separately for each program.

Statement of Revenues and Expenditures Budgeted & Actual : Consolidated Schedule 1
Statement of Revenues and Expenditures Budgeted & Actual : Site Specific Schedule 2
Statement of Head Start Revenues and Expenditures Budgeted and Actual:

Consolidated Schedule 3
Statement of Head Start Revenues and Expenditures Budgeted and Actual:

Site Specific Schedule 4
Schedule of Consultants Schedule 5
Schedule of Fixed Assets Inventory Schedule 6
Schedule of Quantitative Program Results Schedule 7
Schedule of Renovation Schedule 8
Detailed Explanation of Questioned Costs Schedule 9

The following additional Schedules are required, where applicable:

A. In lieu of the Schedule of Miscellaneous Expenditures in excess of $100, a Schedule of
Other Expenditures should be included containing the following cost categories where
applicable:

- Telephone

- Utilities

- Uniform Allowance

- Maintenance and Repair

- Local Transportation-Staff

- Local transportation-Children
- Postage

- Field Trips

- Rental of Equipment

- Service Contracts

- Insurance (for Automobiles)
- Bank Charges

- Miscellaneous (minor dollar accounts)
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Part Il. Section 4.1.3: OMB Circular A-133 Requirement

If your organization receives more than $500,000 in federal funds your organization is required to do
an A-133 as a separate report. The report should include the following:

o The type of report the auditor issued on the financial statements of the auditee (i.e.,
unqualified opinion, qualified opinion, adverse opinion, or disclaimer of opinion).

o Where applicable, a statement that significant deficiencies in internal control were
disclosed by the audit of the financial statements and whether any such conditions were
material weaknesses.

o Since a statement as to whether the audit disclosed any noncompliance which is
material to the financial statements of the auditee.

. The dollar threshold used to distinguish between Type A and Type B programs as
defined in OMB Circular A-133.

o The Catalog of Federal Domestic Assistance (CFDA) number for each federal program,
as applicable.

. The amount of expenditures in the schedule of expenditures of federal awards
associated with each federal program.

. For each federal program, a yes or no statement as to whether there are audit findings in
each of the following types of compliance requirements and the total amount of any
questioned costs:

- Activities allowed or unallowed.

- Allowable costs/cost principles.

- Cash management.

- Davis-Bacon Act.

- Eligibility.

- Equipment and real property management.

- Matching, level of effort, earmarking.

- Period of availability of Federal funds.

- Procurement and suspension and debarment.
- Program income.

- Real property acquisition and relocation assistance.
- Reporting.

- Subrecipient monitoring.

- Special tests and provisions.

- Questioned Costs

o Auditee Name, Employer Identification Number(s), Name and Title of Certifying
Official, Telephone Number, Signature, and Date.

. Auditor Name, Name and Title of Contact Person, Auditor Address, Auditor Telephone
Number, Signature, and Date.

. Whether the auditee has either a cognizant or oversight agency for audit.
- The name of the cognizant or oversight agency for audit.
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Reporting package. The reporting package shall include the:

(1) Financial statements and schedule of expenditures of Federal awards;
(2) Summary schedule of prior audit findings;

(3) Auditor's report(s); and

(4) Corrective action plan, if applicable.

Submission to Clearinghouse. All auditees shall submit their A-133 to the Federal Clearinghouse.
Federal Audit Clearinghouse
Bureau of the Census
1201 East 10" Street
Jeffersonville, Indiana 47132

ACS EarlyLearn NYC Contract Audit Guidelines - Fiscal Year 2013: Information for CPA Audit Firms & Provider Organizations
(29)



Part 1l. Section 4.2: Auditor’s Compliance and Findings

All audit reports must contain a report on compliance in accordance with the
requirements of the GAO Yellow Book and Statement of Financial Accounting Standards (SAS) No.
63. Auditors are to prepare a written report on their tests of compliance with applicable laws and
regulations. This report should contain a statement of positive assurance on those items which were
tested for compliance and negative assurance on those items not tested. It should include all instances
of noncompliance, and all instances or indications of illegal acts which could result in criminal
prosecution. The auditor must make a sufficient examination to report on the provider organization's
compliance with the applicable law and regulations and specified quantified contractual requirements.
Specific compliance areas are delineated in separate pages. The auditor communicates the results of the
compliance testing in the report on compliance.

The auditor should, as part of the audit, review contracts and perform audit procedures to ascertain that
the specific quantified program objectives have been achieved. They should also examine the Internal
Controls over the data gathered by the organization relative to program objectives to ensure that
required reports submitted to ACS concerning program objectives are supported by the books and
records including any schedules, and are fairly presented. However, even if reports concerning program
objectives are not contractually required, the auditor should make sufficient observations and
examinations of data to ascertain whether the quantified program objectives are being met. Audit
working papers should reflect the scope of such examination. The following listed below are the section
in which the auditor should test for compliance and should note in the Report of Compliance, whether
the organization was in compliance or not.

Accounting System Certifications
The auditor will determine if the organization has an accounting system that has appropriate internal

controls for safeguarding assets, liabilities, revenues and expenses, checking the accuracy and
reliability of accounting data, and promoting operating efficiency.

Banking Requirement
The organization is required to deposit all monies received from ACS into a FDIC insured interest

bearing bank account. No more than the maximum insured should be deposited into any one account.
List the bank and the amounts.

Contractor Contribution

ACS will fund EarlyLearn providers up to a maximum of 93.3% of program costs of all program
models. The provider organization must contribute a minimum of 6.7% for all models except Head
Start and Dual requires a 20% non-federal match. For provider organizations that provide a Head Start
and Dual program the 6.7% is a subset of the 20% non-federal match. Contractor’s contribution must
cover the program costs associated with meeting the service requirements and not supplement them.
Contractor’s contribution must meet the criteria for the allowability, allocability, and the valuation of
the sources contributed. This contribution should not have any strings attached to it, where the provider
organization benefits personally from the contribution.

e Contractor’s Contribution can be in the form of cash and non-cash contribution and it is
expected to fund allowable costs.

e Refer to the EarlyLearn NYC Fiscal Manual for examples that may comprise the provider
agency contribution.

e The auditor should test what the provider organization has reported on its expense reports as
contractor contribution.
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e The test should determine the validation and the allowability of the expenses. In determining
the adequacy of the Contractor’s Contribution the calculation is based in actual expenditures
and not budget expenditures.

e If the expenses are not valid this should be recorded in the Compliance Reports.

¢ If the provider organization has not met its contractor’s contribution the auditor should note this
in the Compliance Report.

Contractor’s Contribution Calculation:

Contribution due from a provider organization should be calculated by program model and
then aggregated on a contractor level based on actual expenditures. Provider organization may
have different program models and each model has its own specifics due to different funding.
The information below should only be used for child care programs.

Contract Amount Awarded by ACS $ (reflects 93.3% of ACS funding)
Contractor Contribution $ (reflects 6.7% of Contractor Contribution)
Amount of Revenue received from ACS $ :

Amount due from Contractor $ (Revenue / 93.3 x 0.067)

Amount the provider organization provided $

Percent of Contractor Contribution achieved %

Met Contractor Contribution requirement? Yes No

* Family Child Care Network (FCCN) provider stipends are not included when calculating
Contractor’s Contribution. For this model the Contractor’s Contribution is calculated based on the
cost of administering FCC network. As of 10/1/2012 for the entire Fiscal Year 2013 FCCN
Administrative Fund was calculated based on FCCN Daily Administrative Rate of $5.27.

Head Start Non-Federal Match (NFM)

Non-Federal Match relates only to those EarlyLearn NYC Programs that are fully or partially funded
by federal dollars. Therefore, only funding for Head Start (HS) and Dual (CCHS) preschool children
falls under NFM requirements. In accordance with 45 CFR 8§1301.20 the provider organization must
meet 20% of Non-Federal Share/Match. The normally required 20% of the Total HS Program’s Cost
(Federal Fund plus Non Federal Share) this is the same as 25% of the Total Federal HS Fund expensed.
Thus, a Contractor’s NFM responsibility is 25% of the total amount of HS Fund expensed by the
provider organization plus related HS administrative costs paid by ACS, such as insurance.

The primary sources of NFM may be state or local funds as well as donations from non-federal third
parties in Cash and In-Kind. Since Universal Pre-Kindergarten (UPK) Head Start expenses are funded
by sources other than federal fund (New York State) they may be counted toward NFM requirements.
If a provider organization fully meets his responsibilities toward NFM for applicable programs, it
means that the Contractor’s 6.7% HS Contribution responsibilities also were met regardless of the
balance.

Head Start programs require a 20% in-kind non-federal match of Head Start funding. The 6.7%
contractor contribution is a subset of the non-federal match. Universal Pre-Kindergarten is funded by
New York State and must be used as contribution to the provider organization’s Head Start non-federal
match requirement.

e Non-federal match can be in the form of cash and non-cash contribution and it is expected to
fund allowable costs.

e Refer to the Fiscal Manual for examples that may comprise the non-federal match contribution.
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¢ Non-federal matching cash and non-cash assistance used for ACS’s Head Start program cannot
also be used for any other federally assisted project or program.
The auditor should test to determine if the organization has met its non-federal match.
The auditor should test what the organization has reported on its expense reports as Non-federal
match.
The test should determine the validation and allowability of the expenses.

o If the expenses are not valid this should be recorded in the compliance reports.
If the organization has not met its non-federal match the auditor should note this in the
Compliance Report.

In-Kind
Contract Amount Awarded by ACS $ (reflects 80% of ACS funding)
In-Kind $ (reflects 25% of Contractor Contribution)
Amount of Revenue received from ACS $ .
Amount due from Contractor $ (Revenue/.75x.25
Amount of NFM the organization provided $ :
Percent of Contractor’s Contribution achieved %.
Met NFM requirement? Yes No

If an organization has excess Contractor Contribution and In-Kind Match, the excess over the
budgeted amount should not be a Questioned Cost. A note should be added to the budget and actual
statement explaining that the budget overage is caused by an excess of In-Kind or Contractor
Contributions. Any Contractor Contribution and In-Kind match deficiency should also be disclosed in
the Compliance Report.

Revenue Received from Enrollment
This section has been left blank and will be added to the testing in 2014 audit.

Cost Allocating Plans and Cost Allocation Plans

All organizations should have a cost allocating plan (direct, indirect) or a cost allocation plan on file.
ACS requires that provider organization must fairly and accurately allocate costs which are attributable
to the operation of two or more programs with distinct funding sources by a method which represents
the benefit of such costs to each program.

In the “Notes to Financial Statements and Compliance Section,” the auditor shall indicate if the
contract organization has a cost allocating plan or a cost allocation plan and if the plan was
implemented in their accounting system.

e Cost Allocating between direct and indirect refers to the distribution of costs between direct/
programmatic and indirect/administrative which taken together equal the total cost of the
program. Cost Allocating between direct and indirect is the foundation of a Cost Allocation
Plan. Cost allocating:

o Ensures costs are reasonable;

o ldentifies each component of the budget as either direct or indirect;

o ldentifies how money is spent in connection with a program and how much is spent to
administer it; and

e A Cost Allocation Plan refers to how costs are distributed among the various funding sources. It
is a written account of the methods used by an agency to allocate costs to its various funding
sources.
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o A cost allocation plan is the process of assigning two or more programs the costs of an
item shared by the program.

o The goal is to ensure that each program bears its fair share and only its fair share of the
total cost of the item.

o Ensures funds are correctly spent by funding source.

Limitations on Costs of Development and Administration of a Program

Allowable costs for developing and administering a program may not exceed 15 percent of the total
approved costs of the program for Head Start and 25 percent for Child Care and Dual programs.

The limit of 15 and 25 percent for development and administrative costs is a maximum. In cases where
the costs for development and administration are at or below 15 percent, but are judged by ACS to be
excessive, the organization must eliminate excessive development and administrative costs.

Development and administrative costs. Costs classified as development and administrative costs are
those costs related to the overall management of the program. These costs can be in both the personnel
and non-personnel categories.

Provider organization must charge the costs of organization-wide management functions as
development and administrative costs. These functions include planning, coordination and
direction; budgeting, accounting, and auditing; and management of purchasing, property,
payroll and personnel.

Development and administrative costs include, but are not limited to, the salaries of the
executive director, personnel officer, fiscal officer/bookkeeper, purchasing officer, payroll,
insurance, property clerk, janitor for administrative office space, and costs associated with
volunteers carrying out administrative functions.

Other development and administrative costs include expenses related to administrative staff
functions such as the costs allocated to fringe benefits, travel, per diem, transportation and
training.

Bonding; and, to the extent they support development and administrative functions and
activities, the costs of insurance, supplies, copy machines, postage, and utilities, and occupying,
operating and maintaining space.

Program costs. Program costs include, but are not limited to:

Personnel and non-personnel costs directly related to the provision of program component
services and component training and transportation for staff, parents and volunteers;

Costs of functions directly associated with the delivery of program component services through
the direction, coordination or implementation of a specific component;

Costs of the salaries of program component coordinators and component staff, janitorial and
transportation staff involved in program component efforts, and the costs associated with parent
involvement and component volunteer services; and

Expenses related to program staff functions, such as the allocable costs of fringe benefits, travel,
per diem and transportation, training, food, center/ classroom supplies and equipment, parent
activities funds, insurance, and the occupation, operation and maintenance of program
component space, including utilities.
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Dual benefit costs. Some costs benefit both the program components as well as development and
administrative functions within the program. In such cases, grantees must identify and allocate
appropriately the portion of the costs that are for development and administration.

Dual benefit costs include, but are not limited to, salaries, benefits and other costs (such as
travel, per diem, and training costs) of staff who perform s both program and development and
administrative functions. The organization must determine and allocate appropriately the part of
these costs dedicated to development and administration.

Space costs, and costs related to space, such as utilities, are frequently dual benefit costs. The
provider organization must determine and allocate appropriately the amount or percentage of
space dedicated to development and administration.

Limitation of Cost:

Child Care Program:
Total Expenses for EarlyLearn $

Total Amount Administrative $ , %
Total Amount Programmatic  $ , %
Meet Limitation requirement  Yes , No

Dual Program:
Total Expenses for EarlyLearn $

Total Amount Administrative $ , %
Total Amount Programmatic  $ , %
Meet Limitation requirement  Yes , No

Head Start Program:
Total Expenses for EarlyLearn $

Total Amount Administrative $ , %
Total Amount Programmatic  $ , %
Meet Limitation requirement  Yes , No

Governance and Management Policies

The auditor should determine if the provider organization has the following policies listed below and
whether they have been implemented:

Policy and Board member responsibility: The provider organization must have written policies that
define the roles and responsibilities of the governing body members and that inform them of the
management procedures and functions necessary to implement a high quality program.

The provider organization’s governing body shall be composed as follows:

O

Not less than 1 member shall have a background and expertise in fiscal management or
accounting;

Not less than 1 member shall have a background and expertise in early childhood education
and development;

Not less than 1 member shall be a licensed attorney familiar with issues that come before the
governing body;

Additional members shall reflect the community to be served and include parents of children
who are currently, or were formerly, enrolled in Head Start programs.
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If the provider organization has not established the appropriate groups, the auditor should comment on
the current status and planned action for meeting the requirement on the Compliance Report. The
provider organizations receiving only Child Care funding, determine whether the Organization has set
up the Parent Advisory Committee by the established deadline date of December 21, 2012.

Executive Compensation: A provider organization may not pay more than reasonable compensation for
services rendered. In the compliance section the auditor should indicate if the provider organization
has a policy in place for determining compensation for management staff.

Conflicts of Interest: The directors of an organization owe it a duty of loyalty. The duty of loyalty
requires a director to act in the interest of the organization rather than in the personal interest of the
director or some other person or organization. In particular, the duty of loyalty requires a director to
avoid conflicts of interest that are detrimental to the organization. Many organizations have adopted a
written conflict of interest policy to address potential conflicts of interest involving their directors,
trustees, officers, and other employees.

Investment: The governing body or certain other persons may be required either by state law or by the
organizational documents to oversee or approve major investments made by the organization.
Increasingly, organizations are investing in joint ventures, for-profit entities, and complicated and
sophisticated financial products or investments that require financial and investment expertise and, in
some cases, the advice of outside investment advisors.

Fundraising: Charitable fundraising is an important source of financial support for many
organizations. The IRS encourages organizations to adopt and monitor policies to ensure that
fundraising solicitations meet federal and state law requirements and solicitation materials are accurate,
truthful, and candid. Organizations are encouraged to keep their fundraising costs reasonable and to
provide information about fundraising costs and practices to donors and the public.

Refer to ACS Numbered Memorandum entitled Facility / Property Related Fundraising Policies dated
March 15, 2012.

Governing Body Minutes and Records: How often does it meet and whether the minutes are available.

Document Retention and Destruction: ACS encourages organizations to adopt a written policy
establishing standards for document integrity, retention, and destruction. The document retention
policy should include guidelines for handling electronic files. The policy should cover backup
procedures, archiving of documents, and regular review of the reliability of the system.

Whistleblower Policy: The public expects an organization to abide by ethical standards that promote the
public good. The provider organization’s governing body bears the ultimate responsibility for setting
ethical standards and ensuring they permeate the organization and inform its practices.

Ethics Policy: ACS encourages an organization’s board of trustees to consider adopting and regularly
evaluating a code of ethics that describes behavior it wants to encourage and behavior it wants to
discourage. A code of ethics will serve to communicate and further a strong culture of legal
compliance and ethical integrity to all persons associated with the organization.
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Volunteers: The provider organization must develop and implement a system to actively recruit, train
and utilize volunteers in the program. Special efforts must be made to have volunteer participation,
especially parents, in the classroom and during group socialization activities. The organization should
have a policy and procedures on how to recruit, screen, manage, track and validate the amount of time
spent by volunteers in the classroom or on projects.

Capitalization Policy: Does the provider organization have a policy in place that defines a capital asset
and when the assets depreciates?

Board of Director Minutes

The minutes of the provider organization's Board of Directors should be reviewed to ascertain if there
are any significant contingent liabilities and/or litigation and that the Board has approved to make
major expenditures. Significant contingent liabilities and/or litigation should be disclosed in the notes
to the financial statements, if minutes are not maintained or available, this situation should be disclosed
in the Compliance Report.

Personnel Policies and General Administration

Written policies. The provider organization must establish and implement written personnel policies for
staff that are made available to all staff. At a minimum, such policies must include:

o Descriptions of each staff position, addressing, as appropriate, roles and responsibilities,
relevant qualifications, salary range, and employee benefits;

o A description of the procedures for recruitment, selection and termination.

Review:

- Determine whether the Personnel Policies and Procedures have been issued to or made
available to all organization employees.

- Determine that the provider organization has established written Personnel Policies and
Procedures covering its employees.

- Ascertain whether these policies and procedures have been approved by the Governing Board
and Policy Committee.

- Determine whether the Personnel Policies and Procedures have been issued to or made
available to all organization employees.

Select, on a test basis, samples of employees Personnel Files and determine whether the written
policies appear to be implemented. The review should include; Comparison of Salary levels, Employee
Benefits, and reimbursement of official expenses to prescribed policies and procedures.

Review the Policies and Procedures to determine whether the following required items are contained
therein:

o Staff Qualifications;
o Recruitment and Selection including information on background clearances;

o Classification of positions;
o Salary ranges and increases (including the basis of determining the amounts);
o Employee benefits (including leave, holidays, overtime, and fringe benefits);

o Expenses incidental to official duties (including travel and per diem);
o Staffing training, career development, and performance evaluation;
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o Employee-management relations (including employee grievance procedures in the event of
termination and other adverse actions);

o Employee conduct (including outside employment and acceptance of gifts and gratuities);

o Conflict of interest; and
o Nepotism policy.

Payroll Review

Since the payroll is generally the single largest item of expenditure for a given EarlyLearn provider
organization, ACS requires that, during the course of the audit (in addition to the usual payroll audit
procedures), the auditor must:

e On a surprise basis, select a sample and witness the distribution of the payroll checks. For
provider organizations with 20 employees or less, the distribution and/or alternative
procedures should include all employees.

e Select a sample and make surprise "Floor Checks" of persons charged to the program are
physically accounted for. For provider organizations with 20 employees or less, the floor
checks and/or alternative procedures should include all employees.

e Distribution of payroll checks and floor checks must be coordinated by the auditor with the
work schedule of the organization. If the organization has employees reporting for work at
different times of the day, the auditor must be present at the provider organization at the
various times that the employees are scheduled to work.

The above procedures must be performed during the period under audit. It is not acceptable to perform
the above procedures in the period after year-end. The report on internal control structure must contain
a positive assertion that the above procedures were performed, including the date performed. If the
above procedures cannot be performed, the Report on Internal Control Structure must contain a
description of the alternative procedures performed. Some typical alternative procedures (not all-
inclusive) include:

e Determining the existence of employees by physically meeting such individuals. The
auditor should obtain a copy of the most recent payroll, review proper identification for
all employees and have the said employees sign the register in an appropriate location to
signify that the amount of the paycheck listed was the amount of pay as received by the
employee.

e For payroll checks mailed directly to employees - Mail the payroll checks to employees
in the auditor's envelope. Checks should remain under the auditor’s control at all times
and should not be returned to the organization for mailing or any other purposes. Post
Office returns would then be received directly by the auditor for follow-up. When
canceled checks are returned by the bank, compare the endorsements on the checks to
the signatures in the Personnel Files.

e For direct deposit - Mail a letter along with the payroll stub (summary), to the employee,
have the employee sign the letter that confirms that he or she is a bonafide employee of
the organization and that the amount shown on the check stub was deposited into his or
her account, and return the letter, in a postage paid envelope, to the auditor. The
signatures on the letters are then compared to signatures in the personnel file.
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In addition, the auditor should determine that all Quarterly and Annual Payroll Tax returns
(941s, State Withholding Taxes, City Withholding Taxes, and State Unemployment Insurance)
were properly filed and amounts due paid on a timely basis. Delinquency in filing or paying of
payroll taxes for the sponsor (regardless of the program involved) must be disclosed in the report
on compliance along with the amounts of any Penalties or Interest resulting from the

delinquency.

Facilities

The provider organization’s facilities (where the children are being served) should be safe. Review
procedures should include ascertaining that the following documents and/or plans are present at the
provider agency’s facilities and that documents/plans meet the requirements set forth below.

o Certificate of Occupancy

Each provider organization must have a C. of O.

The Certificate of Occupancy is to include maximum allowable occupancies (e.g., EarlyLearn
center), maximum number of people, and maximum floor load. The C. of O. must be posted in
a place available to the public.

o Certificate of Fitness

Each provider organization must have a Certificate of Fitness from the Fire Department
indicating that a current and regular staff member on the premises has pass a prescribed course
in the operation of specific fire detection and prevention equipment (e.g., Interior Fire Alarms, if
applicable). The Certificate of Fitness must be posted in a place available to the public.

o Fire Evacuation Plan

Each organization must have a complete Fire Evacuation Plan that includes the items specified

below:

The primary and alternative fire exits.

The organization’s physical layout.

The order in which groups should leave the building.

The destination of each group once outside.

The responsibility of each staff person, including clerical, kitchen, and custodial
staff.

A fire evacuation plan must be posted in each classroom, office, and public bulletin
board.

Each classroom is to have written instructions for that room.

Inside each room there must be a diagram indicating “You Are Here” and indicating
the route to the primary exit.

Fire Evacuation Plans must be posted throughout the building.

o Fire Drill Log

Each organization must have a fire drill log available that shows monthly entries including:
- Date.
- Time of Drill.
- Time needed to evacuate building.
- Problems (if any).

- Initials of person in charge.
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o Interior Fire Alarm Testing Record
Each organization must have an interior Fire Alarm Testing Record available that shows daily
entries including:

- Date
- Time of Testing
- Station Tested.

o Fire Inspection Report
Each organization must have a fire inspection report available that includes a check-off list
from the Fire Department citing violations, if any.

o Security Plan
Each organization must have a complete security plan available that includes:

e Center opening procedures (including opening of fire exit doors)

e Center closing procedures (windows, etc.)

e Burglar alarm instructions, if appropriate

¢ Responsibility of staff/board for burglar alarm response, if appropriate
e Daytime access control measures

e Inventory control

e Key control

e Local Police, precinct address, telephone number.

Facilities, Material and Equipment

All equipment and/or furniture purchased with ACS funds is the property of the New York City
Administration for Children’s Services. The provider organization should maintain adequate records of
equipment purchased. Equipment means tangible nonexpendable personal property including exempt
property whose cost totals $500 or more and having a useful life of more than one year. The records
should show the acquisition date, serial number, costs, location, use of property and disposition if
made, physical inventory of equipment is made at least once every two years. The provider
organization has a procedure for obtaining bids for equipment costing $500 per unit or more. If the
provider organization has other funding sources which equipment is purchased with then in this case a
separate record of this will be required.

The purpose of this review is to determine whether the organization maintains a property management
system.

o Determine whether the organization maintained and ascertain account for equipment purchased
by different funding sources.

o Ascertain whether the organization takes a physical inventory of equipment at least once every
year and reconciles the result of the inventory with property records. Also, ascertain if a
determination is made by the organization to verify the existence, current utilization, and
continued need for the property.

o Determine whether differences between the property record balances and the physical inventory
balances are investigated and reconciled.
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o Determine whether the organization has established procedures for disposing equipment no
longer necessary. Equipment purchased with ACS funds are property of the ACS, therefore any
disposal of equipment must be approved by ACS. All proceeds, if any received, must be
returned to ACS.

o Ascertain whether the following purchasing vs. lease decision criteria have been applied;

- Equipment Purchase: When the total cost of leasing equipment, over the life of the lease
contract, equals or exceeds the purchase cost, then the equipment must be purchased. The
cost of such purchases should include, where available and appropriate, the cost of service
contracts offered by the manufacturer and/or vendor.

- Equipment Leasing: Equipment leasing is appropriate only when total lease costs do not
equal or exceed the cost of purchasing. The equipment item, including the cost of
maintaining the item. It is also appropriate when the equipment item is manufactured
using a technology which is changing rapidly (e.g., computers and telephones).

Health, Child and Safety
The purpose of this review is to determine whether the provider organization has the required health
documentation and materials specified below.

A health folder should be on file for each child enrolled in the program. On a test basis, select a sample
of records for children participating in the organization program and determine whether:

- Individual health records are kept; and

- Health records contain the child’s medical history, screening medical and dental
examination date, evaluation of this material, and up-to-date information about
treatment and follow-up

Ascertain whether there is evidence that the provider organization:
o Forwards, with parent consent, the health records to either the school or health delivery system
or both, when the child leaves the program;
o Gives parents a summary of the records, which includes information on Immunization and
follow up treatment;
o Ensures that parents are told the nature of the data to be collected, the users to which the data
will be put, and that the uses will be restricted to the stated objectives.

Health Records & Pre-Hire Screening - Staff

A Health folder should be on file for all permanent staff and for substitutes and volunteer parents on
the day of the audit. All permanent staff, substitutes and volunteer parents must also have
documentation in their personnel file that indicates that they received background clearances prior to
hire or working in the program.

Select a sample of records on the provider organization program and determine whether each folder for
permanent staff and for substitutes and volunteer worker present on the day of the audit includes the
following (no specific form is required):
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Health-related:

o A statement from a licensed physician that a medical examination was performed within the
last 12 months.

o A statement from a private physician or a Department of Health Chest Clinic that Tuberculin
Screening was performed within the last 12 months as follows:

- If test results were negative, no other action is required.

- If a positive reaction was noted currently or in the past, then evidence must be present
that chest x-ray was obtained.

Background Clearances:

o The Department of Investigation (DOI) Report (fingerprinting, review of records for criminal
convictions and pending criminal actions)

o The State Central Clearance Registry Report (child abuse and maltreatment).

Food Service/Child Nutrition

The purpose of this review is to determine:

A. Whether the number of meals and snacks served is consistent with the number of meals and
snacks claimed for C.A.C.F.P. reimbursement.

B. Determining that the number of meals and snacks served daily is properly recorded by:

Performing, on an unannounced basis, a count of the actual number of meals and
snacks served on a given day.

Tracing the results of the above count to the daily written record of meals/snacks
served.

C. Determining that the following procedures are performed by the provider organization:

Menus are reviewed by the Nutritionist.
Menus are posted and dated.

Menus reflect food actually served.

Menus of meals actually served are on file.

There is a food protection certificate for either the person doing the cooking or assisting with
the cooking in the center.

There is a thermometer installed in each food storage area and temperatures are within the
ranges specifies below:

- Freezer: -5 degrees Fahrenheit to 5 degrees Fahrenheit
- Refrigerator: 35 degrees Fahrenheit to 45 degrees Fahrenheit
- Non-Refrigerator: 60 degrees Fahrenheit to 70 degrees Fahrenheit

D. Determining that the number of meals and snacks served monthly, as recorded in the
daily written record, agrees with the number as reported on the monthly C.A.C.F.P.
Claim Form. *Definition of number of meals and snacks served: The number of
children being served at the point of service.
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Child and Adult Care Food Program (C.A.C.F.P.)

EarlyLearn programs receive direct funding from C.A.C.F.P. The Agreement states that the provider
organization is entitled to receive a reimbursement rate per meal. Cash advanced should be considered as
revenue only when C.A.C.F.P. has advised the provider organization to apply advances towards a
reimbursement claim. C.A.C.F.P. is the prime source for food related costs. EarlyLearn will fund
additional food and related costs if the following criteria are met:

A.  The provider organization is duly licensed.

B. The desired Utilization which goal is 85%. However, provider organizations
experiencing poor Utilization which is attributable to childhood diseases such as measles
or chicken pox, should not be penalized. A provider organization with a utilization of
80%, and having a deficit in the CACFP Food Program, may have the deficit
supplemented with EarlyLearn Funds. Utilization below 80% may not be supplemented
with EarlyLearn Funds without prior approval from ACS.

C. There are no Administrative Costs (e.g., Director of Fiscal Officer’s salary,
etc.) included in the C.A.C.F.P. Deficit.

D. There are enough funds in the EarlyLearn Budget to pick-up the C.A.C.F.P. Deficit.

The provider organization should disclose ACS auditors any conditions that may adversely
affect EarlyLearn funding (i.e., disallowed C.A.C.F.P. Costs, C.A.C.F.P. Collection Notices,
Food Menu Violations, etc.) where an adverse condition exists, C.A.C.F.P Deficiencies should
be reported as Due from Sponsor:

C.A.C.F.P. revenues (on accrual basis) should normally not exceed related expenditures, based
upon the operations of the EarlyLearn program. Where the auditor encounters revenues which
exceed expenditures, he should determine that:

e Revenues have been properly recorded (i.e., advances are disclosed as liabilities);

e All related expenditures have been recorded against the revenue (i.e., accrual for all
Unpaid food bills, allocation of salary and related fringe benefits costs for all food
service personnel).

Cash advances should be considered as revenues only when C.A.C.F.P. has advised the
EarlyLearn provider organization to apply the advances towards a reimbursement claim. Any
excess of expenditures over reimbursements up to the unexpended budget amount is presented
as “Due from ACS” as long as the criteria listed above (2a, b, ¢, & d) are met for the Deficiency
of Revenue over the total unexpended budgeted amount, the Receivable is presented as “Due
from Sponsor”.

Prior year receipts from C.A.C.F.P. can be recorded as current year revenues only if the
revenues have not been previously reported. Prior-Year receipts are recorded as current-year
revenues, the amount and reason therefore should be appropriately disclosed in the Footnotes to
the Financial Statements.

Obtain confirmation from C.A.C.F.P. of all amounts reimbursed, including the amount of the
final reimbursement, if possible. If the final estimate cannot be confirmed, the auditor should;
estimate the final reimbursement based on the final month’s claim, and disclose in the footnotes
to the Financial Statement; the amount of reimbursement estimated; The period covered by the
estimate; The reasons for including the estimate in the audited Financial Statement.
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Enrollment and Attendance

All EarlyLearn provider organizations must maintain its funded enrollment level. The organization’s
Enrollment should include 10% Handicapped Children, for Head Start only.

All EarlyLearn provider organizations, on a monthly basis, are required to submit the WES Enroliment
System Attendance Reports to the Early Childhood Education Office. These reports are used to
determine compliance with State and Federal Attendance and Enrollment Requirements. The objective
of this review is to determine whether the enroliment and attendance information reported by the
agencies to ACS EarlyLearn is reliable and supported by appropriate documentation.

The provider organization should maintain an average daily attendance of at least 85% of the funded
enrollment. This percentage rate is considered the benchmark for best practice. If however, this
percentage is not reached, the provider organization should document the reason and efforts made to
attain the desired attendance. When the monthly average daily attendance rate in a center-based
program falls below 85 percent, a provider organization must analyze the causes of absenteeism. The
analysis must include a study of the pattern of absences for each child, including the reasons for
absences as well as the number of absences that occur on consecutive days.

Review procedures, on a test basis, should include;
A. Determining that the following procedures are performed by the provider organization:

- Enrollment and attendance is recorded daily for each child enrolled in the program in
a roll book, attendance sheet, or other source document.

- Daily attendance is tallied on the monthly report for each eligible child enrolled in the
program.

o Determining that attendance, as recorded in the roll book, daily attendance
sheet, or other source document, is properly supported by:

o Performing, on an unannounced basis, a head count of children in attendance on
a given day.

e Tracing the results of the above head count to the attendance recorded for each
child in the roll book, daily attendance sheet, or other source document.

B. Determining that the provider organization is meeting enrollment and attendance
requirements by comparing actual enrollment and attendance to levels per contract, to
WES.

Compliance with Contracts, Laws and Regulations

In accordance with EarlyLearn Contract Appendix B, Article 4, Section 4.02 Personnel Requirements
(page 21) a contractor should comply with the Living Law Provisions of Section 86-109 of the New
York City Administrative Code for providing day care and head start services. The auditor guideline
advices an auditor to refer only to Davis-Bacon Act not to NYC Comptroller requirements. It also may
be audited on a spot check basis for the selected samples.

An auditor should determine whether a Contractor, In accordance with Public Assistance Hiring
Commitment Rider, hired at least one Public Assistance Recipient for each $250,000 in value of the
agreement unless the exemption from all or part of the requirement was granted. See the page 26 of EL
Contract.
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In determining the nature, timing and extent of the audit steps and procedures to test for compliance,
the auditor should assess the risk of non-compliance with laws and regulations occurring and having a
direct and material effect on the financial statements. The auditor should assess the risk that the entity
did not comply with, those laws and regulations, and the risk that the entity's control structure, to ensure
compliance with laws and regulations might not prevent or detect that noncompliance.

Budget Compliance

The auditor should not conduct an audit without obtaining these documents. If the organization does
not have copies of the program budget and/or contract, this fact, should be disclosed in the Compliance
Report.

The auditor should ensure that a fully executed copy of the contract between ACS and the provider
organization is on file at the organization. The contract is a standardized preprinted contract. The
auditor should determine that the contract contains:

e The Commissioner's or the Deputy's signature, acknowledged by a notary;

e Authorized signature of an Board Member (preferably the Chairman of the Board) or
authorized designee:

e The impressed Corporate Seal, also acknowledged by a Notary, and

e A complete copy of the organization’s budget.
The organization should maintain an up-to-date budget with all modifications approved by the Board.

a. The auditor is to ascertain that the provider organization has provided him/her with the
original budget and all modifications to the original budget.

b. The auditor will determine if the organization has policies and procedures on
amending the organization’s budget.

Universal Pre-Kindergarten

The first dollars expensed by the organization is charged against the Universal Pre-Kindergarten (UPK)
Budget. All funding received from the UPK Program should be fully expensed. At the end of the
program year a net asset (fund balance) in the UPK Budget should not exist. The auditor should
determine if the provider organization is following these procedures.

Consumable Supplies

For significant amounts of inventory on hand at the end of the fiscal year, an inventory count should be
conducted by the provider organization and observed by the auditor and the resultant quantities valued.
The extended inventory value is then presented in the Statement of Financial Position. If excessive
amounts of inventory are on hand as of the end of the organization's fiscal year, the auditor should
consider questioning the expenditures that resulted in the inventory build-up as unreasonable
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Pa yments

ACS will issue provider organizations a payment at the beginning of each month. Payment amounts
are calculated using the provider agency’s daily rates for each category multiplied by the eligible
service day less any relevant offsets for a specific period or month. Rates are specific for contract age,
eligibility category and service setting. Service days are defined as enrollment for center-based service
settings or attendance for home-based service settings. Offsets include parent fees due for children
whose eligibility category requires parent’s contribution, and offsets for occupancy costs for usage of
vacant classrooms in City Owned /Leased buildings not related to the contract.

e The Auditor is to confirm the number of slots a provider organization has under contract under
EarlyLearn.

e The Auditor should review enrollment/attendance records in order to confirm what was
submitted to ACS for payment.

e The auditor should compare the actual revenue received by ACS, compared to their actual
expenses.

e Based on the above the auditor will determine if there are monies due to ACS or the provider
organization.

Payments received by the provider organization must be confirmed. The most significant amount of
program funding will be payments from ACS. The auditor is required to request a confirmation of
payments from ACS’s Fiscal Division, Child Care and Head Start Payment Unit. For prior-year
programs, additional payments received during the current-year will also be included in the
information confirmed by ACS to the auditor.

The auditor is required to confirm the amounts of payments received from other sources. These
additional confirmations of payments, when appropriate should be sent to the appropriate address of
the funders accompanied with a self-addressed, stamped envelope.

As with any receivable (prior-year or current-year), the collectability of the receivable should be
evaluated and determined.

In addition, the auditor should be aware of billings submitted to both ACS and other funding sources
for the same services rendered. On a test basis, the auditor should determine if the billings submitted by
the organization for services required under the contract to ACS for payment are also submitted to
another funding source for the same services rendered. Any such double billings should be disclosed in
the Compliance Report.

Security Deposits

Due to the significance in some agencies of security deposits and the related interest income thereon and
the potential for losing accountability for the asset, for all provider organizations, the auditor should
confirm, with the holder of the deposit, all original deposit amounts, and additional deposit amounts and
the Interest earned on the deposit(s). The amount of the deposit and related interest income should be

reflected in the financial statements of the organization.
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Inter-Organization/lnter-Program and Inter-Year Loan

The provider organization is prohibited from making inter-year or inter-program loans. The provider
organization is required to liquidate liabilities within 90 days after the end of the fiscal year. If a
provider organization has any loans outstanding as of the audit date or made and liquidated loans
during the audit period; the auditor should ascertain the nature and purpose of the transaction(s) and
include an explanation of the transaction(s) in the Compliance Report. Disclosures of the loans in the
financial statements alone is not sufficient, In addition, even if the loan is made and paid back during
the audit period, it should be disclosed in the Compliance Report.

Political Activity

Federal funds cannot be used for partisan political activity of any kind by any person or organization
involved in the administration of federally-assisted programs. (Hatch Act (S USC 1501-1508) and
Intergovernmental personnel Act of 1970 as amended by Title VI of Civil Services Reform Act (PL 95-
454 Section 4728).

Suggested Audit Procedures:
- Test the expenditure and related records for indications of lobbying activities,
publications or other materials intended for influencing legislation or similar type
costs.

- Test the personnel and payroll records and identify persons whose
responsibilities or activities include political activity.

- Test whether the above costs, if any exist, are charged directly or indirectly, to
ACS’s funds.

Davis — Bacon Act

All laborers and mechanics employed by provider organizations or sub-contractor to work on
construction projects financed by federal assistance must be paid wages not less than those established
for the locality of the project by the Secretary of Labor. {40 Stat 1494, March 3, 1921, Chap. 411.40
USC 276A-276A-5}

Suqggested Audit Procedures:

- Identify construction activities.

- Review selected construction contracts and subcontracts and determine whether they
contain provisions requiring the payment of “prevailing" wages.

- Review the organization's system for monitoring applicable provider organizations and with
respect to payment of prevailing wages and evaluate for adequacy.

- View the monitoring system for contracts for selected programs and determine whether there is
adherence to the prescribed procedures.
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Civil Rights

O

No person shall, on the grounds of Race, Color, National Origin, Age or Handicap, be excluded
from participation in or be subject to discrimination in any program or activity funded, in whole
or in part, by federal funds.

Discrimination on the basis of Sex or Religion is also prohibited in some federal programs
(Age- 42 USC 6101 et seq.; race —42 USC 2000d; handicap-29 USC 794.)

Determine whether the provider organization has a formal policy of Non- discrimination.

For provider organization's employing 15 or more persons, ascertain whether a person has been
designated to oversee Civil Rights Compliance.

Ascertain whether any of the programs contain prohibitions against discrimination on the basis
of Sex or Religion.

Ascertain the number of complaints, if any, filed with federal, state and or local agencies
responsible for ensuring non-discrimination in government programs during the fiscal year, the
status of unresolved complaints or investigations and the actions taken on resolved complaints
or completed investigations.

Obtain representation and/or attorney letters to determine if any civil rights suits have been
adjudicated or are pending.

Cash Management

Provider organization financial management systems shall include procedures to minimize the time
elapsed between the transfer of funds from the ACS or other funding sources and the disbursement of
funds by the organization.

Suggested Audit Procedures

Review the provider organization's cash forecasting process and evaluate for adequacy.

- Review the provider organization's system for tracking funds and evaluate whether it is
adequate to keep cash disbursements limited to the organization's immediate needs.

- Determine dates and amounts for recipients of funds and compare to the dates the funds
were disbursed and/or checks were presented to the banks for payments.

- Evaluate the size of the balances in relation to the program’s needs.

Questioned Costs

One result of the audit is questioned costs, which represent those expenditures that are not in
accordance with the contract agreement or OMB Circular A-87 and2 CFR Part 225. The auditor should
develop an understanding of the requirements of these documents. The criteria (not all-inclusive) for
questioned costs include the following:

ACS EarlyLearn NYC Contract Audit Guidelines - Fiscal Year 2013: Information for CPA Audit Firms & Provider Organizations

(47)



o Specific Disallowable Costs: These costs are specifically identified by law, rule, or regulation,

or the terms and conditions of the contract as disallowable. Items usually included in this

category are;

Bad debts

Contingencies

Cost of options to employees to purchase stock of the organization
Entertainment

Bond Costs, unless specifically required

Fines and penalties

Contributions and donations

Interest

Dividend payment to stockholders, partners, or sole proprietors of the
provider organization

Under-Recovery of Costs from prior or other grants; and

Unreasonable Costs: Costs not specifically disallowable or insupportable, but not reflecting an action a
prudent person would have taken under the conditions that existed at the time the decision incur the
cost was made, are unreasonable costs. Some examples are as follows:

e Purchasing six months of any supply and materials during the last six months of the fiscal year.
Renting luxury automobiles rather than lower-priced models; and purchasing expensive
equipment needed for a short period instead of leasing it.

Allocability: When allocating costs, the costs should be assigned to a particular object or class of
program according to the benefits received or some other equitable relationship, and;

e Be incurred specifically for the contract;

e Be necessary to the overall operations of the provider organization even if a direct
relationship to any particular class or program cannot be shown;

o Benefit the contract and other programs;

e Be distributed in reasonable proportion to the benefits received; not be matched to another

funded program; and

¢ Not be allocated in total to the grant when the costs also directly benefit other grant programs.

ACS EarlyLearn NYC Contract Audit Guidelines - Fiscal Year 2013: Information for CPA Audit Firms & Provider Organizations

(48)



Documentation: The documentation should support all costs, as appropriate. Typically, deficient

documentation occurs because of a lack of:

- Time and attendance records, invoices, etc.;

- Written contracts with consultants and/or sub-contractor organizations;

- Proper authorization to incur costs or to disburse monies; and/or

- Support for the recording of non-federal contributions (e.g., Contributed Services).

Propriety: The Federal and State Government and City of New York do not want to support
violations of public policy. The following costs are considered unallowable:

- Kickbacks
- Fines and penalties resulting from violations of the law; and
- Personal injury compensation.

Follow-Up on Prior-Period Audit Reports

The auditor should review the prior-period audit report and determine the status of implementation
and/or correction of prior compliance and internal control structure reported findings. Resolution of all
prior-period audit findings should be determined and commented on in the appropriate compliance or
internal control structure section of the audit report.

If previously missing documentation is subsequently provided by the organization, this fact should be
stated in the audit report for findings corrected, the auditor should state in the finding and that the
situation was corrected. For prior-period findings not corrected or partially implemented, the auditor
should repeat the finding in the current period report on compliance or internal control structure and
any progress toward implementation. In addition, unresolved prior-period findings should be
specifically identified in the prior-period section of the reports on compliance and internal control
structure. Therefore, the reports on compliance and internal control structure should be divided into
current-period' and 'prior-period’ comments.

The resolution of prior-period questioned costs should be determined and reported upon in
the 'prior-period' follow-up section of the compliance report.

Prior=Year Balances

The auditor should ascertain and substantiate the details of all prior-year balances as of the beginning
and end of the current period. The auditor should audit changes in prior-year balances during the
current period and verify for any additions or deletions to the supporting documentation. Prior-year
balances remaining at the end of the current year must be included in the current-year financial
statement and are covered by the auditor’s opinion on the financial statements.

The collectability of prior-year accounts receivable should be reviewed and the efforts to collect the
determined. A lack of effort by the organization to collect significant receivable should be disclosed in
the compliance report.
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The auditor should determine the status of the previous-year accounts payable as of the end of the
current-year fieldwork. Previous-year accounts payable, which is still outstanding as of the end of the
current-year fieldwork, should be indicated in the accounts payable note.

Reporting Errors, Irreqularities and lllegal Acts

The auditor should design audit steps and procedures to provide reasonable assurance of detecting
errors, irregularities and illegal acts that could have a direct and material effect on the financial
statement amounts. The auditor should also be aware of the possibility of illegal acts that could have an
indirect and material effect on the financial statements. Illegal acts and irregularities include such
matters as conflicts of interest, falsification of records or reports and misappropriation of funds or other
assets.

Competitive Bidding

The auditor should ascertain that the competitive bidding requirements, as required by the contract, are
being followed by the provider organization. These requirements usually apply to purchases of
equipment, rentals and food supplies.

Registration and Reporting Requirements

Ascertain, whether the provider organization had complied with Federal and State reporting
requirements, as well as the payroll reports. Federal and State reporting requirements include the timely
filing of the following forms:

Federal Form 990, Return of Organization Exempt From Income Tax;
New York State Form 500, Annual Report- Charitable Organization;

NYCF-1, Registration of Charitable Trust or Charitable Corporation; and
e NYCF2A, Annual Report of Charitable Organization

In addition, the auditor should determine if the organization is in compliance with the New York State
Abandoned Property Law with regard to undelivered disbursement checks (payroll as well as all other
checks). Any exceptions to the above should be reported in the Auditor's Report on Compliance.
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Part 1l. Section 4.3: Auditor’s Report on Internal Control and Findings

Internal Controls are to be an integral part of any organization's financial and business policies
and procedures. Internal controls consists of all the measures taken by the provider organization for the
purpose of; (1) protecting its resources against waste, fraud, and inefficiency; (2) ensuring accuracy and
reliability in accounting and operating data; (3) securing compliance with the policies of the
organization; and (4) evaluating the level of performance in all organizational units of the organization.

The auditor's objective in an examination of internal control is to form an opinion on the effectiveness
of the entity's internal control. Because an entity's internal control cannot be considered effective if one
or more material weaknesses exist, to form a basis for expressing an opinion, the auditor should plan
and perform the examination to obtain sufficient appropriate evidence to obtain reasonable assurance
about whether material weaknesses exist as of the date specified in management's assertion. A material
weakness in internal control may exist even when financial statements are materially misstated. The
auditor is not required to search for deficiencies that, individually or in combination, are less severe
than a material weakness.

An auditor may perform an examination of internal control only if the following conditions are met:

a. Management accepts responsibility for the effectiveness of the entity's internal control.

b. Management evaluates the effectiveness of the entity's internal control using suitable and
available criteria.

c. Management supports its assertion about the effectiveness of the entity's internal control
with sufficient appropriate evidence.

d. Management provides its assertion about the effectiveness of the entity's internal control
ina report that accompanies the auditor's report.

The examination of internal control should be integrated with an audit of financial statements.
Although the objectives of the engagements are not the same, the auditor should plan and perform the
integrated audit to achieve the objectives of both engagements simultaneously.

In some circumstances, particularly in some audits of smaller, less complex entities, the auditor might
choose not to test the operating effectiveness of controls for purposes of the audit of the financial
statements. In such circumstances, the auditor's tests of the operating effectiveness of controls would be
performed principally for the purpose of supporting his or her opinion on whether the entity's internal
control is effective as of period-end. The auditor should consider the results of the financial statement
auditing procedures in determining his or her risk assessments and the testing necessary to conclude on
the operating effectiveness of a control.

The auditor should focus more attention on the areas of highest risk. A direct relationship exists
between the degree of risk that a material weakness could exist in a particular area of the entity's
internal control and the amount of attention that would be devoted to that area. In addition, an entity's
internal control is less likely to prevent, or detect and correct a misstatement caused by fraud than a
misstatement caused by error. It is not necessary to test controls that, even if deficient, would not
present a reasonable possibility of material misstatement to the financial statements.
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The auditor should use a top-down approach to the examination of internal control to select the controls
to test. A top-down approach involves:

» Beginning at the financial statement level,

» Using the auditor's understanding of the overall risks to internal control,

« Focusing on entity-level controls;

« Working down to significant accounts and disclosures and their relevant assertions; and the
controls to test, not necessarily the order in which the auditor will perform the examination
procedures.

 Directing attention to accounts, disclosures, and assertions that present a reasonable possibility
of material misstatement to the financial statements and related disclosures;

« Verifying the auditor's understanding of the risks in the entity's processes; and

» Selecting controls for testing that sufficiently address the assessed risk of material misstatement
to each relevant assertion.

Listed below is the checklist of areas the auditor should review and answer yes, no, not sure or not
applicable to each question. Where the response is no, a finding should be indicated and a corrective
action should be formulated to correct this finding.

All provider agencies’ audit reports must contain a report: on organization's Internal Control Structure.
This report is to be based on the understanding of the Internal Control Structure made as part of the
audit of the organization's financial statements under the requirements of SAS No's 55, 60 and 63 and
the GAO Yellow Book. Auditors are to prepare a written report on their understanding of the
organization's Internal Control Structure and the assessment of control risk made as part of a financial
statement audit. The auditor's report should include as a minimum: (1) the scope of the auditor's work
in obtaining an understanding of the Internal Control Structure and in assessing the control risk, (2) The
entity's significant Internal Controls or Control Structure including the controls established to ensure
compliance with laws and regulations that have a material impact on the financial statements, and (3)
the reportable conditions, including the identification of material weaknesses, identified as a result of
auditor's work in understanding and assessing the control risk. Listed below are the areas that the
organization should also review:

CHECKLIST

Cash Receipts

1. Are checks endorsed “for deposit only” immediately upon receipt?

Does someone prepare a daily list of all cash and checks immediately upon receipt?

Are duplicate deposit slips and copies of checks retained in the files?

Is the person who has custody of actual cash and checks different from the person recording

them and acknowledging them in case of contributions?

Are all cash and checks deposited intact and on a timely basis?

Are restricted contributions clearly identified and recorded as restricted on the general ledger?

Is all cash received, counted and verified by two employees?

When events involve admission fees, does the agency issue pre-numbered tickets, with a record

of tickets printed, issued, used and unused, which is then compared to funds deposited?

9. Does the provider organization send acknowledgements to contributors and are copies of or
record of such acknowledgements kept on file?

~ownn
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Cash Disbursements

10. Are all disbursements, except those from petty cash, made by pre-numbered checks?

11. Are void checks preserved and filed after appropriate mutilation?

12. Is there a written prohibition against issuing checks payable to “cash”?

13. Is there a written prohibition against signing checks in advance?

14. Is a cash disbursement voucher prepared for each invoice or request for reimbursement that
details the description of expense account to be charged and contains authorization signature
and accompanying receipts and/or vendor invoices?

15. Are all expenses approved in advance by authorized persons?

16. Do the check signors review supporting documentation of expenses and approvals at the time of
signing checks?

17. Are signed checks mailed promptly?

18. Are paid invoices marked paid or attached to a copy of the check prior to filing?

19. Are requests for reimbursement checked for mathematical accuracy and reasonableness before
approval?

20. Is check-signing authority vested in persons at appropriately high levels in the organization who
do not have any accounting responsibility?

21. Do checks require two signatures?

22. Are bank statements and cancelled checks received and reviewed by a person independent of
the accounting functions?

23. Are unpaid invoices maintained in an unpaid invoice file?

24. Is a list of unpaid invoices regularly prepared, reviewed and compared to those invoices in the
unpaid invoice file?

25. If purchase orders are used, are all purchases supported by a pre-numbered purchase order?

26. Are advance payments to vendors and/or employees recorded as receivables and controlled in a
manner which assures that they will be offset against invoices or expense vouchers?

27. Are employees required to submit expense reports for all travel related expenses on a timely
basis?

Petty Cash
28. Is an imprest petty cash fund maintained for payment of small, incidental expenses?
29. Does the provider organization follow a policy limiting the amount that can be reimbursed by

30.
3L

32.
33.

Payroll
34.

35.
36.

37.

38.

the petty cash fund?

Is supporting documentation required for all petty cash disbursements?

Is a petty cash voucher filled out with supporting documentation, name of person being
reimbursed, and proper authorization?

Is access to petty cash limited to one person who is the fund custodian?

Are unannounced counts of petty cash made by someone within the organization other than the
fund custodian?

Are time sheets required documenting employee hours, overtime and what activity the
employee worked on?

Are time sheets signed by employees and reviewed and signed by their immediate supervisors?
Are employment records maintained for each employee that detail wage rates, benefits, tax
rates, and other pertinent information?

Are withheld employment taxes and employer taxes paid on a timely basis to the taxing
authorities?

Do written policies and procedures exist for accounting for vacations, holidays, sick leave, and
other benefits?
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Fixed Assets

39.
40.
41.

42,
43.
44,

Does the provider organization have a capitalization and depreciation policy?

Avre additions to fixed assets recorded in a fixed asset ledger?

Does the fixed asset ledger list description of each item, serial number, location, date of
acquisition, cost or fair value if donated, useful life, depreciation method, accumulated
depreciation and funding source if funds were provided by a funding source with restrictions on
disposition of assets?

Is the fixed asset ledger reconciled with the general ledger periodically?

Are purchase, transfer and disposal of fixed assets promptly recorded in the ledger?

Does the provider organization conduct a physical inventory annually and update the fixed asset
and the general ledgers?

Financial Statements

45.

46.

47.

Are the Financial Statements prepared monthly and reviewed by the management and the
finance committee?

Are monthly reports comparing income and expenses with approved budget by activity and for
the organization as a whole prepared and reviewed by the management and the finance
committee?

Is an updated cash flow projection prepared and reviewed by the management and the finance
committee?

General Area

48.
49.
50.
51.
52.

53.
54.

55.
56.
57.

58.

Is a chart of accounts used?

Does the chart of accounts provide for tracking expenses by activity?

Does the chart of accounts provide for tracking direct and indirect expenses if the organization
receives federal funds?

Does the chart of accounts provide for tracking unallowable costs if the provider organization
expends federal funds?

Are accounting and program staff knowledgeable about all fund source rules, regulations and
requirements?

Is fund accounting used to track restricted grants and the spending related to them?

Are accounting records up to date, and monthly financial statements prepared on a timely basis
(timely being defined as 10 days to 3 weeks maximum)?

Does the board of directors approve the annual budget?

Does an accounting procedure and policies manual exist that is reviewed and revised annually?
Do accounting staff take annual vacation and are their basic duties performed by someone else
in their absence?

Are all appropriate federal, state, and local information returns filed on a timely basis?
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Part Il. Section 4.4: Schedule of Findings

The auditor shall report the following as audit findings in a schedule of findings and questioned costs:

¢ Significant deficiencies in internal control. The auditor's determination of whether a deficiency
in internal control is a significant deficiency for the purpose of reporting an audit finding is in
relation to a type of compliance requirement.

e Material non-compliance with the provisions of laws, regulations, contracts, or grant
agreements. The auditor's determination of whether a noncompliance with the provisions of
laws, regulations, contracts, or grant agreements is material for the purpose of reporting an
audit finding is in relation to a type of compliance requirement.

e |f acost is questionable it should not be limited by an amount.

e Audit findings must be presented in sufficient detail for the auditee to prepare a corrective
action plan. The following specific information shall be included, as applicable, in audit
findings:

o The criteria or specific requirement upon which the audit finding is based, including
statutory, regulatory, or other citation.

o The condition found, including facts that support the deficiency identified in the audit
finding, prevalence and consequences of the audit findings, such as whether the audit
findings represent an isolated instance or a systemic problem. Where appropriate,
instances identified shall be related to the universe and the number of cases examined
and be quantified in terms of dollar value. Identification of questioned costs and how
they were computed.

o Recommendations to prevent future occurrences of the deficiency identified in the audit
finding and reflected in the Corrective Action Plan.

o Views of responsible officials of the auditee when there is disagreement with the audit
findings, to the extent practical.

o Reference numbers for each audit finding in the schedule of findings and questioned
costs shall include a reference number to allow for easy referencing of the audit findings
during follow-up.

Audit Findings Follow-Up

The auditee is responsible for follow-up and corrective action on all audit findings. As part of this
responsibility, the auditee shall prepare a summary schedule of prior audit findings. The auditee shall
also prepare a corrective action plan for current year audit findings. The summary schedule of prior
audit findings and the corrective action plan shall include the reference numbers the auditor assigns to
audit findings. Since the summary schedule may include audit findings from multiple years, it shall
include the fiscal year in which the finding initially occurred.

When audit findings were fully corrected, the summary schedule need only list the audit findings and
state that corrective action was taken. When audit findings were not corrected or were only partially
corrected, the summary schedule shall describe the planned corrective action as well as any partial
corrective action taken. When corrective action taken is significantly different from corrective action
previously reported in a corrective action plan this needs to be reported to ACS and the provider agency
must provide an explanation for the change.
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When the auditee believes the audit findings are no longer valid or does not warrant further action, the
reasons for this position shall be described in the summary schedule. A valid reason for considering an
audit finding as not warranting further action must be provided.

Part Il. Section 4.5: Corrective Action Plan on Findings

At the completion of the audit, the auditee shall prepare a corrective action plan to address each audit
finding included in the current year auditor's reports. The corrective action plans shall provide the
name(s) of the contact person(s) responsible for corrective action, the corrective action planned
milestones, and the anticipated completion date. If the auditee does not agree with the audit findings or
believes corrective action is not required, then the corrective action plan shall include an explanation
and specific reasons for the disagreement.
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PART IlII: RELEVANT EXHIBITS, SCHEDULES AND
ATTACHMENTS
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Exhibit |

AUDIT ENGAGEMENT LETTER
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Exhibit |

CPA FIRM’S LETTERHEAD

AUDIT ENGAGEMENT LETTER
(Hlustrative)

This letter sets forth our understanding of the terms and objectives of our engagement, the
nature and scope of the services we will provide, including the various reports and
schedules required, the related fee arrangement, and timetable for delivery of the audit
reports.

We will audit the organization's financial statements as of and for the year ended (date),
in accordance with generally accepted auditing standards established by the American
Institute of Certified Public Accountants, the standards for financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States
(January 2012 Revision).

As part of our audit, we will consider the organization's internal control structure and
assess control risk, as required by generally accepted auditing standards, for the purpose
of establishing a basis for determining the nature, timing, and extent of auditing
procedures necessary for expressing our opinion concerning the financial statements, and
not to provide assurance on the internal control structure. The management of (NAME
OF ORGANIZATION) is responsible for establishing and maintaining an internal control
structure. To fulfill this responsibility, estimates and judgments by management are
required to assess the expected benefits and related costs for internal control structure
policies and procedures. The objectives of an internal control structures are to provide
management with reasonable, but not absolute, assurance that assets are safeguarded
against from unauthorized use of disposition, and that transactions are executed in
accordance with management's authorization and recorded properly to permit the
preparation of financial statements in accordance with generally accepted accounting
principles. Because of its inherent nature, errors and irregularities may nevertheless
occur and not be detected. Also, projection of any evaluation of the structure of future
periods is subject to the risk that procedures may become inadequate because of changes
in conditions, or that the effectiveness of the design and operation of policies and
procedures may deteriorate.
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Exhibit I: Audit Engagement Letter (Cont’d)

4. We will prepare a separate written report on our understanding of the organization's
internal control structure and the assessment of control risk made as part of the financial
statement audit. Our report will include:

a. The scope of our work in obtaining an understanding of the internal control
structure and in assessing the control risk;

b. The organization's significant internal controls or control structure, including the
controls established to ensure compliance with laws and regulations that have a
material impact on the financial statements; and

C. The reportable conditions, including the identification of material weaknesses
found as a result of our work in understanding and assessing the control risk. As
required by OMB Circular A-133, we will also prepare a written report on our
understanding, assessment, and testing of the internal control structure as it relates
to major federal award programs.

5. Our audit will include procedures designed to provide reasonable assurance of detecting
errors and irregularities that are material to the financial statements. As you are aware,
however, there are inherent limitations in the auditing process. For example, audits are
based on the concept of selective testing of the data being examined and are, therefore,
subject to the limitation that such matters, if they exist, may not be detected. Also,
because of the characteristics of irregularities, including attempts at concealment through
collusion and forgery, a properly designed and executed audit may not detect a material
irregularity.

6. Similarly, in performing our audit, we will be aware of the possibility that illegal acts
may have occurred. However, it should be recognized that our audit provides no
assurance that illegal acts having a direct and material effect on the determination of
financial statements amounts will be detected.
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Exhibit I: Audit Engagement Letter (Cont’d)

10.

11.

Compliance with laws, regulations, contracts, and grants applicable to (NAME OF
ORGANIZATION) is the responsibility of name of organization's management. As part
of obtaining reasonable assurance about whether the financial statements are free of
material misstatement, we will perform tests of (NAME OF ORGANIZATION'S)
compliance with certain provisions of laws, regulations, contracts, and grants. However,
our objective is not to provide an opinion on overall compliance with such provisions.

The auditor’s report on Compliance which shall state that the auditor has performed tests
of the agency’s compliance with certain provisions by laws, regulations and the contract,
non-compliance with which could have a direct material effect on the determination of
financial statement amounts.

As required by Government Auditing Standards, we will prepare a separate written report
on our tests of compliance with applicable laws and regulations. This report will contain
a statement of positive assurance on those items not tested, and a description of all
material instances of noncompliance.

At the conclusion of the engagement, (NAME OF ORGANIZATION'S
MANAGEMENT) will provide to us a representation letter that, among other things, will
confirm management's responsibility for the preparation of the financial statements in
conformity with generally accepted accounting principles, the availability of financial
records and related data, compliance with provision of laws, regulations, contracts, and
grants that govern federal programs, the completeness and availability of all minutes of
board of directors (and committee) meetings, and the absence of irregularities involving
management or those employees who have significant roles in the control structure.

We understand that our reports on the internal control structure as part of the financial
audit and on compliance with laws and regulations are intended for the information of the
audit committee, management, and other within (name of organization) and (specify
Fiscal Year legislative or regulatory body).

All ACS required schedules will be completed and submitted with the audit.
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Exhibit I: Audit Engagement Letter (Cont’d)

12.

13.

14.

15.

16.

17.

Our fees for the audit will be (DESCRIBE FEE ARRANGEMENT). Final cost will be
based upon the actual work performed, by number of hours and rate for each level of
staff. We anticipate completing the engagement by (DESCRIBE TIMETABLE), unless
unexpected factors are encountered. This timetable has been discussed with and agreed
to by your ORGANIZATION, which will provide assistance to us in the audit. Should
circumstances prevent (NAME OF ORGANIZATION), from providing this assistance,
our timetable and fee are likely to be affected. (On fixed-fee engagements), the auditor
may include wording indicating that he or she may have to revise the fee estimate and
timetable for unexpected factors of which he or she becomes aware after the engagement
has begun.)

We shall retain our work papers for a period of six (6) years after delivery of the final
audit report for the Fiscal Year(s) mentioned in this Audit Engagement Letter, and shall
make the work papers available or submit them to the organization, the Administration
for Children’s Services (ACS), New York ACS/EarlyLearn Funds and the New York
City Comptroller’s Office upon request.

All Audit Reports required by this engagement shall be subject to the review and
approval of the Organization. Audit reports not in compliance will not be accepted until
all audit requirements are met. We will be required to correct or otherwise revise or
adjust any report that the organization or ACS deems necessary within the terms of the
signed Audit Engagement Letter. Under no circumstances will additional audit fees be
allowed for amending, revising or c