Industry Objections
To AICPA CIRA
Accounting Guide

By Stephen W. Beer, CPA
Czarnowski & Beer

By now, you have heard all the com-
plaints about the disclosure re-
quirements mandated by the new
American Institute of Certified Public
Accoutants’ (AICPA) Common In-
terest Realty Associations (CIRA) Ac-
counting Guide. Some examples of the
ones I'have heard over the last year are
as follows.

A promincnt Cooperative/Con-
dominium Attorney complained that
he has been in the real estate business
for twenty years and has never received
more calls on any other one single
topic. A member of the Real Estate
Board said that they had never heard of
the AICPA before, and hope to never
hear about it again. You undoubtedly,
have your own stories to tell.

After giving seminars for clients,
distributing explanatory information
and year end reminders, I can honest-
ly say none of my clients has under-
taken the chore of compiling the
necessary information. The Council
for New York Cooperatives sent a let-
ter to its members in late January,
recommending not to fotllow the
disclosure requirements of the Guide
for this year.

Last month, I attended a Real Estate
Accouting conference, and heard Nan-
cy Ann Connery, a partner with
Schoemann Updike & Marsh, speak
on the legal issues involved in disclos-
ing the required information in the
financial statements. I believe she was
speaking for herself, but as the
Chairperson for the New York City
Bar Associations’ Cooperative and
Condominium Law Committee she is
quite familiar with the opinions of
many real estate professionals. She
said she knew of only one law firm,
with many cooperative and con-
dominium (co-op/condo) clients,
which was advising their clients to in-
clude the disclosures in their annual
reports. Without having had sufficient
time for real estate professionals to
compile a standardized methodology
for the replacement costs and reserve
fund requirements, the margin of er-
ror associated with the disclosures
would be too great. She felt wrong or
incomplete information would just
lead to Boards being sued. There is no
obligation under New York State Law
to provide these disclosures and the
Boards can not be held liable for what
they don’t say. Once they make a state-
ment, the Boards would make
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themselves a target for lawsuits if
estimates turn out to be incomplete or
wrong.

Thave had the opponumty to discuss
the requirements of the Guide with
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The New York State Department of Environmental
Conservation is enforcing new legislation designed to

prevent fuel oil spills and seepage into ground water and
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Owners not complying with the new regulations are
subject to fines up to $25,000 per day and posszble
criminal penalties. .
American Pipe & Tank Lining Co., Inc. is equipped to
quickly and efficiently bring your tanks into compliance:
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We provide a host of solutions to fuel (and water)
tank problems.

One call does it all...
Do it TODAY!
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many real estate professionals. The
concensus is that they may need this in
other states, maybe even in New York
State, but not in New York City at this
time. They feel requirements such as
minimum reserves at conversion and
engineer reports incorporated in the
offering plan as well as other local laws
offer ample protection. Additionally,
if purchasers retain qualified profes-
sionals, who do their due diligence,
they should have adequate protection.

It looks like almost all financial
statements issued for cooperatives and

-condominiums for this year will in-

clude in lieu of the foreclosures the ad-
ditional paragraph indicated in the
following Auditor’s Report.

INDEPENDENT AUDITOR’S

REPORT

To the Board of Directors
XYZ Cooperative Owners Corp.
New York, New York

We have audited the accompanying
balance sheet of XYZ Cooperative
Owners Corp. (a cooperative housing
corporation) as of December 31, 1991
and 1990, and the related statements of
revenue, expenses and deficit, and
cash flows for the years then ended.

" These financial statements are the

responsibility of the Corporation’s -

management. Our responsibility is to
express an opinion on these financial
statements based on our audit.

We conducted our audits in accor-
dance with generally accepted auditing
standards. Those standards require
that we plan and perform the audit to
obtain reasonable assurance about
whether the financial statements are
free of material misstatement. An audit
includes examining on a test basis,
evidence supporting the amounts and
disclosures in the financial statements.
An audit also includes assessing the
accounting principles used and signifi-
cant estimates made by management,
as well as evaluating the overall finan-
cial statement presentation. We believe
that our audits provide a reasonable
basis for our opinions.

In our opinion, the financial
statements referred to above present
fairly, in all material respects, the
financial position of XYZ Cooperative
Owners Corp. as of December 31, 1991
and 1990, and the results of its opera-
tions and its cash tlows for the years
then ended in conformity with general-
ly accepted accounting prinicples.

XYZ Cooperative Owners Corp.
has chosen not to present the sup-
plementary information on future ma-
jor repairs and replacements that the
American Institute of Certified Public
Accountant’s has determined is
necessary to supplement, although is
not required to be part of, the basic
financial statements.
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