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The Honorable Mayor and Chairman of the
Mount Vernon Urban Renewal Agency
of the City of Mount Vernon, New York
1 Roosevelt Square North
Mount Vernon, New York 11530
We have audited the financial statements of the Urban Renewal Agency of the City of Mount Vernon,
New York as of and for the year ended December 31, 2016 and have issued our report thereon dated
July 27, 2020. Professional standards require us to communicate with you regarding audit matters that
are, in our professional judgment, significant and relevant to those charged with governance (“TCWG”)
in overseeing the financial reporting process. This communication is intended to provide you with these
required communications as well as other findings and information regarding our audit.
We are pleased to be of service to you and the Urban Renewal Agency of the City of Mount Vernon,
New York and appreciate the opportunity to present our audit findings to you. We are also pleased to
discuss other matters which may be of interest to you and to answer any questions you may have.
This information is intended solely for the information and use of TCWG and management of the Urban
Renewal Agency of the City of Mount Vernon, New York and is not intended to be and should not be
used by anyone other than these specified parties.
Very truly yours,

PKF O’Connor Davies, LLP
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Status of the Audit
Audit of Financial Statements


Audit fieldwork is complete.



The financial statements have been drafted and reviewed by management.



We have issued an unmodified report on the financial statements.
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Required Communications and Other Matters
Required Item
Auditor’s responsibility
under professional
standards and planned
scope and timing of the
audit

Other information in
documents containing
audited financial statements

Comments
We have communicated such information in our engagement letter to
you dated October 3, 2019. Generally, these responsibilities include:
•

Forming and expressing an opinion on the financial
statements.

•

Obtaining reasonable assurance that the financial statements
are free of material misstatements, whether caused by error or
fraud.

•

Accumulating and communicating uncorrected misstatements
to Those Charged with Governance (“TCWG”).

•

Maintaining professional skepticism.

•

Communicating audit related matters that are, in our
professional judgment, significant to TCWG.

Our responsibility as auditors for other information in documents
containing the audited financial statements does not extend beyond
the financial information identified in the audit report, and we are not
required to perform any procedures to determine that such other
information is properly stated.
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Required Item
Responsibilities of
management and TCWG

Comments
Management’s responsibilities include:
•
•
•
•

The fair presentation of the financial statements, including the
selection of appropriate accounting policies.
Establishing and maintaining effective internal control.
Complying with laws, regulations, grants and contracts.
Providing the auditors with all financial records and related
information and a signed representation letter.

TCWG are responsible for communicating with the auditors and
overseeing the financial reporting process.
Both management and TCWG are responsible for:
• Setting the proper tone at the top.
• Designing and implementing policies and controls to prevent
and detect fraud.
Qualitative aspects of
accounting practices Accounting Policies

The significant accounting policies are described in Note 1 to the
financial statements. There have been no initial selections of
accounting policies and no changes in significant accounting policies
or their application during the reporting period that had a significant
impact on the financial statements.
The accounting policies of the Entity conform to U.S. generally
accepted accounting principles as applicable to state and local
governments. The Entity’s reports are based on all applicable GASB
pronouncements.

Qualitative aspects of
accounting practices –
Significant Unusual
Transactions

No matters have come to our attention that would require us to inform
you about the methods used to account for significant unusual
transactions.
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Required Item
Qualitative aspects of
accounting practices Accounting Estimates and
Management’s Judgment

Comments
Accounting estimates made by management are an integral part of the
financial statements and are based on management’s knowledge and
experience about past and current events and assumptions about
future events. Actual results could differ from those estimates.
Certain accounting estimates are particularly sensitive because of
their significance to financial statements and their susceptibility to
change. The most sensitive estimates affecting the financial
statements are:




Actuarial assumptions related to the Other Post Employment
Benefit Obligations (“OPEB”)
Actuarial assumptions and proportionate share calculations
related to pension obligations
Estimates of certain receivable balances and allowances for
uncollectible amounts

Management believes that the estimates used and assumptions made
are adequate based on the information currently available. We
evaluated the key factors and assumptions used to develop the
estimates in determining that they are reasonable in relation to the
financial statements as a whole.
Qualitative aspects of
accounting practices Financial Statement
Disclosures

Certain financial statement disclosures involve significant judgment
and are particularly sensitive because of their significance to financial
statement users. The most sensitive disclosure affecting the financial
statements are:



Other post employment benefit obligations payable
Pension plan information

The financial statement disclosures are consistent and clear.
Difficulties encountered in
performing the audit

We encountered no significant difficulties in dealing with management
relating to the performance of our audit.
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Required Item
Corrected and uncorrected
misstatements

Comments
Professional standards require us to accumulate all known and likely
misstatements identified during the audit, other than those that we
believe are trivial, and communicate them to the appropriate level of
management.
We are required to communicate to you misstatements that remain
uncorrected, including any related to prior periods, and the effect, if
any, that they may have on the opinion in our report, and request their
correction. There are no such financial statement misstatements that
remain uncorrected.
In addition, corrected misstatements that were brought to the attention
of management as a result of our audit procedures are also included
in Appendix 1.

Disagreements with
management

For purposes of this communication, a disagreement with
management is a matter, whether or not resolved to our satisfaction,
concerning financial accounting, reporting, or auditing, which could be
significant to the financial statements or the auditors’ report. No such
disagreements arose during the course of the audit.

Management
representations

We have requested certain representations from management that are
included in the management representation letter (see Appendix 2).

Management’s
consultations with other
accountants

In some cases, management may decide to consult with other
accountants about auditing and accounting matters. Management
informed us that, and to our knowledge, there were no such
consultations with other accountants.

Auditor independence

We affirm that PKF O’Connor Davies, LLP is independent with respect
to the Entity in accordance with relevant professional standards.

Significant issues discussed
with management prior to
retention

We generally discuss with management a variety of matters, including
the application of accounting principles and auditing standards,
business conditions affecting the Entity and business plans and
strategies that may affect the risks of material misstatement. None of
the matters discussed and our responses thereto were a condition to
our retention as auditors.
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Internal Control over Financial Reporting
In planning and performing our audit of the financial statements, we considered the Urban Renewal
Agency of the City of Mount Vernon, New York’s (the “Entity”) internal control over financial reporting
(“internal control”) as a basis for designing audit procedures that are appropriate in the circumstances
for the purpose of expressing our opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Entity’s internal control. Accordingly, we express no
such opinion.
Professional standards require that we communicate to you, in writing, all significant deficiencies and/or
material weaknesses in internal control that we identify in performing our audit. For this purpose,
deficiencies in internal control are categorized as follows:


A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent,
or detect and correct, misstatements on a timely basis.



A material weakness is a deficiency, or combination of deficiencies, in internal control, such that
there is a reasonable possibility that a material misstatement of the entity’s financial statements will
not be prevented, or detected and corrected, on a timely basis.



A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is
less severe than a material weakness, yet important enough to merit attention by those charged with
governance.

Our consideration of internal control was for the limited purpose described in the first paragraph and was
not designed to identify all deficiencies in internal control that might be deficiencies, significant
deficiencies, or material weaknesses and, therefore, there can be no assurance that all such deficiencies
have been identified.
We identified certain deficiencies in the Entity’s internal control. We consider the deficiencies in internal
control in Addendum A to be material weaknesses and those identified in Addendum B to be significant
deficiencies.
In addition, as indicated in the attached Addendum C, we share for your consideration other observations
about the internal control and operations.
This communication is intended solely for the information and use of management and others charged
with governance and is not intended to be and should not be used by anyone other than these specified
parties. We will be pleased to discuss these communications and comments in further detail at your
convenience, or to assist you in implementing the recommendations.

Harrison, New York
July 27, 2020
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Urban Renewal Agency of the City of Mount Vernon, New York
Addendum A
Material Weaknesses


Financial Records and Internal Control of the Urban Renewal Agency of the City of Mount
Vernon, New York (“Agency”) (Prior Year Comment - Originated Prior to 2012)
The Agency must have appropriate internal control policies and procedures in place to ensure that
amounts reported are reliable and that management and employees, in the normal course of
performing their assigned functions can prevent, or detect and correct, misstatements on a timely
basis. Our audit revealed the following:
1) The Agency was not “audit ready” commensurate with when the audit of the City of Mount
Vernon, New York (“City”) was to be performed, resulting in significant delays in the issuance
of the audited financial statements and the federal compliance audit in accordance with the
Uniform Guidance.
2) The Agency’s accounting software is old and no longer supported by the vendors, is not a
true general ledger package and thus lacks certain inherent internal control features. We
noted that transactions can be retroactively back dated to prior periods, thus creating
situations where opening balances do not match the closing balances from the prior year.
3) The books are maintained on the cash basis of accounting. This required the Agency to
“convert” the information to the modified accrual basis for financial reporting purposes at
year end, delaying the audit readiness.
4) Although the federal drawdowns were approved, the transactions posted into the Agency’s
accounting software were not reviewed and approved by a supervisor. The transactions
should be reviewed for clerical errors and accuracy of both amounts and account
classifications.
Recommendation
We recommend that the Agency consider maintaining its books on the City’s MUNIS accounting
software package. Further, we recommend that the Agency personnel be trained in modified accrual
accounting techniques to maintain the books in the manner that they must be reported in the financial
statements and that this be done in a timely manner. More effective review and reconciliation policies
and procedures need to be established, including the monthly reconciliations of general ledger
accounts.
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Urban Renewal Agency of the City of Mount Vernon, New York
Addendum A
Material Weaknesses


Community Development Block Grant Loan Programs (Prior Year Comment - Originated Prior to
2012)
The Agency administers various loan programs with funds drawdown from the Community
Development Block Grant Program. These loans have various repayment terms. During our audit
we noted that although there were no new loans issued in 2016, there are several loans made in
prior years which remain in arrears. Further, there are loans that have been made in the past to
businesses that have filed for bankruptcy protection. Although the Agency has fully allowed for these
loans, legal counsel should review these loans and potentially recommend the Agency write off these
balances. Further, the Agency should periodically review these loans to ensure the companies still
have the ability to pay. Lastly, payment amortization schedules were not provided to recipients at the
time the loan was issued.
Recommendation
We recommend that the Agency establish policies and procedures for both the accounting and
tracking of the loan programs. We also recommend the Agency invoice the loan recipients monthly
to prompt payment.



Maintenance of Financial Records
Title 24 of the United States Department of Housing Urban Development (“HUD”) of the Code of
Federal Regulations (“CFR”) §570.506(a) specifies that the grantee must keep records which provide
a full description of each activity that is selected for assistance, including its location, the amount of
funds budgeted, obligated and expended for the activity, and the provision of the regulations under
which the activity is eligible. During our audit inquiries were made with several Agency employees
(both current and prior) and corroborated that the approvals over invoices and other supporting
documentation was taking place. Our inquiry revealed that the Agency’s procedures are to review
supporting documentation prior to requesting a drawdown. This review is documented by signatures
on the drawdown request form, which was substantiated during our testing. However, due to the
significant amount of turnover, change in leadership and delay in the audit spanning over several
years, we noted that the documentation supporting the drawdown amounts for certain expenditures
were misplaced.
Recommendation
We recommend that the Agency maintain the supporting documentation for expenditures as required
by the federal guidelines. Further the documentation should be reviewed and approved prior to
payment.
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Urban Renewal Agency of the City of Mount Vernon, New York
Addendum A
Material Weaknesses


Earmarking for Administrative Costs - Community Development Block Grant
Community Development Block Grant (“CDBG”) funds may be used to pay reasonable program
administrative costs and carrying charges related to the planning and execution of community
development activities. These administrative costs are subject to a statutory limitation that not more
than 20% of grant funds, plus program income, may be used for planning and administration. During
our audit, we noted that there was no documentation that identified what percentage of funds were
spent on administration costs. As such, we could not confirm that the Agency did not exceed the
20% maximum threshold.
Recommendation
We recommend that the Agency maintain documentation on the planning and administrative costs
to ensure that the Agency did not exceed the 20% maximum as allowed by this program. This
calculation should be reviewed throughout the year to ensure that there is no risk in exceeding the
maximum threshold.



Earmarking for Providing Public Services - Community Development Block Grant
CDBG funds may be used to provide public services (including labor, supplies, materials and other
costs). HUD regulations limit the spending on these public services to 26.6% of the total grant
awarded. During our audit, we noted that there was no documentation that identified what percentage
of funds were spent on providing public services. As such, we could not confirm that the Agency did
not exceed the 26.6% maximum threshold.
Recommendation
We recommend that the Agency maintain documentation on providing public services to ensure that
the Agency did not exceed the 26.6% maximum. This calculation should be reviewed throughout the
year to ensure that there is no risk in exceeding the maximum threshold.



Interfund Advances Between the City and the Agency
The Agency receives annual entitlement funding under federal programs which is based on the
Agency’s census data. These programs operate on a cost reimbursement basis. Therefore, all costs
that are incurred by the Agency are bound by federal regulations and must be considered allowable
in order to be reimbursed. The federal regulations also provide for annual maximum thresholds for
certain programs. If the Agency exceeds these thresholds, the costs are no longer considered
reimbursable and must be paid for by either a local match or other sources.
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Urban Renewal Agency of the City of Mount Vernon, New York
Addendum B
Significant Deficiencies


Interfund Advances Between the City and the Agency (Continued)
At December 31, 2016, the Agency reported $1,400,811 as advances from the City. A significant
portion of these advances ($1.35 million) stem from periods prior to fiscal year 2012. These amounts
resulted from costs, such as salaries, related benefits and other expenditures, that reached the
maximum earmarking thresholds that could be drawn down prior to the end of the fiscal year, which
required the City to advance such funds to pay for the unreimbursed costs. Because the programs
are on a cost reimbursement basis and the Agency does not generate significant program income,
it is therefore likely that the Agency could not repay the City.
The accounting standards provide that if repayment is not expected within a reasonable time, the
interfund advances should be reduced and the amount that is not expected to be repaid should be
reported as a transfer from the General Fund that made the advance to the Agency.
Recommendation
It would appear based on the above that the Agency does not have the resources to repay the City.
Therefore, based on the above guidelines we recommend that the City leadership, inclusive of the
City Council, begin the discussions to determine the outcome and resolution of these advances.



HUD Drawdown Reconciliations
Every month the Agency requests drawdowns from HUD to reimburse the Agency for allowable
expenditures incurred. Since the City is the grantee, the funds are transferred directly into the City’s
accounts from HUD. During our audit, we noted that the City does not turn over the funds to the
Agency in a timely manner resulting in difficulties in reconciling the drawdown request to the amount
provided by HUD. Upon request, there was no such reconciliation performed by the Agency.
Recommendation
We recommend the Agency track the drawdown requests by identification number, requested date
and amount. In addition, we recommend the Agency reconcile this tracking to the transfer of funds
from the City to ensure all drawdowns were received.
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Urban Renewal Agency of the City of Mount Vernon, New York
Addendum C
Other Matters


Compensated Absences
The Agency provides for the payment of accumulated vacation and sick leave upon an employee’s
separation from service. This liability is reflected in the City’s government-wide financial statements
to which the Agency contributes its respective share. During our audit, we noted that the
compensated absences balance has not been updated for 2016 and is not being tracked by either
the City or Agency.
Recommendation
We recommend that vacation and sick leave be maintained throughout the year for Agency
employees and utilized to calculate the compensated absences liability at the fiscal year end. The
calculation should be reviewed and approved by a supervisor.



Fund Deficit (Prior Year Comment – Originated in 2012)
The financial statements of the Agency reflect an unassigned deficit at December 31, 2016 of
$880,587 as compared to an unassigned deficit of $1,822,947 at December 31, 2015. Accordingly,
the financial position improved by approximately $940,000 in the current year. This was primarily
attributable to the write-off of certain accounts payable balances that dated back several years. This
deficit also partly results from the City’s General Fund charges from several years ago. A
nonspenable portion of fund balance was also established in the City’s General Fund to the extent
of the funds paid to the Agency, as the City’s General Fund may have to provide cash resources to
the Agency to satisfy its outstanding liabilities.
Recommendation
We suggest that the Agency monitor its expenditures and revenues to ensure that the deficit not be
exacerbated. As we have also noted in the past, if it is determined that the City wishes to waive
collection of certain of these prior year charges and thus lower this deficit further, a resolution will
need to be approved by both the City Council and the Board of Directors to effectuate this change in
the books and records.
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Urban Renewal Agency of the City of Mount Vernon, New York
Addendum C
Other Matters


Board Minutes
As part of our audit procedures, we read through the Board of Directors minutes to identify any items
including, but not limited to, related party transactions or significant transactions. In addition, we are
required to read through the minutes of meetings held at the beginning of the fiscal year, January 1,
2016 through our opinion date. Based on the Agency’s bylaws, the Agency shall hold regular
meetings on the first Tuesday after the second Wednesday of the month. Out of the total possible
53 meetings within the timeframe reviewed, 25 meetings, or 47%, were cancelled.
Recommendation
We recommend that the Agency hold regular meetings as required by its bylaws.



Cybersecurity Best Practices
The Government Finance Officers Association (“GFOA”) recently published an article entitled “A Byte
of Prevention: Best Practices in Cybersecurity” to help guide local municipalities in implementing
simple, inexpensive and effective strategies that address people, processes and technology to
protect organizations from potentially costly and damaging cybersecurity threats. As stewards of
sensitive public data, municipal officials and finance officers must understand the significance of this
threat, including the large costs governments face in recovering lost data, restoring public trust and
recovering from a breach. Most of these ten “best practices” recommendations address the weakest
link in cybersecurity – the human factor.
1. Employee Awareness – Train employees to:
 Be suspicious of emails asking to change a username or password
 Double check the sender’s email address before opening attachments or links
 Periodically check the website www.haveibeenpwned.com to see if their e-mail
addresses and passwords have been exposed. If so, employees should report the breach
and change passwords for the accounts listed
 Follow the government’s compliance processes when vendors request changes to
payment and bank account information (e.g., accounts payable) and staff members (e.g.,
direct deposit). These are often “out-of-band” (i.e., not done by e-mail) and are therefore
vulnerable
2. Patch Digital Devices – Software patches typically include security updates and fixes for
vulnerabilities
 Ensure that all devices (computers, laptops and smart devices) are updated
 Do not allow personal devices on government networks
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Urban Renewal Agency of the City of Mount Vernon, New York
Addendum C
Other Matters


Cybersecurity Best Practices (Continued)
3. Anti-Virus Software
 Install anti-virus software on all devices and run a full scan at least monthly
 Update anti-virus software regularly
 Scan mobile devices before they connect to the network
4. Virtual Private Network (VPN) – Encrypts data and sends it through an established tunnel that
can only be accessed from an encrypted key at both ends
 Give all remote workers VPN access.
 Don’t use unsecured public wireless networks if you can help it. If you can’t, use VPN,
which can be set up by your IT administrators or outsourced to third parties
5. Password Security
 Develop a policy for strong passwords (i.e. one capital letter, a number, a symbol and a
minimum length)
 Require changing of passwords at set intervals (i.e. monthly/quarterly)
 Train employees about safe social media practices
6. Administrative Access Controls
 Implement multi-factor authentication for all administrator accounts (network as well as
cloud)
 Limit the number of administrator (or even super user) accounts as much as possible
7. Physical Security
 Activate time-out functions so the session logs out after a certain amount of inactive time
 Activate biometric security (finger print readers/facial recognition software) where feasible
 Actively manage laptops and smart devices so the information can be erased if device is
lost or stolen
 Use anti-theft software on mobile devices.
8. Back-Up and Disaster Recovery – Preferably at offsite locations separate from your operating
network
 Develop back-up and disaster recovery procedures
 Ensure that all sensitive data are encrypted.
9. Policies and Procedures
 Develop policies and procedures that address the use of technology and safe handling
of data
 Procedures should include 1) what staff members are expected to do as “first responders”,
2) what the “incident response team” members should do and 3) the communications
your public information office should make
 Conduct regular exercises to prepare for responding to cyber threats, which should be
part of regular disaster recovery training
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Urban Renewal Agency of the City of Mount Vernon, New York
Addendum C
Other Matters


Cybersecurity Best Practices (Continued)
10. Consider Cyber Insurance – Generally covers costs associated with hardware replacement,
professional services, protecting third parties and cyber ransom
 Check with your insurance provider about cyber insurance offerings
 Consider a cyber-security risk assessment (which PKF O’Connor Davies specialists can
assist you with)
The full article can be found at https://www.gfoa.org/byte-prevention-best-practices-cybersecurity
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On the Horizon
GASB Statement No. 75 – Accounting and Financial Reporting for
Postemployment Benefits Other than Pensions
In June 2015, GASB issued Statement No. 75 “Accounting and Financial Reporting for Postemployment
Benefits Other than Pensions.” This Statement replaces the requirements of GASB Statement No. 45
“Accounting and Financial Reporting by Employers for Postemployment Benefits Other than Pensions”.
The key difference in the new standard for New York municipalities and school districts (since New York
State has not authorized the establishment of an Other Postemployment Benefit (“OPEB”) trust fund) is
that these governments must now report the total OPEB liability related to their employees. The prior
standard allowed for the amortization of prior service cost over a thirty year period.
The statement requires municipalities and school districts to present more extensive note disclosures
and required supplementary information (“RSI”) about their OPEB liabilities. Among the new note
disclosures is a description of the effect on the reported OPEB liability of using a discount rate and a
healthcare cost trend rate that are one percentage point higher and one percentage point lower than
that assumed in the financial statements. The new RSI includes a schedule showing the causes of the
increase and decreases in the OPEB liability and a schedule comparing a government’s actual OPEB
contributions to its contribution requirements.
This new standard parallels the pension standard in GASB Statement No. 68 “Accounting and Financial
Reporting for Pensions”. Together, these two new standards provide consistent and comprehensive
disclosure for all postemployment benefits. The provisions of this Statement are effective for fiscal
years beginning after June 15, 2017 (i.e., the Agency’s financial statements for the year ending
December 31, 2018).

GASB Statement No. 87 – Leases
Potentially pervasive changes are coming to lease accounting. Under the provisions of GASB Statement
No. 87, nearly every lease will be considered a capital lease. While local governments and school
districts would most likely be lessees in these kinds of transactions, some might also be involved in
transactions where they are the lessor of these assets.
Under this standard, lessees will now be required to recognize in their entity-wide Statement of Net
Position a lease liability and an intangible right-to-use lease asset when the lease begins. The intangible
asset will be similar to other capital assets by requiring amortization over the life of the lease term, similar
to depreciation of tangible capital assets. Also similar to other capital assets, leases will need to be
assessed for impairment.
Lessors will do the opposite. Lessors will recognize a lease receivable and a deferred inflow of resources
at the start of a lease. The receivable will be reduced and revenue recognized as lease payments are
received each year. The lessor will continue to report the capital asset on its own Statement of Net
Position.
Governments should review this standard early to anticipate what changes might need to be made to
policies, accounting procedures, laws and regulations. The provisions of this Statement are effective
18

for fiscal years beginning after December 15, 2019 (i.e., the Agency’s financial statements for the
year ended December 31, 2020) with earlier application encouraged.

Uniform Guidance Procurement Standards – OMB Extends Procurement Grace
Period for One More Year
The Office of Management and Budget (OMB) has updated guidance for the procurement grace period
available to non-Federal entities under Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards (Uniform Guidance).
The update, as included in the Federal Register, allows for an additional one-year grace period for
implementation of the procurement standards set forth in the Uniform Guidance (2 CFR 200.317 through
200.326). Including the grace period, the implementation date for the revised procurement standards
will be effective for fiscal years beginning on or after December 26, 2017. A non-Federal entity that
chooses to take advantage of this grace period must document its choice in its internal records, noting
whether it’s in compliance with the previous or revised procurement standards.
The new procurement standards apply to procurement of goods and services directly charged to a
Federal award. The standards don’t apply to indirect costs and procurement of goods and services not
charged to a Federal award. The standards have a strong emphasis on procurement methodology to
achieve the goals of increased accountability and competition. The changes are designed to better
mitigate waste, fraud and abuse.
General Requirements of the New Guidance - The following are the general requirements:
•

Non-Federal entities (such as not-for-profit entities and local governments) receiving Federal
awards must have their own documented (written) procurement procedures that conform to
reflect Federal law, Uniform Guidance standards, and any State laws and regulations.
• Non-Federal entities must maintain oversight to ensure that contractors perform in accordance
with the terms of their contracts or purchase orders.
• Non-Federal entities must maintain written conflict-of-interest policies if its employees engage in
the selection, award and administration of contracts. No employee, officer or agent may
participate in the selection, award, or administration of a contract funded by a Federal award if
he or she has an actual or apparent conflict of interest. This also applies to organizational
conflicts of interest if the non-Federal entity is unable or appears to be unable to be impartial in
conducting a procurement action involving a related organization.
• Non-Federal entities should focus on greater economy and efficiency to promote cost-effective
use of services during the procurement process, and must avoid using Federal funds for the
acquisition of unnecessary and duplicative items.
Non-Federal entities must document and maintain records sufficient to detail the history of the
procurement steps and activities required to be completed. This includes the rationale for the type of
procurement, selection of contract type, and the basis for the contractor selection and price.
Five Methods of Procurement - The Uniform Guidance outlines five methods of procurement:
•

Micro-Purchases: Purchases that individually do not exceed $3,500. To the extent practicable,
micro-purchases must be distributed equitably among qualified suppliers. No bid or quote
process is required.
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•

•

•

•

Small Purchases: Used for purchases up to the Simplified Acquisition threshold, which is
currently $150,000. These include small and informal purchase methods for securing services,
supplies, or other property. Price or rate quotes must be obtained from an adequate number of
qualified sources.
Sealed Bids: Purchases over $150,000. Bids are publically solicited and a fixed price contract
(lump sum or unit price) is awarded to the responsible bidder whose bid, conforming to all
material terms and conditions of the invitation for bids, is the lowest in price. This method is most
commonly used for procurement of construction contracts.
Competitive Proposals: Purchases over $150,000. This method requires formal solicitation
from an adequate number of qualified sources, fixed-price or cost-reimbursement contracts, and
is used when sealed bids are not appropriate. Contracts must be awarded to the responsible firm
whose proposal is most advantageous to the program, with price and other factors considered.
Noncompetitive Proposals: These proposals only apply under unique circumstances.
Examples include when an item is available only from one source, when a public emergency
does not allow time for a competitive proposal process, when the Federal awarding agency
authorizes, or when the competition is deemed inadequate after proper solicitation.

Changes to Government Auditing Standards
The U.S. Government Accountability Office, in July 2018, issued its 2018 revision to Government
Auditing Standards (i.e. “Yellow Book”). These changes will be the first changes since 2011 and are
designed to ensure the standards continue to meet the needs of the federal, state and local government
communities and the public these bodies serve. The following significant new audit requirement was
added to the 2018 revision:
As part of an audit under Government Auditing Standards, if auditors become aware of waste or abuse
that could be quantitatively or qualitatively material to the financial statements, auditors should perform
additional audit procedures to ascertain the potential effect on the financial statements.
Included in the application guidance are these definitions:
Waste is the act of using or expending resources carelessly, extravagantly, or to no purpose. Waste
involves the taxpayers not receiving reasonable value for money in connection with any governmentfunded activities because of an inappropriate act or omission by parties with control over or access to
government resources. Importantly, waste can include activities that do not include abuse and does not
necessarily involve a violation of law. Rather, waste relates primarily to mismanagement, inappropriate
actions, and inadequate oversight.
Abuse is behavior that is deficient or improper when compared with behavior that a prudent person
would consider reasonable and necessary business practice given the facts and circumstances, but
excludes fraud and noncompliance with provisions of laws, regulations, contracts, and grant agreements.
Abuse also includes misuse of authority or position for personal financial interests or those of an
immediate or close family member or business associate. Because the determination of abuse is
subjective, auditors are not required to perform procedures to detect abuse in financial audits. Auditors
may discover that abuse is indicative of fraud or noncompliance with provisions of laws, regulations,
contracts, and grant agreements.
The 2018 revision of Government Auditing Standards is effective for financial audits for periods ending
on or after June 30, 2020. Early implementation is not permitted.
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Appendix 1
Corrected Misstatements
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Urban Renewal Agency of the City of Mount Vernon, New York
Material Adjusting Journal Entries
December 31, 2016
Account

Description

Adjusting Journal Entries JE # 3
To adjust accounts payable for those transactions paid in 2016
but were already accrued in 2015 as payable.
2000
Accounts Payable
8600
Insurance
9550
Payroll Expenses
Total
Adjusting Journal Entries JE # 4
To record the payment of workers compensation on a modified
accrual basis rather than on a cash basis.
CD-480
prepaid expenses
8600
Insurance
Total
Adjusting Journal Entries JE # 5
To adjust federal aid for those HOPWA receipts collected in the
current year that were accrued for in the prior year.
5000
Federal Aid
1550
Due from other governments
Total
Adjusting Journal Entries JE # 6
To recognize revenue for HOPWA drawdown.
1701
Due from Westchester Cty
5000
Federal Aid
1042
Capital One Checking
5000
Federal Aid
Total
Adjusting Journal Entries JE # 7
To properly recognize revenue deferred in the prior year.
2150
Due to other governments
5000
Federal Aid
Total
Adjusting Journal Entries JE # 8
To separately record the accrued liabilities from accounts
payable.
2000
Accounts Payable
CD-601
Accrued liabilities
Total

Debit

Credit

55,115

55,115

45,045
10,070
55,115

17,795
17,795

17,795
17,795

104,029
104,029

104,029
104,029

25,035
1,120

26,155

1,120
25,035
26,155

138,480
138,480

138,480
138,480

457,959
457,959

457,959
457,959
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Urban Renewal Agency of the City of Mount Vernon, New York
Material Adjusting Journal Entries
December 31, 2016
Account

Description

Adjusting Journal Entries JE # 9
To adjust the ERS accrual based on the 2017 invoice.
9550
Payroll Expenses
CD-601
Accrued liabilities
Total
Adjusting Journal Entries JE # 10
To adjust the 2015 HOPWA accrual that was paid in 2016.
2000
Accounts Payable
6500
HOPWA program
Total
Adjusting Journal Entries JE # 11
To recognize revenue for HOPWA that was not earned as of the
end of the prior fiscal year.
2550
Unearned revenues - Other
5000
Federal Aid
Total
Adjusting Journal Entries JE # 12
To accrue receivable and corresponding payable for those
amounts paid in 2017 relating to 2016. Receipt of funds did not
occur in 2016.
6300
Continuum of care
6600
Comm. Dev. Program
CD-410
Accts rec-HUD
5000
Federal Aid
CD-601
Accrued liabilities
Total
Adjusting Journal Entries JE # 13
To adjust the allowance for the mortgages receivable based on
URA management's decision.
2600
Mortgages
1530
Loans Receivable
CD-00-0000-2702
Rev-loan repayment
CD-00-0000-2703
Rev-loan interest
Total

Debit

Credit

5,484
5,484

5,484
5,484

83,630
83,630

83,630
83,630

22,206
22,206

22,206
22,206

87,676
100,309
187,985

375,970

187,985
187,985
375,970

48,800

48,800

39,383
8,599
818
48,800
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Urban Renewal Agency of the City of Mount Vernon, New York
Material Adjusting Journal Entries
December 31, 2016
Account

Description

Adjusting Journal Entries JE # 14
To remove the Planning Board account and corresponding
Deposit in escrow from the URA. The account belongs on the
City's books.
2551
In Escrow
1100
Cash in Escrow
Total
Adjusting Journal Entries JE # 15
To adjust the amount owed to the City per City's calculation.
5000
Federal Aid
2200
Due to the City of Mount Vernon
Total
Adjusting Journal Entries JE # 16
To correct opening fund balance by an immaterial amount.
3500
Retained Earnings
5000
Federal Aid
Total
Adjusting Journal Entries JE # 17
To reclassify the balances to the proper account.
6500
HOPWA program
6500
HOPWA program
9999
Suspense (Ask Acct)
Total
Adjusting Journal Entries JE # 18
To write-off balances that are no longer considered payable per
Board of Director approval.
2000
Accounts Payable
CD-601
Accrued Liabilities
9801
Write Off of Old Payables
Total
Adjusting Journal Entries JE # 20
To record accrue and defer interest on Atlantic Development
mortgage loan as per the loan agreement.
1530
Loans Receivable
2600
Mortgage
Total

Debit

Credit

117,122
117,122

117,122
117,122

29,821
29,821

29,821
29,821

1,660
1,660

1,660
1,660

18,178
4,063
22,241

22,241
22,241

637,995
314,577
952,572

952,572
952,572

81,097
81,097

81,097
81,097
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Appendix 3
About PKF O’Connor Davies, LLP
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