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DANSA DARAThLLP
CERTIFIED PUBLIC ACCOUNTANTS CONSULTANTS

INDEPENDENT AUDITORS REPORT ON SCHEDULE OF EXPENDITURES
OF FEDERAL AWARDS AND OTHER SUPPLEMENTARY INFORMATION

To Darby R Fishkin
Interim Comptroller ofthe City ofBuffalo

Buffalo New York

We have audited the accompanying financial statements of the governmental activities the business type
activities the aggregate discretely presented component units each major fund and the aggregate
remaining fund information ofthe City ofBuffalo Urban Renewal Agency BURA a component unit
ofthe City ofBuffalo as ofand for the year ended June 30 2011 which collectively comprise BURA s

basic financial statements and have issued our report thereon dated November 9 2011 These financial
statements are the responsibility ofBURA 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 Standardv
issued by the Comptroller General ofthe United States Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free ofmaterial
misstatement An audit includes examining on a test basis evidence supporting the amounts and
disclosures in the financial statements An audit also includes assessing the accounting principles used
and significant estimates made by management as well as evaluating the overallbasic financial statement

presentation We believe that our audit provides areasonable basis for our opinions

In our opinion the financial statements referred to above present fairly in all material respects the

respective financial position of the governmental activities the business type activities the aggregate
discretely presented component units each major fund and the aggregate remaining fund information of
the City ofBuffalo Urban Renewal Agency as ofJune 30 2011 and the respective changes in financial
position thereof for the year then ended in conformity with accounting principles generally accepted in
the United States ofAmerica

Inaccordance with Government Auditing Standards we have also issued our report dated November 9
2011 on our consideration ofBlIRA s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws regulations contracts and grant agreements and other
matters The purpose ofthat report is to describe the scope ofour testing ofinternal control over financial
reporting and compliance and the results of that testing and not to provide an opinion on the internal
control over financial reporting or on compliance That report is an integral part ofan audit performed in

accordance with Government Auditing Standards and should be considered in assessing the results ofour

audit

361 Delaware Avenue Buffalo New York 14202 P 716 842 3900 F 716 883 2963 wwwdarata com



Our audit was conducted for the purpose offorming opinions on the financial statements that collectively
comprise BURA s basic financial statements The Summary ofFederal State and Local Grant Programs
Statement ofSource and Status ofFunds Community Development Block Grant Funds Entitlement
and the Statement ofProgram Costs Community Development Block Grant Funds Entitlement are

presented for purposes ofadditional analysis and are not a required part ofthe basic financial statements
The accompanying schedule ofexpenditures of federal awards is presented for purposes of additional
analysis as required by U S Office ofManagement and Budget Circular A 133 Audits ofStates Local
Governments and Non Profit Organizations and is also not a required part of the basic financial
statements of BURA The Schedule of Expenditures ofFederal Awards has been subjected to the
auditing procedures applied in the audit of the basic financial statements and in our opinion is fairly
stated inall material respects in relation to the basic financial statements taken as a whole The Summary
of Federal State and Local Grant Programs Statement of Source and Status of Funds Community
Development Block Grant Funds Entitlement and the Statement of Program Costs Community
Development Block Grant Funds Entitlement have not been subjected to the auditing procedures
applied in the audit ofthe basic financial statements and accordingly we express no opinion on them

Dtuzp

November 9 2011



CITY OF BUFFALO URBAN RENEWAL AGENCY

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED JUNE 30 2011

FederalGrantor PassThroulh Grantor CFDA Grant Award

Prol ramTitle Number ID Number Amount Expenditures

US Departmentof ousinl and UrbanDevelollrnent

Community Development BlockGrant Entitlement 14218 B 96 MC 36 0001 22 348000

Community Development Block Grant Entitlement 14 218 B 04 MC 36 0001 19551 000 19 874

Community Development Block Grant Entitlement 14218 B 05 MC 36 0001 18058 225 41700
Community Development Block Grant Entitlement 14 218 B 06 MC 36 0001 16547 713 47 147

Community Development BlockGrant Entitlement 14 218 B 07 MC 36 0001 16 510228 1 376 169

Community Development BlockGrant Entitlement 14 218 B 08 MC 36 0001 15 877280 1 684763
Community Development BlockGrant Entitlement 14218 B 09 MC 36 0001 16091 522 1501 517
Community Development Block Grant Entitlement 14218 B IO MC 36 0001 17 409 073 11 362 767

Community Development BlockGrant Entitlement 14218 B IO MC 36 0001 14 540753 1 397 120

156 933794 17 431 057

Community Development BlockGrant Recovery Program 14218 B 09 MY 36 0001 4311 494 2315 943

Community Development Block Grant Loans 14218 Various 16 219 105

Rental Housing RehabilitationGrant 14230 R 84 MC 36 0508 793 056

Rental Housing Rehabilitation Grant 14230 R85 MC 36 0508 850 OO

Rental Housing RehabilitationGrant 14230 R86 MC 36 0508 361 OO

Rental Housing Rehabilitation Grant 14230 R87 MC 36 0508 2017 816
Rental Housing RehabilitationGrant 14230 R88 MC 360508 996 000

Rental Housing RehabilitationGrant 14230 R89 MC 36 0508 2 619 500

Rental Housing Rehabilitation Grant 14230 R90 MC 36 0508 634 000

Rental Housing Rehabilitation Grant 14230 R91 MC 36 0508 343 000

8 614 372 125

Rental Housing Rehabilitation Grant Loans 14 230 Various 486 582

Section 8 Housing Subsidy Program 14 156 No Set Amount 31 239 170

Passed throughtoHousing Development
Corporation ofWest em New York

Section J 12 Loan Progmm 14220 No Set Amount 247

Section IOKLoanGuamntee Program 14248 B 94 MC 36 0002 8 490 OO

Section 108 LoanGuarantee Program 14248 B 95 MC36 0002 10735 000

19 225 000 447 081

HOME Investment Partnerships Program 14 239 M n MC 36o502 5 084 000
HOME Investment Partnerships Program 14239 M 93 MC 36o502 3 360 000

HOME Investment Partnerships Program 14239 M 94 MC 360502 4 490 000

HOME Investment Partnerships ProhTfam 14239 M 95 MC 36o502 4 814 000

HOME InvestmentPartnerships Program 14 239 M 96 MC 36o502 4 896 000

HOME InvestmentPartnerships Program 14239 M 97 MC 36o502 4 797 000

HOME Investment Partnerships Program 14239 M 98 MC 36 502 5 175 000

HOME InvestmentPartnerships Program 14239 M 99 MC 360502 5 580 000

HOME InvestmentPartnerships Program 14239 M OO MC 36o502 5 582 000

HOME InvestmentPartnerships Program 14239 M O I MC 36o502 6 213 000

HOME InvestmentPartnerships Program 14239 M 02 MC 36o502 6 ln OOO

HOME InvestmentPartnerships Program 14239 M 03 MC 360502

HOME InvestmentPartnerships Program 14239 M 04 MC 36 0502

HOME InvestmentPartnerships PrOhTfam 14 239 M05 MC 36 0502 5 174754
HOME InvestmentPartnerships Program 14239 M 06 MC 36o502 4 824057
HOME InvestmentPartnerships Program 14 239 M07 MC 36o502 4 789546
HOME InvestmentPartnerships Program 14239 M 08 MC 36o502 4 599687

HOME InvestmentPartnerships ProhTfam 14239 M 09 MC 36o502 5 081 876
HOME InvestmentPartnerships Program 14219 M IO MC 36 502 5 083 088

HOME InvestmentPartnerships Program 14239 M IO MC 36o502 4476 638

90212 646 4 549464

HOME InvestmentPartnerships Program Loans 14239 Various 49 513 247

l fOPE forHomeownership of

Single FamilyHomes HOPE 3 14 240 H3 92 WY 0502I N 503 090

Indicates Major FederlI Assistance Program Continued

3



CITY OF BUFFALO URBAN RENEWAL AGENCY
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30 2011

Federal Grantor Pass ThrouehGrantorl

ProlramTitle

Housing Opportunities forPersons with AIDS HOPWA

Housing Opporttmitics forPersons withAIDS HOPWA

I lousingOpportunities forPersons withAIDS HOPWA

Housing Opportunities forPersons with AIDS HOPWA

Housing Opportunities forPersons with AIDS HOPWA

Housing Opportunities forPersons withAIDS HOPWA

Housing Opportunities forPersons withAIDS HOPWA

Housing Opportunities torPersons withAIDS HOPWA

Housing Opportunities forPersons withAIDS HOPWA

Housing Oppornmitics forPersons with AIDS HOPWA

Housing Opportunities forPersons with AIDS I JOPWA

Emergency Shelter Grants Program
Emergency ShelterGrants Program
Emergency ShelterGrants Program
Emergency ShelterGrants Program
Emerglncy ShelterGrants Program
Emergency Shelter rantsProgram
Emergency ShelterGrants Program
Emcrgency ShelterGrants Program
Emergency ShelterGrants ProTam

Emergency ShelterGrants Program
Emergency ShelterGrants Program
Emergency ShelterGrants Program
Emergency ShelterGrants Program

Emergency ShelterGrants Program
EmergencyShelter Grants Program
EmergencySheltlr Grants ProhTam

EmergencyShelter Grants Program
EmergencyShelter Grants Program
EmergencyShelter Grants ProbTam

EmergencyShelter Grants Program
EmergencyShelter Gmnts Program

Emergency Shelter Grants Program forHomeless Prevention

Economic Development InitiativeProgram
Passed through to OuffaloEconomic RenaissanceCorp

EconomicDevelopment Initiative Ellicott

EconomicDevelopment Initiative Glenny
EconomicDevelopment Initiative Medical nn

Passed through to BuffaloNeighborhood RevitalizationCorp
EconomicDevelopment Initiative HOZO

Economic Development Initiative LaSallePark

Economic Development Initiative Crescent Village

Lead Hazard Reduction DemoGrant

LeadHazard ReductionDemo Gldnt Loans

Lead Based Paint Hazard Control Program
LeadBased Paint Hazard Control Program LJans

LeadHazard Reduction Demo Grant

LeadHazard Reduction Demo Grant Loans

Shelter PlusCare

Brownfield3Training Research and Technical Assistance Grant

Federal

CFDA

Number

Grant

10 Number

14241

14241

14241

14241

14241

14241

14241

14241

14241

14241

14241

HOI NY04 F004

H02 NY04 F004

H03 NY04 F004

H04 NY04 F004

H05 NY04 F004

H06 NY04 F004

H07 NY04 F004

1108 NY04 F004

H09 NY04 F004

HIO NY04 F004

HIO NY04 F004

14231 S 87 MC 36 0100

14 231 S 92 MC 36 0003

14231 S 93 MC 36 0003

14231 S 94 MC 36 0003

14231 S 95 MC 36 0003

14231 S 96 MC36 0003

14231 S 97 MC 36 0003

14231 S 98 MC 36 0003

14231 S 99 MC 36 0003

14231 S OO MC 36 0003

14231 S O I MC 36 0003

14231 S 02 MC 36 0003

14231 S 03 MC 36 0003

14231 S 04 MC 36 0003

14231 S 05 MC 36 0003

14231 S 06 MC 36 0003

14231 S 07 MC 36 0003

14231 S 08 MC 360003

14 231 S 09 MC 36 0003

14231 S 10 MC 36 0003

14231 S 10 MC 36 0003

14 262 S 09 MY 36 0003

14 246 B 92 ED 36 0001

14246 B93 ED 36 0001

14 246 B95 ED 360003

14246 B 96 ED 36 0001

14246 B 96 ED 360001

14 246 B 05 SP NY 0912

14 905

14 905

NYLlID0032 04

Various

14 900

14 900
NYLAG0052 95

Various

14905

14 905

NYUIDOI53 06

Various

14 238 NY06C93 1025

66814 BP 99242201 3

TotalUS Department of Ilousing and UrbanDevelopment Funding

Total FederalFinancial Assistance

Indicates Major FederalAssistance Program

4

Award

Amount

412 000

446000

473000

472 000

456 000

480 000

480 000

507 000

521 962

565 329

567 151

5 380 442

56 000

395 000

259 000

587 000

802 000

582000

580000

838000

751 000

750 000

745 000

744000

747 000

728 773

715 093

709 936

713 642

711 365

706 910

705483
705 316

13 532 518

6 594 081

500 000

129 000

1 000000

5 000 000

500000

96224

7 225 224

733 036

3 750 450

1 067 350

641 640

550000

08 369562

308369 562

Expenditures

451 804

695 562

3769 910

20 193

20 193

29 741

616 740

17620

857 780

5 209

130 666 580

130 666 580
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CITYOF BUFFALO URBAN RENEWAL AGENCY

NOTES TO SUPPLEMENTARY FINANCIAL INFORMATION ON FEDERAL STATE AND

LOCALGRANT PROGRAMS

FOR THE YEAR ENDED JUNE 30 20t1

Note A Organization and Basis ofPresentation

On anization and Administration

The City ofBuffalo New York is the recipient ofvarious grant programs funded by Federal New York

State and local government agencies The administration ofthe grant programs described herein has been

delegated to the City of Buffalo Urban Renewal Agency BURA The City of Buffalo s Office of

Financial Control of Agencies under the Department of Administration and Finance performs the

disbursing accounting and financial reporting functions for all grants under the administration ofBURA

Fund Classitication and Presentation

Programs funds have been classified as either general funds or special revenue funds governmental fund

types in the financial statements

Included in BURA s General Fund are proceeds from previously closed out grant programs BURA s

Special Revenue Funds account for the proceeds ofFederal Community Development Block Grants

Metropolitan Entitlement HOME Grants certain Federal Urban Dcvelopment Action Grants and

various other sources ofrestricted revenue

Basis ofAccountin1

Transactions for all grant programs are presented on the modified accrual basis ofaccounting in the

financial statements ofBURA Under the modified accrual basis grant revenues are recognized when

accruable which in most cases is when grant expenditures are made Any grant funds received in excess

of grant expenditures recognized are classified as deferred revenues any excess of allowable grant

expenditures over cash receipts is recorded as a receivable from the grantor

For purposes of presentation in the supplementary financial information all Federal state and local

funding including program income has been presented on a cash receipts basis This departure from

generally accepted accounting principles is intended to illustrate the accountability ofBlJRA for cash

draw downs and advances received from its funding sources as well as for program income received

Program expenditures have been presented on amodified accrual basis consistent with their presentation
in the financial statements
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CITYOF BUFFALO URBAN RENEWAL AGENCY

NOTES TO SUPPLEMENTARY FINANCIAL INFORMATION ON FEDERAL STATE AND

LOCAL GRANT PROGRAMS

FORTHE YEAR ENDEDJUNE 30 2011

Note A Organization and Basis ofPresentation Continued

The issuance ofCommunity Development Block Grant CDBG float loans are recorded as accounts

receivable and are included in the schedule ofexpenditures of federal awards Repayments ofCDBG

float loan principal reduce the receivable balance while interest received is recognized as program
Income

Pro2ram Income

Program income represents funds actually received from various sources principally sales of real estate

acquired with program funds repayments ofprincipal and interest on loans made with program funds

rentals ofproperties acquired with program funds and collections from property owners on demolitions

financed by program funds

Transfers ofFunds and Local Contributions

Local matching contributions are required by certain Federal grants The percentages of matching
contributions vary with each program and the amount of the matching contributions at agiven point in

time depends upon what particular grants or programs exist Matching contributions from other non

BURA funds are classified as transfers in out

Note B Subgrantees

A substantial portion ofBURA s grant expenditures under the Community Development Block Grant

CDBG program the Section 8 Housing Subsidy program and other grant programs are made to various

not for profit subgrantee organizations These organizations in turn direct grant funds to the ultimate

recipients In the case ofcommunity based organizations detailed periodic financial reports are required
as acondition to continued funding by BURA Inmany cases independent audits on an entity wide or

specific contract basis are also required to assist BURA in determining if grant funds are used in

accordance with grant requirements
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CITYOF BUFFALO URBAN RENEWAL AGENCY

NOTES TO SUPPLEMENTARY FINANCIAL INFORMATION ON FEDERAL STATE AND

LOCAL GRANT PROGRAMS

FORTHE YEAR ENDED JUNE 30 2011

Note C Questioned Costs and Grantor Audits

The questioned costs summarized in the supplementary financial information represent audit findings by
BURA s independent auditors engaged by the City of Buffalo These audit findings detail those costs

charged to grant programs which in the auditors opinion merit special consideration as to their

allowability In general costs are questioned upon audit for one ofthe following reasons

They appear to be insufficiently documentedor lack proper authorization

They appear to exceed a program budget category

They appear to be ofa type specifically not allowed by the terns ofagrant contract or

by governmental statutes or regulations governing the programs funded

These questioned costs described in detail in the compliance section of the independent auditors report
are subject to review and response thereto by BURA officials to substantiate their allowability under

funding agreements These costs together with BURA s responses will be reviewed by officials of the

governmental funding agencies in order to determine their ultimate allowability Moreover grantor

agencies reserve the right to conduct additional audits ofBURA s grant programs which could result in

additional disallowed expenditures BURA s management believes that the amount of any costs

ultimately disallowed will not bematerial

Note D Budgetary Transfers

The supplementary financial information specifically relating to the Community Development Block

Grant CDBG program details budgetary transfers between program years These interyear transfers are

utilizedby BURA to roll forward uncompleted CDBG projects to a current program year thus enabling
the accounts ofearlier years to be closed out on a more timely basis Budgetary transfers may also

redistribute spending authority for unused funds
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CITYOF BUFFALO URBAN RENEWAL AGENCY

NOTES TO SUPPLEMENTARY FINANCIAL INFORMATION ON FEDERAL STATE AND

LOCAL GRANT PROGRAMS

FOR THE YEAR ENDED JUNE 30 2011

Note D Budgetary Transfers Continued

Funds reprogrammed through June 30 2010

From 1975 Program Year

From 1976 Program Year

From 1977 Program Year

From 1978 Program Year

From 1979 Program Year

From 1980 Program Year

From 1981 Program Year

From 1982 Program Year

From 1983 Program Year

From 1984 Program Year

From 1985 Program Year

From 1986 Program Year

From 1987 Program Year

From 1988 Program Year

From 1989 Program Year

From 1990 Program Year

From 1991 Program Year

From 1992 Program Year

From 1993 Program Year

From 1994 Program Year

From 1995 Program Year

From 1997 Program Year

From 1998 Program Year

From 1999 Program Year

From 2000 Program Year

1 909643

1287 557

1 673434
3 622534

5491 781

537 699

4 181265
8219 370

4649619

1 564984

1 282342

2 505483
2 609292
1 605 326

166310
40244
635286

2 103 591

10 843 823

294691

875494
152 533

1 716325

183398
1 035 908

Continued
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CITY OF BUFFALO URBAN RENEWAL AGENCY

NOTES TO SUPPLEMENTARY FINANCIAL INFORMATION ON FEDERAL STATE AND

LOCAL GRANT PROGRAMS

FORTHE YEAR ENDED JUNE 30 2011

NoteD Budgetary Transfers Continued

From 2001 Program Year

From 2002 Program Year

From 2003 Program Year

From 2004 Program Year

From 2005 Program Year

From 2006 Program Year

From 2007 Program Year

From 2008 Program Year

From 2009 Program Year

From 2010 Program Year

1292 020

1233 884

1 522 409

3 947 188

1 216 122

1 620984

3 076446

4 374937

1 333 361

60 844

17 079233

Allocation to Emergency Jobs Bill 180 501

Total Funds Reprogrammed through June 30 2010 16 898 732

Note E Unrecorded Budget Revisions

Because certain BURA grants are funded on a reimbursement basis BURA has found it necessary to use

other sources of revenues to pay for allowable grant expenditures Upon submission to the grantor

agency the funds are reimbursed to BURA and the initial sources ofrevenue are restored

Generally BURA advances most expenditures for such grants from its CDBG program However as

amounts were advanced from CDBG these advances were erroneously reported as program costs of

CDBG as well as program costs ofthe other grant programs As reimbursements of such costs were

transferred to the CDBG program accounts they were improperly classified as CDBG program income

and subsequently reprogrammed for other urban rehabilitation activities To avoid duplication ofsuch

amounts these expendihlres and the related reimbursements recorded as program income have been

reclassified in the supplementary financial information presented in the following pages but have not been

corrected in the budgetary records ofthe CDBG program

16



CITYOF BUFFALO URBAN RENEWAL AGENCY

NOTES TO SUPPLEMENTARY FINANCIAL INFORMATION ON FEDERAL STATE AND

LOCAL GRANT PROGRAMS

FORTHE YEAR ENDED JUNE 30 2011

Note E Unrecorded Budget Revisions Continued

Amounts presented in the CDBG Statement ofSource and Status ofFunds Entitlement and the CDBG

Statement ofProgram Costs Entitlement under the caption Unrecorded Budget Revisions include the

elimination of the reimbursements recorded as program income which were subsequently programmed
for other use These amounts had erroneously been included in the adjusted program budgets for each

CDBG program year Reducing budgetary amounts for the eliminated non CDBG program income results

in revised totals which detail funds available solely for CDBG activities

Also included in the CDBG Statement of Source and Status ofFunds Entitlement and the CDBG

Statement ofProgram Costs Entitlement under the caption Unrecorded Budget Revisions are program

income amounts earned by subrecipients and programmed by them for other eligible activities These

amounts have been included in the adjusted program income amounts reported by BURA The

corresponding expenditure of this income has also been reported by BURA but the amounts were not

reflected in BURA sprogram budgets for each CDBG program year Adding budgetary amounts for the

subrecipient program income and expenditures results in revised totals which detail all funds available for

CDBG activities Furthermore this subrecipient activity is also required to be included in reports to

grantors to provide acomplete picture ofthe use ofgrant funds

Year22

Direct EconomicDevelopment Assistance

Addition ofProgram Funds Earned by BURA Subrecipient
the Buffalo Economic Renaissance Corporation BERC 4 814 824

GeneralAdministration

Payroll Adjustment
Addition ofProgram Funds Earned by BURA Subrecipient
the Buffalo Economic Renaissance Corporation BERC
Elimination ofDuplicated Housing Trust Fund IIProgram Activity
Elimination ofUnallowable Bad Debt Expense

9 741

431 294

43

11323

A52401

Total Year22 5 267225
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CITYOF BUFFALO URBAN RENEWAL AGENCY

NOTES TO SUPPLEMENTARY FINANCIAL INFORMATION ON FEDERAL STATE AND

LOCAL GRANT PROGRAMS

FOR THE YEAR ENDED JUNE 30 2011

Note E Unrecorded Budget Revisions Continued

Year 30

Direct Economic Development Assistance

Addition ofProgram Funds Earned by BURA Subrecipient
the Buffalo Economic Renaissance Corporation SERe 1821774

Total Year30 1821774

Year31

Direct Economic Develo1J1nentAssistance

Addition ofProgram Funds Earned by BURA Subrecipient
the Buffalo Economic Renaissance Corporation BERe 2 116159

Total Year31 2 116159

Year 32

Direct Economic Development Assistance

Addition ofProgram Funds Earned by BURA Subrecipient
the Buffalo Economic Renaissance Corporation BERe 1721284

Total Year 32 1721284

Year 33

Direct EconomicDevelopment Assistance

Addition ofProgram Funds Earned by BURA Subrecipient
the Buffalo Economic Renaissance Corporation BERe 157173

Total Year 33 3 757173

Total 14 683 615
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DANSA DARAIALLP
CERTIFIED PUBLIC ACCOUNTANTS CONSULTANTS

INDEPENDENT AUDITORS REPORT ON INTERNAL CONTROL OVER FINANCIAL

REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF

FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH

GOVERNMENTAUDITINGSTANDARDS

To Darby R Fishkin

Interim Comptroller ofthe City ofBuffalo

Buffalo New York

We have audited the financial statements ofthe governmental activities the business type activities each

major fund and the aggregate remaining fund information of the City ofBuffalo Urban Renewal Agency
BURA as ofand for the year ended June 30 2011 which collectively comprise BURA s basic

financial statements and have issued our report thereon dated November 9 2011 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 Standard issued by the

Comptroller Generalofthe United States

Internal Control Over Financial Reportinl

In planning andperforming our audit we considered BURA s internal control over financial reporting as

a basis for designing our auditing procedures for the purpose ofexpressing our opinions on the financial

statements but not for the purpose of expressing an opinion on the effectiveness ofBURA s internal

control over financial reporting Accordingly we do not express an opinion on the effectiveness of

BURA s internal control over financial reporting

Our consideration ofinternal control over financial reporting was for the limited purpose described in the

preceding paragraph and was not designed to identify all deficiencies in internal control over financial

reporting that might be significant deficiencies or material weaknesses and therefore there can be no

assurance that all deficiencies significant deficiencies or material weaknesses have been identified

However as described in the accompanying schedule of findings and questioned costs we identified a

deficiency in internal control over financial reporting that weconsider to bea material weakness

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees in the normal course ofperforming their assigned functions to prevent or

detect and correct misstatements on atimely basis A materialweakness is adeficiency or acombination
ofdeficiencies in internal control such that there is a reasonable possibility that a material misstatement

ofthe entity s financial statements will notbe prevented ordetected and corrected on a timely basis We

consider the deficiency described in the accompanying schedule of findings and questioned costs as

Finding 2011 1 to be amaterial weakness

361 Delaware Avenue Buffalo New York 14202 P 716J 842 3900 f 716J 883 2963 www daratacom
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether BURA s financial statements are free ofmaterial

misstatement we performed tests ofits compliance with certain provisions of laws regulations contracts

and grant agreements noncompliance with which could have a direct and material effect on the

determination of financial statement amounts However providing an opinion on compliance with those

provisions was not an objective ofour audit and accordingly we do not express such an opinion The

results of our tests disclosed no instances of noncompliance or other matters that are required to be

reported under Government Auditing Standards

We noted certain other matters that we reported to the management ofBURA in a separate letter dated

November 9 2011

This report is intended solely for the information and use of management the City ofBuffalo City of

Buffalo Financial Control Board The Common Council of the City ofBuffalo others within the entity
federal awarding agencies and pass through entities and is not intended to be and should not be used by
anyone other than these specified parties

c9 D fup

November 9 2011
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INDEPENDENT AUDITORS REPORT ON COMPLIANCE WITH

REQUIREMENTS THAT COULD HAVE A DIRECT AND MATERIAL EFFECT

ON EACH MAJORPROGRAM AND ON INTERNAL CONTROL OVER

COMPLIANCE IN ACCORDANCE WITHOMBCIRCULAR A 133

To Darby R Fishkin
Interim Comptroller ofthe City ofBuffalo

Buffalo New York

Compliance

We have audited the City ofBuffalo Urban Renewal Agency s BURA compliance with the types of

compliance requirements described in the U S Office ofManagement and Budget OMB Circular A

133 Compliance Supplement that could have a direct and material effect on each of BURA s major
federal programs for the year ended June 30 2011 BURA s major federal programs are identified in the

summary ofauditors results section of the accompanying schedule of findings and questioned costs

Compliance with the requirements of laws regulations contracts and grants applicable to each of its

major federal programs is the responsibility ofBlJRA s management Our responsibility is to express an

opinion on BURA s compliance basedon our audit

We conducted our audit ofcompliance in accordance with auditing standards generally accepted in the

United States ofAmerica the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States and OMB Circular A 133 Audits of
States Local Governments and Non Profit Organizations Those standards and OMB Circular A B3

require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance
with the types of compliance requirements referred to above that could have adirect and material effect

on a major federal program occurred An audit includes examining on a test basis evidence about

BURA s compliance with those requirements and performing such other procedures as we considered

necessary in the circumstances We bclieve that our audit provides a reasonable basis for our opinion
Our audit does not provide a legal determination ofBlJRA s compliance with those requirements

In our opinion BURA complied in all material respects with the compliance requirements referred to

above that couldhave adirect and material effect on each ofits major federal programs for the year ended

June 30 2011

Internal Control Over Compliance

The Management ofBURA is responsible for establishing and maintaining effective internal control over

compliance with the requirements of laws regulations contracts and grants applicable to federal

programs In planning and performing our audit we considered BURA s internal control over

compliance with the requirements that could have adirect and material effect on amajor federal program

to determine the auditing procedures for the purpose ofexpressing our opinion on compliance and to test

and report on internal control over compliance in accordance with OMB Circular A B3 but not for the

purpose ofexpressing an opinion on the effectiveness ofinternal control over compliance Accordingly
we do not express an opinion on the effectiveness ofBURA s internal control over compliance

21
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A deficiency in internal control over compliance exists when the design or operation ofa control over

compliance does not allow management oremployees in the normal course ofperforming their assigned
functions to prevent or detect and correct noncompliance with a type of compliance requirement of a

federal program on a timely basis A material weakness in internal control over compliance is a

deficiency or combination of deficiencies in internal control over compliance such that there is a

reasonable possibility that material noncompliance with a type of compliance requirement of a federal

program will not be prevented or detected and corrected on a timely basis

Our consideration of internal control over compliance was for the limited purpose described in the first

paragraph of this section and was not designed to identify all deficiencies in internal control over

compliance that might be deficiencies significant deficiencies or material weaknesses We did not

identify any deficiencies in internal control over compliance that we consider to be material weaknesses

as dctined above

BURA s responses to the findings identified in our audit are described in the accompanying schedule of

findings and questioned costs We did not audit BURA s responses and accordingly we express no

opinion on the responses

This report is intended solely for the information and use of management the City of Buffalo City of

Buffalo Financial Control Board The Common Council of the City ofBuffalo others within the entity
federal awarding agencies and pass through entities and is not intended to be and should not be used by
anyone other than these specified parties

VtuU
November 9 2011
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CITY OF BUFFALO URBAN RENEWAL AGENCY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FORTHE YEAR ENDED JUNE 30 2011

I SUMMARY OF AUDITORS RESULTS

Financial Statements

Type ofauditors report issued

Internal control over financial reporting

Material weakness es identified

Significant deficiency ies identified

Noncompliance material to financial statements noted

Federal Awards

Internal control over major programs

Material weakness es identified

Significant deficiency ies identified

Type ofauditors report issued on compliance for

major programs

Any audit findings disclosed that are required to be reported
in accordance with OMB Circular A 133 Section 510 a

Identification ofmajor programs included the following

Community Development Block Grants

Section 8 Housing Subsidy Program
HOME Investment Partnerships Program
Emergency Shelter Grants Program

Dollarthresholdused to distinguish between Type A and

Type B programs

Auditee qualified as low risk auditee

23

Unqualified

X Yes No

Yes X None reported

Yes X No

Yes X No

Yes None reported

Unqualified

Yes X No

CFDA Number

14 218

14 156

14 239

14 231

1948 018

Yes x No



CITYOF BUFFALO URBAN RENEWAL AGENCY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FORTHE YEAR ENDED JUNE 30 2011

II FINANCIAL STATEMENT FINDING

Findinl 2011 01

Condition During the course ofour audit we identified and proposed two significant adjusting
journal entries which werematerial to the financial statements taken as whole and which werenot

detectedand corrected by BURA s internal controls These entries surrounded the accounting for

accounts payable revenues andexpenses
Criteria A key element of financial reporting is the ability ofmanagement to select and apply
appropriate accounting principles to prepare financial statements in accordance with accounting
principles generally accepted in the United States ofAmerica
Effect Financial statements were initially not in accordance with accounting principles generally
accepted in the United States ofAmerica

Cause Based on the magnitude of the required adjusting journal entries it was noted that

monitoring controls over financial reporting were not completely effective during the year ended
June 30 2011

Recommendation We recommend that management develop formal procedures surrounding the

timing issues ofall financial statements and related accounts in order to ensure that financial
statements are presented in accordance with accounting principles generally accepted in the

United States

Manalement s Replv BURA s Internal Control Process and Procedures ICPP documentation

has a target completion date ofMarch 31 2011 A criticalelement ofICPP Part II Components
ofInternal Control is the Year End Close and Reporting Module The objective ofthe Year

End Close and Reporting Module is to identify the processes to be performed in preparation for
the annual independent audit The processesthat are developed within this modulewill specify
the tasks to beperformed and eliminate the ambiguity thathas contributed to improperly accruing
invoices received after the end ofthe fiscal year These tasks will also serve as the foundation for

the monitoring controls necessary in evaluating the accounts payable process
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CITYOF BUFFALO URBAN RENEWAL AGENCY

STATUS OF PRIOR YEAR AUDIT FINDINGS

FOR THE YEAR ENDED JUNE 30 2011

Findinl 2010 01

Condition During the course ofour audit we identified and proposed three significant adjusting
journal entries whieh werematerial to the financial statements taken as whole and which were not

detected and corrected by BURA s internal controls These entries surrounded the accounting for

accounts payable revenues and expenses
Criteria A key element of financial reporting is the ability ofmanagement to select and apply
appropriate accounting principles to prepare financial statements in accordance with accounting
principles generally accepted in the United States ofAmerica
Effect Financial statements were initially not in accordance with accounting principles generally
accepted in the United States ofAmerica

Cause Based on the magnitude ofthe journal entries it wasnoted that monitoring controls over

financial reporting werenot completely effective during the yearended June 30 2010
Recommendation We recommend that management develop formal procedures surrounding the

timing issues ofall financial statements and related accounts in order to ensure that financial
statements are presented in accordance with generally accepted accounting principles
Manalemcnt s Rcplv We concur and will establish proper cutofT procedures and notity all
affected parties in a timely manner Additionally we are in the process ofhiring an executive
director and an additional accountant to provide day to day management and oversight and to

ensure financial statements are prepared in accordance with generally accepted accounting
principles GAAP

Status ofPrior Year Findinls We identified two additional significant adjusting journal entries

during our audit for the year ended June 30 2011 See Finding 2011 01 above

Findinl 2010 02

Condition We noted inadequate subrecipient monitoring for Section 8 funds passed through to

the Rental Assistance Corporation ofBuffalo RACB BURA does not have procedures in place
to ensure that submission and review ofaudits were performed in accordance with the OMB

CircularA 133 Compliance Supplement for thisprogram BURA employees only monitored the

submission ofA 133 reportsoftheir subrecipients when requested by the auditors Additionally
there wasno documentation ofsite visits
Criteria Per the OMB Circular A 133 June 2010 Compliance Supplement BURA is required to

ensure that subrecipients who receive and expend more than 500 000 in Federal funds are

subject to anA 133 audit as required by the Office ofManagement and Budget Non submission
ofthe required audits would result innon compliance ofthis requirement
Effect Failure to monitor the A133 audits of the subrecipients could result in undetected
unallowable activities resulting in unallowable costs or non eligibility of theprogram
Cause Lack ofappropriate subrecipient monitoring procedures and inadequate oversight
Recommendation We recommend that BURA include in its subrecipient monitoring procedures
the submission ofA 133 audits to ensure that required reports are submitted in atimely manner in

accordance with the compliance requirements ofthe program
Manalement s Rcplv We concur and will include the submission of A 133 audits in our

subrecipient monitoring procedures
Status of Prior Year Findinls This matter has been resolved We noted that sufficient

oversight ofRACB occurred during the year ended June 30 2011
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STATUS OF PRIOR YEAR AUDIT FINDINGS
FOR THE YEAR ENDED JUNE 30 2011

Findinl2010 03

Condition During the course of our audit we noted deficiencies in BURA s overall control
environment Specifically we noted insufficient governance ofBURA due to a lack of formal
audit committee and b lack of a director or other executive charged with day to day
management and oversight Additionally BURA lacks a formal documented whistleblower
policy as well as an employee handbook with rules and standards ofconduct
Criteria The A 102 Common Rule and OMB Circular A 110 require that non Federal entities

receiving Federal awards establish and maintain internal control designed to reasonably ensure

compliance with Federal laws regulations and program compliance requirements
Effect Failure to implement sufficient internal controls could result in undetected instances of
non compliance with program requirements resulting in unallowable costs or non eligibility of
the program
Cause A lack ofgovernance oversight and the failure to implement formal written policies
Recommendation We recommend that BURA hire a Director ofAdministration and Finance

immediately and implement an audit committee within the next fiscal year to maintain proper
oversight and management Additionally BURA should improve the control environment

through the addition ofa formal whistleblower policy and employee handbook
Manalement s Rcplv We concur and are in the process ofhiring an executive director and an

additional accountant to provide day to day management and oversight We will consult with

legal counsel and our payroll service provider regarding implementation of a formal written
whistleblower policy and anemployee handbook
Status of Prior Year Findinls This matter has been resolved We noted that an audit
committee was established and an executive director was hired during the year ended June 30
2011

Findinl2009 01

Condition BURA s Community Development Block Grant CDBG accounting system is
primarily designed to accomplish the reporting requirements of BURA s CDBG program
Because CDBG reporting requirements differ from those required by GAAP BURA s accounting
records do not provide for the preparation offinancial statements inaccordance with GAAP
Critcria Governmental Accounting Board GASB Standard No 34 requires two groups of
basic financial statements The first group of basic financial statements required by GASB
Standard No 34 is the government wide financial statements These statements are comprised of
a statement ofnet assets and astatement ofactivities The government wide financial statements
must be prepared using the economic resources measurement focus and the full accrual basis of

accounting The second group ofbasic financial statements required by GASB Standard No 34
is the fund financial statements Funds used by governments fall into three broad categories
governmental proprietary and fiduciary Fund financial statements are presented for each fund
category with the reporting emphasis on individual major funds Since governmental funds will
continue to be reported on the modified accrual basis of accounting in the fund financial
statements many governments are expected to only record the accruals as adjusting entries when

preparing the government wide financial statements
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STATUS OF PRIOR YEAR AUDIT FINDINGS

FORTHE YEAR ENDED JUNE 30 2011

Findin2009 01 Continued

Effect Resources received by governmental units from other governments are frequently
accompanied by legal or contractual requirements that govern their use and often include special
accounting and reporting requirements When accounting and reporting requirements for such

resources are not consistent with generally accepted accounting principles GAAP the recipient
government must provide for the accomplishment of both a accounting and reporting in

conformity with GAAP and b accounting and reporting in accordance with the legal or

contractual requirements A properly designed accounting system will enable simultaneous

accomplishment ofboth of these objectives Ifthe accounting system will not accommodate both

objectives it may be necessary to maintain supplemental accounting records Failure to comply
with legal orcontractual requirements couldresult in loss ofgrant funding
Cause BURA s CDBG accounting records are kept on a cumulative basis to assist in tracking
activities for programs with grant periods lasting more than one year Although this facilitates

grant reporting this method does not provide the information necessary to prepare financial

statements in accordance with GAAP

Recommendation We recommend that BURA develop an accounting system which allows

reporting of revenue and expenditures by fiscal year We also recommend that BURA complete
the financial reporting project begun several years ago This computer module would allow

reporting ofsingle year operating data while maintaining the cumulative grant data necessary to

meet grant reporting requirements We recommend that BURA s management take steps to

alleviate the deficiencies noted above To alleviate this finding management must take steps to

provide accounting staff with sufficient training to recognize GAAP requirements and to record

transactions accordingly Management must also assess current practices and evaluate reports
generated by BURAs systems to determine how they may be modified to address the reporting
mandates resulting from grant regulations and from generally accepted accounting principles
Failure to address these issues has resulted innumerous audit adjustments which werenecessary
to avoidpotential misstatements inBURA s financial statements

Manaement s Replv BURA s Management and select staff member have met with the City of

Buffalo Comptroller s staff and the accountingsystems staff ofthe Town ofAmherst to solicit

input as to the systems currently in use their shortcomings and the options available to BURA in

order to prepare year end financial statements according to GAAP and accommodate the

reporting requirements ofHUD The RFQ is expected to be published the week ofDecember 5
2011 and the vendorsystem selected the week ofDecember 28 2011 The schedule for system
development is January through March and data conversion and testing is April through May
2012 BURA expects to begin reporting via the new system July 1 2012

Status ofPrior Year Findins There has been no change in the status ofprior year findings
Due to the limitations of BURA s accounting system as described above management has

indicated that it needs additional time to evaluate anddevelop an accounting system whichallows
for the reporting ofrevenue and expenditures by fiscal year
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