 (External)--  Financial Requirements, Re Funding Contracted Through the City’s Housing Services Branch’s Homelessness Programs Unit (HPU)
This information is for funded agencies, and applies to all homelessness funding contracts.

1.  The Contract’s Budget

Each contract contains a budget in Schedule B that shows how much of the maximum funding amount the agency may use for each of the various approved budget lines.  At the end of the funding period, the City will not reimburse a funded agency for:

· any budgeted amounts that have not been spent 

· any budget lines that are over-spent by more than 10% without written (email) approval from the Program Coordinator at the City

· any expenses incurred outside the contracted funding period.

Contracts’ budgets may be amended at any time by a simple exchange of emails between representatives of the funded agency and the City.  An agency may request a change to their budget by emailing their request and rationale to the City.

If the requested budget change relates to proposing an alternate use of unspent money (e.g. for a vacant staff position) the agency may propose another use, during the contract’s funding period, for that money.  The City will either grant the request, or reduce the amount of the contract so the funding can be used to meet a more pressing need in “the service system”

2.  The Contract’s Milestones Table
Each contract contains a Milestones Table,(Table II in Schedule A.)  This table sets out the specific “deliverables” the City must receive before making each scheduled payment to the agency.  

It is recommended that funded agencies keep a separate copy of Schedules A and B of the contract on hand, and check off each deliverable and payment as they are completed.

At the end of the funding period, the City may withhold final payments from agencies that have not submitted deliverables prior to the financial period’s cut-off date.

3.  Financial Policies and Procedures at Agencies

Agencies receiving homelessness funding (whether Federal, Provincial or City) through the City’s Homelessness Programs Unit are expected to have and to follow Board-approved financial policies and procedures, and to keep proper books of account and records, in accordance with generally accepted business and accounting practices.
The City expects the following of funded agencies:

· to have and follow a conflict of interest policy related to Board, staff and volunteers

· to have and follow a written procurement policy (i.e. a process for selecting which supplier from whom to purchase goods or services) to ensure  the best value is received. For example, we would consider it to be a best practice to obtain three competitive quotes)

· For federally funded agencies (i.e. contracts with the Homelessness Partnering Strategy or “HPS”), agencies are required to set up a separate general ledger (GL) account for the federal contract(s), ideally a separate one for each contract number, so that all revenue and expenses related to the contract will be tracked separately.  Under this set up, the record of these transactions will be readily available for preparation of SAEEs (see below) and for the separate report on the federal funding required in the audited financial statement.  The expenses posted to the separate GL account should include the portion of the salary and benefit costs of the specific funded staff members of the portion of their time being charged to this contract.

· to have and follow an appropriate policy and procedure related to any material assistance provided to clients such as bus tickets and food vouchers, if applicable to your funded program(s).

· to have and follow an appropriate policy and procedure regarding who authorizes expenditures, and signs cheque requisitions and cheques.

· to be either exempt from WSIB (Workers’ Safety & Insurance Board) or to be in good standing with all required payments up to date.  City staff will verify the latter on a WSIB web site quarterly.

4.  Statement of Actual Eligible Expenditures (SAEE)

Each client services funding contract requires that a “Statement of Actual Eligible Expenditures” (SAEE) be submitted to the City quarterly, during the funding period.  These SAEEs help the City and the agency to ensure that the project’s spending stays on track, and enables the Program Coordinator at the City to identify budget issues proactively instead of at the end of a funding year, when changes are more difficult to implement.  The Program Coordinator at the City will provide your agency with an individualized SAEE form to complete for each contract relating to the provision of ongoing client services.  The budget shown on the form should be the same as the budget shown in Schedule B of the funding contract, or as amended in writing by an addendum or an exchange of emails between the funded agency and the Program Coordinator.

Note that the funding contracts do not provide a grant or a specific amount of funding – rather, they state the maximum amount of actual eligible expenses the City can reimburse to the agency.
5.  Requirements of Agencies, in submitting the SAEE
Each quarter, agencies with ongoing client service contracts will insert the summary amounts of the quarter’s expenditures related to each budget line into the appropriate column of the SAEE, and complete the “Comments” section.

The following points provide more details about completing SAEEs:

· Submit SAEEs by email, from the Executive Director's (or designate's) email address, to the attention of the Program Coordinator at the City whose name appears at the top of the SAEE form.

· On the SAEE, do not make any changes or corrections in the columns for previous quarters – rather, make any adjustments during the current quarter.  

· The agency must incur the expenses related to each contract within the dates designated in the contract.  , Bills for the incurred expenses may be paid after that date.  For example, for a contract period that ends on March 31st, claim on the SAEE only wages related to staff days worked up to and including March 31st.  Issue the paycheque, and pay out the payroll deductions, before the middle of April.

· In the quarterly SAEE that is submitted three months before the end of each funding period, in the column called “Projected/ Actuals”, state the estimated upcoming expenses to the end of the funding period.  Then, when the final SAEE is submitted, delete those projected spending amounts from that column and replace them with the actual expenses.  This prevents “surprises” where under-spending is only noticed after the funding period has ended, so the money must be returned to the funder.

· If an agency spends more money on the funded portion of the program than the contract provides, at the agency’s option, it may show the true costs on the SAEE.  The City will only reimburse the agency up to the maximum amount of the contract.  Agencies must keep the City aware of whether the budget is adequate, including during the annual spring review of the contract’s service targets and budget. 
· Checklist for the financial section of SAEEs -- Ensure:

· that staff “benefits” never exceed 20% of the stated salary costs

· that  annual administrative costs never exceed 15% of the total budget for the year

· that all the expenses claimed are eligible expenses under the contract

· that all the expenses are posted net of Harmonized Sales Tax (HST) -see explanation below

· that  any purchased items that cost more than $2,000, a copy of the invoice is submitted with the SAEE and a record of the purchased item and its serial number is kept by the agency.  Submission of a Capital Assets Report is no longer required.

· Optional:  An agency may submit a printout of their general ledger that supports the amounts shown in the SAEE.  This practice will help to ensure that the audited financial statements submitted to the City agree with the SAEEs. 

Complete the “Comments” Section at the bottom of the SAEE form

Spaces are provided under the expenses table where comments about the figures shown for each quarter may be included.  These notes will accumulate on the SAEE throughout the funding period, providing a useful record.  The comments should do the following:

· Explain any temporary or permanent variations from the assigned budget lines during that quarter that exceed the budgeted amount for that line by more than 10%

· State any periods during which the agency either did not provide the service or when the funded staff positions were vacant

· Explain any adjustments made to figures that were reported for prior periods.  Remember, do not change numbers stated in the columns for previous quarters – rather, make the adjustments during the current quarter.
· For HPS funding, for each quarter’s SAEE, state the names of the employee(s) being paid from the Salaries budget line, and state which HPS-funded position they occupy.  For example, if the funding is for 1 FTE housing support worker and a half FTE outreach worker, state which person occupied which position.  If there has been any staff turnover, also provide the first and/or last dates of work of the named employees.  These dates and names should agree with the dates and amounts shown in your agency’s payroll system for the dates when that employee’s salary was being charged to that HPS project.
· Explain variances of spending from the budget that are greater than 10% of the contract’s total annual amount.  Agencies wishing to make such changes must obtain prior written (email) approval from their Program Coordinator at the City, who is obliged to obtain City management approval of the budget adjustment, explaining the rationale.

6.  Payment Amounts to the Agency
The amounts of the City’s quarterly payments to the agency are not directly related to the amount of spending the agency has demonstrated in the SAEE for the previous quarter.  Rather, the payment amounts are considered to be advance payments, except for the final payment of the year or funding period.  That final holdback payment will normally be made after the City has received the final SAEE, and other reports and deliverables in a satisfactory form.

If, during the funding period, the funded agency is spending substantially less than was budgeted, the City may reduce the amount of an advance payment in order to prevent an overpayment and requiring a refund cheque from the agency at the end of the year.  The Program Coordinator may advise the agency that its budget is being reduced if money is being under-spent.

7.  Audited Financial Statement
The contract requires that funded agencies must submit, within one year of the end of each funding period, a copy of their audited financial statement for any periods during which the agency used this funding.

a) For Federally funded contracts (i.e. the Federal Homelessness Partnering Strategy or “HPS”, with contract numbers with an “H” in the middle (e.g. 09-H-01))

The audited statement must show the agency’s revenue and expenses related specifically to the federal funding - ideally broken down by contract number - so that a comparison can be made between  those amounts and  the payments the City has issued to the agency and to the expenses that are  reported on SAEEs.  

Exception to the audit requirement:  Certain HPS contracts, on the first page of Schedule A under “Other”, will waive the audit requirement in favour of a requirement that the agency submit invoices.

b) For contracts funded by the City and/or Province 

(i.e. CHPP and SSH, with contract numbers with a “P” or an “S” in the middle (e.g. 09-P-01))
These contracts do ask agencies to submit an audit annually, but do not require that the audit break out the revenue and expenses specifically related to the contract.  

c) Small agencies that do not engage auditors
For agencies that are so small that they do not produce audited financial statements, it is sufficient for the funded agency to submit a letter from a competent person, independent of the funded agency, stating that he or she has reviewed the books and records related to the funded agency’s agreement with the City, and has found everything to be in order.

8.  Adjusting the Harmonized Sales Tax (HST)

Most agencies in Ontario receive a 50% rebate on the Federal component of the HST (which is charged at the rate of 5% on purchases), and an 82% rebate on the Provincial component of the HST (which is 8% on purchases). When submitting claims to the City for reimbursement of expenses under a homelessness contract, please ensure that the amount of all expected HST rebates are deducted from the expenses being claimed.  Agencies will only be reimbursed for actual costs.  Example: Eligible expenses for an item are $1,000 plus 13% HST for a total cost of $1,130. The agency  paid HST of $130, broken down by 5% federal tax of $50, and 8% provincial of $80.  The agency  will get back 50% of the federal portion of the tax, i.e. $25, and will also get back 82% of the provincial tax, or $65.60, for a total rebate of $90.60.  Therefore  the Statement of Actual Eligible Expenses should show $1,039.40.  This includes the original $1,000 purchase price plus the amount of HST that  will not be rebated from the government i.e. $39.40 ($130 - $90.60 = $39.40).

Here is a summary  from the Canada Revenue Agency web site.

	Form GST66/Form RC7066 SCH line numbers with corresponding activity type and rebate factors 

	Line
	Activity type
	Federal part of the HST (5%)
	Ontario part of the HST (8%)

	305
	Charity or public institution
	50%
	82%

	306
	 Qualifying non-profit organization
	50%
	82%


9.  Eligible Staffing Costs Re Federal Homelessness services funding

Agencies can be reimbursed for staffing costs including:

· Wages, which includes statutory holidays and also sick days in accordance with the agency’s usual sick leave policy

· Mandatory employment-related costs (MERCs) including EI, CPP, vacation pay (VP) of 4%, and employer health tax (EHT)

· Benefits over and above MERCs such as medical and dental coverage and additional vacation.  Note:  The total cost of MERCs and Benefits combined cannot exceed 20% of wages.
WSIB premiums are an eligible expense if the organization has a requirement for that coverage, but the cost of the premiums is separate from staffing costs, and should not be included in the calculation for the maximum 20% for MERCs and Benefits.

Calculating Vacation Pay

· In addition to regular wages, an employer is required to pay vacation pay to an employee.

· Funded staff are paid vacation pay (i.e. an additional 4%) on each cheque, or they are allowed time off with pay. Only one or the other is allowed -- not both.

· Vacation pay can be disbursed in different ways. Some employers pay vacation pay on top of regular pay with every pay cheque. Some employers retain vacation pay and disburse this when the employee takes his/her vacation or when the employee leaves the employer.

· If a staff person is employed for a 52-week period and it is the intent of the agency to give this individual two weeks off with pay, the employment cost could be calculated as 52 weeks of salary, without adding any amount for vacation.  In this case, the MERCs and Benefits line of the budget should not include any vacation pay. 

· The other acceptable way to treat this would be to show only 50 weeks of salary in the staff wages section and in a separate line called MERCs and Benefits, show the total of the 4% of vacation pay and all the other MERCs and Benefits.

Staff Replacement Costs

· If an agency hires someone to replace the regular worker during the two-week vacation period, the agency may claim reimbursement for those two weeks of salary costs of the replacement worker, plus the MERCs and Benefits for that two-week period so long as the total funding amount is not exceeded. 

10.  Financial Monitoring by the City

The Program Coordinator at the City who works with an agency on their homelessness contract(s) will help the agency to meet all the financial requirements of this funding by doing the following:

· When reviewing each SAEE submitted for a service contract and all expenses submitted for one-time-expense contracts, will verify that the procedures listed above regarding completion of SAEEs have been followed, and contact the agency to resolve any issues.

· When receiving an agency’s annual audited financial statements, will ensure that the provisions described in the section above on Audited Financial Statements have been followed, and will compare the amounts of revenue and expenses shown in the audit with the payments the City issued to the agency and the expenses documented on the SAEE.

· Will explain the content of this Financial Requirements Procedure to the appropriate staff of an agency, and review aspects of it with them periodically, as required.

· Once each year, the City may ask the agency to submit a printout from the General Ledger with the SAEE, for verification of expenses shown on the SAEE (for client-service contracts and large capital contracts only).

· May ask for evidence that agency payroll deduction remittances are being submitted promptly.

Verification of adequate policies and procedures –The Program Coordinator will also verify that financial policies exist and are being applied as follows:

· Once only, will ask the agency to show that its Board has adopted a written policy regarding procurement-i.e. selecting which suppliers from whom to purchase goods or services to ensure the agency is getting good value. (An example of a procurement procedure would be a clear statement that three quotes should be obtained for purchases of items or services over certain amounts, and a statement of exceptions, such as cases where a trusted supplier is being used for follow-on work or purchases)

· May ask, periodically, that an agency provide documentation showing an example of one or more instances related to the contract where the agency followed the procurement policy.

· Once only, will ask the agency to show that its Board has adopted a written policy preventing conflicts of interest relating to board members, staff and volunteers.

· May ask, periodically, that the agency confirm that the conflict of interest policy is being followed, and that current Board, staff and volunteers are aware of it.

· Once only, will ask the agency to show that its Board has adopted a written policy and procedure regarding providing  material assistance to clients such as bus tickets and food vouchers, if applicable to your funded program(s).

· May ask, periodically, that the agency provide documentation showing an example of one or more instances related to the contract where the agency followed the material assistance to clients policy.
· Once only, will ask the agency to show that its Board has adopted a written policy and procedure regarding spending, providing for separation of responsibility in authorizing expenditures, signing cheque requisitions, and signing cheques.

May periodically ask the agency to provide documentation showing an example of one or more instances related to the contract where the agency followed the policy and procedure on separation of decision-making and cheque-signing.
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