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CATEGORY 8, FINANCIAL OPERATIONS & OVERSIGHT



CATEGORY EIGHT: Financial Operations and Oversight

 Sound financial management of an agency is required to appropriately steward the use of public 
resources.

 How funds are used impacts the public’s willingness to continue to support entities through further 
public support.

 The financial bottom line is critical to organizations that are not profit oriented.

 Non-profit organizations must focus on the double bottom line – agencies must consider the 
financial bottom line as it delivers its mission bottom line.

 The agencies Governing Board performs a crucial role in monitoring finances and financial 
management.

 Clearly defined policies/procedures will ensure that the agency is making decisions at the right 
level, that internal controls are operating and that decisions are made in a transparent manner.



CATEGORY EIGHT: Financial Operations and Oversight

 Independent Certified Public Accountants perform audits to assess that the agency has followed its 
policies and procedures on a consistent basis and is in compliance with the laws and regulations 
required of organizations handling Federal and state grants.

 An annual audit apprises the Governing Board of the financial position of the organization.

 An annual budget is a financial plan for the agency and provides a tool for Governing Boards  to 
monitor progress against the financial plan throughout the year.

 A goal of financial stewardship is for the agency to comply with the necessary laws, regulations and 
contracts relevant to the agency.



Considerations for the Assessment Process

 Financial management and operations of an agency require a team of individuals 
with specific skill sets to ascertain compliance.

 Finance staff members and Board member(s) that have a financial background 
and interact with the agency’s auditors.

 Financial organization standards are more technical and specialized, and it is 
important for the review team to ensure a shared understanding of the assessment 
process to assure consistency in documentation and record keeping.

 Agencies should look for opportunities during the audit process or budget review to 
“fold in” assessment activities.



Considerations for the Assessment Process

 Financial assessment required for compliance evaluation also provides information 
that will help the agency respond to non-financial challenges as well.   Financial 
process help the agency develop business disciplines to assure successful program 
implementations.

 Financial assessment results in strong financial and operational documentation.  The 
process should create a portfolio of reports and schedules for future reference by 
employees and governing boards.  The documentation could also establish 
documentation of best practices that could result in a higher level of performance of 
services by multiple agencies involved in the same activity.



Private, Non profit

Public

Guidance:
• An audit is the professional opinion of a certified public accountant (CPA) that the financial 

statements are presented in accordance with generally accepted accounting principles.  
• An audit is an opinion, not a guarantee based on a sample of transactions reviewed.
• Generally accepted accounting principles (GAAP) is the framework that governs the accounting rules 

and the audit processes used in the audit.
• CAA’s are required to have a Single Audit.  This differs from a financial statement audit in that 

additional procedures are conducted to assess the entity’s use of internal controls and it’s adherence 
to compliance with laws, regulations and specific grant or contract requirements.

• CAA’s  should consider any specific State requirement for the audit.
• CAA’s must submit a summary report to the clearinghouse to be properly filed.
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Beyond Compliance

• The goal for the CAA is to receive an unmodified opinion.  Financial review teams should assess and 
correct any deficiencies that resulted in a modified audit opinion being issued.

• A management plan should address any non-compliance noted in the CPA’s review of internal controls
• Audited financial reports should be comparable to on-going financial reports presented on a regular 

basis to the governing Board.  Any significant discrepancies should be investigated by the financial 
review team.

• Financial review teams should address in any required report of difficulties encountered while 
conducting the audit.



91% of Agencies are currently meeting 

Standard 8.1

• A physical copy of the audit report and related information.

• An electronic receipt from the Federal Clearinghouse showing the date 
the audit report was submitted within the 9-month deadline, or 
correspondence from a state agency acknowledging receipt of the audit 
and related information within the 9-month deadline.

Documents to Support the Standard



Guidance:

 Conducting the audit and receipt of the audit report is only the first step in the accountability cycle.
 Audit reports must be submitted to the Federal Audit Clearinghouse (FAC) as well as any necessary state 

agencies.
 As important as the audit is what actions were taken with information presented in the report.
 While CAA’s strive for perfect compliance, how the agency responds to a finding is a true sign of its 

strength.
 The Board should receive the audit report as documented in the minutes as well as a management 

reports/corrective action plans that address all key audit findings.
 DHHS Grants Policy says “Recipients must follow a systematic method for ensuring timely and 

appropriate resolution of audit findings and recommendations.”
 Uniform Guidance also states “The auditee is responsible for follow-up and corrective action on all audit 

findings.
 Audit findings should be addressed and corrected by the entity before the next audit or the finding 

becomes even more significant.
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Guidance (continued):

• Many CAAs have multiple funders and oversight agencies.  It is important that the right corrective 
action plans be submitted to the correct organization to ensure that the deficiency can be 
appropriately cleared.

• The financial review team should follow up to assure that any corrective action plans developed 
have been fully implemented prior to the next audit.

• Remember that the audit is an opinion by the CPA who did the review.  It could be that the Board 
does not feel that the finding was appropriate or correct.  Management should document its 
position on disputed findings and meet with the auditor to reach resolution.
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Beyond Compliance

• In addition to the audit report, CPAs can be asked to issue a management letter to the Board as part 
of the audit.  While not a required component, the management letter contains recommendations 
for improvement in operations to enhance compliance or productivity.

• Boards should review Management Letter received and review any appropriate corrective action 
plans developed as a result of the recommendations.

Private, Non profit



88% of Agencies are currently meeting 

Standard 8.2

Documents to Support the Standard

 Completed audit report
 Board minutes should record the acceptance of the audit report.  
 Board minutes should also note any management responses/corrective 

action plans developed as a result of the audit report



Guidance:

 The appropriate relationship for the auditor is to report to the governing board and not 
the agency staff.

 The audit engagement should be approved and authorized by the Board although for 
convenience it may be signed by the agencies Executive Director or Chief Finance Officer.

 It is important that the auditor report directly to the board in order for the board to fulfill 
it’s key role of responsibility.

 The auditor should report out to the board or audit committee at the conclusion of the 
audit process.

 The form of presentation is not stipulated in the organizational standards and may be 
presented through the use of technology.
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Beyond Compliance:

 An audit committee provides a structure that ideally helps a board to take a “deeper dive” 
into the audit results.

 An audit committee serves as a liaison to the full board during the audit process.
 Most boards have limited financial backgrounds.  Providing basic training on how the audit 

process works, how to interpret financial statement, and how to interpret audit results 
builds overall board capacity and increases their ability to provide oversight and guidance 
to the agency.

Private, Non profit



91% of Agencies are currently meeting 

Standard 8.3

• Copy of the Audit report.

• Agenda of the governing board with the required item

• Minutes of the governing board meeting with highlights of the 
discussion of the audit presented by the CPA/Audit Firm.

• Printed or electronic copies of PowerPoint or other technology 
presentations if used.

• Copies of handouts/printed media presented to the board

Documents to Support the Standard



Guidance:

 The Board should take formal action receiving and accepting the audit.
 This process shows that the Board has accepted the results of the audit and commits itself to 

take action to correct any issues noted in the report.
 There are times when the Board receives but does not accept the audit when there is a dispute 

with the auditor or a specific finding.  In this case, the agency should apprise the State CSBG Lead 
Agency of the situation at the earliest reasonable time before the monitoring process begins to 
make arrangement for how to address the issue.

Private, Non profit



88% of Agencies are currently meeting 

Standard 8.4

• Completed audit report within required time frame

• Board minutes indicating receipt and acceptance of the audit

• Agenda with the packet provided to the Board

Documents to Support the Standard



Guidance:

• Organizational standards require that CAAs solicit bids for its audit at least every five (5) years.
• This standard does not mean that the audit firm must be changed every five years, but a 

process be conducted to solicit and review bids.
• The procurement process should follow the entity’s procurement policy.
• Proposal requests must specify the objectives and scope.
• Agencies must request a copy of the audit organization’s peer review report which the auditor 

is required to provide under Generally Accepted Government Auditing Standards (GAGAS).
• Proposals should be evaluated based on the responsiveness to the request for proposal, 

relevant experience, availability of staff with professional qualifications and technical abilities, 
the results of peer and external quality control reviews and price.

• Wherever possible, auditees must make positive efforts to utilize small businesses, minority-
owned firms, and women’s business enterprises in procuring audit services.

Private, Non profit



Guidance:

• Audit firms who prepare indirect cost proposals or cost allocation plans may not be selected 
to perform the audit when indirect costs recovered by the auditee during the prior year 
exceeded $1 million.

• The auditor reports to the Board and helps the Board meet its oversight responsibility, and it 
is paramount that the auditor understands that their only reporting relationship is to the 
Board.  The procurement process helps solidify the independent role of the auditor.

• It is important to understand any state or federal audit requirements that need to be specified 
in the procurement process.

• Simply asking the current auditor to provide a price quotation does not qualify as soliciting 
the audit.

Private, Non profit



70% of Agencies are currently meeting 

Standard 8.5

• Documents for procurement provided for the current year for 
an auditor, but no list provided who was requested to bid. 

• No documents to support a solicitation had been performed 
to date.

• No documentation on the selection process.

Documents provided that did not meet standard.



Documents to Support the Standard 8.5

• The CAAs procurement policy

• Copies of the request for proposals (at least 3) prepared by 
the CAA and submitted to potential auditors.

• Responses from replying CPA firms

• Scoring grid or evaluation sheet CAA personnel responsible 
for review of the proposal



Guidance:

• In addition to the year-end audit, an information tax return must also be prepared as 
part of the conclusion of the agency’s fiscal year.

• Tax form 990 is the informational return that must be filed annually.
• The form 990 has a focus on accountability and governance of the non-profit 

organization rather than determining a bottom line to compute income tax.
• A lack of filing of the Form 990 can result in the elimination of the agency’s tax exempt 

status.
• 990’s must be filed before the 15th of the fifth month following the end of the agency’s 

fiscal year.  It is possible to request a six month extension if necessary.
• The 990 form is subject to public inspection after it is filed.
• The entire board must receive an opportunity to review the filed Form 990.

Private, Non profit



67% of Agencies are currently meeting 

Standard 8.6

• Outdated IRS Form 990, not the current required 990

• Late filing of the IRS Form 990 without documentation 
requesting an extension to file later.

• No IRS Form 990 was submitted.

• No Board Minutes where the IRS Form 990 was reviewed, no 
documentation showing it was made available to the Board.

Documents provided that did not meet standard.



Documents to Support the Standard 8.6

• A physical or electronic copy of the Form 990

• Board agenda, Board meeting packet and Board minutes 
acknowledging review of Form 990

• Email to the Board members with required forms attached

• Physical log with Board signatures attesting to the fact they 
have reviewed the required forms.



Guidance:

• Accountability and financial stewardship are not just year-end requirements.  Periodic reports should 
be given to the Board to assist them in monitoring the financial stability and use of financial resources 
on an on-going basis.

• At minimum, Boards should be presented “Budget Vs. Actual for Revenues and Expenditures” and 
“Statements of Financial Position” (Balance Sheet) at each regular meeting.

• A key issue for financial reports is the timeliness of the information presented.
• Information presented in financial reports should be verified as of the last date covered by the report.
• The value of financial reports is minimal if old or outdated financial information is presented.
• The approved financial plan should serve to guide operations, thus a comparison of budget vs. actual 

reports progress throughout the fiscal year.
• Grant revenue and expenses by program is essential information needed for Board governance.
• The statement of financial position presents a snapshot of assets (things the entity owns), liabilities 

(things the entity owes), and the net assets (the difference between the two).  The desired situation 
that assets will exceed liabilities.

Private, Non profit



Beyond Compliance

• There are other financial reports that may be helpful to Boards in their governance
• Cash Flow Reports – The report shows the availability of cash for operations.  It reports 

how cash was generated and used by the organization.  Often sources and uses of cash in 
future periods is forecast and reported.

• Grant Status Reports – The report tracks spending as the work funded by the grant is 
progressing.

• Financial Dashboard – A report of key financial ratios or benchmarks the Board has 
determined are critical indicators of the organization’s financial health.

• Credit Card Expenditure Reports.

Private, Non profit



76% of Agencies are currently meeting 

Standard 8.7

• Board minutes did not detail the review of financial reports.

• Limited reports were provided to the Board, excluding revenue 
and expenses compared to budget.

• No financial reports were provided to the Board on a consistent 
basis.

Documents provided that did not meet standard.



Documents to Support the Standard 8.7

• Board agenda

• Board meeting packet with financial reports included

• Board meeting minutes

• Email to the Board members with the required reports attached; or

• Physical log with Board signatures attesting to the fact they have 
received the reports



Guidance:

• Agencies are required to comply with the employment laws of the United States and the 
employment laws of the state in which they operate.

• There is a significant risk to the entity in not complying with these laws and regulations.
• Agencies withhold income taxes from its employees and submits them to the appropriate 

government entity.
• The agency is only the middle person in the transaction and it is essential that payroll taxes are 

remitted in a timely manner.
• Withholdings from employee paychecks are not an agency asset but rather an employee asset.
• Typical withholdings include:

- Federal income tax withhold       - Unemployment taxes accrued
- State income taxes withheld - Retirement plan contributions withheld
- Health savings or flexible spending accounts

• Failure to make these required payments result in fines and other forfeitures and is a violation of 
Federal and/or state laws, presenting a significant financial risk to the organization.

Private, Non profit



Beyond Compliance

• The agency should consider a system that tracks the deadlines and actual submittal of all 
payroll related liabilities.

• The agency should consider a system of accountability to track the payroll process.  Payroll 
should be handled by a designated individual who has been properly trained.  Also the 
accounting system should have a payroll module, or the agency could use a Payroll Service 
Provider to handle payroll processing.

Private, Non profit



76% of Agencies are currently meeting 

Standard 8.8

• No documentation was provided to support the filing of payroll tax 
reports or payment of related payroll liabilities.

• No tax information was provided.

• No documentation on payment of fringe benefits was provided.

Documents provided that did not meet standard.



Documents to Support the Standard 8.8

• Payroll tax returns with email receipt from DOR

• Copies of checks or other documents showing that amounts withheld 
and were paid

• Retirement plan documentation that includes the billing

• Submittal forms to the retirement plan

• Flexible health spending or other similar plan documents

• Submittal forms for flexible health spending or other similar plans



Guidance:

• A cross-agency budget is the financial plan for an organization for the upcoming fiscal year.
• A budget provides the overall financial vision for where the agency is headed in the next year.
• Looking at how all of the grants come together for an agency budget is foundational to CSBG.
• CSBG is frequently the glue that holds a CAA together.
• CSBG funding frequently supplements program specific funding thus creating the need for 

budgeting on an organization-wide basis.
• An agency wide budget allows the Board to see the full cost of programs offered by CAAs.
• Producing one cross-agency budget shows that every person in the agency has a stake in 

making sure that all programs run effectively and efficiently.
• Cross agency budgets help bring down the “silos” of an agency.
• Agency budgets should be approved annually by the governing Board.  Any material budget 

adjustments should also receive Board approval.

Private, Non profit



Beyond Compliance

• Ideally the agency budget and strategic plan should be intertwined.  The budget is the 
financial resource plan while the strategic plan is the programmatic outline for the agency.  
Both go hand in hand.  High functioning agencies have budgets that can be overlaid with the 
strategic plan.

• CAAs are unique as they deliver multiple programs.  Participants in one program may be 
eligible to participate in other programs as well.  Delivering multiple programs decreases 
intake costs and assist the household in efficiently getting the assistance that they need.  An 
agency wide budget shows the relationship of managing multiple programs.

• It is important for organizations to review and adjust the budget for changes in funding levels, 
material cost increases, inclusion of new programs, or exclusion of programs that were 
budgeted.

Private, Non profit



53% of Agencies are currently meeting 

Standard 8.9

• No agency-wide budget was provided, used the CSBG Budget

• No Board minutes to demonstrate discussion/approval of 
agency wide budget

• Budget was approved by the Board for the CSBG application 
with no discussion in minutes to the Board Meeting for all 
programs.

Documents provided that did not meet standard.



Documents to Support the Standard 8.9

• Copy of the agency wide budget detailing all programs

• Minutes of the Board meeting where the budget was voted on 
and approved.

• Board Pre-meeting materials/packet/agenda



Guidance:

• Standards require than an agency have adequate policies and procedures in place to guide the 
running of an organization in compliance with any special rules in administering Federal and 
state grants.

• Standards also require that these policies and procedures be current and up-to-date.
• Well written policies provide the staff with a clear understanding of how transactions are to be 

conducted.  It enhances the efficiency and effectiveness of an agency’s work.
• The standard requires board approval of all changes made to fiscal policies when they conduct 

a review.  Staff should conduct a comprehensive review every 2 years and the Board should 
approve any changes noted during this review.

• Board approval of changes to policies and procedures is necessary to comply with this 
standard.

• Many agencies have committees to do the detail review with the staff.  Even here, the full Board 
must approve the work of its committees.

Private, Non profit



Guidance:
• NCAP Tool Kit suggestions on policies to include in Financial Policies Manual  include:

• Retention requirement for records (200.333)
• Procedures related to payment (200.305)
• Procedures for determining the allowability of costs (200.302)
• Conflict of interest (200.112)
• Maintaining property records (200.313)
• Procurement of goods and services (200.318)
• Travel reimbursement policy (200.474)
• Fringe benefits (200.431)

Private, Non profit



Beyond Compliance

• In addition to minimum requirements it is common place to have other policies and 
procedures documented:
• Information technology and software security and access
• General journal control and approval
• Financial statement preparation
• Accounting and financial estimates
• Cash control and reconciliation
• Grant administration and reimbursement request process
• Cost sharing, match and in-kind accounting

Private, Non profit



Beyond Compliance (continued)

• Fundraising policy
• Billing and invoicing policies
• Accounts payable management
• Credit card procedures
• Payroll and related policies
• Investment policies
• Debt management
• Budgeting
• Audit
• Insurance

• Agencies should compare their fiscal policies with other CAAs as well as to industry standards.
• Agencies should provide training to staff on fiscal policies.

Private, Non profit



67% of Agencies are currently meeting 

Standard 8.10

• No documentation that demonstrated when polices were 
updated

• No documentation that the Board reviewed or accepted 
changes to policies.

Documents provided that did not meet standard.



Documents to Support the Standard 8.10

• Copies of the agency policies and procedures with date for revisions on 
the policy

• Minutes of the Board meeting where the policies and procedures were 
approved

• Minutes of the Board where updates and changes to policies and 
procedures were approved as a result of the required bi-annual staff 
review.  

• Minutes of the Board reflecting that a 2 year review was conducted even 
if no changes were made.



Guidance:

• The procurement policy is the guidance provided to all staff on the appropriate procedures to 
follow in securing goods and services.

• CAAs have a responsibility to acquire goods and services at a reasonable price in a transparent 
manner.

• Prudent procurement policies balances securing a fair and reasonable price with acquiring 
quality goods and services.

• Entities must maintain oversight to ensure that contractors perform in accordance with the 
terms, conditions and specification of their contracts or purchase orders.

• Written standards of conduct should be maintained which cover conflicts of interest and which 
govern the actions of employees engaged in the selection, award and administration of 
contracts.

• Procurement systems should provide full and open competition.
• Procurement policies should encourage affirmative steps to assure that minority businesses, 

women’s business enterprises and labor surplus area firms are used when possible.

Private, Non profit



Guidance (continued):

• Procurement systems should provide full and open competition.
• Procurement policies should encourage affirmative steps to assure that minority businesses, 

women’s business enterprises and labor surplus area firms are used when possible.
• Purchases under $3,000 require equitable distribution of purchases among qualified 

providers.
• Purchases over $3,000 but under $150,000 mandate receipt of an appropriate number of rate 

or price quotations.
• Purchases over $150,000 require the agency receive sealed bids, competitive proposals, or 

noncompetitive proposals.
• CAAs should ascertain that the agency procurement policy satisfies all grants that are 

administered.
• Full board approval of the reviewed procurement policy is required even if the review was 

conducted by a Board committee.

Private, Non profit



Beyond Compliance:

• CAAs should compare agency procurement policies with other CAAs or 
companies in comparable industries.

Private, Non profit



73% of Agencies are currently meeting 

Standard 8.11

• Procurement policy was not updated based on 2 CFR Part 200.

• Documentation of Board review and acceptance was not provided via 
Board Minutes.

Documents provided that did not meet standard.



Documents to Support the Standard 8.11

• The updated or current procurement policy reviewed.

• Full board approval of the reviewed procurement policy is required

• Documentation that the Board has reviewed the Procurement policy as 
evidenced by

• Board agenda

• Board minutes with discussion

• Board pre-meeting packets with procurement policies attached



Guidance:
• Costs chargeable to a grant are either direct or indirect.
• Direct costs are expenses that directly benefit one program.
• Indirect costs are expenses that benefit most or all of the programs of an agency.
• The challenge is how much of the indirect charges should be pro-rated to each program, knowing 

that the program must benefit from the expense before it is an allowable cost.
• Cost allocation – Indirect costs are charged to “pools”, and the pools are allocated to the various 

grants on an allocation basis.
• De minimus Indirect – This new method may be an option for an agency that has never had a 

federally approved indirect cost rate.  All indirect costs are charged to a cost center and each grant is 
allocated a flat 10% of the total direct costs as an indirect charge.  The difference between the 
allocated amount and the total indirect costs flow to the non-profit.

• Indirect cost rate – Before the beginning of each fiscal year, the entity negotiates with the approved 
Federal agency to establish a federally approved indirect cost rate.  All indirect costs are charge to a 
cost center and then charges each grant this approved rate for indirect costs.   Again the difference 
between actual indirect costs and the allocated portion flows to the non-profit.

Private, Non profit



Guidance (Continued):

• Regardless of the method used, there must be documentation of the allocation 
plan (method of allocation).

• The method used must be used consistently and cannot change from month to 
month during the fiscal year.

Private, Non profit



91% of Agencies are currently meeting 

Standard 8.12

• Documents that details of the agency cost allocation plan

• Documentation of the approval of the indirect cost rate.

• Documentation that includes the proposal that includes the cost 
allocation plan supporting the indirect cost rate.

Documents to Support the Standard



Guidance:

• CAAs must have a written policy in place for the retention and destruction of records.
• CAAs produce a large amount of information and correspondence in a given year which can be 

costly to retain and store.
• It is prudent to have a policy in place that requires a minimum and maximum amount of time 

for record retention.
• IRS Form 990 asks if the organization has a written document retention and destruction policy.
• The record retention and destruction can be a stand-alone policy or may be part of a larger set 

of organization policies.
• The plan should address both paper and electronic records.
• Agencies should take prudent steps to assure that confidential records are destroyed in a 

secure manner.
• It is wise to have one record retention and destruction policy that applies to all departments, 

divisions or units of the entity.  This policy should be approved and reviewed in the same 
manner as Standard 8.10

Private, Non profit



88% of Agencies are currently meeting 

Standard 8.13

• Document – Record Retention and Destruction Policy

• Fiscal Policies and Procedures Manual with written Record Retention 
policy

Documents to Support the Standard


