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Sample Duties of the Treasurer
· making recommendations on finance-related policy changes

· chairing the audit or finance committee if there is one

· ensuring that internal controls are being used by:

a. making sure finance-related tasks are appropriately segregated,

b. reviewing back up documentation for cheques, ensuring that original invoices rather than statements are used to determine payment, goods are documented as having been received, manager’s approval has been given where appropriate, and cheque requisitions or purchase orders have been used, and

c. reviewing bank reconciliations on a  monthly basis (for housing providers where the manager is also doing the accounting function)
· ensuring that payroll deduction payments have been made to Canada Revenue Agency each month

· ensuring that requisite conflict –of- interest declarations have been received 

· making a recommendation to the board and members on the selection of an auditor for the upcoming fiscal year, in consultation with the Manager

· being involved with the Manager in drafting the budget prior to its presentation to the board

· ensuring that financial reporting to the Service Manager or Ministry is done

Sample Duties of the Bookkeeper

1. Revenue, Receipts and Other Assets
· Post accounts receivable, rent subsidy, and rent roll monthly; deposits daily
· Maintain revenue cash receipts and general ledger accounts
· Update accounting records each month, or as necessary, for move-ins, move-outs, transfers, Rent-Geared-to-Income recalculations, and rent increases, allowance for doubtful accounts and bad debts

· Track  monthly subsidy adjustments in a separate AR/AP account to reflect use of RGI subsidy, changes to mortgage amortization at mortgage roll over, and property tax subsidy, as applicable
· Allocate interest between capital/replacement reserve fund and interest account

· Ensure that vacancies are recorded as either RGI or market, in accordance with Service Manager policy

· Make all prepaid entries (insurance, contracts, etc)

2. Disbursements

· Maintain paid account files

· Administer payroll and personnel records, including remittances to the Receiver General if payroll function is not contracted out

· Prepare remittances for Workplace Safety and Insurance Board premiums, Ontario Employer Health Tax (if applicable), and the non-profit’s staff benefit insurance premiums

· Post cash disbursements journal

· Print cheques and prepare for signature
· Do monthly journal entries to reflect changes in accruals for fees, utilities not paid monthly, insurance premiums 
· Set up HST receivable for each invoice paid and make annual claims for HST within 2 months of year end (or more frequently as required). 
· Do a monthly entry to record amortization of capital assets

· Charge monthly allocation to capital/replacement reserve fund

· Allocate expenses between shelter and non-shelter accounts, if appropriate, based on approved policy

3. Reconciliation

· Prepare monthly bank reconciliations for each bank account
· Reconcile tenants’ accounts with control account monthly

· Do journal entries to reflect service manager reconciliation of subsidy 

Reports

· Prepare income and expense statement and balance sheet monthly for the Manager and the Board

· Prepare accounts receivable reports (arrears)
· Prepare cash flow statements and projections

· Prepare summaries of investments
· Prepare monthly budget projections after sixth month of fiscal year
· Prepare capital reserve report compared to capital budget

4. Rent-Geared-to-Income

· Assist in calculation of Rent-Geared-to-Income

· Prepare reports necessary for tracking and targeting (monthly unit activity sheet), as required

6. Year End

· Liaise with the Auditor

· Prepare schedules of accounts payable, receivable, etc., as required by the Auditor

· Prepare adjusting entries, adjusted trial balance, draft income statement, and balance sheet at year end

· Issue T4 slips annually, and records of employment  as required

· Prepare Annual Information Return (AIR) or other schedules, as required by government

7. Occupational Health and Safety

· Adhere to the non-profit’s occupational health and safety policy and program

Sample Audit Committee Terms of Reference

A.
Purpose







The Audit Committee is responsible for the overall review of the audited financial statements and for recommending their approval to the Board of Directors. The committee will also make recommendations to the Board of Directors on any changes in the financial Executive Limitation policies with regard to the financial reporting and accounting policies.

B.
Accountability
The Audit Committee reports to the Board of Directors through its appointees.

C.
Functions
The Audit Committee is responsible for:

1. Reviewing financial reports and reporting to the Board of Directors on management’s compliance with financial Executive Limitation policies.

2. Reviewing audit plans of the external auditors to ensure the scope of the audit is sufficient to determine weaknesses in financial controls.

3. Reviewing any recommendations made by the auditors for the strengthening of internal controls.

4. Recommending any changes in financial Executive Limitations.

5. Reviewing with management and auditors any litigation, claim or other contingency that could have a material effect upon the financial position or operating results and the method of disclosure in the financial statements.

6. Reviewing the basis and amount of the auditor’s fees.

7. Reviewing the re-appointment of the auditor and making a recommendation to the Board of Directors.

Sample Staff and Manager Responsibilities
· drafting the annual operating budget for presentation to the Board for approval,

· making recommendations on setting of market rent levels each year as part of the budget, 

· submitting the Board-approved budget, Subsidy Request Form, or other required budget projections to the funder, if necessary,

· preparing medium and long range financial projections,

· ensuring that all financial transactions are recorded in the accounting system on a monthly basis,

· ensuring that the audit trails for financial transactions are complete and easily accessible,

· making sure that bills are paid before due dates,

· managing rent collection in accordance with approved policy and procedures,

· monitoring the actual use of rent subsidies in relation to the approved budget,

· monitoring the accuracy and timeliness of subsidy payments from the funder(s),

· monitoring cash flow, ensuring that funds are available to pay for  expenditures when they are made, and that as much money as possible is invested in legislated/approved revenue-bearing instruments, 

· analysing financial statements and preparing a monthly report on variances and issues to the Board of Directors, including arrears, vacancy loss, payment of money owing to Canada Revenue Agency and the Workers Safety and Insurance Board, and government subsidy receivables,

· ensuring that bank reconciliations are done monthly,

· doing annual or more frequent price comparisons to ensure that the best possible prices are being achieved for purchases of goods and services,
· handling tendering for larger expense items in accordance with approved procedures and funder requirements,

· collecting annual income verification for RGI households and recalculating RGI as necessary, if the non-profit has internal subsidy and/or has signed a service or rent supplement agreement with the Service Manager to perform these functions,

· issuing rent increase/decrease notices,
· making recommendations to the Board for changes in financial policies
Sample Annual Cycle of Financial Activity 
	January
*beginning of fiscal year 

New budget implemented

Board review  of year end

statements

RGI reconciliation form for OCHAP or CSHIP due by month end if annual
	February
Audit preparation starts
	March
Audit

	April
Board approves audited financial statements

Audited statements are filed with Companies Branch, Ministry of Finance

Federally administered private non-profit projects submit audited financial statements and Annual Information Return to Service Manager

Financial reports are filed with the Ministry of Health, if Health funding is received.

Board review of first quarter statements.

	May
AGM receives financial statements.

HSA projects submit audited financial statements and Annual Information Return submitted to Service Manager by May 31 at the latest.
	June
T2  and NPO Information Return forms are filed with Canada Revenue Agency by end of month at the latest



	July
Board reviews second quarter financial statements.

Annual maintenance inspections are completed.
	August
Budget preparation starts 

RGI income verification starts.
	September
Budget approval by board including setting of new market rents.

Subsidy request or budget submitted to funding government.

Rent increase/change notices sent to tenants for January 1 changes

	October 
Board reviews third quarter financial statements.

Cash flow projection completed for next fiscal year.
	November
	December
Rent register updated to reflect new market rents.

Fiscal year end.


Sample Budget Adjustment Report
	Adjustments to the Budget Report  for the period January 1, 20xx to April 30, 20xx

	The following adjustments have been made to the year- end projections:
	YTD ACT
	ANN BUD
	Projections to Year End
	Notes

	 Market Vacancy Loss
	-735
	0 
	-1,500
	The annual budget did not include any budget for market vacancy loss.  The project has already had one month’s vacancy and we have received 2 further notices of tenants leaving.  It seems prudent to assume some vacancy loss on those 2 move outs as they are both long term tenants with the project.

	 Interest
	0 
	1,600 
	300 
	No interest has been earned to date, and given the current cash situation it seems prudent to reduce the expectations of interest downward.

	Building and Equipment
	1,108 
	7,726 
	3,324 
	In order to address some of the projected deficit, this account has been adjusted to reflect current actuals.  The original budget allowed for the cleaning and repairs of the boiler and cooling systems.  This project will have to be abandoned for this fiscal year.

	 Heating, Plumbing Etc
	0 
	1,000 
	750 
	As there has been no draw on this account to date, it has been reduced slightly.

	 Grounds
	250 
	1,000 
	500 
	Snow removal costs for January and February were lower than expected, so the projects have been reduced.

	 Fuel
	1,700 
	3,000 
	6,000 
	Fuel costs are significantly over budget for the first quarter of the year.  Have increase projection to reflect increases in the cost of fuel.                                     

	 Deposit Interest
	         225 
	0 
	300 
	Increased to reflect actuals

	 Office Equipment
	        594 
	500 
	650 
	Increased to reflect actuals

	Office Supplies
	         311 
	160 
	350 
	 

	 Professional Services
	      5,175 
	1,000 
	6,000 
	Increased to reflect actuals

	 Telephone
	        191 
	500 
	575 
	Increased to reflect actuals

	 DUE FROM/(TO) GOVERNMENT
	-1,250
	0 
	-1,250
	Service manager adjustment to last year's AIR submission.

	Adjustments above do not resolve the deficit for this fiscal year.  The board will have to consider further adjustments.  Options include a mid-year rent increase or reductions to staffing levels.  Consideration could also be given to submitting a request for additional funding from the service manager.


Sample Monthly Rent Register
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Sample Income Statement Quarterly Report 

January, 20xx to April 30, 20xx 

	
	REVENUE
	Month actual
	Year-to-date actual
	Year-to-date budgeted
	Year-to-date 
	Year-to-date variance
	Annual Budget
	Budgeted remaining
	% budget used
	Projections to year end

	1
	RGI Rents
	1,050 
	6,460 
	 
	6,815
	 
	 
	 
	 
	0 

	2
	RGI Subsidy
	2,525 
	9,050 
	 
	8,475 
	 
	 
	 
	 
	 

	3
	Market Rents
	3,115 
	10,140 
	 
	10,550 
	 
	 
	 
	 
	0 

	                                   4
	 Subtotal
	6,690 
	25,650 
	26,640 
	25,840 
	0 
	79,920 
	54,270 
	32.1%
	76,950 

	5
	Market Vacancy Loss
	0 
	-735
	0 
	-1,425 
	-735
	0 
	735 
	0.0 
	-1,500

	6
	Net Occupancy Revenue
	6,690 
	24,915 
	26,640 
	24,415 
	-735
	79,920 
	55,005 
	31.2%
	75,450 

	7
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	8
	Parking (& Laundry) Rev
	480 
	1,920 
	1,833 
	1,850 
	87 
	5,500 
	3,580 
	34.9%
	5,500 

	9
	Interest
	0 
	0 
	533 
	375 
	-533
	1,600 
	1,600 
	0.0 
	300 

	10
	Miscellaneous
	25 
	50 
	67 
	40 
	-17
	200 
	150 
	25.0%
	200 

	11
	 Total Non-Rental Revenue
	505 
	1,970 
	2,433 
	2,265 
	-463
	7,300 
	5,330 
	27.0%
	6,000 

	12
	Operating Subsidy
	10,700 
	42,800 
	42,800 
	42,800 
	 
	128,400 
	85,600 
	 
	128,400 

	13
	Property Tax Subsidy
	800 
	3,200 
	3,200 
	3,000 
	0 
	9,600 
	6,400 
	33.3%
	9,600 

	14
	TOTAL REVENUE
	18,695 
	72,885 
	75,073 
	72,480 
	-1,198
	225,220 
	152,335 
	32.4%
	219,450 

	
	
	 
	 
	 
	
	 
	 
	 
	 
	 

	
	EXPENSES
	Month actual
	Year-to-date actual
	Year-to-date budgeted
	Year-to-date 
	Year-to-date variance
	Annual Budget
	Budgeted remaining
	% budget used
	Projections to year end

	15
	Building & Equipment
	725 
	1,108 
	2,575 
	2,106 
	-1,467
	7,726 
	6,618 
	14.3%
	3,324 

	16
	Heating, Plumbing Etc
	0 
	0 
	333 
	344 
	-333
	1,000 
	1,000 
	0.0%
	750 

	17
	Grounds
	0 
	250 
	333 
	262 
	-83
	1,000 
	750 
	25.0%
	500 

	18
	Painting
	0 
	0 
	167 
	0 
	-167
	500 
	500 
	0.0%
	500 

	19
	Electricity
	100 
	400 
	500 
	450 
	-100
	1,500 
	1,100 
	26.7%
	1,500 

	20
	Fuel
	200 
	1,700 
	1,000 
	980 
	700 
	3,000 
	1,300 
	56.7%
	6,000 

	21
	Water & Sewage
	120 
	480 
	460 
	450 
	20 
	1,380 
	900 
	34.8%
	1,380 

	22
	Admin Salaries, Wages
	1,400 
	5,600 
	5,467 
	5,239 
	133 
	16,400 
	10,800 
	34.1%
	16,400 

	23
	Audit
	400 
	       1,600 
	1,600 
	1,500 
	0 
	4,800 
	3,200 
	33.3%
	4,800 

	24
	Bank Chgs & Interest
	33 
	           239 
	267 
	254 
	-28
	800 
	561 
	29.9%
	800 

	25
	Deposit Interest
	55 
	           225 
	0 
	110 
	225 
	0 
	-225
	 
	300 

	26
	Fees & Dues
	0 
	       2,500 
	1,000 
	990 
	1,500 
	3,000 
	500 
	83.3%
	3,000 

	27
	Office Equipment
	0 
	           594 
	167 
	244 
	427 
	500 
	-94
	118.8%
	650 

	28
	Office Supplies
	0 
	           311 
	53 
	97 
	258 
	160 
	-151
	194.4%
	350 

	29
	Postage & Couriers
	0 
	             32 
	33 
	12 
	-1
	100 
	68 
	32.0%
	100 

	30
	Professional Services
	4,925 
	5,175 
	333 
	400 
	4,842 
	1,000 
	-4,175
	517.5%
	6,000 

	31
	Staff Training
	300 
	           300 
	167 
	250 
	133 
	500 
	200 
	60.0%
	500 

	32
	Telephone
	29 
	           191 
	167 
	159 
	24 
	500 
	309 
	38.2%
	575 

	33
	Other Admin 
	0 
	153 
	167 
	153 
	-14
	500 
	347 
	30.6%
	500 

	34
	Insurance
	745 
	2,931 
	2,978 
	2,788 
	-47
	8,934 
	6,003 
	32.8%
	8,934 

	35
	Bad Debts
	500 
	1,000 
	0 
	 0
	1,000 
	0 
	-1,000
	 
	-2,000

	36
	Total Operating Expenses
	9,532 
	24,789 
	17,767 
	16,788 
	7,022 
	53,300 
	28,511 
	46.5%
	54,863 

	37
	EXPENSES
	Month actual
	Year-to-date actual
	Year-to-date budgeted
	Year-to-date 
	Year-to-date variance
	Annual Budget
	Budgeted remaining
	% budget used
	Projections to year end

	38
	 Municipal Taxes
	800 
	3,200 
	3,000 
	3,000 
	200 
	9,000 
	5,800 
	35.6%
	9,600 

	39
	Mortgage Principal & Interest
	12,980 
	51,920 
	51,920 
	51,920 
	 
	155,760 
	103,840 
	33.3%
	155,760 

	40
	Capital Reserves
	500 
	2,000 
	2,000 
	1,990 
	0 
	6,000 
	4,000 
	33.3%
	6,000 

	41
	Transfer to other funds
	0 
	0 
	0 
	0 
	0 
	0 
	0 
	 
	0 

	42
	 TOTAL EXPENSES
	23,812 
	81,909 
	74,687 
	73,698 
	7,222 
	224,060 
	142,151 
	36.6%
	226,223 

	43
	 NET SURPLUS/(LOSS)
	-5,117
	-9,024
	386 
	-1,218 
	-8,420
	1,160 
	10,184 
	-777.9%
	-6,773

	44
	DUE FROM/(TO) GOV'T
	0 
	-1,250
	0 
	0 
	0 
	0 
	0 
	 
	-1,250

	45
	Surplus after Gov't Recon
	-5,117
	-10,274
	386 
	-1,218 
	-8,420
	1,160 
	10,184 
	-885.7%
	-8,023


Sample Balance Sheet Report with Notes 
	ASSETS
	Audited               Dec. 31 
	MAR 20xx
	APR  20xx
	Notes

	Current Assets:
	

	Petty Cash
	100
	100 
	100 
	

	Current Account 
	525
	-2,010
	-8,639.87
	The bank balance is decreasing - a sign that the NP is in trouble.

	Investments
	170,000
	165,025 
	162,050 
	Investments are not sufficient to cover Capital Replacement Reserve. This is a "breachable" item under the HSA.

	  Total Cash
	170,625
	163,115 
	153,510 
	

	Tenants' Receivable
	11,950
	12,950 
	13,500 
	Receivables are increasing. T he longer arrears are outstanding, the less chance of collection 

	Allowance for Doubtful Accts
	-9,500
	-10,000
	-10,500
	Allowance is being increased so provider is recording increasing bad debt expense.

	HST Rebate Receivable
	554
	663 
	276 
	

	   Total Accounts Receivable
	3,004
	3,613 
	3,276 
	

	Prepaid Insurance
	8,493
	7,748 
	7,003 
	Balance is decreasing from year end, so insurance costs is being recorded

	Prepaid Taxes
	0
	0 
	0 
	Taxes do not appear to be accrued. You would expect some prepaid taxes at this time of year. 

	Trust Co. Shares
	15
	15 
	15 
	

	Total Other Current Assets
	8,508
	7,763 
	7,018 
	

	Total Current Assets
	182,137
	174,491 
	163,805 
	

	Fixed Assets:
	

	Land & Development Costs
	1,500,079
	1,500,079 
	1,500,079 
	

	Acc Dpn - Land/Develop
	-5,990
	-5,990
	-5,990
	

	Net Land/Development  Costs
	1,494,089
	1,494,089 
	1,494,089 
	

	
	
	 
	 
	

	Total Fixed Assets
	1,494,089
	1,494,089 
	1,494,089 
	

	TOTAL ASSETS
	$1,676,226
	$1,668,580
	$1,657,893.73
	Decline in total assets ,when depreciation is not increasing, is an indication of trouble 


	LIABILITIES & EQUITY
	Audited                       Dec.31  
	MAR 20xx
	APR  20xx
	Notes

	Current Liabilities:
	

	Accounts Payable
	5,736
	6,694 
	7,094 
	Accounts Payable are increasing while cash is decreasing, suggesting the provider is still sliding into further financial difficulties.

	Receiver General Payable
	1,875
	1,250 
	1,250 
	Decrease in Receiver General Payable would only occur if there had been a staff change and salaries were reduced.

	Tenants' LMR Deposits
	11,731
	11,151 
	11,206 
	Cash & investments do not cover Tenant Deposits.  They are currently being used to fund the deficit.

	 
	
	 
	 
	

	    Total Current Liabilities
	19,342
	19,095 
	19,550 
	

	Capital Reserves
	180,988
	178,746 
	172,721 
	

	Mortgage Payable
	1,494,089
	1,494,089 
	1,494,089 
	

	Total Liabilities
	1,694,419
	1,691,930 
	1,686,360 
	

	Equity:
	
	 
	 
	

	Retained Earnings
	-18,193
	-18,193
	-18,193
	

	Curr Year's Surplus/(Deficit)
	
	-5,157
	-10,274
	

	 Total Equity
	-18,193
	-23,350
	-28,467
	Accumulated deficit is continuing to increase, a sign that the provider has not yet address the issues that are causing its financial decline.

	TOTAL LIABILITIES & EQUITY
	$1,676,226.00
	$  1,668,580.47
	$ 1,657,893.47
	


Sample Arrears Report
	Prepared May 15 2011
 

	Current
	Owing as of 
	* Note that numbers assigned do NOT correspond with unit number

	
	May 15 
	 April 30
	  Mar 31 
	Feb 28
	status codes

	
	    6,539.52 
	    11,488.91 
	     8,733.91 
	      8,523.19 
	PD
	Tenant submitted dated cheque

	Moved  out
	     2,011.09 
	      2,011.09 
	     4,216.09 
	      3,426.81 
	N4
	N4 Sent

	
	     8,550.61 
	13,500.00 
	   12,950.00 
	   11,950.00 
	ED
	Eviction Decision

	
	
	Line 110A
	
	PA
	Payment Agreement

	Current Tenant Arrears
	Owing as of 
	 
	To Be Paid
	 

	Case #.
	Monthly   HC
	15-May-
	30-Apr-
	31-Mar-
	28-Feb-
	Status
	Date
	Amount
	Comments / Recommendations

	1
	412
	300.00
	462.30
	500.00
	555.30
	
	
	
	Attempting to pay back as much as possible per month. No further action is required at this time

	2
	1,001
	-
	28.00
	-
	
	N4
	
	
	NSF in prior month and had not paid NSF charge.

	3
	186
	22.50
	52.50
	82.50
	112.50
	PA
	
	
	paying $30/mth; adhering

	4
	785
	1,490.00
	1,490.00
	1,314.21
	2,409.91
	PA
	15-May
	860.00
	paying $860/mth; adhering

	5
	1,001
	-
	28.00
	
	
	N4
	
	
	NSF in prior month and had not paid NSF charge.

	6
	569
	116.00
	379.00
	151.00
	175.00
	
	
	
	Attempting to pay back as much as possible per month. No further action is required at this time


	Current Tenant Arrears
	Owing as of 
	 
	To Be Paid
	 

	Case #.
	Monthly   HC
	15-May
	30-Apr
	31-Mar
	28-Feb
	Status
	Date
	Amount
	Comments / Recommendations

	7
	1,357
	270.00
	270.00
	660.30
	660.30
	PD
	15-May
	          270.00 
	Amount will clear with post-dated cheque. No further action required at this time.

	8
	1,070
	1,070.00
	1,549.00
	-
	
	N4
	 
	 
	Letter sent for late payment. Tenant usually pays on time

	9
	1,070
	500.00
	1,100.00
	
	
	
	 
	 
	 

	10
	1,357
	-
	1,105.00
	
	
	
	 
	 
	 

	11
	1,357
	2,098.91
	2,098.91
	2,658.00
	1,357.00
	ED
	 
	 
	Tenant has been sent 2nd notice.  May need to proceed to the Board.

	12
	752
	1,315.20
	1,558.20
	1,801.20
	2,044.20
	PA
	20-May
	          243.00 
	paying $243/mth; adhering

	13
	1,147
	1,368.00
	1,368.00
	1,566.70
	419.70
	
	 
	 
	Awaiting lawyer's instruction for eviction

	Total
	
	8,550.61
	11,488.91
	8,733.91
	7,733.91
	
	 
	      1,373.00 
	Payments expected before month end

	      7,177.61 
	Arrears projected at month end


	   Former Tenant Accounts

	
	Moved out #
	May 15 
	 April 30
	 March 31
	Feb 28
	Moved
	Comments

	
	     1
	         821.00 
	         821.00 
	      1,921.00 
	      1,921.00 
	1-Jun-10
	Sent to a collections agency. ABC will receive 50% of amount collected.

	
	2
	         798.00 
	         798.00 
	         798.00 
	         798.00 
	1-Mar-11
	 Sent to a collections agency. ABC will receive 50% of amount collected.

	
	3
	         392.09 
	         392.09 
	         392.09 
	         392.09 
	1-Jan-09
	 Sent to a collections agency. ABC will receive 50% of amount collected.

	
	4
	 
	 
	      1,105.00 
	         315.72 
	1-Dec-10
	Arrears Paid in full in April

	
	Total
	2,011.09
	2,011.09
	4,216.09
	3,426.81
	

	
	

	
	Line 110A
	10,561.70
	13,500.00
	12,950.00
	11,160.72
	Total Arrears (current & moved-out tenants)

	
	

	Allowance Calculated at 
	10%
	50%
	100%
	

	 Moved out tenant arrears
	
	
	      2,011.09 
	

	Change from March to April
	2,339.28
	
	
	

	Receivables prior to Feb. to March
	 
	      1,789.28 
	      7,360.35 
	

	Total Aged Arrears
	2,339.28
	      1,789.28 
	      9,371.44 
	

	Allowance for doubtful accounts as at April 30th
	         233.93 
	         894.64 
	      9,371.44 
	                     10,500.01 
	

	
	Balance of allowance as at March 31
	                     10,000.00 
	

	
	Bad debt expense for April 
	                           500.01 
	


Sample Capital Report

	Statement of Capital Reserves as at April 30, 20xx

	Date
	Item
	Actuals
	Budget
	Notes

	
	Balance forward December 31, 2011

	180,988 
	195,000 
	

	
	Transfer from operating


	2,000 
	6,000 
	

	2-Mar-12
	Emergency replacement of pipes,  ZED Plumbing Service
	-1,767
	
	Approved at Board Meeting February 22, 20xx

	4-Apr-12
	Partial roof replacement, JRM Roofing Contractor
	-8,500
	-10,000
	Budget for complete replacement, but not required at this time.

	
	Repave driveway


	
	-2,500
	

	
	Balance at April 30, 20xx

	172,721 
	188,500 
	


Check list For Financial Statement Accuracy


Income statement 

(
Budget does not reflect the budget approved by the Board, including the 

amount of subsidy approved by the Service Manager.  

(
Books are maintained on cash rather than an accrual basis.  This may result in apparent deficit or surplus due to irregularly paid expenses (expenses recorded when paid) and unrecorded receivables (rents recorded as what is paid rather than what is owed).

Example of cash and accrual methods of recording telephone bills;
	Cash
	
	
	
	

	December
	Dr
	Telephone Exp
	100.00
	

	
	Cr
	Bank
	
	100.00

	
	
	
	
	

	Accrual
	
	
	
	

	November
	Dr
	Telephone Exp
	100.00
	

	
	Cr
	A/P – Bell
	
	100.00

	
	
	
	
	

	December
	Dr
	A/P – Bell
	100.00
	

	
	Cr
	Bank
	
	100.00


(
Rent subsidy receivable/payment is not adjusted monthly to reflect actual RGI rents receivable.  This can lead to surprises at reconciliation time if the Service Manager has been over paying rent subsidy and the housing provider owes subsidy to the Service Manager.  It can also lead to cash flow problems if the Service Manager is underpaying the required rent subsidy.

(
Rent control account is not adjusted monthly to reflect annual increases in tenants’ market rents (assuming tenants’ increases are on anniversary of move-in rather than aligned with beginning of fiscal year), and changes in charges for services provided (e.g. added parking).
(
Property tax subsidy is not adjusted when the final tax bill is received.  This can also lead to surprises at reconciliation time if the Service manager has over or under paid for your annual property tax.

(
Interest earned should be allocated monthly between the capital/replacement reserve fund and income account so that income is not overstated.  

	Investments
	1,000,000

	Replacement Reserves
	900,000

	Monthly Interest
	3,000


Interest Allocated to Reserves = $3,000 x $900,000 / $1,000,000 = $2,700

Interest allocated to Income Statement = $3,000 - $2,700 = $300

	Dr
	Investments
	3000.00
	

	Cr
	Replacement Reserves
	
	2700.00

	Cr
	Interest Earned (IS)
	
	300.00


(
Interest received on last month’s rent on deposit and owing to the tenant should be set up as an accrued liability each month, based on the Ministry of Municipal Affairs and Housing published Consumer Price Index for that calendar year.  At the end of each calendar year, that interest should be credited to the tenant’s last month rent on deposit.  (Note – there is no interest paid on “other” deposits.)

Assume a deposit of $800; the interest rate for 2008 is 1.4% annually.

Monthly interest = $800 x .014 / 12 = 93 cents

	Dr
	LMR Interest Exp
	.93
	

	Cr
	Accrued Liability
	
	.93


(
Allocations of expenses to non-shelter should be done monthly.  Allocation to commercial space is usually done on a relative floor area basis.  Otherwise, shelter expenses will be overstated.  

(
Income statement expense monthly and year-to-date variances need to be reviewed each month to determine if the budget needs to be adjusted to compensate for areas that look like they will be over or under budget at year end.
(
The budget should be revised half way through the fiscal year to reflect income and expense experience to date.  

(
Accruals should be made for utility expenses that are irregular.

(
When a tenant vacates with arrears, an assessment should be made as to whether that debt is collectible or not.  If staff thinks the debt is not collectible it should be bad debts.  (Note – this does not preclude still trying to collect the debt.)

(
Classification of vacant units – if a vacancy is classified as an RGI unit, vacancy loss is offset by rent subsidy.  If the vacancy is classified as a market unit, then the vacancy loss comes out of the provider’s operating budget.  Vacancies are generally classified according to the classification of the outgoing tenant.  (Halton has a contrary policy on recording.) 

(
The income statement should show a comparison of the year-to-date expense and the year-to-date budget.

(
The income statement should be accompanied by a variance report explaining material variances from budget.

(
If you are 6 months or more into the fiscal year, a projection should be done on whether the budget targets will be met and if not, a revised budget should be presented to compensate for over and under target amounts.  

(
On the income statement the gross rent, excluding vacancy loss, and the potential rent should match.  

(
The income statement should include subsidy income and also an RGI subsidy adjustment line to show what is owing from or payable to the Service Manager/Ministry.  

(
Non-rental revenue should be compared to budget and reviewed for material variance.  

(
Operating subsidy should be adjusted to reflect principal and interest payment changes at mortgage rollover and final property tax bills.

Balance sheet

(
The balance sheet should show the current month and the previous month for comparison purposes.  The balance sheet needs to be reviewed to ensure that the assets are not declining.  

Assets

(
The bank account in the books should be reconciled to the bank statement.  Someone 
should review the work that the bookkeeper does on the bank reconciliation.  
(
Credit accounts receivables (for example, overpayment in tenants’ accounts) should be reviewed for confirmation that they are correct and tenants refunded or told to reduce their next month’s rent. 
(The balance on the arrears report should match the arrears on the balance sheet. 

(
HST receivable should be set up with each invoice and should be reflected in the balance sheet.  

(
Rent subsidy receivable or payable should be changing each month to reflect changes in RGI rents.  

(
Prepaid expenses should be declining until they reach zero, at the renewal time of the expense. The renewal expense should be added to the prepaid account (not the related expense account) and a new monthly prepaid amount calculated.  

Assume an insurance bill of $1,200 annually or $100 per month, renewed in November.

	Cash
	
	
	
	

	November
	Dr
	Insurance Exp
	1200.00
	

	
	Cr
	Bank
	
	1200.00

	
	
	
	
	

	Accrual
	
	
	
	

	November
	Dr
	Prepaid Insurance
	1200.00
	

	
	Cr
	Bank
	
	1200.00

	
	
	
	
	

	Nov thru Oct
	Dr
	Insurance Exp
	100.00
	

	(Every Month)
	Cr
	Prepaid Insurance
	
	100.00


(
Capital costs should go up from month to month if capital work is being carried out.  Amortization on capital items not covered by the mortgage should also be increasing.  

Liabilities

(
Accrued utilities should be adjusted to reflect current numbers.  

(
Property tax subsidy payable or receivable should reflect receipt of final tax bills.  

(
The capital reserve fund should have increased to reflect the monthly allocation.  Capital expenses should have been charged to the fund and interest earned on invested capital reserve funds should be allocated to the reserve.

(
The current year earnings on the balance sheet and the income statement should match.

Arrears report

(
The arrears report should show how old debts are – e.g. 0-30 days, 30-60 days, over 60 days.

Building Condition Assessment, Energy Audit and Reserve Fund Forecast
Building Condition Assessment (BCA):
· A rigorous evaluation of the current condition of your building which usually involves: 

· a walk-through of the building and property 

· a review of maintenance history and drawings 

· discussions with key staff

· covers all major building components and forecasts replacement needs over the extended operating period of the building (up to 30 years) using standard useful life estimates

· estimates capital costs for replacement/repairs, identified for each element and rolled up to help provide a cumulative annual picture of projected costs over time

· estimates typically valid for up to 5 years from initial inspection, so should be updated every 3-5 years to ensure that the BCA continues to reflect actual conditions

· by using standard templates, the base projection of the BCA can be refreshed every 5 years, enabling the capital plan to remain a valuable and reliable tool for managing assets over time
Reserve Fund Forecast (RFF)

· An integral companion to the BCA that helps quantify the financial impacts of undertaking the required work envisioned in the BCA

· accounts for capital reserve/funding activity (i.e. inputs/outputs) over time, enabling providers to plan forward for major projects on a rolling basis

· uses base assumptions for cost escalations and reserve returns to help enable more accurate projections

· lines up projected needs with projected resources and illustrates where gaps or shortfalls may exist over time

· allows for scenario testing whereby the infusion of differing capital amounts can be tested to mitigate possible reserve shortfalls

· using an RFF enables you as a housing provider to financially plan for anticipated gaps
Energy Audit (EA)

· A comprehensive evaluation of your building geared to assessing energy efficiency of building components

· level of assessment can range from basic to highly technical

· general intent is to identify opportunities where energy efficiency may be gained through remedial capital measures

· energy audits tend to have a shorter planning horizon, given the rate of change in building and mechanical technologies

· ideally, results are integrated with BCAs to help prioritize capital replacements that generate energy savings

· provides the opportunity to complete priority capital projects while at the same time realizing energy savings which improve the operating bottom line
Know Your Funding Model 

To manage your finances well you need to know your funding model in order to plan for compliance in budget setting, operations and reporting. Different government programs have different funding models used to calculate government subsidy. Funding models were all originally defined in operating agreements
  A contract signed between a government agency and a social housing provider that sets out funding, operating, and other responsibilities of the parties. Providers with federal unilateral funding and providers administered by the Ministry of Health/Long-Term Care or the Ministry of Community and Social Services retained their operating agreements; the operating agreements for all other providers (unless they were specifically excluded from the legislation) have been replaced by the SHRA and regulations. between Canada Mortgage and Housing Corporation (CMHC) and/or the Ministry of Municipal Affairs and Housing (MMAH) and the housing provider. 

· For projects developed under the former Provincial or Federal/Provincial programs, the operating agreements have been replaced by the Housing Services Act 
(HSA) and its regulations. 

· Federal program projects, and those Provincial and Federal/Provincial projects whose administration was transferred to the Ministry of Health and Long-Term Care (MOHLTC) or the Ministry of Community and Social Services (MCSS), have retained their operating agreements.
Funding Programs

Most funding programs fall under 4 main categories: 


1. Housing Services Act
The HSA and the SHRA before it defines the government subsidy calculations using a benchmarking 
  process that established base funding, then applies indices to benchmark expenses and market rents each year to reflect changing economic conditions. The base year for providers under this benchmarking system was their 2006 fiscal year.  It is indexed forward each year. 

There are 2 different funding formulae under the HSA and they are set out in O. Regulation 369/11:   

· providers with mixed portfolios of RGI and market rents and 

· providers with 100% RGI tenants 


2. Federal
Federal program funding models are defined by the National Housing Act (NHA). They are referred to by their respective sections in the NHA, either Section 95 or Section 26/27. There are several different formulae under the NHA and we will look at these in detail in this section. 


3. Transferred
Supportive housing providers who developed projects under Provincial and Federal/Provincial programs continue to use their original operating agreements, but the administration of their programs was transferred to their respective support ministries; either the Ministry of Health and Long-Term Care (MOHLTC) and/or the Ministry of Community and Social Services (MCSS). Similar to HSA providers, the funding formula differs depending on whether the provider has a mixture of market and RGI units, or 100% RGI units. 


4. Local Housing Corporations (LHCs) 
The funding formula for individual LHCs
 is varied depending on their corporate relationship to their Service Manager.  The HSA General regulation sets out minimum requirements for Service Manager funding of their respective LHC.


Government Subsidies

Government subsidies for all housing programs cover only the shelter costs. If a provider has retail or commercial space, or runs support programs, that part of their operations cannot be subsidized from housing operations. It must have its own revenue stream to cover expenses; from commercial rents, fundraising, or other types of government programs. These are referred to as non-shelter revenue and expenses. 

Some providers manage projects developed under different programs and their "portfolio" will include subsidies using more than one formula.
Capital/Replacement Reserves
Reserve Funds
All programs require that money be set aside from annual operating budgets in reserves for future replacement of larger building components. [image: image2]
· Federal programs call them replacement reserves
· HSA and Provincial programs refer to them as capital reserves
Capital Items
There are different kinds of capital items in a housing project; including major building components, systems, and equipment.   Capital items are generally considered to be building components paid for by the mortgage.  Expensive items with relatively long lives that were purchased after initial construction may also be considered capital items, such as computer systems.   Capital items have an expected useful lifespan that will vary according to quality and project conditions.  The useful life of capital items comes to an end when the cost to repair or maintain them is no longer worthwhile because it will not extend the useful life by a reasonable length of time. Major repairs or renovations, whose benefits extend beyond the fiscal period and cannot be paid for out of annual operating budgets, can also be considered capital items. Examples include major roof repairs or window caulking where extensive scaffolding must be erected.[image: image3]
Major Building Components include: 
· heating systems, including boilers, forced air furnaces, radiant heat components, solid fuel burning systems, chimneys and related components,
· domestic hot water tanks, booster pumps, circulating pumps and sump-pumps found in multiple-unit building,

· [image: image4]wells, 
· septic tanks and tile beds, and
· required air handling systems
Basic Facilities include:[image: image5] 
· kitchen facilities such as stoves and refrigerators, sink and faucet installations, countertops and cabinets, and 
· bathroom facilities such as toilets, sinks and fixtures, vanities, tubs and fixtures
Safety Features include: [image: image6] 
· fire alarm systems such as hardwired smoke alarms, smoke and heat detectors linked to a central alarm, CO2 detectors,
· required fire fighting or prevention equipment,
· emergency lighting, and
· intercom system in multiple unit buildings
Other Major Facilities, Equipment and Features include: 
· parking lot, enclosed garage, driveway and walkway surfaces,
· waste management systems, 
· interior floor coverings,
· exterior fences,
· laundry equipment,
· water softeners

In all programs there are rules about how the reserves for capital repair and replacement can be invested. Some Service Managers want to vet planned capital expenditures and give their approval prior to work being done.  Be aware that in all programs the amount of annual reserve contribution is generally considered to be inadequate. It requires careful management and planning to stretch reserves funds as far as possible. 

HSA funded (formerly provincially funded)

Funding Details

Details of funding for all providers covered by the HSA are outlined in Parts II and III of O. Regulation 369/11.   

The regulation is important because it: 

· defines revenue and allowable operating costs, 

· specifies in its schedule which 100% RGI providers fall under Part III of the regulation and have their own different funding formula, 

· gives responsibility for benchmarking to MMAH, 

· defines how indices are calculated and applied,

· describes the funding formulae, and 

· specifies rules around retention of surplus

Tip - Calculating Subsidies 

ONPHA has budget spreadsheets available for both mixed and 100% RGI portfolios that include all of the formulae to calculate your subsidies. There is also a spreadsheet to verify Service Manager year-end subsidy reconciliations. 

Indexed Benchmarks

Expenses Indices

When you calculate subsidies each year, different inflationary or deflationary indices (a positive or negative number depending on the year-to-year fluctuations in market rents and expenses) are applied to the previous year’s indexed benchmark expenses. There are different indices for different types of expenses as follows: 
· administration and maintenance 

· insurance 

· electricity 

· water 

· gas 

· capital reserve contributions 

These indices are based on the annual changes to the Ontario Consumer Price Index (CPI), a measure of the rate of price change for goods and services bought by Canadian consumers, adjusted for each province. They are published in the fall each year by MMAH in a Social Housing Bulletin and are available either from your Service Manager, the MMAH website or the ONPHA website.

Market Rent Indices

These indices are applied to previous year indexed market rents and vacancy loss (for market units) if you have both market and RGI households. MMAH publishes different indices for apartments and townhouses and for different municipalities across the province reflecting changing rental market conditions. 

Index Lag

Providers submit their budgets for the following fiscal year using the index numbers from the current year. If the economic climate changes, for example, a prolonged cold weather snap causes a spike in heating costs; expenses will be higher than budgeted for. Even though the shortfall will be addressed in the following year, the rising expense may cause cash flow problems. It is not all bad news! In an economic climate where costs are decreasing, having the current budget calculated with the past year's indices will work in your favour. If you have a surplus share agreement with your Service Manager, your decreased costs will mean an increase in your accumulated surplus.

Determination of Subsidy for Projects with Market and RGI

Two Different Subsidy Calculations

For providers with both market and RGI units, government funding from the Service Manager is broken down into two subsidies that are calculated separately. 
Rent-Geared-to-Income Subsidy (RGI Subsidy)

RGI subsidy is the difference between the actual geared-to-income rents paid by tenants and the indexed benchmark rents or actual market rents for their units, whichever is lower. 
	RGI Subsidy Calculation

	Indexed market rents for RGI units
	$77,875

	Actual market rents for RGI units
	$78,720

	Lesser of indexed or actual market rents for RGI units
	$77, 875

	MINUS Projected rent from RGI units 
	$48,000

	EQUALS Total RGI Subsidy
	$ 29,875


Operating Subsidy

The operating subsidy bridges the gap between revenue from indexed benchmark market rents and benchmark non-rental revenue, and the cost of mortgage, property taxes, and indexed benchmark operating costs.
	Operating Subsidy Calculation

	
	Mortgage costs

	PLUS
	Property taxes

	PLUS
	Indexed benchmark operating costs (administration and maintenance, insurance, bad debt, electricity, water, gas, capital reserves) 

	MINUS 
	Indexed benchmark revenue (indexed benchmark market rent minus indexed benchmark vacancy loss plus benchmark non-rental revenue)

	EQUALS
	Total Operating Subsidy


Tip - Maximizing RGI Subsidy 

To ensure that you are getting the maximum amount of RGI subsidy, make sure that your average market rent for each unit size is set equal to or higher than the indexed benchmark market rents. 

Determination of Subsidy for Projects with 100% RGI units

Subsidy Calculation

The formula combines both the operating and RGI subsidy into a single subsidy. The subsidy is calculated by subtracting all rental (which reflects any vacancy loss) and non-rental revenue from indexed benchmark expenses. 

	100% RGI Funding Formula Overview

	Action
	Item
	Index Applied

	ADD
	REVENUE
	

	
	Rental Revenue
	

	
	Actual Non-rental Revenue
	

	SUBTRACT
	INDEXED BENCHMARK EXPENSES
	

	
	Administration and Maintenance
	Ontario Consumer Price Index (CPI) - all items

	
	Insurance
	Ontario CPI - Homeowners home and mortgage insurance sub- index

	
	Bad Debt
	Ontario CPI - all items

	
	Electricity
	Ontario CPI - Electricity sub-index

	
	Water
	Ontario CPI - Water sub-index

	
	Natural Gas
	Ontario CPI - Natural gas sub-index

	
	Oil and Other Fuel
	Ontario CPI - Oil and other fuel sub-index

	
	Capital Reserves
	Ontario CPI - all items

	SUBTRACT
	Mortgage Payments
	Actual 

	SUBTRACT
	Property Taxes
	Actual

	SUBTRACT
	50% of the Operating Surplus
	Actual

	EQUALS
	SUBSIDY
	


Tip - Set a Market Rent Level 

In most 100% RGI projects all tenants are paying rent geared to their income. However, it is possible for some tenants to have an increase in income that results in a rent calculation that reaches the market rent level. Also, some tenants may lose their eligibility for RGI subsidy. You should set a market rent ceiling so you are prepared for either of these scenarios. 

HSA Accumulated Surplus

Generating a Surplus

The operating subsidy formula for HSA providers with market and RGI units allows providers to generate a surplus in the following ways: 

· charging market rents, if possible, above the indexed benchmark market rent for the area, 

· increasing non-rental revenue (parking, laundry etc.) above the benchmark non-rental revenue, as this item is not indexed each year in the subsidy calculation, and 

· keeping expenses below the indexed benchmark expenses.

For 100% RGI providers, indexed benchmark market rents are not used in the funding formula, so there is no opportunity to generate a surplus by setting high market rents. You must keep operating costs below the indexed benchmark expenses used in the subsidy formula to generate a surplus. 

Operating Reserves Cap

Both mixed and 100% RGI HSA projects are allowed to accumulate a surplus of operating reserves to a maximum of $300.00 per unit.  Once that amount has been accumulated, any extra surplus must be split evenly between the provider and the Service Manager.  You are only allowed to reach the $300.00 per unit threshold once.  After that, you must share 50/50 with the Service Manager even if your accumulated surplus goes below $300.00 per unit in the future. 

How Is a Surplus Recovered?

The Service Manager's share of the year-end surplus is recovered by reducing a monthly subsidy payment after they do their subsidy reconciliation based on the provider's audited financial statements.  Some Service Managers allow providers to keep their entire surplus as long as it goes into the providers’ capital reserve fund and they may put other restrictions on its use.

[image: image7.png]Sample Surplus Calculation

Accumulated surplus at the beginning of the year $ 2,000
Net Income for the current year ear $ 1,500
Total unadjusted surplus at the end of the current year $ 3,500

Maximum accumulated surplus before sharing
(eg 10 units X $300) $ 3,000

|Amount to be Shared

50% to Service Manager| $ 250

50% to Provider Accumulated Surplus| $ 250

Accumulated Surplus at the end of the current year





Tip – Build up Accumulated Surplus to Cover Contingencies

An accumulated surplus is money in the bank for a rainy day.  You can use it to cover cash flow shortfalls arising from rapidly increasing expenses such as jumps in insurance premiums or utilities, or unexpected legal expenses.  It makes good business sense.  

Federally Funded

Program Administration

The administration of programs funded by the federal government through the CMHC, including Federal Unilaterals
, was devolved or transferred in the late 1990's.  However, the federal government continues to pay subsidies to the province for these projects.  The province, in turn, passes the money on to the Service Managers for the projects administered at the municipal level of government.

Rent Supplement Agreements
Many projects have a separate rent supplement agreement
  with the Service Manager. 

Targeted vs. Non-Targeted Assistance

Federal housing assistance is divided into two main categories: targeted and non-targeted. A "targeted" household at the time of entry into the program either: 

· Qualified as per the Housing Income Limits
 Income levels for each unit size in each service area, set out in Regulation 370/11 of the.  The Housing Services Act requires Service Managers to have a specific number of RGI units in their service area, which are occupied by tenants whose incomes are below the HILS.(HILS) in effect after the SHRA, or 

· Met income requirements for housing assistance in force prior to the SHRA.

Non-targeted households make up the remainder. 

Operating Agreements

The funding formula for Section 95 providers is found in operating agreements that were signed with CMHC and are based on a subsidy model that ends once the mortgage is paid off. At the time of devolution
 In the context of non-profit housing , devolution means the handing over or "downloading" of social housing administration and funding, from the Province to the Service Managers.  The exception is providers transferred to MOH/LTC or MCSS. Devolution also refers to handing over the federal responsibilities for non-profit housing to the Province - the funding responsibility was transferred in 1998, the administration was implemented under the Social Housing Reform Act. , the operating agreements remained the same except they are now administered by the Service Manager.


Expiry of Operating Agreements
The operating agreement period is usually the term of the mortgage (which in Section 95 projects is a maximum of 35 years). Because of this, over 99% of Canada's social housing operating agreements will expire by the year 2033 and government subsidy will end.  The withdrawal of subsidy is linked to the date when a housing provider's mortgages or debentures are paid off. Subsidy formulae vary among social housing programs, and so will the effect of the subsidy withdrawal. For example: 


· If just before that point your annual mortgage payment exceeds your total annual subsidy, you could experience an improvement in your financial situation when both expire. 

In the reverse situation - when subsidy in the year before the expiry of your agreement exceeds the mortgage payment - you may experience financial difficulty.


Depending on a provider's circumstances - which program(s) they were originally funded under, what state their replacement reserves are in, how much deferred maintenance has built up, and how high their RGI percentage is - each will face a different scenario. 

Tip - Analyze the Impact of Expiry on your Projects 

Every federally funded provider should determine the impact of the loss of subsidy well in advance of the expiry of their agreements.  A strategic plan will help prepare for the event and may be critical to the ability of the provider to continue to subsidize current tenants at the time the agreement expires. 

ONPHA and Canadian Housing Renewal Association have developed single and multi-project spreadsheets with guides that will give you a snapshot of how your operating agreement expiry will affect your project or portfolio.  These tools are free. 

Rent-Geared-to-Income Scale

Some federal projects may operate with two different RGI scales.  The federal RGI scale is calculated based on a minimum of 25% of the adjusted household income
, The total of all household income based on the income definition found in the appendix of the operating agreement, minus the exclusions from the income equals the adjusted household income.while the provincial (HSA) scale is based on 30%.  There are different deductions to household income, and the application of the scale may also differ.  This information is found in the appendices of your operating agreement. In general: 

Section 95 Non-Profit 

· tenants pay rent based on the federal RGI scale, or other amount determined by the housing provider 

· rent supplement units pay rent on the HSA RGI scale 

· some providers adopt the HSA scale for all subsidized tenants

Section 95 Urban Native

· any subsidized tenant pays rent according to the federal RGI scale, or other amount determined by the housing provider

Section 26/27 Non-Profit and Section 26 Limited Dividend 

· if there is rent supplement assistance, the HSA RGI scale applies only to the units receiving the assistance 

· other tenants pay Lower End of Market (LEMs)

Replacement Reserves

Municipal, private and Urban Native non-profits receive funding under this program, though the formulas are different.  All of these types of providers are required to make annual contributions to a replacement reserve to accumulate funds to cover the cost of replacing worn out capital items.  It is up to the Service Manager to determine the approach to handling replacement reserve expenditures.

Section 95 - Municipal Non-Profits 

No Operating Surplus

This funding model is very inflexible, and does not allow for any operating surplus for the housing provider. 

Market Rents

Minimum market rents are set using a Rent Inflation Factor (available from MMAH) applied to the prior year's rent.  The Rent Inflation Factor is used to determine the minimum market rent that is expected to be charged.   If the provider is unable to rent the market units at the assigned rate, there will be less revenue to cover costs. 

Subsidy Calculation

Although the subsidy is estimated based on an indexed revenue, it is actually calculated in the Annual Information Return
  Annual reporting form between non-profits and Service Managers. (AIR) based on the lesser of the budget or the actual.  This means that if a housing provider spends more than the allowed budget they will have an operating loss, but if they spend less, they cannot keep the surplus.

	Funding Formula Overview

	
	Item
	Index Applied

	ADD
	REVENUE
	

	
	Budget or actual Market Rents, whichever is the lesser
	Rent Inflation Factor provided by MMAH

	
	RGI Rent
	

	
	Vacancy Loss
	

	
	Non-rental Income (including interest)
	

	SUBTRACT
	EXPENSES
	

	
	Actual or budgeted operating costs, whichever is the lesser
	Indices provided by MMAH

	
	Actual Property Taxes
	

	
	Capital Reserves
	

	SUBTRACT
	Mortgage Payments
	

	EQUALS
	Total Subsidy
	


Tip - Monitor Spending 

Because there is no accumulated operating surplus, you need to spend carefully to stay within your budgeted amounts.

Section 95 - Private Non-Profits (PNPs)

Subsidy Calculation

This funding model provides a subsidy to reduce the mortgage interest rate to 2%. In exchange for this reduction in interest rates, private non-profit providers are expected to subsidize tenants who require a reduced rent. 


In some cases the full mortgage payment was not subsidized if providers had commercial space from which to generate income.  The amount of the mortgage that is used for calculation purposes is called "eligible mortgage for subsidy".  Each time the mortgage is renewed; the calculation goes back to the original "eligible" amount (not the new balance on the mortgage) and calculates the subsidy with the new interest rate.

· At the time operating agreements were signed, interest rates were higher than 2% and the subsidy paid the difference.  The provider used this "subsidy pool" to provide reduced rent to RGI tenants.


· The decline in interest rates since the original agreements were signed has reduced the subsidy and the number of RGI tenants that can be subsidized from the "pool".

Example - Sample Subsidy Calculation 

	Fluctuating Interest Rates Effect on Subsidy

	Item
	Amount

	A. Eligible mortgage for subsidy
	7,250,000

	B. Mortgage payment at 13.25% (original rate)
	78,811.79

	C. Mortgage payment at 2% of A (base rate for formula)
	23,985.74

	D. Annual operating subsidy (B - C)
	54,826.05

	E. New mortgage payment (eligible mortgage for subsidy -A- at 5% (renewed interest rate). This is different from the actual new mortgage payment that the provider must pay, which is the balance of the mortgage x 5%
	36,352.99

	F. Mortgage payment at 2% of A (base rate for formula)
	23,985.74

	G. New annual operating subsidy (E - F)
	12,367.25

	New mortgage payment vs. new subsidy

	H. Change in actual mortgage payments after renewal 
	-40,513.94

	I. Change in actual operating subsidy payments after renewal (difference between D and G)
	-42,458.80

	J. Difference in operating subsidy after mortgage renewal (mortgage payments down by 40,513.94; subsidy payment down by 42,458.80
	(1,944.86)


Rent Setting

Rents are set based on level of income; the lowest based on RGI scale of the tenant paying a maximum of 25% of their income for rent; to the Lower End of Market
 (LEM). Service Managers set the LEM annually for their respective PNP's. 

Rent Supplement

Some Section 95 PNPs also receive rent supplement from the Ontario Community Housing Assistance Program
 (OCHAP).  This is a rent supplement program that provides RGI assistance to allow PNPs funded under the federal Sec. 95 program to house low-income tenants over and above the number that could be subsidized by relying on federal assistance alone. This program is administered by the Service Managers. The Housing Services Act rules for eligibility, rent calculation, and use of the Coordinated Access System apply to these units. 
Accumulated Surplus Allowed

Section 95 PNP's are allowed to accumulate surplus of $500.00 per unit.

Tip - Renewing Your Mortgage 

If you re-new your mortgage at a higher rate of interest, you may have more money in your pool to subsidize RGI tenants. 

Section 95 - Urban Native

Purpose of the Program

The Section 95 Urban Native program was created to provide affordable housing for families, seniors or individuals of native ancestry
.
There are three distinct categories of Urban Native Projects: 
1. Pre-1986 

· A mix of subsidized (RGI assistance) and market renters (able to pay Lower End of Market, the rental charge equivalent to the lower end of the range of market rents charged in the private market for similar accommodation in the same general area. It is the maximum rent that may be charged for Section 95 projects or LEM)
. 

· Assistance is based on the difference between the amortization of the eligible capital cost at the mortgage interest rate AND a 2% rate amortized over 35 years. 

· Because there is no additional assistance (see below), providers are allowed to accumulate a subsidy surplus of $500.00 per unit for RGI purposes.
2. Pre-1986 with Urban Native Additional Assistance (UNAA): 

· same financial mechanism as Pre-1986, and 

· additional assistance (UNAA) to cover the gap between the allowable subsidy as calculated above and additional eligible operating costs
3. Post-1985 

· projects that fully subsidize native households in core housing need
 refers to households that occupy a crowded or inadequate dwelling and who currently pay less than 30% of their income for shelter, but for whom basic shelter costs for an adequate and suitable dwelling available in their market area would consume 30% or more of their income; OR households who pay 30% or more of their income for shelter and for whom adequate and suitable dwelling available in their market area would consume 30% or more of their income. 

· subsidy bridges the gap between the tenant revenue and eligible operating costs 

Urban Native Additional Assistance

· In 1983, pre-1986 projects were given the opportunity to enter into a supplementary agreement to receive additional assistance. UNAA allows the project to operate on a fully subsidized basis to cover operating deficits that occur. 


The UNAA agreement specifies: 

· what constitutes native ancestry, 

· that a subsidy surplus fund CANNOT be established, 

· the amount of additional assistance is to be advanced based on the project's annual budget, 

· that semi-annual reviews will be undertaken by the Service Manager to reconcile the additional assistance to actual need, and 

· any excess assistance is to be refunded to the Service Manager. 

Tip - Check your operating agreement 

There are many variations in the agreements under the Urban Native programs. Make sure you are conforming to your own agreement. 

Section 26/27 - Municipal and Private Non-Profit

Purpose of the Program

These programs provided CMHC mortgages at 8%, which at the time of negotiation was a lower-than-market rate.  Providers are required to take tenants whose incomes, on move-in, were equal to or lesser than the Housing Income Limits (HILS)Income levels for each unit size in each service area, set out in Regulation 368/01 of the Social Housing Reform Act.  The Social Housing Reform Act requires Service Managers to have a specific number of RGI units in their service area, which are occupied by tenants whose incomes are below the HILS..
Rent Supplement Agreements

Some Section 26/27 providers have a rent supplement agreement with the Service Manager under the Community Sponsored Housing Program (CSHP) which allows them to offer some units at rent-geared-to-income, as well as an operating agreement. If there is a rent supplement agreement, the provincial RGI scale applies only to those units receiving this assistance; other tenants pay the economic rent. Providers are required to submit confirmation of new tenant incomes to Service Manager annually.   

Agreement Period

The agreement period is the term of the mortgage, which is up to 50 years, depending on the project.

Section 26 Limited Dividend

Purpose of the Program

The Section 26 Limited Dividend Program is a market-based program that assisted private entrepreneurs in financing the construction, purchase or improvement of projects.  By receiving a reduced interest rate amortized over a long period of time (40 - 50 years), owners agreed to pass this economic benefit on to tenants in the form of lower rents. 

There are two distinct categories of Limited Dividend projects: 
1. Pre-1968: projects approved prior to 1968 required a lock-in mortgage for 40-50 years, and 


2. Post-1967: mortgage documentation allowed the option to re-pay and discharge the mortgage without penalty. In this situation, the Operating Agreement would also be cancelled.

Rent Supplement Agreements

Projects under this program do not receive ongoing subsidies, although some have entered into rent supplement agreements.

Ministry of Health and Long Term Care and Ministry of Community and Social Services

Purpose of the Program

Some providers receive government funding for support services for tenants as well as housing. As part of the process of getting out of the housing business, MMAH transferred the administration of housing programs for those providers to the Ministry supplying their support funding. Currently: 


· The Ministry of Health and Long Term Care (MOHLTC) has the responsibility to fund and administer housing for people with high needs, such as the mentally ill, those with acquired brain injury, those with substance abuse problems and the frail elderly in need of support services in order to live independently. 


· The Ministry of Community and Social Services (MCSS) funds and administers providers serving tenants with developmental handicaps.

Operating Agreements and Funding Formulas

Housing providers who were transferred to MOHLTC and MCSS have their original operating agreements. Formerly Federal providers use the same formulas as Section 95 - Private Non-Profits. 


There are two funding formulas for providers with provincial operating agreements: 


· housing with 100% of tenants receiving RGI (most providers fall in this category), or 

· a mixture of market rents and RGI. 


MOHLTC/MCSS Projects - 100 Per Cent RGI

Operating and Rent Subsidies

Under this funding model, operating and rent subsidies are combined.  The funding formula has very little flexibility as there is no opportunity to generate a surplus from market rents. If providers spend more than their allocated cost they will experience operating losses. 

Generating a Surplus

However, there is no surplus sharing with the funding ministry, so if providers can keep costs below the indexed cost base, they can generate a surplus.

	Funding Formula Overview

	
	Item
	Index Applied

	ADD
	REVENUE
	

	
	Tenant revenue
	Actual

	
	Non-rental revenue
	Actual

	SUBTRACT
	EXPENSES
	Index supplied by funder

	SUBTRACT
	Permanent increases to the cost base
	Not indexed

	SUBTRACT
	Capital reserves
	Not indexed

	SUBTRACT
	Mortgage payments
	Actual

	SUBTRACT
	Property taxes
	Actual

	EQUALS
	SUBSIDY
	


MOHLTC/MCSS Projects - Mixed Market and RGI

Funding Formula

The funding formula for these projects is set by an established base year budget (1995) and then indexed forward.

· "Market rents" for RGI purposes are determined annually as a Unit Rent Factor (URF)A monthly rent amount set by the Ministry of Municipal Affairs and Housing to calculate the amount of rent subsidy and rent incentive a housing provider would be entitled to under the portfolio operating agreement. URFs vary by (Ministry-defined) rent district, size and type of unit and what utilities are included in the rent. 

· Mortgage and property taxes are subsidized based on actual costs. 

· All other costs are increased by a cost factor. 

· Capital reserves are not indexed. 

· Providers are allowed to retain any surpluses that they generate.

Rent and Operating Subsidies

This model has both rent and operating subsidies.

	Funding Formula Overview

	
	Item
	Index Applied

	ADD
	REVENUE
	

	
	Unit Rent Factor (URFs) or Market Rents, whichever is lesser
	i.e. URFs are provided by the funder and are usually increased year over year by the Rent increase guideline per Residential Tenancies Act

	
	Non-rental revenue base 1995 or actual, whichever is the lesser
	

	SUBTRACT
	EXPENSES
	Index supplied by funder

	SUBTRACT
	Permanent increases to the cost base
	Not indexed

	SUBTRACT
	Capital reserves
	Not indexed

	SUBTRACT
	Mortgage payments
	Actual

	SUBTRACT
	Property taxes
	Actual

	SUBTRACT
	If market rents are higher than URFs, 50% of difference between actual market rent revenue and URFs
	

	EQUALS
	Total SUBSIDY
	


Revenue Incentives

Rent incentive
If market rents are higher than URFs, the rent incentive allows providers to keep 50% of the difference between the market rent charged by the provider and the URFs.  However, if the provider charges market tenants less than the URFs, the subsidy calculation uses that lower market rent to calculate both the operating subsidy and the RGI subsidy. 

Non-rental revenue
A base was established in the fiscal year 1995 for non-rental revenue that is included in the operating subsidy.  The subsidy is calculated on the lesser of actual non-rental revenue or the 1995 base. Therefore, if the provider can earn more non-rental revenue than the base, the extra amount does not reduce subsidy.  It increases the provider's total revenue.
Tip - Track Your URFs 

The RGI subsidy is a separate subsidy that pays the difference between the URF or market rent if it is less than the URF and the RGI rent.  The URF used to calculate the RGI subsidy may not be the same as the market rent being paid by non-RGI tenants. 

It is critical that you track these differences carefully, and make adjustments to the RGI subsidy on a monthly basis.

Local Housing Corporations

Former Public Housing

Local Housing Corporations (LHCs) are controlled by the Service Manager who, as sole shareholder, has taken over the ownership and other responsibilities of what used to be known as Local Housing Authorities
, or "public housing." 

At the time of devolution, some Service Managers set up former public housing as independent non-profits, some absorbed them into the municipal structure as part of the existing housing department, and others amalgamated the Local Housing Authorities with their municipal non-profit corporations.  Some Service Managers negotiated new funding formulae with their LHCs, some continued to fund them like the former public housing.

Tip - Get to Know Your Service Manager Requirements 

Because there are many variables to LHC funding models, you need to fully understand the requirements of your Service Manager.

The Affordable Housing Program (AHP) 
There are several versions of the program; the Pilot, Strong Start, Waves 1 and 2 (Residual Funding), and AHP Extension (2009): 

· Pilot - the subsidy consists of capital funding in the amount of $25,000 per unit. 

· Strong Start, Waves 1 and 2 - the subsidy provided is $70,000 per unit in total funding;  38% of this is federal funding as a forgivable loan for up-front construction.  The remaining funding from the province is paid out over 20 years and is used to subsidize the mortgage. 

· AHP Extension – the subsidy is a joint federal/provincial contribution of an average of $120,000 per unit, paid out through the construction process.  There is no ongoing payment to offset operating costs in this model.

Rent Subsidy

A percentage of units in the project must have rents set at an average of 80% of average market rents for the area as established by CMHC.  Those rents can be increased by no more than the MMAH rent increase guideline each year. The provider achieves this affordability level due to up-front and ongoing government funding. Revenue from market units also contributes to the project affordability. 

Administration and Contribution Agreements

Service Managers sign an Administration Agreement with MMAH, and the provider signs a Contribution Agreement with the Service Manager.

Tip - Understand your Operating Agreement 

Because there is no common operating agreement for AHP providers, you must pay strict attention to the details of your agreement with your Service Manager in order to remain compliant!
Additional Subsidy and Supplement Programs

MOHLTC Rent Supplement Programs

Providers may have rent supplement agreements under any of the following programs: 

· Homelessness, Phase I and II, 

· Service Enhancements, Phase I and II, and 
· Mental Health Program, 750 and 500.


Under these programs the provider may either own or lease units and offer them to tenants on a geared-to-income basis.  Rent supplements are based on: 

· the market rents paid by the provider minus the RGI rent from tenants, if the provider themselves is renting the units, or 

· approved operating costs minus the RGI rent from tenants, if the provider is the owner of the units

Supports to Daily Living

Supports to Daily Living is a subsidy that is given to some alternative housing providers and administered by the municipality.  The funding is intended to cover additional administrative costs related to the provision of alternative housing. This is a type of non-profit housing for the homeless/hard-to-house which emphasizes the provision and maintenance of stable housing and community development, rather than medical or psycho-social programs. Alternative housing has been devolved to the municipalities and does not receive additional funding from Provincial Ministries.  Criteria for the receipt of these funds vary in each Service Area, and the amount is negotiated each year. 

Strong Communities Rent Supplement

The Strong Communities Rent Supplement Program offers long-term funding to Service Managers and gives municipalities’ flexibility in providing rent supplements to households in need of assistance. 

The program provides funding for regular rent supplement units, as well as supportive housing units in partnership with the Ministry of Health and Long-Term Care (MOHLTC) and the Ministry of Community and Social Services (MCSS).

Under this program, Service Managers can provide subsidy through: 

· rent supplement agreements with private landlords, non-profit or co-operative housing providers to subsidize market units rented to households who pay rent-geared-to-income (RGI); and 

· agreements with individual households to directly subsidize their rent

Tip - Accessing the Strong Communities Program 

For more details on this rent supplement program, including application forms, go to the MMAH website.
Finance Glossary of Terms

Accounts payable


Amount of money owed to a creditor for delivered goods or completed services. 

Accruals

Method of accounting that recognizes revenue when earned, rather than when collected. Expenses are recognized when incurred rather than when paid.

Actual
Real numbers

Administrative expenses

This is a broad category of expenses that includes most costs outside of direct building costs. Examples are office supplies, postage, meeting expenses, office staff.

Allocation


Means the act of distributing revenue or expenses by allotting or apportioning; distribution according to a plan.

Annual Information Return


An annual reporting form that includes information from the audited financial statements as well as statistical information and a declaration of compliance with funding rules submitted by the housing provider to their Service Manager or other funding body. 

Assets

An asset is anything the business owns that has monetary value

Bad debts


All or portion of an account, loan, or note receivable considered to be uncollectible.

Balance sheet or Statement of financial position
A balance sheet is a snapshot of a business’ financial condition at a specific moment in time, usually at the end of an accounting period. A balance sheet comprises assets, liabilities, and owners’ or stockholders’ equity. Assets and liabilities are divided into short- and long-term obligations including cash accounts such as chequing, money market, or government securities. At any given time, assets must equal liabilities plus owners’ equity. 

Benchmark Revenue/ Benchmark Expenses


The Provincial Government set the benchmark revenue and expenses. To do your budget, you will need to know these amounts. Please consult with your Service Manager staff if you are not familiar with the government-set benchmarks.

Capital/replacement reserves

Funds put aside for future capital projects.

Capital/fixed assets
Assets that last more than the current year and are depreciated over time

Cash flow


Net of cash receipts and cash disbursements relating to a particular activity during a specified accounting period

Service Manager Due to/From
This is a clearing account, where you set up overpayments or underpayments from the Service Manager for subsidy. Overpayments are payables, underpayments would be receivables. This amount should change monthly as you do you subsidy calculations.

Depreciation


A reduction in the value of an asset with the passage of time, due in particular to wear and tear.  Different formulae are used to depreciation different types of assets.  Information on how assets are depreciated is contained in the notes to the audited financial statements.

Doubtful accounts


The amount in this account is an estimate of amounts that potentially you will not collect.

Income statement

Income statement also referred to as Profit or Loss statement for a profit-making corporation, reports on a company's results of operations over a period of time.
Liability


Liabilities are the claims of creditors against the assets of the business.

Maintenance expenses


Costs for the physical maintenance of a building 

Materiality /material variance


Magnitude of an omission or misstatements of accounting information that, in the light of surrounding circumstances, makes it probable that the judgment of a reasonable person relying on the information would change or be influenced. 

Notes to Financial Statements


Audited financial statements include notes that explain the nature of the activities of the corporation, significant accounting policies used, such as how assets are depreciated, any changes in accounting policy over the fiscal year, and a detailed breakdown of some of the items on the statements.

Operating subsidy


The money being provided to you under the Housing Services Act or an operating agreement from the Service Manager to run the day-to-day operations of the corporation.

Prepaid expenses


Prepaid expenses are those supplies and/or services (not inventory) acquired or purchased during an accounting period but not consumed or used at the end of the accounting period.

Receivables


Money owed to the corporation by clients, or tenants for services delivered. Receivables also include money owed by funders, government agencies or other corporations, such as HST receivables.

Rent subsidy/rent supplement


A subsidy paid to the housing provider by the Service Manager or other government funding agency that equals the difference between the rent-geared-to-income paid by the tenants and a market rent set by the government.  

Variance report


The variance report explains the differences from your anticipated results established by the budget, to your actual results. The variance could be either positive or negative

Year to date (YTD)


Income or expenses from the beginning of the fiscal year till that date. Normally, in presenting financial statements, you should provide current month figures as well as year to date. When reviewing statements, you could have large swings in a month, so you also need to look at year to date figures to see if there is a trend.
Sample Monthly Rent Register with Charges (Receivables)





Month





    20 ____





Unit #





Type





Name





Rent





Rent 





Subsidy





Parking





Cable





Other  





Notes





101





1bdrm





J. James





660





0





0





37.5





102





1bdrm





F. Petty





225





326





45





37.5





103





2bdrm





S. Lu





460





160





45





37.5





104





2bdrm





R. Patel





375





245





0





37.5





105





3bdrm





V. Turner





575





339





0





37.5





210





1bdrm





A. Dupuis





665





0





45





37.5





202





1bdrm





S. Calderone





190





361





45





37.5





103





2bdrm





J.Barratto





780





0





45





37.5





250





internal 





transfer 





fee





204





2bdrm





N. Singh





540





80





45





37.5





205





3bdrm





M. Chartrand





587





0





0





37.5





301





1bdrm





R. Lee





190





361





0





0





302





1bdrm





F. Mott





670





0





45





37.5

















303





2bdrm





S. Mohammed





787





0





45





37.5





304





2bdrm





M. Juavez





475





145





37.5





305





3brm





R. Brown 





580





334





45





37.5





7759





2351





405





525





250








� Operating Agreement:  A contract signed between a government agency and a social housing provider that sets out funding, operating, and other responsibilities of the parties. Providers with federal unilateral funding and providers administered by the Ministry of Health and Long-Term Care or the Ministry of Community and Social Services retained their operating agreements; the operating agreements for all other providers (unless they were specifically excluded from the legislation) have been replaced by the SHRA and regulations.


� The Housing Services Act replaced Social Housing Services Act on January 1, 20xx.


� Benchmarking: A management tool that allows the deliverer of a product or service to compare its performance with like providers. Benchmarking is an important instrument in the design of the new funding model for social housing, and means setting a narrow range of acceptable operating costs for social housing providers. Through benchmarks, the funding of operating costs and capital reserves becomes more predictable for both Service Managers and housing providers.


� Local Housing Corporations: A new corporation created by the Social Housing Reform Act and controlled by the Service Manager as sole shareholder, to take over the ownership and other responsibilities of Local Housing Authorities (LHAs).


� Federal Unilaterals: Non-profit housing providers, whose mortgage is held or whose subsidy was administered by CMHC under Section 26, 27 or 95 of the National Housing Act.


� Rent supplement agreement: Paid to a landlord to bridge the gap between a tenant's rent-geared-to-income and the market rent ceiling set by the municipality, to fill units in their building with applicants from the social housing waiting list.


� Household Income Limits: Income levels for each unit size in each service area, set out in Regulation 370/11 of the Housing Services Act. The Act requires Service Managers to have a specific number of RGI units in their service area, which are occupied by tenants whose incomes are below the HILS.


� Devolution: In the context of non-profit housing, devolution means the handing over or "downloading" of social housing administration and funding, from the Province to the Service Managers. The exception is providers transferred to MOH/LTC or MCSS. Devolution also refers to handing over the federal responsibilities for non-profit housing to the Province - the funding responsibility was transferred in 1998, the administration was implemented under the Social Housing Reform Act. The SHRA was replaced in 20xx  by The Housing Services Act.


� Adjusted household income: The total of all household income based on the income definition found in the appendix of the operating agreement, minus the exclusions from the income equals the adjusted household income.


� Annual Information Return: Annual reporting form between non-profits and Service Managers.


� Lower end of market: The rental charge equivalent to the lower end of the range of market rents charged in the private market for similar accommodation in the same general area. This is the maximum rent that may be charged for section 95 projects.


� Ontario Community Housing Assistance Program: This is a rent supplement program that provides RGI assistance to allow PNPs funded under the federal Sec. 95 program to house low-income tenants over and above the number that could be subsidized by relying on federal assistance alone. This program is administered by the Service Managers. The Social Housing Reform Act rules for eligibility, rent calculation, and use of the Coordinated Access System apply to these units.


� Native ancestry: Indians as defined the Indian Act (Canada), Non-status Indians, Metis, or Inuit.


� Lower End of market: The rental charge equivalent to the lower end of the range of market rents charged in the private market for similar accommodation in the same general area. It is the maximum rent that may be charged for Section 95 projects.


� Core housing need: Refers to households that occupy a crowded or inadequate dwelling and who currently pay less than 30% of their income for shelter, but for whom basic shelter costs for an adequate and suitable dwelling available in their market area would consume 30% or more of their income; OR households who pay 30% or more of their income for shelter and for whom adequate and suitable dwelling available in their market area would consume 30% or more of their income.


� Local Housing Authorities: An agency of the provincial government which managed public housing owned by the province of Ontario, and carried on other administrative responsibilities such as the rent supplement program for private-sector landlords. The LHAs ceased to exist as of January 1, 2001.
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