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§242.58 Books, accounts, and financial
statements.

(a) Books and accounts. The mortga-
gor’s books and accounts relating to
the operation of the physical facilities
of the hospital shall be established in a
manner satisfactory to HUD, and shall
be kept in accordance with the require-
ments of HUD as long as the mortgage
is insured or held by HUD.

(b) Financial reports. The mortgagor
shall file with HUD:

(i) Annual audited financial state-
ments in accordance with the guidance
below;

(ii) Quarterly unaudited financial re-
ports, within 40 days following the end
of each quarter of the mortgagor’s fis-
cal year;

(iii) If requested by HUD, monthly fi-
nancial reports within 40 days fol-
lowing the end of each month;

(iv) Board-certified annual financial
results within 120 days following the
close of the fiscal year (if the annual
audited financial statement has not
yvet been filed with HUD) and at such
other times as HUD may designate on a
case-by-case basis; and

(v) Such other financial and utiliza-
tion reports as HUD may require.

(c) Audits. (1) Not-for-profit organiza-
tions shall conduct audits in accord-
ance with the Consolidated Audit
Guide for Audits of HUD Programs
(Handbook 2000.04) and OMB Circular
A-133 (Audits of states, local govern-
ments, and nonprofit organizations).

(2) For-profit organizations shall con-
duct audits in accordance with the
Consolidated Audit Guide for Audits of
HUD Programs (Handbook 2000.04).

(d) Changes in accounting policies. The
annual audited financial statements
shall identify any changes in account-
ing policies and their financial effect
on the balance sheet and on the income
statement.

(e) Compliance reporting. The mort-
gagor shall instruct the auditor of the
annual financial statement to include
in its report an evaluation of the mort-
gagor’s compliance with the Regu-
latory Agreement.

(f) Books of management agents. The
books and records of management
agents, lessees, operators, managers,
and affiliates, as they pertain to the
operations of the hospital, shall be

§242.61

maintained in accordance with Gen-
erally Accepted Accounting Principles
(GAAP) or Governmental Accounting
Standards and shall be open and avail-
able to inspection by HUD, after rea-
sonable prior notice, during normal of-
fice hours, at the hospital or other mu-
tually agreeable location. Every con-
tract executed on behalf of the hospital
with any of the aforesaid parties shall
include the provision that the books
and records of such entities shall be
properly maintained and open to in-
spection during normal business hours
by HUD at the hospital or other mutu-
ally agreeable location.

(g8) Medicare cost reports. Upon re-
quest, the mortgagor shall provide to
HUD a copy of the Medicare Cost Re-
port most recently submitted to the
Centers for Medicare and Medicaid
Services (an agency of the Department
of Health and Human Services), along
with related financial documents.

§242.59 Inspection
Commissioner.

The mortgaged property (including
buildings and equipment) and the
books, records, and documents relating
to the operation of the physical facili-
ties of the hospital shall be subject to
inspection and examination by HUD or
its authorized representative at all rea-
sonable times.

of facilities by

§242.61 Management.

The mortgagor shall provide for man-
agement of the hospital in a manner
satisfactory to HUD.

(a) Contract management. The mort-
gagor shall not execute a management
agreement or any other contract for
management of the hospital without
HUD’s prior written approval. Any
management agreement or contract
shall contain a provision that it shall
be subject to termination without pen-
alty and with or without cause, upon
written request by HUD addressed to
the mortgagor and management agent.

(b) Principals. HUD shall have the au-
thority to require that any principals
of the mortgagor, including but not
limited to board members of a cor-
porate entity, be removed, substituted,
or terminated for cause upon written
request by HUD addressed to the mort-
gagor.
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