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Introduction
In New York State, charter schools are defined as “independent and autonomous public schools” and are authorized by the New York Charter Schools Act of 1998 (Article 56 of the New York Education Law). New York State charter schools are legally organized as not-for profit education corporations [Education Law § 2853(1)] and are subject to a contractual agreement, or charter, between the school and entity which approved their application. Charter schools are non-sectarian, tuition-free, open to all students eligible for admission to other public schools, governed by its own self-selecting board of trustees and independent of existing school districts.
The Charter Schools Act provides three routes to apply for a charter: the New York State Board of Regents, local boards of education (in New York City the Chancellor of the Department of Education), and the Board of Trustees of the State University of New York. However, only the Board of Regents and the State University Trustees can approve applications state-wide; local boards of education (and in NYC, the Chancellor) are limited to approving applications for charter schools within their districts’ boundaries. An entity granted the authority under the Charter Schools Act to approve a charter school application is known as a “charter entity.” [§2851(3)]

The Charter Schools Act of 1998 requires that a charter school shall be subject to the financial audits, the audit procedures, and the audit requirements set forth in the charter. 

About the Guide
The New York Charter Schools Act of 1998 (Article 56 of the New York Education Law) requires that a charter school shall be subject to the financial audits, the audit procedures, and the audit requirements set forth in the charter. Such procedures and standards shall be applied consistent with generally accepted accounting and audit standards and Government Auditing Standards. Independent audits of financial statements shall be required at least once annually. Such audits are required to be comparable in scope to those required of other public schools.
This Audit Reference Guide for Charter Schools Authorized by the Board of Trustees of the State University of New York (the “Guide”) was developed to provide assistance to charter schools authorized by the State University of New York throughout the annual audit process. This assistance is focused on helping school officials and board members to understand the basic requirements and limitations of the audit. The primary goal of the Guide is to assist in ensuring accountability over public funds and to provide a suggested format for the financial statements. 
School officials are encouraged to share the Guide with their independent auditor or prospective auditor. The auditor should not consider this document to be all-inclusive, or a substitute for professional judgment. Furthermore, the auditor clearly needs to follow professional standards that are referenced but not repeated as part of this document.
The Charter Schools Institute would like to acknowledge the assistance of the staff of the New York State Education Department, school officials, and several audit practitioners in preparing this document. Comments or questions regarding this Guide should be sent to the Charter Schools Institute.
I.
Limitations of an Audit
The purpose of the audit is for an independent certified public accountant (or public accountant) to express an opinion with reasonable assurance that the school’s financial statements are presented fairly in all material respects. It is an opinion; it is not a certificate or a legal warranty that the statements are completely accurate and without error. Such certification would be impossible without prohibitively exhaustive verification of every detail. 
It is the reality of auditing that an auditor will not be able to examine every transaction which occurred during the period under audit. The auditor has to rely on sampling and analytical procedures to get an understanding of the operations of the entity. Even then, every set of accounts is based on judgments and estimates made by management. An audit cannot create precision where precision is inherently not possible.
The auditor cannot and should not be held responsible for detecting all material frauds, particularly those involving careful concealment through forgery or collusion by members of management or management and third parties. Auditors nonetheless are responsible for actively considering the potential for fraudulent financial reporting and for designing specific audit tests to recognize these risks.
It has been more than thirty years since the phrase "audit expectations gap" was first introduced. The phrase is generally defined as the difference between the levels of expected performance as envisioned by the independent auditor and by the user(s) of audited financial statements. As long as there have been auditors there has been a tendency for the public to confuse the roles of the auditors and the audited entity with regard to the primary responsibilities for the financial statements. The financial statements are the representations of management. They cannot be the representations of the auditor. They cannot be prepared by the auditor, although the auditor can assist the client in their preparation. Auditor independence is essential since the auditor serves in the role of informing third parties about aspects of the entity being audited and it is a fundamental part of generally accepted auditing standards.
II.
Components of the Financial Statements
The following components are required
 as part of the charter school’s financial statements: a statement of financial position, a statement of activities, a statement of cash flows and accompanying note disclosures (see pages 18-22 for examples). In addition, schools are also strongly advised to present a statement of functional expenses. These statements are the responsibility of the school’s management.

Statement of Financial Position
The statement of financial position (balance sheet) is a snapshot of the school’s financial status as of the end of its fiscal year (June 30). The statement presents what the school owns (assets) and what it owes (liabilities) and the difference between the two (net assets or deficiency). The composition of these three items can vary dramatically from school to school. The statement must report on the school as a whole and although not required, schools should consider presenting classified balance sheets (with subtotals for current assets and current liabilities).
Typically, assets presented include cash, investments, receivables, prepaid expenses, property and equipment and other assets such as security deposits or deferred costs. Liabilities may include accounts payable, accrued expenses, accrued payroll and short-term or long-term debt. The statement of financial position must include on the face of the statement each of the following classes of net assets: permanently restricted, temporarily restricted and unrestricted. The distinction between these classes of net assets is based solely on the existence or absence of donor imposed restrictions. Temporarily restricted net assets are those assets whose use is limited by either donor-imposed time restrictions (including an unrestricted promise to give that extends for more than one year) or purpose restrictions. Schools may show board imposed limitations on the use of unrestricted net assets provided that total unrestricted net assets are displayed.

The school’s balance sheet can spotlight potential or actual liquidity problems. These may signify the inability of the school to meet its financial obligations or conversely, it may demonstrate the fiscal strength of the school. The balance sheet will also provide information on the degree to which the school is leveraged, or indebted. An overly leveraged school may have difficulties borrowing money or, in the most severe cases, be headed toward bankruptcy. 

Due to the advantageous timing of per-student funding, charter schools in New York State may not need a liquidity cushion as large as other enterprises. This advantage hinges on the school receiving timely payments from the district(s). 

Given the finite term of the charters (maximum of 5 years, unless renewed), long-term borrowing opportunities are limited, which can easily translate into a highly leveraged position until a school receives renewal or even thereafter. 

While a charter school may be able to operate without interruption while experiencing a net asset deficiency, a reasonable goal for any school is to, at a minimum, eliminate any such deficiency before the end of its charter term. Any material net asset deficiency for a school that is not renewed will threaten an orderly closure of the school. Of primary concern when this occurs is whether the school can meet its salary and benefit obligations which may include payments to employees that have elected to receive their salary over twelve months rather than ten, employee retirement withholdings and contributions and the continuation of benefits until the school is closed.
Statement of Activities
The statement of activities is similar to a for-profit company’s income statement and measures the performance of the school during the reporting period. At its most basic level, the statement shows how much money was earned (revenue) and subtracts how much was spent (expenses), with the result being the change in net assets. The statement gives the reader a sense for how well the school is able to manage its inflows and outflows, with the result being an increase in net assets or a deficiency. 

The statement of activities presents expenses for programs in relation to income and support. In the absence of donor restrictions, revenues are reported as increases in unrestricted net assets. All expenses are reported as decreases in unrestricted net assets. Expiration of restrictions result in a reclassification: unrestricted net assets are increased and temporarily restricted assets are decreased. 

FASB Statement No. 117 allows not-for-profit organizations a good deal of flexibility related to financial reporting. The flexibility allowed should be seen as an opportunity to present financial results in sufficient detail to allow decision makers to accurately assess the school’s results. The major categories of revenue should be reported in gross amounts. 

The bread and butter of charter school financing is the per-student funding that it receives from the districts of residence of its students. As a result, a separate line item should show the revenues from per-student funding. While not necessarily required by generally accepted accounting principles (GAAP), such a presentation is a natural conclusion. Such funding is unrestricted to support the education program and is fundamentally different from government grant revenue, which is generally for a specified purpose.

Reporting of expenses provides information on the costs of services provided and how the school used its support. Expenses should be reported by major classes of program services and supporting activities. The presentation of expenses by natural classification, such as salaries, rent, etc., is encouraged but not required.

Consistent with the flexibility allowed under FASB Statement No. 117, some schools elect to report operating revenues (per-student, government grants and assets released from restrictions) and operating expenses (program and general and administrative) with the resulting difference reported as surplus/deficit from school operations. Contributions, other income and fund-raising expenses are then presented with the change in net assets presented after that. This presentation approach provides the user of the statements a clear picture of the extent the school relies on philanthropy and an overall picture of the school’s financial viability.
Statement of Cash Flows
The cash flow statement depicts changes in the school’s cash position during the school year. The statement may be presented using either the direct method (example on page 23) or the indirect method. The direct method, also referred to as the income statement method, reports major classes of operating cash receipts and payments. The indirect, or reconciliation, method focuses on the difference between net income and net cash flow from operations. Either method is acceptable. 

In either case, the statement presents cash flows from/used by operating activities, investing activities and financing activities. Operating activities are those not classified as investing or financing activities. Investing activities are those that relate to the acquisition or disposition of debt or equity instruments, or land, buildings, equipment or other productive assets. Financing activities are those that relate to obtaining resources and providing repayment thereof.
Generally, the operating activities of a charter school should generate positive cash flow. A school that cannot consistently generate positive cash flows from operating activities will be unable to invest appropriately in capital assets and may have difficulty meeting financing responsibilities. 
Typically, charter schools will experience a net outflow or use of cash for investing activities due to capital expenditures. The limited availability of public funding for school facilities requires that the school carefully allocate resources to ensure that necessary school infrastructure is acquired (through investing activities) and maintained (through operating activities).
The last section of the statement presents a summary of cash provided by, or used in, financing activities. This section shows how much debt has been paid (or borrowed). It also indicates if the school used more (which is a source of cash) or paid down (a use of cash) its credit line in the past year. 
Statement of Functional Expenses
Not-for-profit entities are required to report functional expense classifications (major classes of program and supporting expenses) and are encouraged, but not required, to provide information about the natural classification (rent, salaries, etc.) of expenses. The Charter Schools Institute strongly recommends that each charter school report expenses by natural classification in a statement (or schedule) of functional expenses. Schools are primarily funded with public monies. As a result, the full and timely disclosure of financial activities is a reasonable and appropriate expectation. Exceeding the minimum requirements of financial reporting speaks well to a school’s commitment to fiscal transparency. 

Expenses must be disclosed by functional classification either in the Statement of Activities or in the footnotes: 
· Program Services include services provided to students to fulfill the mission of the school. Most charter schools report a single functional program: the education program. While this may be sufficient early in the school’s life, a further breakdown of classes of major program services can be helpful to creditors, donors, the Institute and others in assessing the school’s service efforts. For example, many schools split the academic program between regular and special education, and separately report enrichment programs, when material and separately identifiable. 
· Fund-raising activities include publicizing and conducting fund-raising campaigns, maintaining donor mailing lists, conducting special fund-raising events, preparing and distributing activities involved in the solicitation of contributions from individuals, foundations, government agencies, etc. 
· Management and General activities include general oversight, business management, general record keeping, budgeting, finance and other management and administrative activities.

III.
Scope of the Audit
The objectives of a charter school audit are tiered. At the basic level, the objectives of an audit are established by the American Institute of Certified Public Accountants (AICPA) through the issuance of generally accepted auditing standards (GAAS). At the next level, these objectives are augmented by the requirement that the audit be conducted according to the Government Auditing Standards, issued by the Comptroller General of the United States. The audit objectives are further expanded, when applicable, to cover Federal programs when the charter school exceeds the Single Audit threshold of $500,000 of Federal expenditures in a fiscal year. The auditor’s responsibility is limited to the scope of the audit. The following is a brief description of each tier’s audit objective:

Financial Audit in Accordance with GAAS

The objective of a GAAS audit is the expression of an opinion on whether the financial statements fairly present, in all material respects, the financial position, change in net assets, and cash flows in accordance with generally accepted accounting principles. Materiality is defined in the Financial Accounting Standards Board’s (FASB) Statement of Financial Accounting Concepts No. 2 as “the magnitude of an omission or misstatements of account information that, in light of surrounding circumstances, makes it probable that the judgment of a reasonable person relying on the information would have been changed or influenced by the omission or misstatement.”  

The standards of GAAS are expanded by Statements of Auditing Standards (SAS) issued by the AICPA’s Auditing Standards Board. Under the AICPA’s Code of Professional Conduct, all members must adhere to these statements. The standards are also supplemented by Audit Interpretations issued by the AICPA’s Auditing Standards Board and Statements of Quality Control Standards issued by the AICPA’s Auditing Standards Board.

Financial Audit in Accordance with Government Auditing Standards

An audit performed in accordance with Government Auditing Standards incorporates the objective of a GAAS audit and adds additional requirements. These include general standards and additional field work and reporting standards beyond those provided by the AICPA when performing financial audits. (Auditors should refer to Government Auditing Standards chapters 3, 4, and 5 for standards and guidance for performing a financial audit at the following website http://www.gao.gov/govaud/ybk01.htm).

Government Auditing Standards prescribe requirements for the auditor regarding independence, continuing education, and external peer reviews. Additional field work standards cover issues related to audit follow‑up on prior year findings, working paper requirements, materiality determination, irregularities, illegal acts, and other noncompliance and internal controls. 
The additional standards do not conflict with GAAS requirements, but instead supplement them. They are given further emphasis by requiring the auditor to report on internal control over financial reporting and on compliance with laws, regulations, and provisions of contracts or grant agreements. However, the auditor is not required to give an opinion on the internal controls and compliance requirements. The auditor is only required to report items which are significant to the financial statements. 
Reporting of Related Entities (Consolidated Statements)
AICPA Statement of Position (SOP) 94-3, Reporting of Related Entities by Not-for-Profit Organizations, which appears in the AICPA Audit and Accounting Guide, Not-For-Profit Organizations, delineates the standards for consolidations of not-for profit organizations. Schools with financially interrelated not-for-profit organizations (such as "friends of" organizations) should review SOP-94-3 and consult with its auditor concerning whether it should issue consolidated financial statements. Schools should be aware that there may be changes related to this issue in the near future. The FASB has had an ongoing project concerning consolidated financial statements since 1991. The latest exposure draft related to the issue was released in June 2005. Final action by the FASB is being delayed as it monitors the International Accounting Standards Board (IASB) project on consolidations. The IASB is anticipating the issuance of an exposure draft in 2008. 
IV. 
Characteristics of a Quality Audit
The management of each charter school is responsible for engaging a qualified and competent Certified Public Accountant (CPA) or Public Accountant (PA) to perform the annual audit of the school’s financial statements. The independence and objectivity of the auditor may be enhanced if the board of trustees (or an audit committee) performs an active oversight role with respect to the hiring and performance of the auditor.
Schools should avoid waiting until after year-end to contract for the services of an auditor. In addition, any evaluation of prospective auditors should not focus on price alone, by either automatically going with the lowest proposal, or assuming that the most costly proposal necessarily will provide the best audit.
Each charter school board of trustees should understand the purpose and objectives of the services to be provided by their independent auditors and ensure that the qualifications of their auditors are periodically reviewed. Some factors to be considered when reviewing the qualifications of an auditor are included in a subsequent section of this Guide. A key to understanding the purpose and objectives of the services to be provided by the auditor is through communication with the auditor throughout the audit process. 
Establishing an Audit Committee
A broad description of the role of an audit committee is to provide assurance to the governing board that the school has the appropriate culture, personnel, policies, systems, and controls in place to safeguard entity assets and to accurately report financial information to internal and external users. Audit committees have been considered a best practice of boards of all types: required of publicly traded companies and increasingly, governmental boards and not-for-profit entities. 
Recent school accountability legislation in New York State requires that public school districts establish an audit committee. While the legislation does not apply to charter schools, charter school boards should consider establishing an audit committee to enhance its fiscal oversight.
Some charter school by-laws establish an audit committee for the school. Other schools seeking to establish an audit committee could do so by board resolution. Ideally, the resolution would identify the purpose of the committee, the composition and qualifications of members (must be at least 3), alternates, if any, the meeting schedule and reporting protocol. The resolution should also identify the specific duties and responsibilities of the audit committee. Specific duties may include oversight and evaluation of the independent auditor, pre-approval of audit and permitted non-audit services, oversight of the financial reporting process and an annual self-evaluation of the committee.
There are excellent free resources available to provide schools with information on the establishment an audit committee and a framework for such a committee. These resources include an audit committee toolkit available from the AICPA (http://www.aicpa.org/Audcommctr/toolkits/homepage.htm), a free booklet issued by Grant Thornton titled Serving on the Audit Committee of a Not-for-Profit Organization (http://www.grantthornton.com/downloads/15815_15815.pdf) and audit committee charter guidance for school districts issued by the New York State Office of the State Comptroller (http://www.osc.state.ny.us/localgov/schoolsfa/accharter.pdf).

Engagement of the Auditing Firm
A competitive request for proposal process can be an effective way to obtain a firm of necessary qualifications. Periodically, factors considered in the initial evaluation should be revisited, which may or may not include a competitive proposal process. If a charter school decides to employ a competitive request for proposal, it should include the following elements in its evaluation:

· Knowledge and expertise of the firm and the individual personnel to be assigned – experience with charter school, public school district, not-for-profit audits and federal Single Audits; 

· Prior performance on similar engagements – demonstrated ability to provide quality services; 

· Results of the firm’s most recent Peer Review – an indication of an external professional’s view of the firm’s accounting and auditing practices;

· Extent to which the firm engages in professional education related to charter schools, not-for-profit organizations or public school districts – appropriate selection of continuing education courses, and active membership in professional organizations, can expand a firm’s ability to provide quality service.

Auditor Qualifications
Auditors of New York charter schools should meet the following minimum registration and licensing requirements. An initial evaluation of the qualifications of the auditor is critical to achieving an audit of high quality. An evaluation may include consideration of external peer reviews of the firm, continuing professional education of its staff, charter school, school district and/or not-for-profit and Single Audit experience, and other relevant factors. The auditing firm should be registered with the NYS Education Department (SED). As part of the registration, all partners in the firm practicing in New York are identified, and the SED checks to see that all are presently licensed with the State. CPAs and PAs licensed to practice in New York must complete a minimum of 40 contact hours of acceptable formal continuing professional education (CPE) in recognized technical areas of study; or a minimum of 24 CPE contact hours in any one of the following three subject areas: auditing, accounting, or taxation in each 12‑month period from September 1 through August 31. Whether a firm is registered with the State can be determined by calling 518‑474‑3836 (for partnerships and limited liability partnerships) or 518‑474‑8225 (for professional corporations). The SED now maintains a listing of all CPAs in the State and the status of their license on the Internet at www.nysed.gov/prof/profhome.htm. The school should confirm that the partner or owner of the firm assigned to the engagement maintains an active license to practice and is in good standing.

Qualification Standards of Government Auditing Standards

Government Auditing Standards (the “Yellow Book”) require that the auditing firm ensure individuals responsible for planning, directing, conducting, or reporting on the audit complete at least 80 hours of CPE every two years which contributes to the auditor's professional proficiency. At least 20 hours must be completed in any one year of the two‑year period. Individuals responsible for planning, directing, conducting substantial portions of the field work, or reporting on the government audit should complete at least 24 of the 80 CPE hours in subjects directly related to the government environment and to government auditing. 

The requirement for a Yellow Book audit is part of the school’s charter and matches the same requirement for other public school audits. Audit firms that do not regularly perform yellow book audits are likely to be unqualified to perform audits of charter schools. There is however an ample supply of firms that do perform such audits allowing a school to be discriminating when selecting an audit firm.
Satisfactory Completion of a Triennial Peer Review

Quality control standards of the Yellow Book require that audit firms have an appropriate internal quality control system in place and undergo an external quality review at least once every three years. In addition, firms whose partners and staff CPAs are members of the American Institute of CPAs must undergo a triennial peer review as a condition of membership. Participation in the AICPA peer review program satisfies the Yellow Book requirement. As part of the annual review of the auditor’s qualifications, the school should determine that the auditor is current with his or her peer review, and obtain a copy of the most recent peer review for its files. The auditing firm may include this peer review report with the annual engagement letter. The school should be satisfied that any reservations or comments in the report do not indicate the firm may not have the experience or quality control safeguards to be able to satisfactorily meet the purposes and objectives of the school’s audit. 

Necessary Experience

Audits of charter schools, especially those that must also satisfy the requirements of the Federal Single Audit Act, are specialized in nature. The auditor should be experienced in audits of not-for-profit entities conducted under the Yellow Book and, where applicable, the Single Audit Act requirements. This can be demonstrated through a list of relevant service to other similar clients, including names for reference checking purposes. 
Completion of the Audit on a Timely Basis

Each school’s charter specifies when the audit should be completed and filed with the Institute (generally November 1). The firm should demonstrate that it has sufficient staff at appropriate experience levels to complete the audit in a timely manner. This should include assurances that the staff assigned has met the CPE requirements under the Yellow Book.

Preliminary Arrangements for the Audit

Once the evaluation or selection process is completed, the board of trustees and school officials should establish a plan of action with the auditor that will achieve the agreed upon objectives. This should include a clear picture of what tasks will need to be completed, by both the school and the auditing firm, during the audit process. 
The school may know that it will need assistance in preparing financial statements. There may be particular situations in your school that require special attention. If auditor assistance is needed with work of this type, the details should be set forth in the engagement letter or in a supplement to the engagement letter, and auditor independence requirements should be considered.

An experienced auditing firm can provide extensive guidance to management concerning what documentation and reports the school will be expected to supply during the audit, which can ease the disruption caused to school staff during the audit. While the school should not expect every individual audit requirement to be listed, the auditing firm should be able to provide a comprehensive list of the categories of information that will be needed, making it easier and more efficient for school staff to prepare for the audit.

Agree on Critical Deliverables and Due Dates

Each charter school is subject to compliance deadlines; the failure to meet such deadlines can have severe consequences. During the 2005-06 school year, the State University Trustees placed a school on probation for the repeated failure to file its annual audit in a timely manner. Failure to meet the filing deadline again will likely result in the revocation of the school’s charter. Therefore it becomes extremely important for schools to establish and agree on the various deliverables by the auditor and the time frame for review and acceptance at the various levels. Failure to plan for sufficient time at the end of the process is often a cause of late submissions. 
Engagement Letter

Charter schools should execute a written contract or an engagement letter with the independent auditor. The engagement letter should identify the nature and scope of the engagement, the type of report the auditor is expected to issue, the timing of rendering the services, and a target date for issuing the auditor's report to ensure that filing deadlines are met.
Representation Letter

An important part of the audit process includes the management representation letter that is typically drafted by the auditor and signed by the school’s management. Obtaining written representations in audit engagements is a requirement of professional standards. Written representations from management are obtained by the independent auditor to complement other auditing procedures. The purposes of the letter are to minimize misunderstandings concerning the work to be performed, to commit to writing representations previously made verbally by management to the auditor and to provide corroborative evidence. A key representation is that management acknowledges its responsibility for the fair presentation of the financial statements in conformity with generally accepted accounting principles. 
Ongoing Communication
Building an ongoing relationship with the auditor is the best way to facilitate the audit process and strengthen the school finance systems in the long term. Members of the board of trustees may want to meet periodically with the school leader and business manager, to keep communication lines open, to reduce the likelihood of surprises, and to be kept informed on the progress and any significant findings of the audit.
Interim Field Work
Timeliness is one of the critical components of financial accountability. For an audit to be completed in a timely manner, the auditor needs sufficient time to plan and perform the audit work. By performing interim procedures at convenient dates prior to the end of the school’s fiscal year, potentially less time will be necessary at year-end allowing a faster completion of the audited financial statements. Additionally, performing interim procedures may increase the effectiveness of the audit. Typical audit procedures performed may relate to internal controls, confirmations of loan or deposit balances, analysis of key financial relationships and an update of pertinent information about the school and its staff. 
V.
Reporting Requirements:
· Attached is a sample format for the financial statements required by Section 2851 of the Education Law. 

· The financial statements should be prepared on the accrual basis of accounting in accordance with generally accepted accounting principles for not-for-profit organizations. 

· All statements required by FASB Statement No. 117, Financial Statements of Not-for-Profit Organizations, should be presented including a Statement of Financial Position, Statement of Activities and Statement of Cash Flows. Required note disclosures and others that are deemed appropriate should be included. 

· When applicable, the auditor should prepare and submit a management letter. A copy of the management letter should be submitted with the financial statements along with the school’s corrective action plan to address any weaknesses identified in the report or the management letter. 

· Please note that the Institute will not grant extension requests for the filing of the school’s annual audit report. However, we will entertain reasonable requests for additional time to submit the management letter, corrective action plan, or federal Single Audit, if applicable. Any request should be in writing and be submitted no later than November 1st. Please note the Institute has no authority to grant an extension exceeding the federal filing deadline for a Single Audit 
(March 31st). 

· Reports (the independent auditor’s report on the financial statements, report on compliance, report on internal control over financial reporting, management letter, response to management letter and Federal Single Audit, if applicable) must be submitted by November 1st.  The school should send one copy to each of the offices listed below.
Public School Choice Programs
New York State Education Department 
89 Washington Avenue 
Room 462 EBA
Albany, New York 12234
Office of Audit Services 
New York State Education Department
89 Washington Avenue
Room 524 EB
Albany, New York 12234

Charter Schools Institute 
State University of New York
41 State Street, Suite 700

Albany, New York 12207

· Charter schools that expend more than $500,000 in federal awards must receive an audit performed in accordance with OMB Circular A-133 (Single Audit). That report must also be filed with the Federal Audit Clearinghouse. Please refer to OMB Circular A-133 for the federal filing requirements.

VI.
Certain Recent or Significant Accounting and Auditing Issues

Listed below are certain recent or significant accounting and auditing issues that may impact the conduct of the annual audit of charter schools. In addition, Statement on Auditing Standards (SAS) No. 99 is also highlighted to include a discussion of fraud. 
Accounting Changes and Error Corrections (FASB Statement No. 154)
Statement No. 154 is effective for accounting changes and corrections of errors beginning with FY 2007 financial statements. The statement was issued as part of the project to align U.S. GAAP with International Financial Reporting Standards (IFRS). The statement identifies the four types of accounting changes: change in accounting principle, change in accounting estimate, change in reporting entity and correction of errors. While space prohibits a full discussion of the Statement here, there are two notable requirements worth highlighting. First, retrospective application is required for voluntary changes in accounting principles and changes required by an accounting pronouncement (previously the cumulative effect of the changes was recognized). Second, except for a change in accounting estimate which should be accounted for prospectively, other changes require restatement of the financial statements of all prior periods presented, unless impractical. 
Code of Professional Conduct Rule 101 - Independence
Rule 101 of the New York State Society of CPAs Code of Professional Conduct (http://www.nysscpa.org/prof_library/ethics/Rules/codeindep.htm) states that a member in public practice shall be independent in the performance of professional services as required by standards promulgated by bodies designated by the Board of Directors of the NYSSCPA. Interpretation 101.3 under that rule requires that when a member performs other services for an attest client, he or she must evaluate the effect of such services on his or her independence. In particular, care should be taken not to perform management functions or make management decisions for the attest client, the responsibility for which remains with the client’s board of directors and management.
Auditors should review the types of services they perform for charter school clients in light of this Interpretation, obtain the appropriate documentation of understanding with the charter school, and terminate the performance of any services which are known to cause a lack of independence. 
New Statements on Auditing Standards (SAS)
While the issuance of new SAS’s directly impacts the work of the school’s independent auditor and by extension the charter school, the new requirements are not always apparent to the charter school as the client. However, there are newly issued SAS’s that will clearly have a direct impact on the charter school’s relationship with its auditor as well as the resulting reporting on the audit results. These new SAS’s are highlighted below and we encourage schools to discuss these issues with its auditor. 
	SAS No.
	Title and Description
	Effective

	112
	Communicating Internal Control Related Matters Identified in an Audit:
Defines the terms significant deficiency and material weakness, provides guidance on evaluating the severity of control deficiencies identified in an audit of financial statements and requires the auditor to communicate, in writing, to management and those charged with governance, significant deficiencies and material weaknesses identified in an audit. As a starting point for understanding the impact of this new standard, schools should read the following Audit Risk Alert entitled Understanding SAS No. 112 and Evaluating Control Deficiencies: A Companion to SAS No. 112 (http://www.aicpa.org/Professional+Resources/
Accounting+and+Auditing/Audit+and+Attest+Standards/Practice+Aids+and+Tools/Understanding+SAS+No+112.htm).
	FY 2007

	114 


	The Auditor’s Communication with those charged with Governance:
The SAS identifies specific matters to be communicated and provides additional guidance on the communication process. Additional requirements to be communicated include an overview of the planned scope and timing of the audit and representations the auditor is requesting from management.
	FY 2008 e


e – early application is permitted
Statement on Auditing Standards No. 99 – Consideration of Fraud 

SAS No. 99, Consideration of Fraud in a Financial Statement Audit, discusses the auditor’s responsibility for providing reasonable assurance that the financial statements are free of material fraud. The SAS highlights several techniques, including:  

· A requirement for members of the audit team to discuss the risks of material misstatement due to fraud, bearing in mind the incentives and pressures on management to commit fraud, the opportunity to commit fraud, and the prevailing attitude toward rationalization of fraud.

· A provision for inquiry of management and others both within and outside the accounting function about the risk of fraud, and whether they may be aware of any frauds.

· Designing audit tests that are not predictable, and which may be performed in areas that might otherwise be considered low risk.

· Performing audit steps which address the risk of management override, in such areas as inappropriate journal entries or accounting estimates, recognizing the concept of “opinion-units.”

Although SAS-99 focuses on the auditor’s consideration of fraud in an audit of financial statements, SAS-99 also reminds us that it is management’s responsibility to design and implement programs and controls to prevent, deter and detect fraud. Management, along with those who have responsibility for oversight of the financial reporting process (such as the audit committee and the board) should set the proper tone, create and maintain a culture of honesty and high ethical standards, and establish appropriate controls to prevent, deter and detect fraud. When management and those responsible for the oversight of the financial reporting process fulfill those responsibilities, the opportunities to commit fraud can be reduced significantly.

Fraud is usually concealed, making material misstatements due to fraud difficult to detect. Three conditions are frequently present when fraud exists: incentive or pressure to perpetrate the fraud, opportunity to perpetrate the fraud, and an attitude or rationalization to justify the fraudulent action.

The Ohio State Auditor lists 10 top fraud risk factors, including:
 

1. Key documents missing
2. No separation of duties

3. Accounting system in disarray

4. Lack of policies that establish controls

5. Inadequate monitoring to ensure controls are working as intended

6. Ineffective accounting, information technology, or internal audit staff

7. Documentation that is photocopied or lacking necessary information

8. Unusual employee behavior

9. Tips or complaints about fraud

10. Lack of established code of ethics

Some risks that are frequently seen at charter schools include:
· Management override of controls. In any accounting system, it may be possible for management to use their authority to override internal control features that otherwise seem to be working fine, on the surface. The risk of management override should always be considered to be present.

· Improper revenue recognition. The risk of improper revenue recognition is often also present. This risk can be intensified by such factors as lack of an independent log of incoming receipts and lack of documented general journal review.

· Improper expense recording. Inadequate segregation of duties for receiving report attestation, and failure to cancel invoices at the time of payment can contribute to this risk.

· Incorrect bank reconciliation. Charter schools in which staff members who are involved in the cash disbursement, cash receipt, general ledger, general journal or payroll functions also reconcile the bank account are at increased risk.

· Spurious general journal entries. The general journal can be used to mask frauds committed by other means.

· Ghost employees. Sometimes charter schools have only one person who performs nearly all payroll duties, offering a variety of opportunities for fraud.
Sarbanes-Oxley Provisions Applicable to Not-for-Profit Entities
The Sarbanes-Oxley Act of 2002 was the most significant legislation affecting the accounting profession since 1933. The Act impacts any CPA actively working as an auditor of, or for, a publicly traded company or any CPA working in the financial management area of a public company. Following is a summary of the two provisions of that Act that apply to nonpublic entities, including not-for-profit organizations.

Section 1102:  Tampering With a Record or Otherwise Impeding an Official Proceeding. Section 1102 makes it a crime for any person to corruptly alter, destroy, mutilate, or conceal any document with the intent to impair the object's integrity or availability for use in an official proceeding or to otherwise obstruct, influence or impede any official proceeding.  Any person found guilty of tampering is liable for up to 20 years in prison and a fine.

Sec. 1107:  Retaliation Against Informants. Section 1107 makes it a crime for a person to knowingly, with the intent to retaliate, take any action harmful to any person, including interference with the lawful employment or livelihood of any person, for providing to a law enforcement officer any truthful information relating to the commission or possible commission of any Federal offense.
Comptroller’s School Accountability Reform Agenda
In response to recent accounting scandals involving public school districts, the State Comptroller’s Office, in cooperation with a coalition of various education organizations, developed policy proposals in an attempt to improve the internal control structures in school districts and increase the effectiveness of oversight mechanisms.
Ultimately, two pieces of legislation were passed that encompass the plan. The first deals with a five point plan that is designed to strengthen auditing, training and financial oversight by school district officials and their boards. The legislation does not apply to charter schools. 
The second law expands the audit function of the Office of the State Comptroller. This law does apply to charter schools. This legislation requires that each school district, charter school and BOCES be audited within five years. Thereafter, schools will be selected for audit on a risk assessment basis. The law requires the Comptroller to report annually to the Governor and the Legislature on the school audits initiative. Audits have already been started on charter schools in New York City and are expected to start on upstate charter schools in 2007. Final audit reports can be found at the following website: http://www.osc.state.ny.us/audits/index.htm.
The audits have been described as internal control reviews, whereby the auditors would focus on 4 or 5 major areas (cycles) such as purchasing, cash receipts, cash disbursements, payroll and information technology. The audits are likely to cover a one or two year period, although the audit period would likely be expanded if major problems were uncovered.
Other Audits
In addition to the Office of the State Comptroller audits, the State Education Department and the Office of Inspector General (OIG) of the Federal Department of Education (DOE) may conduct audits of charter schools. The OIG has initiated audits of school district use of federal funds and have included at least one charter school in this regard. The preliminary results of the OIG audits are sobering: some districts do not maintain adequate documentation to support reported expenses and in some cases the expenditures were not for allowable purposes. It is critical that charter schools review their documentation and retention policies and procedures to ensure that complete and accurate records are available for audit purposes.
Charter schools that do not exceed the expenditure threshold ($500,000) requiring a Federal Single Audit should not be lulled into a false sense of security. Schools must comply with all compliance requirements regardless of whether the school is subject to Single Audit requirements.
The trickle down effect of the OIG audits is that the Federal DOE is pressuring the SED to do more in terms of subrecipient monitoring of federal funds. This will unquestionably include an increase in the number of monitoring visits by SED (especially related to Title funding).

Updates
· Yellow Book - The Government Accountability Office (GAO) issued a revision of Government Auditing Standards in 2007 which includes an increased emphasis on audit quality and ethics. The revision is effective beginning with FY 2008 audits.

· OMB Compliance Supplement - The Office of Management and Budget issued its 2007 compliance supplement (http://www.whitehouse.gov/omb/circulars/a133_compliance/07/07toc.html) in its entirety. 

· Audit and Accounting Guide - The AICPA has begun a project to revise its audit and accounting guide Not-for-Profit Organizations. The guide was originally issued in 1996 and is revised annually with conforming changes. The revised guide is not expected until 2008 or later.

Appendix A. 
Transmittal Form
Charter School Annual Financial Statement Audit Report
To:
Charter Schools Institute 
State University of New York
41 State Street, Suite 700

Albany, New York 12207

	From:
	School Name:
	

	
	Audit Period:
	

	
	Date:

Report is due Nov. 1
	


The following items are required to be included:

· The independent auditor’s report on financial statements, financial statements and notes.

· Reports on internal control over financial reporting and on compliance.

The additional items listed below should be included if applicable. Please explain the reason(s) if the items are not included. Examples might include: a written management letter was not issued; the school did not expend federal funds in excess of the Single Audit Threshold of $500,000; the management letter response will be submitted by the following date (should be no later than 30 days from the submission of the report); etc.

	Item
	If not included, state the reason(s) below

	Management Letter
	

	Management letter response
	

	Federal Single Audit (A-133)

	

	Corrective Action Plan
	


Please also send one copy of this form and all required enclosures to each of the following offices:

	Public School Choice Programs
New York State Education Department 
89 Washington Avenue 
Room 462 EBA
Albany, New York 12234
	Office of Audit Services 
New York State Education Department
89 Washington Avenue
Room 524 EB
Albany, New York 12234


Appendix B.
Sample Audit Report
Independent Auditor’s Report

[Addressee]

We have audited the accompanying statement of financial position of the ABC Charter School as of June 30, 20XX and the related statements of activities, functional expenses and cash flows
 for the year then ended. These financial statements are the responsibility of ABC Charter School’s management. Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America and the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and the significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of ABC Charter School as of June 30, 20XX, and the changes in its net assets and its cash flows for the year then ended in conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated Month/Day/Year on our consideration of ABC Charter School’s internal control over financial reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, and grants. That report is an integral part of an audit performed in accordance with Government Auditing Standards and should be read in conjunction with this report in considering the results of our audit.

[Signature]

[Date]

Appendix C.
Sample Financial Statements
Sample financial statements are provided for illustrative purposes. Charter schools and their auditors should consult applicable standards when determining the specific requirements that apply to their schools. The auditor should not consider these examples to be all-inclusive or a substitute for professional judgment.
The following sample financial statements are attached:

· Statement of Financial Position 

· Statement of Activities 

· Statement of Cash Flows 

· Statement of Functional Expenses 

Explanations are provided below for certain key terms included in the sample financial statements:

Revenue:

Public School District:

Revenue - Resident Student Enrollment - Revenue from public school districts based on resident students attending the charter school and each district’s adjusted expense per student or the agreed upon amount per student.

Revenue - Students with Disabilities - Revenue from public school districts for aid (excess cost aid) attributable to special education services or programs provided by the charter school to a student with a disability enrolled in the charter school. This should include excess cost aid and IDEA funding.
Other Revenue from Public School Districts – Revenues from public school districts other than those defined above.

State Grants: Report state funded grants or other apportionments received directly from the State of New York (SED or SUNY).

Federal Grants: Report federal funded grants or other apportionments received directly from the federal government or through the State of New York (SED or SUNY).

Private Grants: Report privately funded grants or other apportionments received.

Contributions: Report contributions (or pledges or non-cash contributions) received. A breakdown by source may be provided, such as foundation, corporation, or individual.
Investment Income: Report interest or dividend income received.

Other Income: Report miscellaneous, sublease rental, or other income received.

Program Service Expenses:

Regular Education: Report instructional activities involving the teaching of students, instructional supervision, developing and utilizing learning materials and related services in the classroom or learning environment. 

Special Education: Report instructional activities involving the teaching of students with Individualized Education Programs, or those receiving special education services, instructional supervision, developing and utilizing learning materials and related services in the classroom or learning environment.

Other Program: Services other than instructional activities provided to students, i.e., community services, health services, food services, athletic services, music and theatre arts, and other student activities.

Supporting Service Expenses:

Management and General: Activities related to the overall management and direction of the school that are not identifiable with a particular program or fund-raising activity. Management and general expenses typically include the organization oversight, board expenses, business management, record keeping, budgeting, financing and other administrative activities.

Fund-raising: Activities related to publicizing and conducting fund-raising campaigns, maintaining donor mailing lists, conducting special fund-raising events, activities involved in the solicitation of contributions from individuals, foundations, government agencies, etc. 

Schedule of Functional Expenses: 

The schedule of functional expenses must present, in reasonable detail, the nature of the expenses incurred in each category of program and supporting services reported in the activity statement. The sample schedule shows the typical level of detail expected. Charter schools are encouraged to add additional categories if it will enhance the reader’s understanding of the schedule. Likewise, classifications not used or not material to the school’s presentation may be eliminated.

If not otherwise presented, charter schools employing management companies should obtain and provide in note disclosure a breakdown of contracted service fees in a similar format to the schedule of functional expenses to facilitate comparisons among districts.

Note on Allocation of Expenses: Charter schools must use allocation methods that are fair and reasonable. Such allocation methods, as well as the statistical basis used to calculate allocation percentages, should be documented and retained for review upon audit. Salaries of employees who perform tasks for more than one program must be allocated among all programs for which they work. The cost of supplies that are purchased for distribution among multiple programs must be allocated among these programs if direct charges are not possible. Allocation percentages should be reviewed, at a minimum, on an annual basis and adjusted as necessary.

Appendix D:
Sample Statement of Financial Position
ABC Charter School 
Statement of Financial Position
as of June 30, 20XX

	Assets 
	
	

	Current Assets
	
	 

	Cash and cash equivalents 
	$
	

	State and Federal Aid Receivable
	
	 

	Contributions receivable
	
	 

	Other Receivables, Net
	
	 

	Short-term Investments
	
	 

	Prepaid Expenses and other current assets
	
	 

	Total Current Assets
	
	$ 

	Land, Buildings and Equipment net
	
	 

	Long-term Investments
	
	 

	Total Assets 
	
	$

	Liabilities
	
	 

	Current Liabilities
	
	 

	Accounts Payable 
	$
	

	Accrued Liabilities
	
	 

	Other Liabilities 
	
	 

	Deferred Revenues
	
	 

	Current Portion of Long-term Debt
	 
	 

	Total Current Liabilities
	
	$ 

	Long-term Debt 
	
	 

	Total Liabilities 
	
	 

	Net Assets
	
	 

	Unrestricted
	
	

	Temporarily restricted
	
	 

	Permanently restricted 
	
	  

	Total Net Assets 
	
	 

	Total Liabilities and Net Assets
	
	$

	 


Appendix E.
Sample Statement of Activities

ABC Charter School
Statement of Activities
for the Year Ended June 30, 20XX

	 
	Unrestricted
	Temporarily
Restricted
	Permanently
Restricted
	Total

	Revenues, gains and other support:
	$ 
	$
	$
	$

	Public School District: 
	 
	 
	 
	 

	Revenue - Resident Student Enrollment
	 
	 
	 
	 

	Revenue - Students with Disabilities
	 
	 
	 
	 

	Other Rev. from Public School Districts
	 
	 
	 
	 

	State Grants
	 
	 
	 
	 

	Federal Grants
	 
	 
	 
	 

	Private grants
	 
	 
	 
	 

	Contributions
	 
	 
	 
	 

	Investment Income
	 
	 
	 
	 

	Other Income
	 
	 
	 
	 

	Net Assets Released from Restrictions
	 
	 
	 
	 

	Total Revenues, Gains and Other Support
	 
	 
	 
	 

	Expenses:
	 
	 
	 
	 

	Program Expenses:
	 
	 
	 
	 

	Regular Education
	 
	 
	 
	 

	Special Education
	 
	 
	 
	 

	Enrichment Programs
	 
	 
	 
	 

	Total Program Expenses
	
	
	
	

	Supporting Services:
	 
	 
	 
	 

	Management and General 
	 
	 
	 
	 

	Fund-raising
	 
	 
	 
	 

	Total Expenses
	 
	 
	 
	 

	Change in Net Assets
	 
	 
	 
	 

	Net Assets Beginning of Year
	 
	 
	 
	 

	Net Assets End of Year
	$ 
	$
	$
	$


Appendix F:
Sample Statement of Cash Flows

ABC Charter School 
Statement of Cash Flows
for the Year Ended June 30, 20XX
	Cash flows from operating activities:
	 

	Revenues from School Districts 
	$ 

	Grant revenues
	 

	Contributions and fund-raising activities
	 

	Miscellaneous sources
	 

	Payments to vendors for goods and services rendered
	(                           )

	Payments to charter school personnel for services rendered
	(                           )

	Interest payments
	(                           )

	Net cash provided by operating activities
	 

	Cash flows used in investing activities:
	 

	Purchase of equipment
	(                           )

	Net cash used by investing activities
	(                           )

	Cash flows used in financing activities:
	 

	Principal payments on long-term debt
	(                           )

	Net cash used by investing activities
	(                           )

	Net increase (decrease) in cash
	 

	Cash at beginning of year
	 

	Cash at ending of year
	$


	

	Reconciliation of change in net assets to net cash provided by operating activities: 

	Change in net assets
	$ 

	Adjustments to reconcile change in net assets to net cash provided by operating activities: 
	

	Depreciation
	 

	(Increase) Decrease in assets:
	 

	Accounts receivable
	 

	Increase (Decrease) in liabilities:
	 

	Accounts payable
	 

	Accrued liabilities
	

	Net cash provided by operating activities
	$


Note: The statement of cash flows may be prepared using either the direct (shown above) or indirect method (not shown). Either method is acceptable. Material non-cash transactions should be disclosed.
Appendix G:
Sample Statement of Functional Expenses

ABC Charter School 
Statement of Functional Expenses
for the Year Ended June 30, 20XX
	
	Program Services
	Supporting Services
	

	
	Regular Education
	Special Education
	Enrichment Programs
	Fund-raising  
	Management and General
	 Total

	Salaries
	$
	$
	$
	$
	$
	$

	Benefits and Payroll Taxes
	
	
	
	
	
	

	Accounting/Auditing Fees
	
	
	
	
	
	

	Board Expenses
	
	
	
	
	
	

	Contracted Services – (specify)
	
	
	
	
	
	

	Educational Materials
	
	
	
	
	
	

	Equipment Rental/Lease
	
	
	
	
	
	

	Food
	
	
	
	
	
	

	Insurance
	
	
	
	
	
	

	Interest Expense
	
	
	
	
	
	

	Legal
	
	
	
	
	
	

	Maintenance and Repairs
	
	
	
	
	
	

	Management Co. Fees
	
	
	
	
	
	

	Marketing & Recruitment
	
	
	
	
	
	

	Minor Equipment
	
	
	
	
	
	

	Postage and Delivery
	
	
	
	
	
	

	Printing
	
	
	
	
	
	

	Rent
	
	
	
	
	
	

	Security
	
	
	
	
	
	

	Supplies & Materials
	
	
	
	
	
	

	Staff Development
	
	
	
	
	
	

	Telephone
	
	
	
	
	
	

	Textbooks
	
	
	
	
	
	

	Transportation (Student)
	
	
	
	
	
	

	Travel and Conferences
	
	
	
	
	
	

	Utilities
	
	
	
	
	
	

	Vehicle Rental/Lease
	
	
	
	
	
	

	Depreciation and Amortization
	
	
	
	
	
	

	Total Expenses
	$
	$
	$
	$
	$
	$


Appendix H:
Notes to the Financial Statements

Following are typical note disclosures that may be included as part of the school’s financial statements. The list is not meant to be all inclusive. Notes that do not pertain to a particular school obviously need not be included.
Note 1 – Organization and Purpose
Principal Business Activity and Summary of Significant Accounting Policies

Note 2 - Summary of Significant Accounting Policies

· Basis of presentation

· Cash and cash equivalents

· Contributions

· Investments

· Net Assets

· Property and Equipment

· Tax-exempt status

· Use of estimates

Note 3 – Investments

Note 4 – Donated Services

Note 5 – Property and Equipment

Note 6 – Notes Payable and Long-term debt

Note 7 – Line of Credit

Note 8 – Pension Plan 

Note 9 – Leases

Note 10 – Risks and Uncertainties
Note 11 – Commitments and Contingencies
Note 12 – Deferred Costs

Note 13 – Related Party Transactions

Note 14 – Related Entities
Note 15 – Subsequent Events

Appendix I:
Selected Legal References
Public charter schools in New York State are subject to all laws, rules and regulations affecting health and safety, civil rights, and student assessment applicable to other public schools except as specifically provided in the Charter Schools Act. Charter schools are also subject to the Open Meetings Law and the Freedom of Information Law [§ 2854(1)(c)] as well as certain requirements of the compulsory education law. [§ 2854(1)(b)] Charter schools otherwise have a blanket waiver from all state and local rules, regulations, and laws applicable to public or private schools, boards of education, and school districts, except as specifically provided in the school’s charter or the Charter Schools Act. [§ 2854(1)(b)] 
Generally speaking, public charter schools are subject to many of the same federal, constitutional, statutory and regulatory requirements applicable to other public schools, including laws governing special education and the provision of instruction to students who are English Language Learners. [§§ 2854(1)(b); 2851(2)(h); 2851(2)(s)] However, how precisely these laws apply depends on the status of the charter school under the specific provisions of federal law and the Charter Schools Act.

Appendix J:
Additional Guidance
· The New York State Society of CPAs Professional Ethics Resource Center may be accessed at the following website at http://www.nysscpa.org/prof_library/ethicsindex.htm.
· Financial Accounting Standards Board (FASB) may be contacted by calling FASB at (203)    847-0700, ext. 10; or writing FASB at 401 Merritt 7, PO Box 5116, Norwalk CT 06856-5116; or visiting the FASB Web Page at www.fasb.org. 

· American Institute of Certified Public Accountants (AICPA) may be contacted by calling the AICPA at (888) 777-7077; or writing the AICPA at Harborside Financial Center, 201 Plaza Three, Jersey City NJ 07311-3881; or visiting the AICPA Web Page at  www.aicpa.org. 

· New York State Education Department (SED) may be contacted by calling SED at 
518-474-3209, or by visiting the SED Web Page at http://www.emsc.nysed.gov/psc/.

· New York State Office of the State Comptroller (OSC) may be contacted at your local OSC regional office; or visit the OSC Web Page at www.osc.state.ny.us. 

· New York State Assembly provides New York State Consolidated Laws at http://assembly.state.ny.us/leg/?cl=30. 

· Office of the New York State Attorney General The Charities Bureau is responsible for supervising charitable organizations to ensure that donors and beneficiaries of those charities are protected from unscrupulous practices in the solicitation and management of charitable assets. The Bureau also supervises the activity of foundations and other charities to ensure that their funds and other property devoted to charitable purposes are properly used. http://www.oag.state.ny.us/charities/charities.html
· The Office of Management and Budget provides OMB circulars and Compliance Supplement at www.whitehouse.gov/omb/circulars/ or www.whitehouse.gov/omb/circulars/index.html  

· Government Auditing Standards are available at www.gao.gov/govaud/ybk01.htm. 

· Auditing Standards Board statements and interpretations are available from http://www.aicpa.org/members/div/auditstd/Auth_Lit_for_NonIssuers.htm in PDF format.

Appendix K:
Acronyms
· AICPA – American Institute of Certified Public Accountants

· CPA – Certified public accountant 

· CPE–Continuing professional education 

· CSI – Charter Schools Institute of SUNY

· FASB – Financial Accounting Standards Board

· GAAP – Generally accepted accounting principles

· GAAS – Generally accepted auditing standards

· PA – Public accountant

· SAS – Statements on Auditing Standards

· SED – New York State Education Department

· SUNY – State University of New York

· Yellow Book – Government Auditing Standards
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� Financial Accounting Standards Board (FASB) Statement No. 117


� A copy of the Federal Single Audit must be filed with the Federal Audit Clearinghouse. Please refer to �HYPERLINK "http://www.whitehouse.gov/omb/circulars/a133/a133.html" \t "_blank"��OMB Circular A-133� for the federal filing requirements.


�If the statement of functional expenses is presented as supplemental information, or not presented, reference to the statement of functional expenses should be deleted.


� If applicable add the following: The prior year summarized comparative information has been derived from the School’s 20XW financial statements and, in our report dated month/day/year, we expressed an unqualified opinion 
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