EXEMPLARY LEGAL PRACTICES & POLICIES

GUIDEBOOK

TABLE OF CONTENTS
PART ONE:
DO THE RIGHT THING: HOW TO CULTIVATE A CULTURE OF
COMPLIANCE AND HIGH ETHICAL STANDARDS
PART TWO:
WORKING WITH ATTORNEYS

This Guidebook was created by Community Action Program Legal Services, Inc. (CAPLAW), in the performance of the
U.S. Department of Health and Human Services, Administration for Children and Families, Office of Community Services
Grant Number 90ET0429. Any opinion, findings, and conclusions, or recommendations expressed in this material are
those of the author(s) and do not necessarily reflect the views of the U.S. Department of Health and Human Services,
Administration for Children and Families.
This Guidebook has been prepared for general information purposes only. The information in this Toolkit is not legal
advice nor should it be relied on as such. Legal advice is dependent upon the specific circumstances of each situation.
© 2012 Community Action Program Legal Services, Inc. (CAPLAW)

EXEMPLARY LEGAL PRACTICES & POLICIES

GUIDEBOOK

PART I: Do the Right Thing

How CAAs Can Cultivate a
Culture of Compliance
and High Ethical
Standards

This Guidebook was created by Community Action Program Legal Services, Inc. (CAPLAW), in the performance of the
U.S. Department of Health and Human Services, Administration for Children and Families, Office of Community Services
Grant Number 90ET0429. Any opinion, findings, and conclusions, or recommendations expressed in this material are
those of the author(s) and do not necessarily reflect the views of the U.S. Department of Health and Human Services,
Administration for Children and Families.
This Guidebook has been prepared for general information purposes only. The information in this Guidebook is not
legal advice nor should it be relied on as such. Legal advice is dependent upon the specific circumstances of each
situation.
© 2012 Community Action Program Legal Services, Inc. (CAPLAW)

TABLE OF CONTENTS
PG. 4 - Section I.

Why Should CAAs Care about Ethics and Compliance?

PG. 5 - Section II.

What Can Happen if a CAA Ignores Ethics and Compliance?

PG. 6 - Section III.

How Can CAA Leaders Cultivate a Culture of Compliance and High Ethical Standards?

PG. 32 - Appendix A

Audit Committee Charter

PG. 41 - Appendix B

Contract Compliance Job Description

PG. 44 - Appendix C

Internal Audit Policies and Procedures

PG. 60 - Appendix D
Internal Audit Plan

PG. 66 - Appendix E

Performance Development Plan and Compliance Log

PG. 71 - Appendix F

Staff Development Webinars

PG. 74 - Appendix G

Weatherization Quality Control Sheet – Intake Compliance Review

Do the Right Thing: How to Cultivate a Culture of Compliance and High Ethical Standards

3

Section I. Why Should CAAs Care about Ethics
and Compliance?
Today, Community Action Agencies (CAAs) face unprecedented challenges due to an increased demand for their
services, decreased government funding, and intensified competition for that funding. In the wake of the Great
Recession and the American Recovery and Reinvestment Act (ARRA), CAAs are being held to higher standards
of accountability in terms of their ability to exercise effective financial oversight and stewardship, to comply
systematically with the many laws and regulations that apply to their operations, and ultimately, to demonstrate their
effectiveness in helping low-income people achieve economic security.

..it is more important
than ever for
CAAs to establish
and maintain a
strong ethical
culture within their
organizations.

Yet at the same time, a few CAAs have encountered ethical lapses and compliance crises that
have jeopardized their funding and required them to lay off staff, terminate programs and, in
some cases, close their doors. These disruptions have negatively affected not only the CAAs
and their employees, but also the individuals, families and communities they serve. The CAAs
involved in these situations may represent only a small portion of the nationwide network of
CAAs and the incidence of these challenges may be no more prevalent in this network than
in other networks of nonprofit or even for-profit organizations. Nevertheless, the publicity
resulting from these situations adversely affects the entire CAA network and fuels attacks by
critics of government programs for low-income people.

According to research by the Ethics Resource Center, a nonprofit that provides independent research on ethical
standards and practices,1 a nonprofit’s leaders can virtually eliminate their organization’s ethics risk by taking steps to
adopt a strong organization-wide ethical culture and to establish a well-implemented ethics and compliance program.2
Presumably, the same principle holds true for government entities and for-profit organizations.
In the face of limited government funding and increased scrutiny, it is more important than ever for CAAs to establish
and maintain a strong ethical culture within their organizations, to adopt policies and procedures that address the many
legal, financial and administrative requirements with which they must comply, and to implement effective systems
for complying with those policies and procedures. The purpose of this toolkit is to outline actions CAA boards and
management can take to achieve these goals.
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Section II. What Can Happen if a CAA Ignores
Ethics and Compliance?
The following example illustrates what can happen if a CAA lacks high ethical standards and a culture of compliance.

Example A:
A CAA serving a small city is facing a rash of allegations of misuse of funds and fraudulent activity that has
resulted in close to $1 million dollars in disallowed or questioned costs and layoffs of 28 employees, according
to press reports. The executive director has resigned and the board has been criticized in a state monitoring
report for failing to respond to concerns raised by former employees and the CAA’s former auditor.
Let’s look at what was going on (or not going on) at this CAA, according to the state report. The report faults
the CAA for: lacking internal controls; purchasing goods and services without competition and with an apparent
conflict of interest; using federal funds on unallowable costs; failing to understand key government grant
regulations and program rules; and backdating documents in order to obligate and expend approximately
$400,000 in grant funds after the contract period for those funds had ended.
Among the CAA’s main problems appears to have been a lack of internal controls. For example, the report notes
that the CAA had no overall policy that required, before a payment was made, assurance that it had not been
previously paid and that it was for an allowable cost under the terms of the grant and applicable regulations,
expensed to the correct vendor, allocated to the right grant(s) in the correct proportion, and supported by
documentation to justify the expenditure. This resulted in some obligations being paid twice or even three
times, according to the state.
The lack of internal controls was also reflected in the absence of procedures to ensure checks and balances.
The state’s report indicates that:
•
•
•
•

Many financial and contractual responsibilities were delegated to program managers with little or no
oversight.
There was no centralized system of routinely monitoring the activities of the CAA for compliance or
accuracy or to ensure that required reports were filed.
Neither staff nor the board received training in any formal way on the rules or their responsibilities.
Fiscal and employee manuals were complicated, contradictory, ambiguous and outdated.

Moreover, the CAA’s board, or at least some members, received evidence of compliance and control problems,
but did nothing, according to the state’s report. The board chair allegedly received documentation of concerns
about waste of expenditures and/or actions of the executive director from former employees and a letter from
the former auditor documenting lack of internal controls as the reason it withdrew its services from the CAA.
The executive committee was aware of these concerns, yet did not provide this information to other board
members or take action to address the problems, the report observes. The state faulted the board for not
having a policy for addressing allegations of fraud, waste, or abuse or a means for such concerns to be brought
to the board and for the full board to be notified of them and take action on them.
Perhaps most troubling of all is the allegation in the monitoring report that CAA staff, with the knowledge of
the executive director, backdated numerous client documents to make it appear that funds were obligated in
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the prior grant year, and thus eligible for payment out of that year’s grant funds. In addition, the state alleged
that CAA staff provided fuel assistance payments to or on behalf of clients who either did not request or
know that they were receiving the assistance or to clients who staff had not established were in need of the
assistance. According to the state’s report, both of these activities were done in an attempt to spend hundreds
of thousands of dollars of unexpended funds from that grant year.
What lessons can be learned from this troubling example? Most importantly, the tone at the top needs to be
one that emphasizes accountability, knowledge of procedures, compliance, and honesty. Failure to reinforce
these principles will be an open invitation to staff to cut corners for the sake of expediency, to avoid or never
learn program requirements, and to be sloppy in their attention to details like reconciling accounts and
documentation. Ultimately, it is the board’s responsibility to both know about these problems and address
them and, if necessary, change the executive team in order to do so. Another clear lesson to be learned is that
a written, well-considered financial and administrative manual, and good financial and client-tracking software,
implemented by competent, honest staff are essential. Finally, even if a CAA has good policies and procedures
on paper, they are not sufficient by themselves; there must be systems in place to ensure that the board and
staff understand and fulfill their role in assuring compliance and to monitor compliance on a regular basis.

Section III. How Can CAA Leaders Cultivate
a Culture of Compliance and High Ethical
Standards?
Following are 10 actions CAAs leaders can take to ensure compliance and ethical behavior throughout their
organizations:

These actions – which need neither be expensive nor complicated – represent a continuous process that can and should
be integrated into the organization’s existing operations. This toolkit describes each of these actions in further detail.
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1. Set the “Tone at the Top”
The “tone at the top” is the message about ethics and integrity that organization leaders send through their words and
behavior. Visible commitment by the organization’s board and senior management is essential to cultivating a culture
of compliance and high ethical standards.
Don’t Just Talk the Talk, Walk the Walk. While a code of ethics and organizational policies are important (see “Put
It on Paper” below), compliance is more than just having these documents in place. Members of a CAA’s board and
the management team should model the principles in the organization’s code of ethics and apply the code and
organizational policies consistently. If board members and management ignore or override the organization’s policies,
staff will get the message that the organization does not truly value compliance and ethical behavior.
[Before] I became the executive director … the [organization] had a sub-culture of entitlement and
ongoing “you pat my back and I will pat yours.” Within the first three months we hired legal counsel
and began the work of moving towards a culture of transparency and the sacred trust of being
accountable with public funds. – Executive Director of a Rural CAA
Keep in mind that modeling and reinforcing compliance and ethical behavior is a continuous, everyday process.
Managers and supervisors must lead by example.
It’s a daily thing, it’s not just about the big things. An example was last week we went to a training
conference … and I had a couple staff with [me]. … [A]t the check-out, they offered a box lunch that was
part of the conference registration fee. On the way back, one of the staff said … “Are we going to stop
and get lunch?” I said … “If we’re not eating the box lunch and we’re going to stop on the road, then
that’s our responsibility, not the [CAA]’s.” So, it’s not just about having these big policies, it’s about
doing it every day, even in the small things. – Executive Director of a Rural CAA
Get the Board on Board: Although it is not involved in the day-to-day management of the CAA, the board plays a critical
role in ensuring that the organization is operated ethically and in compliance with applicable laws, regulations and
contract terms. The following are some important steps a CAA board can take in this regard:
Prioritize Ethics and Compliance in Hiring and Evaluating the Executive Director: When hiring an executive director,
the board should ask candidates and their references about the candidates’ attitudes on ethics and compliance and
about situations in which the candidates demonstrated leadership in these areas. The board should also conduct a
background check of the chosen candidate before he or she is hired – including a criminal record check, a credit check,
and a check on www.sam.gov to determine whether the candidate is excluded from participating in federal awards and
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The board should evaluate
the executive director,
in part, on his or her
success in implementing
systems that promote
compliance and ethical
behavior throughout
the organization and in
addressing instances
of non-compliance or
unethical behavior.

contracts. (In addition, similar background checks should be required for other top
managers and for other employees with financial oversight responsibilities or access to
significant amounts of the organization’s funds.)
The board should evaluate the executive director, in part, on his or her success in
implementing systems that promote compliance and ethical behavior throughout the
organization and in addressing instances of non-compliance or unethical behavior. If
the board receives reports that the executive director has engaged in or approved
unethical or unlawful behavior, it should promptly investigate and take disciplinary
action if it is warranted (with the advice of legal counsel as necessary).

Adopt (or Update) and Adhere to Code of Ethics and Conflict of Interest and Whistleblower
Policies: The board should adopt (or update) a code of ethics for the organization, as
well as a whistleblower policy and a conflict of interest policy (see “Put It on Paper”
below). Board members should adhere to these documents and those who do not
should be removed or otherwise sanctioned for their failure to do so. To ensure that they understand these documents
and what it means to comply with them, board members should receive regular training with examples of what to
do and what not to do under the code of ethics and conflict of interest policy, as well as how to respond under the
whistleblower policy if someone approaches them with a concern about the organization’s compliance or ethical
practices.
Adopt and Monitor Compliance and Ethics Program:  The board should adopt a resolution:
•
•
•

Stating that the CAA is committed to the highest ethical standards and to complying with all applicable legal
requirements;
Outlining a program to ensure compliance with laws and ethical practices; and
Delegating responsibility for the program’s implementation to specific committees and individuals (see “Assign
Responsibility and Require Accountability” below).

This resolution should be communicated to staff, volunteers and clients. The board may choose to designate a board
committee (such as the audit committee) to oversee the compliance and ethics program. “It’s important for the board
to be behind the policies; organizations should not just generate policies from the staff level,” notes an attorney
interviewed by CAPLAW on exemplary legal practices.3
Communicate the Importance of Compliance and Ethics: The board and top management should communicate the
CAA’s commitment to compliance and ethical behavior through various means, such as memos, emails, newsletters,
the CAA’s internal website, meetings, and trainings. Written communications to staff, volunteers and clients about the
organization’s commitment to compliance and high ethical standards and its compliance and ethics program should
be signed by the board chair as well as the executive director. In addition, the board chair, along with the executive
director, should periodically address organization-wide meetings and emphasize the importance of compliance and
adherence to ethical standards. If it is not practical to hold organization-wide meetings (for example, because the staff
size is too large), the CAA could distribute a video of the board chair and executive director discussing these topics.
Take Action on Reports of Ethical or Compliance Concerns: It is the board’s responsibility to take action on ethical or
compliance concerns reported to it. Rather than burying their heads in the sand upon receiving such reports, as the
board members in Example A are alleged to have done, board members must take affirmative steps to notify the
appropriate board committee and the full board and to ensure that the concerns are investigated and addressed.
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2. Think Globally – Look at the Organization as a Whole
When implementing a compliance and ethics program, it is critical to look at the organization as a whole, rather than as
a collection of individual programs.
Assess Ethics Attitudes and Compliance Risks: A good place to start is by assessing current ethics attitudes and
compliance risks throughout the organization. Doing so will help a CAA identify and prioritize areas to address.

An effective way
to measure an
organization’s ethical
climate is to survey
board members, staff
and volunteers.

The Ethics Resource Center recommends that “Nonprofit boards and executives should
take steps to assess the present state of their organizations with regard to employee
understanding of standards, perceptions of accountability, prevalence of misconduct, and
strength of ethical culture.”4 For tips on conducting an ethics audit, see the National Council
of Nonprofit’s article on “Conducting an Ethics Audit at Your Nonprofit.”

An effective way to measure an organization’s ethical climate is to survey board members,
staff and volunteers. One survey CAAs can use is the online assessment of nonprofit
ethics developed by the University of San Diego’s Caster Family Center for Nonprofit and Philanthropic Research.
This survey helps nonprofits measure and benchmark the ethical climate of the organization in the areas of mission,
communication, organizational transparency, daily ethics behaviors, governance policies and practices, decision-making
and accountability.
In addition to surveys, a CAA can gather information on its ethical climate through means such as: informal discussions
with board members, staff, volunteers and clients; exit interviews with departing employees; client feedback and
complaints; and social media feedback from members of the public.
A CAA should also identify compliance risks as part of an overall risk assessment and management process. Some
helpful resources for CAAs in this area include:
•

•

•

“A New Tool for Agency-Wide Risk Assessment for Community Action” webinar on the Community Action
Partnership Risk Management Tool created by the national Community Action Partnership in coordination with the
Nonprofit Risk Management Center. The risk assessment tool itself is available in the Resource Bank of the CSBG
T/TA Resource Center.
“Risk Assessment Questions Every CAA Should Ask” webinar presented by Meliora Partners and the Texas
Association of Community Action Agencies (includes webinar recording, slides and “Warning Signs for Agency
Crisis: A CSBG Entity Self-Assessment” checklist).
“Risk Management: An Organizational ‘Flu Shot’” webinar and associated handouts presented by Meliora Partners.
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•

“Risk Assessment Toolkit: Quick Reference Guide to Risk Assessment Basics for Community Action Agencies” and
webinar “What’s Risk Got To Do With It? Risk Mitigation and Assessment for CAAs through IM 112” presented by
Kay Sohl of Kay Sohl Consulting for the national Community Action Partnership.

Another useful tool for assessing an organization’s tone at the top, risks and internal controls is Boise State University’s
Departmental Internal Control Self Assessment Checklist. Because this tool was developed for use in a university
setting, CAAs will need to modify it to suit their needs.
Once the assessment is complete, findings should be shared with board members, management staff, other employees,
and in some cases, other stakeholders, such as funding sources and clients.
These assessments are not one-time endeavors. CAAs should regularly and continuously assess their ethical climate
and compliance risks. The executive director of a rural CAA describes the processes her organization uses to assess risk:
We do an agency risk assessment once every two years and in between … there are certain parts of
that risk assessment that are built into our overall systems. For example, … we have integrated service
delivery so we have a weekly meeting with managers and coordinators that looks at our integrated
service model and the data associated with it. If I’m a manager and I’m going to be applying for …
money, I have to bring my service plan to that integration meeting to get it approved to show that … I’m
putting my service model in an integrated holistic system that the agency has created, and I also show a
risk grid to that group. That risk grid … assesses the level of controls that would be necessary to assure
compliance and quality in delivering the service. And where the risk level comes out on the grid, we
look then to see if the management controls that are built in are adequate.

An effective
ethics and
compliance
program should
be implemented
through
integrated,
organizationwide systems.

Develop Integrated, Organization-Wide Systems: An effective ethics and compliance program
should be implemented through integrated, organization-wide systems. Indeed, lack of such
systems was cited in the state-commissioned assessment report on the CAA in Example A above:
The extent to which [CAA] staff do not think in terms of management and internal control
systems was illustrated in analysis of the [LIHEAP] work flow. To gain an understanding of
the [LIHEAP] process from initial application to payment submission, the assessment team
convened a meeting of the program’s line staff and manager, financial staff, the finance
director and executive director. The analysis concluded that: no individual understood the
entire procedure, and no step in the process involved verification of the compliance or
accuracy of client and payment information.

Ensuring compliance requires implementing systems to demonstrate that regulations and policies are being followed
consistently. CAPLAW recently reviewed reports from the U.S. Department of Health and Human Services (HHS)
Office of Inspector General (OIG) on CAAs and Head Start grantees, as well as Community Services Block Grant (CSBG)
monitoring reports from states. An overarching theme in these reports is the importance of implementing processes
and procedures – from criminal record checks to property inventory, to safety inspections and fiscal procedures – to
ensure that all employees know:
•
•
•

10

What the policies are;
How to comply with them; and
How to demonstrate compliance, including how to consistently document that policies are being followed.
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The importance of effective systems is highlighted by the Office of Head Start’s current emphasis on evaluating
programs’ management systems. For example, the FY 2012 Head Start monitoring tool notes that it was revised
to “place a greater emphasis on the systems programs have in place to enhance the quality of the delivery and
management of program services.”5 Starting in FY2012 a section on management systems was incorporated into the
monitoring tool.
The executive director of a rural CAA sums up the importance of a systems approach to her organization: “[We]
show and teach management that every action needs to be put into an overall systemic approach. We do nothing
independent of a system.”

3. Put It on Paper
Written policies and procedures memorialize the organization’s commitment to compliance and ethics and help board
and staff members understand how to act in accordance with that commitment. A code of ethics and whistleblower
policy are the foundation of the organization’s compliance and ethics program. Together, they set forth the
organization’s ethical values and expectations, provide a means for reporting ethics and compliance concerns and
prohibit retaliation against those who report such concerns in good faith.
Code of Ethics: According to the Panel on the Nonprofit Sector’s “Principles for Good Governance and Ethical Practice”:
Each organization should … have a code of ethics that outlines the practices and behaviors that its staff,
board, and volunteers agree to follow. The adoption of such a code, though not required by law, helps
demonstrate the organization’s commitment to carry out its responsibilities ethically and effectively.6
A good starting point for CAAs is the Community Action Code of Ethics developed by the national Community Action
Partnership. Another sample code is the Ethics Resource Center’s Code of Conduct. For suggestions on developing a
code of ethics, see:
•
•

The Complete Guide to Ethics Management, Ethics Tools: Codes of Ethics, by Carter McNamara of Authenticity
Consulting; and
The Ethics Resource Center’s Ethics Toolkit.

Once the code of ethics
has been adopted, the
CAA should “include a
discussion of the code
of ethics in orientation
sessions for new board
and staff members
and volunteers, and
should regularly address
adherence to the code in
their ongoing work.”

Once the code of ethics has been adopted, the CAA should “include a discussion of the
code of ethics in orientation sessions for new board and staff members and volunteers,
and should regularly address adherence to the code in their ongoing work.”7

Note that some organizations distinguish between a code of ethics and a code of
conduct. A code of ethics is generally “a statement of objectives or aspirational values
that guide organisational behaviour.”8 The following excerpt from the Community
Action Code of Ethics exemplifies the type of language that might be included in a
code of ethics: “We commit ourselves to … [d]emonstrat[ing] the highest standards of
personal integrity, truthfulness, honesty, and fortitude in all our Community Action
activities in order to inspire confidence and trust in the Community Action movement.”
A code of conduct, in contrast, generally “prescribes specific behaviours for individuals,
referring to what they can and cannot do relevant to their role in the organisation.”9
For example, a code of conduct might specify, among other things, that “No director,
officer, or employee shall make use of CAA’s services, property or facilities for any purpose that is not related to CAA’s
operations.” Some organizations may combine a code of ethics and a code of conduct into one document, while others
may have two separate codes.
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Whistleblower Policy: A CAA should also adopt and implement a policy that encourages employees, volunteers,
clients and vendors to report ethics and compliance concerns. As noted by the Panel on the Nonprofit Sector, “[s]uch
policies can help boards and senior managers become aware of and address problems before serious harm is done to
the organization.”10 Simply saying that “We have an open door policy” is not enough. The whistleblower policy should
specify to whom reports should be made.
Our [CAA] has an open door policy. We talk about that at new employee orientation. … I spend some
time reminding program directors that we do have an open door policy because from time to time I
will hear that program directors frown upon employees coming to the [executive director or another
senior manager] to express some concern. … [F]irst and foremost, we would like them to have developed
a relationship … with their program supervisors such that they can go to them with the question or
concern. But if they go to them and it’s not addressed, they can go one step up either to HR or to [the
executive director] … and, ultimately, to the extent that’s not acceptable, then the board is there. – COO
of a Suburban CAA
The policy should also provide a means for reports to be made anonymously, such as through a hotline or online
suggestion box. However, individuals who report concerns should be encouraged to disclose their identity in order to
permit a more complete investigation.
The policy should prohibit retaliation against those who make reports in good faith and should include or be
accompanied by clear procedures for documenting, investigating and taking appropriate action on issues reported.
The CAA board and senior management should communicate the policy to employees, volunteers, clients and vendors,
so they understand how to report concerns and know that they will not be retaliated against for reporting. Board
members, supervisors and others designated to receive reports should be trained on how to respond to them.

Every CAA should,
and in many cases
is required to, have
a written policy that
addresses conflicts
of interest.

A sample policy is available on CAPLAW’s website. For more information on whistleblower
policies, see CAPLAW’s “Tools for Top-Notch CAAs,” Section 6: Adopting a Whistleblower Policy,
and listen to a recording of CAPLAW’s “Whistleblower Policies” webinar.

Conflict of Interest Policy: CAAs should, and in many cases are required to, have a written
policy that addresses conflicts of interest. Some CAAs adopt two conflict of interest policies
– one for board members and the other for staff. With a written conflict of interest policy or
policies, CAA boards and staff will be less likely to adopt an ad hoc approach to conflicts that
could result in ethically questionable and potentially illegal transactions, or reasonable and defensible transactions
that lack sufficient documentation to withstand scrutiny.
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For suggestions on drafting and implementing conflicts of interest policies and for sample policies, see CAPLAW’s
“Tools for Top-Notch CAAs,” Section 5: Dealing with Conflicts of Interest, and listen to a recording of CAPLAW’s
“Roadmap for Resolving CAA Conflicts of Interest” webinar.
Keep in mind that grant administration standards for organizations receiving federal grant funds11 require grantees
to maintain written standards of conduct governing the performance of their employees engaged in the award and
administration of contracts.12 These rules prohibit employees, officers and agents of organizations receiving federal
grant funds from participating in the selection, award, or administration of a procurement contract paid for with those
funds if they have a real or apparent conflict of interest. For this purpose, a “conflict of interest” occurs whenever:
•
•
•
•

an employee, officer or agent of the organization;
a member of his or her immediate family;
his or her partner; or
an organization that employs or is about to employ any of the parties described above

has a financial or other interest in the firm selected for an award. In addition, these rules prohibit
gifts from vendors other than those of nominal value. Grantees are permitted to set standards
for situations in which the financial interest is not substantial or the gift is an unsolicited item of
nominal value. The standards of conduct must also provide for disciplinary actions to be applied
where the standards are violated.13

One way to
ensure that
policies are
followed is for
those affected
by the policies
to be involved
in the drafting
process.

To ensure that these standards are followed, they should be included in conflict of interest policies
or codes of conduct that apply to officers, agents and employees. In addition, it is a good idea to inform vendors and
potential vendors of these rules. Covered individuals – particularly those employees who have a role in selecting
vendors and administering vendor contracts – should receive training on these rules and how to comply with them.
Other Policies: A CAA should adopt and implement other written policies that reflect current applicable legal rules.
Examples of these policies include: personnel policies; fiscal policies and procedures; and policies on procurement,
travel reimbursement, equipment inventory, and records management.
Suggestions on Drafting and Implementing Policies: When developing policies, a CAA should think about whether
it can implement and enforce them. As is often said, “It is worse to have a policy that is not followed, than to have no
policy at all.” This problem is illustrated by the CAA in Example A above, which was faulted in a state-commissioned
assessment report because:
[CAA] has written personnel policies, which are too detailed and complex, on one hand, and often
ambiguous on the other. Both conditions make application and enforcement of the policies problematic.
It was apparent from discussions with staff that the document is not well understood and infrequently
consulted.
One way to ensure that policies are followed is for those affected by the policies to be involved in the drafting process.
An attorney interviewed by CAPLAW on exemplary legal practices recommends soliciting input from staff when
developing policies:
It’s important to get staff on board with the policies being adopted and find out what they are currently
doing and can do; it shouldn’t be top-down enforcement. Some clients appoint a task force.
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Policies should be clearly written, using “plain English,”14 and, where possible, include real-life examples. For
information on writing policies and procedures, see Utah Valley University’s Policy Writing Guide and the book How to
Write Policies, Procedures & Task Outlines (3rd ed.) by Larry Peabody.
Many CAAs use sample policies from other organizations and from the Internet. It is important for a CAA to review
sample policies thoughtfully and work with an attorney in its state to modify the policies as necessary to meet the
CAA’s individual needs and to comply with applicable federal and state laws and regulations that apply to the CAA, as
well as with the terms and conditions of its agreements with government funding sources.
CAAs surveyed by CAPLAW on exemplary legal practices and policies,15 stress the importance of working with an
attorney in reviewing, drafting and updating organizational policies.
We have an attorney available to us at any time. We frequently discuss policies and the need for
policies with her ... Having an attorney available is essential, in my opinion. – Executive Director of a
Suburban CAA
We work with our attorney who reviews the policies to see if they need to be updated. – Executive
Director of a Suburban CAA
As a county department the State’s Attorney reviews our policies. – Executive Director of a Suburban
Public CAA
Effective documentation and record-keeping on adoption and implementation of policies is also key. An attorney
interviewed by CAPLAW observes that:
The organization must be able to show when the policy was adopted and became effective and to
show how and to whom it was communicated. Enforcement becomes much more difficult when the
organization is unable to counter the inevitable ‘I never got that’ defense.
To this end, a CAA should require board members, employees, volunteers and any other individuals subject to its
policies to sign an acknowledgement indicating that they have received those policies, reviewed them and agree to
follow them.

4. Assign Responsibility and Require Accountability
Job descriptions
for individual staff
Ensuring ethical behavior and compliance is the duty of all CAA board members, staff
members should
and volunteers. However, it takes more than just assuming that individuals will “do
include responsibilities the right thing.” To promote accountability, a CAA should assign specific compliance
related to ethics and
responsibilities to particular groups and individuals - such as board and staff committees,
compliance and all staff senior leaders, managers, supervisors and front-line staff. A CAA should also take steps to
should be evaluated on be sure these groups and individuals understand those responsibilities. Board and staff
committees should have charters that lay out their authority and duties. Job descriptions
how they fulfill those for individual staff members should include responsibilities related to ethics and
responsibilities.
compliance and all staff should be evaluated on how they fulfill those responsibilities.
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Board Compliance Committee: One way for the board to exercise effective oversight over compliance and ethics is to
designate a board committee (such as the audit committee) that:
•
•
•

Receives regular reports from management on the compliance and ethics program (including reports on
compliance and ethics concerns and how they are being addressed) and discusses those reports;
Periodically reports to the full board on the program; and
Makes recommendations to the full board and management on improving the organization’s compliance and
ethical climate and on addressing compliance and ethics problems.

This committee might also be a contact for whistleblower reports of ethics and compliance concerns. For an example of
the audit committee charter of a CAA that includes oversight of the organization’s compliance with legal and regulatory
requirements and ethical standards as one of that committee’s duties, see Appendix A.
Management Compliance Committee: At the management level, establishing a committee of department heads and/or
other senior managers (including, at a minimum, the executive director and finance and human resources directors) will
facilitate oversight of ethics and compliance on an organization-wide basis and demonstrate their importance to the
organization. This committee should report to and work with the board committee described above and should take the
lead in:
•
•
•
•
•
•

Assessing the organization’s ethical culture and compliance;
Establishing compliance systems;
Addressing compliance concerns;
Coordinating communication on compliance matters;
Providing training to board, staff and volunteers; and
Monitoring compliance.

Compliance Officer: Some CAAs also designate a senior manager as the point person for coordinating compliance
throughout the organization, either as their full-time job (such as a compliance officer or an internal auditor) or in
addition to other job responsibilities. This person should regularly report on compliance and ethics matters to the
board.

Example B:
In a suburban CAA, the chief operating officer (COO) is tasked with managing organization-wide compliance.
The human resources (HR), fiscal, information technology (IT), and contracts departments report to him and he
coordinates and manages those functions. In addition, this COO’s compliance duties include:
•
•
•
•
•
•

Understanding and staying current on requirements of applicable laws, regulations, and contract terms;
Educating other staff on those requirements and on the organization’s policies;
Reviewing contracts and other legal documents;
Drafting and communicating organizational policies;
Checking to be sure the organization’s procedures are being followed; and
Ensuring that the board understands its role and complies with the rules that apply to it.

The individual currently holding this role was trained as an attorney, but also had previous experience running
various programs for the CAA. He explains, “As a compliance officer, [I] understand not just technical rules,
regulations and policies, but … how they intersect, or need to intersect, with operations of programs on a dayto-day basis.”
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Example C:
Another suburban CAA has a contracts compliance officer whose duties include:
•
•
•
•

Reviewing grant proposals, award documents, and contracts for documentation, reporting and other
requirements and communicating those requirements to others on the management staff;
Drafting and reviewing agreements with partner organizations and contracts with vendors;
Auditing program files; and
Drafting organizational policies.

See Appendix B for a complete job description for this position. The person who currently holds this position
was also trained as attorney. While it is helpful for a compliance officer to have legal or financial training, it is
not essential.

Example D:
An urban CAA has an internal audit department that includes two professional auditors. The CEO of this
CAA says:
When I arrived at [the CAA] I discovered this gem of a staff person, serving in name though not fully
in the capacity of Internal Auditor, located two levels down deep within the Finance Department.
Seems to me obvious, that a fully functioning Internal Auditing Department: (1) would be a very
good thing for any [CAA] and especially one this size [with an annual budget of approximately
$160 million] and (2) an Internal Auditor needed to be independent of the Finance Department.
So, literally, three days after my arrival, I moved the Internal Auditors into space out of Finance and
near the executive offices, and created an independent Internal Auditing Department. [The] Internal
Auditor was given the responsibility to create the department, which to me meant: developing
Internal Audit policies and procedures, creating a charter for the Board’s Audit Committee, and
creating an annual audit plan.
The person who currently serves as the internal audit director is a Certified Internal Auditor (CIA) and
a Certified Government Auditing Professional (CGAP). She started out at the CAA as an accountant in
the finance office, then was promoted to staff auditor and then to internal audit manager in that office,
before assuming her current role. Her duties include:
•
•
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Planning, organizing, carrying out and overseeing the internal audit function including the
development, preparation and implementation of a risk-based audit plan;
Reporting to both the CEO, the audit committee of the board and the full board on policies, programs
and activities of the internal audit department;
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•
•
•
•
•
•
•

Working with the CEO, executive management and board of directors to ensure a system is place which
ensures that all of the CAA’s major risks are identified and analyzed on an annual basis;
Providing management and the audit committee with an opinion on the CAA’s internal controls;
Coordinating coverage with the CAA’s external auditors and ensuring that each party is not only aware
of the other’s work but also well-briefed on areas of concern;
Making recommendations on the systems and procedures being reviewed, reporting on the findings and
recommendations and monitoring management’s response and implementation;
Reporting on the value for money that the CAA obtains in all its activities, with special regard to
economy, efficiency and effectiveness;
Conducting any reviews or tasks requested by the audit committee or CEO, provided that such reviews
and tasks do not compromise the independence or objectivity of the internal audit function;
Providing direct supervision and maintaining a professional internal audit staff with sufficient
knowledge, skills and other competencies to meet the requirements of the CAA’s policies and
procedures;

This CAA’s internal audit policies and procedures manual is attached as Appendix C and its audit plan
for Fiscal Year 2012 is attached as Appendix D.
Compliance Responsibilities of Top Managers: Top CAA managers also play an essential role in compliance.
Maintaining compliance with all state and federal regulations is the responsibility of each department
head. In addition, the CFO is responsible for all fiscal matters including [fiscal] reports to funding
sources. … The human resources director is responsible for employment law compliance and reporting.
– Head Start Director, CFO and HR Director of an Urban CAA
This role should be outlined in the job descriptions for these positions. In addition, the executive director or his or her
designee should discuss with the heads of administrative and program departments their responsibilities regarding
compliance and what is expected of them in fulfilling those responsibilities.

Two positions are
particularly critical
to ensuring a CAA’s
compliance with applicable
laws and regulations: an HR
director or manager and a
CFO or fiscal director.

Prior to my coming here, this [organization] was driven by its programs. …
Administrative units [such as HR and fiscal] had developed a kinship with
the programs funding their positions [through the indirect cost rate]. It was
a challenge getting HR to understand that they have to act independently of
programs and not take direction from program directors. I try to get the fiscal
department to understand that with fiscal matters, the buck stops with them.
… For many years, they didn’t understand that they were gatekeepers. They
were protective of the programs, rather than trying to be protective of the
organization of which they are a part. – COO of a Suburban CAA

Two positions are particularly critical to ensuring a CAA’s compliance with applicable laws and regulations: an HR
director or manager and a CFO or fiscal director. Due to the many employment laws with which CAAs must comply and
the potential for costly employment claims, a CAA should seriously consider hiring an experienced HR professional. The
executive director of a smaller, rural CAA describes hiring the organization’s first HR manager as one of the steps she
has taken to improve the organization’s compliance:
We did not have a human resources manager until about two … years ago … The human resources stuff
was something that I had been doing and, really, to keep up with the rules and regulations, it’s almost
impossible for an [executive director] to do that well. So, I created [the HR manager] position and that
person is the one that keeps up with all the human resources information ….
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The complexity of CAA finances and the myriad requirements that apply to their government grant funds also mean that
it is important for a CAA to have either an experienced financial professional (e.g., a CFO or fiscal director) on staff or,
for small CAAs, a consultant who fills that role16. That person must be familiar with the federal cost principle circulars17
and the uniform federal grants administrative requirements.18 If a CAA’s financial professional is not familiar with those
rules, he or she should receive training on them as soon as possible.19
Job Descriptions: Compliance and ethics responsibilities should also be included in job descriptions for all staff,
including managers, supervisors and front-line staff. Managers and supervisors should be tasked with educating those
who report to them about their compliance and ethics responsibilities and how to fulfill them.
Performance Evaluations: Including compliance and ethical behavior as a factor in performance evaluations is a
particularly effective way to ensure that staff are fulfilling their responsibilities in these areas. The Ethics Resource
Center recommends making ethical leadership a part of performance evaluations, particularly for managers. According
to the Center’s 2011 National Business Ethics Survey:
The development of a strong ethics culture is largely shaped by the actions of senior executives and
immediate supervisors. The most effective way to promote these leadership behaviors is to implement
performance standards for managers with specific behaviors that are evaluated and rewarded.20
About half of CAAs that CAPLAW surveyed on exemplary legal practices include compliance as a factor in performance
evaluations. Here is an example of how a rural CAA evaluates its employees on how they fulfill their compliance
responsibilities:
We do quarterly performance development plans (PDPs). Each individual staff person’s job is reviewed
and if they are having performance issues of any kind, it’s identified at that time, or if they are doing
well, it’s identified. Compliance is the top category on the [evaluation] form. ...Every staff person
attaches to this [form] … a list that contains the[] basic compliance items that they are responsible for.
Every staff person has a list of the compliance items that they’re responsible for on a daily, weekly,
monthly, bi-monthly, quarterly and annual basis. … Every staff person knows that they have certain
things that they have to do.
See Appendix E for a sample of this CAA’s performance development plan and log for listing a staff person’s compliance
responsibilities.

5. Communicate, Communicate, Communicate
A CAA’s compliance and ethics program will only be successful if it is effectively communicated to the CAA’s board, staff
and volunteers. The COO of a suburban CAA who is responsible for compliance in his organization notes that:
Communication, communication, communication is the key. There’s got to be an open dialogue with all
of the stakeholders ... I’ve found there’s got to be a relationship developed by the person or persons
who are primarily responsible for compliance with the stakeholders, such that the stakeholders know
that you’re not trying to play a game of “gotcha.”
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As discussed above under “Set the Tone at the Top” and “Put It on Paper,” a CAA’s board and top management should
communicate and reinforce the CAA’s commitment to compliance and ethics as well as the details of its organizational
policies and procedures. In addition, they should educate board members, staff and volunteers on how to obtain
information and advice on dealing with ethical and compliance questions and how to report concerns and violations on
these matters.

A CAA’s board and top
management … should
educate board members,
staff and volunteers on
how to obtain information
and advice on dealing with
ethical and compliance
questions and how to
report concerns and
violations...

Means of Communication: There are a variety of ways for a CAA to convey its policies
to staff and volunteers. When asked how they communicate their legal policies to
staff and volunteers, CAAs surveyed on exemplary legal practices indicated that they
do so through a variety of means:
•
•
•
•
•
•
•
•

Distributing copies (in personnel manual, memos, email, Intranet etc.);
Discussing at staff meetings;
Reviewing at staff orientation;
Providing formal training to HR staff and supervisors;
Providing formal training to other employees;
Supervisors communicating to staff and volunteers informally;
Reviewing at volunteer orientation; and
Providing formal training to volunteers.

Communicating the organization’s ethical and compliance expectations begins on day one, with an orientation for new
hires.
As staff enter the [CAA], they go through an enrollment day where certain things like the code of ethics
is reviewed with them and the personnel policy manual is given to them and they’re shown where key
pieces of information are. We stress certain things like the whistleblower policy for them at that time,
so that as they enter into the organization, they’re given the key policies. – Executive Director of a Rural
CAA
Every employee has an employee handbook and all of our policies are in that handbook. When you
are hired, your first day at the [CAA] you get an agency orientation and all those policies are reviewed.
Then, within 14 days of employment, you’re going to have a divisional and a service orientation where
all those policies are again reviewed, as well as the protocols governing your job and helping you to
understand the systems and regulations pertinent to your own job. Then you’re mentored for your first
year. – Executive Director of a Rural CAA
Keep in mind that it is also important for staff who are transferred to new positions to receive an orientation when they
assume their new responsibilities.
CAAs stress the importance of regular staff meetings and development days in communicating compliance
responsibilities.
We use monthly … administration meetings as a forum for discussion of how compliance is important
and needs to be a priority within departments and how to accomplish that compliance. – CFO of an
Urban CAA
[We post] personnel policies and procedures … on our [CAA]’s document server (Outlook Public Folders).
– HR Director of an Urban CAA
[We] … review and discuss [policies] at monthly staff meetings. – HR Director of an Urban CAA
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When we issue a new policy, it is distributed to all staff. The department heads will go out and discuss
the ins and outs of a particular policy. I will either go to departmental meetings or to sites. – COO of a
Suburban CAA
Almost all teams have at least quarterly, if not monthly, meetings where they review compliance
within the program area. I have monthly meetings with program directors, with the CFO, [and] the lead
accountant for the program and we review every budget for every grant to make sure that those are
where they’re supposed to be and that that’s in compliance. – Executive Director of a Rural CAA
When reviewing the organization’s policies with staff, top managers should be sure to publicize the consequences for
compliance and ethics violations.
In addition to formal meetings, managers and supervisors should work informally with individual emplyees to help
them understand how to fulfill their compliance responsibilities. For example, the COO of a suburban CAA notes that he
spends “a lot of time with not only program directors, [but also] … with other staff members … to answer questions, to
explain policies and procedures to them.”
Contrast these recommendations and practices with an observation from the state-commissioned assessment report on
the CAA in Example A above: “The [assessment] team found no records of meetings of program staff, of all-staff training
days, or regular use of face-to-face communication.”
Managers should encourage discussion of ethics issues at staff meetings and when meeting informally with staff.
For example, managers and supervisors might describe ethical issues they have faced and how they resolved them.
Discussing brief case studies of ethical issues can be another way to help employees learn how to handle ethical
dilemmas.21

Train
supervisors
and other
managers in
the proper
responses to
retaliation.

No Retaliation: Managers and supervisors should also reassure staff and volunteers that they will
not be retaliated against for good faith reporting and that, in fact, the organization will support
them in their ethical actions. The Ethics Resource Center recommends the following:
Revisit your company’s non-retaliation policy to make sure it is well understood across
the company and working effectively. … [P]ublicize retaliation policies and make clear that
retaliation is itself a serious form of misconduct that will not be tolerated. Train supervisors
and other managers in the proper responses to retaliation as well as behavior that might
be perceived as retaliation even when that’s not the intent. And, of course, thoroughly
investigate all reports of retaliation.22

Recognition of Exemplary Behavior: Publicly recognizing employees who exhibit exemplary compliance and/or ethical
behavior is an effective way to reinforce this behavior. For suggestions on how to do this, see the Society of Corporate
Compliance and Ethics publication “Using Incentives in Your Compliance and Ethics Program.” Keep in mind that, in
recognizing the employee, it is important to describe the behavior for which he or she is being recognized, in order to
demonstrate to other employees specific actions they can take to live up to the CAA’s commitment to compliance and
ethics.
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6. Get Up-to-Speed and Stay Up-to-Date
A critical component of a compliance and ethics program is training to be sure that the board, management and other
staff understand the rules and requirements that apply, how to comply with those rules, and how to implement effective
compliance systems.
Staff Training: Staff training is a proactive step that many CAAs have found crucial to ensuring an ethical and compliant
workplace. Over half of the CAAs responding to CAPLAW’s exemplary legal practices survey stated that they provide
regular training on their policies. In answering the question, “Are there any legal practices and policies that your
organization has found particularly beneficial to have implemented?” CAAs surveyed by CAPLAW responded:
Definitely staff training has had the greatest benefit. We try to incorporate group trainings in monthly
staff meetings, send staff to outside trainings appropriate to their positions and responsibilities, do
webinars and take advantage of free resources available. – Executive Director of a Rural CAA
Use of webinars and regular training days for all team leaders …. Sending staff to conferences, state
networks on HR and fiscal in particular. – Executive Director of a Rural CAA
Training supervisors should be a priority. The Ethics Resource Center recommends that employers:
Focus on supervisors who are the critical actors that set expectations for their direct reports,
conduct evaluations, and are most likely to receive initial reports of misconduct. Develop specialized
supervisor training on how to support ethical conduct by employees, how to properly handle reports of
misconduct, and strategies for reducing retaliation.23
CAAs surveyed by CAPLAW describe the training they provide to their supervisors and managers:
We provide ongoing training for supervisors on how to implement our policies in a fair and consistent
manner, and then hold them accountable. – HR Director of an Urban CAA
Supervisors are provided training each summer as both refreshers to policy, but also updates to new
laws affecting HR or fiscal matters. – Head Start Director of an Urban CAA
Department heads are encouraged to make sure that all managers attend training on fiscal compliance
if they are involved in any activities with a fiscal component such as purchasing, payroll or accounts
receivable. – CFO of an Urban CAA
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We have two staff development days a year … they’re mandated trainings. We also do a manager’s
coffee talk once a month and that’s training related. And, we have a management meeting once a
month and the second half of that day is training related. We have a heavy emphasis on training. –
Executive Director of a Rural CAA
Board Training: Regular board training is important as well. More than three-quarters of the CAAs responding to
CAPLAW’s exemplary legal practices survey indicated that they provide training opportunities to board members at
least annually. Nearly one-third provide training two to four times per year and nearly one-fifth provide training at
every board meeting.
The executive director of a rural CAA notes that her board conducts training at every board meeting for about 20 to
30 minutes. Usually, the training is conducted by staff, but about 20 percent of the time, it is conducted by outside
professionals (such as the CAA’s auditor training on how to read an audit).

Informal training
may occur through
discussions at staff
meetings, on-thejob instruction,
feedback, and
mentoring.

The CFO of an urban CAA interviewed by CAPLAW describes the fiscal and compliance training
her organization’s board receives: “All board and policy council members are provided
opportunities to attend fiscal and compliance trainings as available and board officers are
provided with opportunity to attend national trainings such as CAPLAW.”
Training customized to the CAA, its operations and its board is preferable. Training will be most
effective if it compares the CAA’s actual practices to best practices and includes checklists,
self-assessments, post-training action lists and follow-up to ensure that the board and CAA
management are taking action on areas identified for improvement as a result of the training.

Training Format: Training can take many forms and can be formal or informal. Informal training may occur through
discussions at staff meetings, on-the-job instruction, feedback, and mentoring.
Formal training may occur at conferences, via webinars and online training modules, at customized on-site
presentations, or at staff meetings. Some CAAs also obtain training through their insurance carriers. Examples of other
formal training events include conferences and webinars presented by:
•
•
•
•
•
•
•

CAPLAW;
The national Community Action Partnership;
The National Association for State Community Services Programs (NASCSP) ;
State and regional Community Action associations and Regional Performance Innovation Consortia (RPICs);
The accounting firm Wipfli;
The Federal Fund Management Advisor; and
The Society for Human Resources Management (SHRM).

One CAA interviewed has developed a series of required webinars for its team leaders:
If anyone is ever promoted into a team leader job, there is a series of webinars they have to go through
that relate to the policies and procedures of the organization. They have to complete those within the
first 12 months as a team leader so that they’re aware of the personnel policies and fiscal policies and
the procedures they’re supposed to follow as a team leader to make sure that those are being complied
with. – Executive Director of a Rural CAA
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These webinars cover topics including: the CAA’s operations and strategic planning; HR topics, such as successful hiring,
evaluation and discipline; management skills, such as leading teams and conflict resolution; health and safety; and
Microsoft Office. See Appendix F for a full list of these webinar topics.
For in-house training, it is a good idea to test employees’ understanding of training topics at the beginning and end of
the training. Employees attending outside webinars or conferences can be required to write reports about how they
propose to apply the concepts they learned in those trainings at their CAA.
Whatever the format and venue, when offering formal training to board members, staff and volunteers, it is important
for to document the date of the training, the general topics covered, and who attended it.

7. Trust, but Verify
Internal monitoring is a critical component an effective compliance program. Monitoring can take various forms,
including: establishing and following systems that use checklists or other verification procedures; periodically checking
files and other documentation and talking to employees about how they do their jobs; and conducting internal
assessments or peer reviews. The senior management team and board should receive regular reports on compliance
monitoring that describe problems identified and steps being taken to correct them and to ensure that they do not
recur.

The senior
management team and
board should receive
regular reports on
compliance monitoring
that describe problems
identified and steps
being taken to correct
them and to ensure
that they do not recur.

Systems with Verification Procedures: CAA managers interviewed by CAPLAW describe
some of the systems they use to verify compliance:
We use checklists for nearly every process in Human Resources, such as new hire
authorization, benefit enrollment, new hire orientation, status change forms. – HR
Director of an Urban CAA
We use various forms and database reports to ensure things like performance
evaluations, physicals, drug screens, background reports, have been completed.
We follow up on missing information through email and phone calls. The human
resources director reads all performance evaluations and disciplinary actions to
ensure issues are being addressed per policy. – HR Director of an Urban CAA

The accounting department performs a reconciliation of all balance sheet accounts on a monthly or
quarterly basis (depending on level of activity in the account). Daily bank reconciliations are also
performed to make sure that funds are available and no unauthorized transactions are completed. We
also have a positive pay system in place where a listing of all checks and check numbers are submitted
to the bank each time we run checks and the bank will not pay any checks or amounts not submitted on
the listing without receiving verification of their validity. – CFO of an Urban CAA
Monitoring is a strong emphasis in our Head Start program. Written systems outlining compliance are
in place from the board to the executive director, to the Head Start Director, to the managers to front
line staff. There is a cascading effect for oversight of all systems within the Head Start program. This is
evidenced as a priority in the board and Policy Council minutes. – Head Start Director of an Urban CAA
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Periodic Checks: When asked how they ensure compliance with their policies, nearly three-quarters of the CAAs
responding to CAPLAW’s exemplary legal practices survey indicated that they do so through regular checks (self-audits).
Many CAAs conduct checks of personnel, program, procurement or other files to determine whether policies and
procedures are being followed.
Human Resources does annual file/database audits by pulling staff files and comparing the information
in the hard copy file [to check whether it] matches the data in the database. We run various ongoing
reports that are sent to managers, supervisors and staff to ensure data in our HR database is updated
and accurate (examples: manager census reports, education reports, health reports, emergency contacts
etc.). – HR Director of an Urban CAA
The compliance officer at a suburban CAA performs periodic compliance reviews of the CAA’s client intake
procedures. See Appendix E for the checklist the compliance officer uses in reviewing intake files in the CAA’s
Weatherization program.
One technique that some organizations use to monitor compliance is for managers to wander around regularly and
to check with employees, at random, about the status of their work. For example, managers might ride on Head Start
buses, visit weatherization work sites, talk to intake workers and observe and ask questions about how employees are
doing their jobs and the procedures they are following. Management guru Tom Peters has called this “Managing by
Wandering Around”; others sometimes call it “Managing by Walking Around.” According to the Ethics Resource Center:
Managing by Walking Around … is a way for supervisors and managers to best communicate their (task
and ethical) expectations and requirements in daily, informal meetings with employees. These informal
conversations give employees two sets of data. There is the spoken information that is exchanged
and the inferred data that employees glean from the more subtle communications that accompany a
manager’s words.24
Another method to determine whether a particular task or function (such as client intake or procurement) is being
performed correctly is for a compliance officer or other staff person to talk to employees about how they perform that
task or function, compare what employees are actually doing against the relevant written policies and procedures, and
make suggestions to management about how to resolve discrepancies between policy and practice.
Self-Assessments and Peer Reviews: Many CAAs also conduct regular self-assessments of their programs and
procedures, often in preparation for monitoring by their government funding sources.
The Accounting department utilizes the Head Start Fiscal protocol as well as the state … CSBG
monitoring tool to complete self-audits. – CFO of an Urban CAA
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We have numerous monitoring checklists. Probably close to 75. As far as checklists for the selfassessment we use the federal monitoring protocol, and our own health and safety checklist. – Head
Start Director of an Urban CAA
[Our] Head Start [program] conducts a self-assessment each year that takes approximately two weeks
to complete. We utilize whatever tool is the most recent tool for the federal monitoring protocol.
The self-assessment is conducted by Head Start management and mid-management, Policy Council
members, board members, and community members. Usually another Head Start program in [our] state
will also send staff to assist us in the self-assessment. – Head Start Director of an Urban CAA
As indicated by the comment above, CAAs sometimes assess their programs and procedures through formal or informal
peer reviews. An example of a formal peer review process is that facilitated by the Northeast Institute for Quality
Community Action (NIQCA) . NIQCA uses certified peer reviewers, who must be employed in or recently retired from
a senior management position with a CAA, to assist CAAs in completing self-assessments. Teams of three to four
trained peer reviewers visit local CAAs over a period of three days to conduct independent reviews using NIQCA’s selfassessment standards and tools.
Another example of a formal peer review process is the national Community Action Partnership’s Pathways to
Excellence program. In this program, CAAs undertake a team-based, detailed self-assessment of their policies and
practices and compare them to the Partnership’s 34 Standards of Excellence, representing CAA best practices. The
Pathways program involves: a two-day CAA team training session on the standards and assessment process; a rigorous
and structured diagnostic self-study methodology based on the 34 standards; and a third-party CAA peer-expert review
and feedback report process identifying each CAA’s unique strengths and specific areas for improvement.

8. Follow Through Promptly and Effectively
A CAA’s compliance and ethics program will not be effective unless the CAA takes steps to promptly and effectively
investigate and resolve complaints, reports of problems, and internal and external monitoring and audit findings.
Failure to follow up on breakdowns in compliance can lead to serious consequences, as two situations at the CAA in
Example A above illustrate:
Analysis of the [LIHEAP] program determined that client demographics and service information was
not being completely and accurately documented and reported. It was found that staff were aware
of difficulties exporting [LIHEAP] payment requests to the fiscal office. No systematic analysis was
performed to determine the problem and resolve it. Consequently, many eligible clients did not receive
their approved energy payments, and a number of others received duplicate payments.
– State-Commissioned Assessment Report
The [state] noted two (2) instances where former [CAA] employees presented the Board Chairperson
a document of concerns regarding waste of expenditures and/or actions of the Executive Director. In
addition, the Board Chairperson received a letter from the former audit firm which documented a lack
of internal controls, as its reason to withdraw its services and terminate its contract with [CAA]. … [T]he
Board of Directors’ Executive Committee was knowledgeable of the documented concerns; however the
Committee did not provide this information to the remaining board members. … The Board must ensure
that it is aware of all reported concerns and take steps to address the concerns. – State Monitoring
Report
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It is important to establish a system for documenting, investigating and tracking complaints, problems, and selfassessment or monitoring findings and how they are resolved. Upon receiving reports of problems or findings, an
individual or committee should be tasked with investigating the matter and reporting back to senior management
and/or the board on the results of the investigation and proposed steps to resolve the matter. Then, an appropriate
senior manager or management or board committee should determine how to respond and assign responsibility for
responding to a specific individual or individuals. The executive director of a rural CAA describes the process her
organization uses to follow up on programmatic compliance matters:
When a program is struggling with compliance … we do what we call “compliance calls” where we call
the people in the field, usually on a monthly basis, a review where they’re at with their compliance and
make sure they’re on target.
Disciplining employees is a common and effective response to compliance and ethical breaches. Over half of the CAAs
responding to CAPLAW’s exemplary legal practices survey indicated that they discipline employees for not following
policies. In addition to disciplining front-line staff who may have failed to follow the CAA’s procedures, the CAA should
also discipline managers if they are found not to have trained and monitored their staff to ensure that those procedures
were followed.
Imagine that a CAA’s self-assessment of its CSBG intake procedures reveals that intake workers have been certifying
over-income clients as eligible for CSBG services. The CAA investigates further and determines that the CSBG program
manager did not train the intake workers on the CSBG eligibility requirements and how to document them and, in fact,
knew that intake workers were certifying over-income clients as eligible, but looked the other way in order to ensure
that the CAA met its CSBG performance targets. Not only should the intake workers be disciplined, but the program
manager should too.
A CAA should analyze the problem identified (such as over-income clients being determined eligible) and correct it (for
example, by paying for the services provided to those clients with appropriate funds that either have higher income
eligibility requirements or none at all). The CAA should also communicate the problem to staff and provide them with
any necessary training and/or change its systems to ensure that the problem does not occur again (for example, by
training intake workers on the CSBG income eligibility requirements and procedures for determining eligibility and/
or implementing client tracking software that does not permit over-income clients to be certified as eligible). CAA
management staff should then check to be sure the proper procedures are being followed.
Acting promptly, proactively and decisively to address identified problems will not only correct those problems but will
strengthen the CAA’s overall management systems.

A CAA can use
the process it
took to assess its
ethical climate and
compliance risks to
periodically
re-assess them and
to determine areas
to prioritize going
forward.
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9. Continuously Improve
No matter how thorough a CAA is in addressing ethics and compliance through the actions
described above, there will always be room for improvement. “Our systems are constantly
being reviewed and refined,” notes the executive director of a rural CAA.
Evaluate Performance: An important step in a CAA’s continuous improvement process is to
periodically evaluate its performance on ethics and compliance. A CAA can use the process
it took to assess its ethical climate and compliance risks to periodically re-assess them
and to determine areas to prioritize going forward. It can also examine how it is doing on
accomplishing the actions recommended in this toolkit and determine where improvement
is necessary.
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The Ethics Resource Center offers one example of an area to assess:
Honestly appraise your [organization’s] response process for reported misconduct. Are investigations
timely and thorough? Do appropriate consequences follow if wrongdoing is confirmed? Are
whistleblowers informed about the response to their reports? Address any weaknesses identified and
review … best practices for possible improvements to your [organization’s] process.25
Learn from Mistakes: A CAA can (and should) learn from its compliance and ethical failures and use those failures as an
opportunity for analysis and improvement. One CAA describes its approach in this regard:
We have this process … called a “root cause analysis.” Any time there’s any incident, any incident,
or failure at any point, a root cause analysis is done, which forces people to react to the solution in a
systemic way, not fix the problem in an isolated way. – Executive Director of a Rural CAA
In some cases, the process of learning from mistakes might include taking advantage of training and technical
assistance opportunities offered by government funding sources and other organizations in the Community Action
network, such as CAPLAW, the national Community Action Partnership, and state Community Action associations.
The following example illustrates how one CAA in a crisis situation learned from its mistakes and is emerging as a
stronger, more effectively managed organization:

Example E
A criterion for ethical decision-making is often “How would this look on the front page of the local newspaper?”
A CAA in a small urban area found out when a newspaper investigation culminated in spotlight article reporting
that the CAA’s full-time executive director was regularly leaving his office by noon and heading to a social club
for the rest of the day. That exposure forced the resignation of the long-time executive director, triggered
intensive on-site monitoring by the state and then by the HHS Office of Inspector General (OIG), and resulted
in a large disallowance of funds. What did the monitoring find? According to the state’s report, programs and
services by the CAA appeared to “fully meet or exceed and professional and regulatory standards of practice,
performance, and accountability.” However, the monitoring reports indicated problems at the board and
management levels and deficiencies in the CAA’s internal controls.
Longstanding relationships between the executive director and some long-time board members meant that
staff complaints to the board about the executive director’s schedule and management practices and style were
largely discounted and dismissed, according to the state’s report. That report detailed the following problems:
•

Conflict of interest and board meeting attendance policies were not enforced and a
whistleblower policy was approved by the board but not distributed to the staff or the
board.
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•
•
•

•
•

Immediate and extended family relationships existed between board members and CAA
staff and contractors.
Confusion of roles between the treasurer and the chair of the board’s audit/finance
committee.
Evaluations of the former executive director were not documented in his file, and those
that were conducted focused on questions of bonus compensation rather than job
performance.
Concerns expressed by managers about the apparent double standard of work
expectations for the former executive director vis-à-vis other staff.
A management style which embraced informal loyalties, double standards for behavior
and privileges and intolerance for constructive criticism.

The OIG’s report indicated that the CAA did not have a system in place to ensure that only eligible clients
received CSBG services, thus resulting in clients from outside the service area or whose income exceeded the
eligibility limits receiving these services. In addition, both the federal and state monitoring reports observed
that the CAA did not have a compliant time-and-effort reporting system and that expenses were not allocated
correctly among funding sources.
But in this case, many new board members and an interim executive director seem to have turned things
around. It also helped that the programs themselves seem to have been well run. The CAA took advantage of
technical assistance offered by the Community Action network. A series of staff trainings were held, including
on conflict of interest and whistleblower policies, bylaws were revised and roles clarified, and new timekeeping
systems and other internal controls were put in place. The state CSBG office has removed the CAA’s “troubled
agency” designation and the CAA has hired a new executive director to lead the CAA to future success.
Review and Update Policies and Procedures: Regularly reviewing the organization’s policies and procedures and
updating them as necessary is also an essential component of continuous improvement.
Our administrative leadership team reviews current policies for updates and/or changes on an annual basis.
Once reviewed it is then forwarded to our legal counsel for review. Upon suggested revisions and changes it
then goes to the appropriate board committee for review and approval. – Executive Director of a Rural CAA
The very most challenging issue is uncovering hidden policies, old forms, and long-standing methods of work
that have not been reviewed with a modern eye towards risk management, or user-friendliness. No one likes
change. They see these changes as criticism of the work they’ve done for years ... We are moving to a simple
calendar of review to take the ‘gotcha’ feeling away, keep current, and minimize the emotion around this
necessary practice. – Executive Director of a Rural Public CAA
28
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Continuous Communication, Training, Monitoring, etc.: Ensuring compliance and ethical behavior is an ongoing
responsibility. As part of the continuous improvement process, CAAs should persevere with the actions outlined above:
establishing and tweaking management systems to include and verify compliance; communicating and training on
ethics and compliance responsibilities and how to fulfill them; monitoring to be sure that policies and procedures are
being followed; and responding to problems identified through reports, internal monitoring and monitoring by funding
sources.

10. Work with an Attorney
An attorney can be an invaluable resource for a CAA as it strives to ensure compliance. Legal practices identified by
attorneys interviewed by CAPLAW as the most important for the nonprofit organizations they work with include:
•
•
•

Having access to attorney(s) who have the necessary skills to address the nonprofits’ legal issues;
Regular review and updates to policies in consultation with an attorney; and
A central approval process for working with outside counsel.

CAAs surveyed by CAPLAW underscore the importance of working with attorneys. Having ongoing access to an attorney
or attorneys knowledgeable about the CAA’s areas of legal needs is the practice most often identified by these CAAs as
particularly beneficial to have implemented. Multiple CAAs surveyed and interviewed by CAPLAW commented on the
importance of working with an attorney:
We have found that we have to have an attorney on retainer and that the firm has to have specific
knowledge in the areas of HR, property law, construction law, and federal and state contracting. We
have just begun a process of having our attorneys review ALL of the contracts we use with subs and with
clients and that has been an eye-opening process. We will go from revising the contracts to putting
them in plain English at a 6th grade reading level. From there we will conform internal policies and
train staff. I expect it to take a full year and we are doing it over two budget years to help spread the
cost. – Executive Director of a Rural Public CAA
[We have] a firm that has been with us for a long time, that is expert in the various areas of major
effort such as personnel, real estate and nonprofit corporate practice. They are direct yet patient and
supportive. We also use another firm as benefit attorneys as needed from time to time. – Executive
Director of a Suburban CAA
We not only have an attorney on staff but we use several different attorneys for specialized needs. –
Executive Director of a Rural CAA
There are situations when working with an attorney is absolutely necessary. – HR Director of an Urban
CAA
We have an attorney on retainer, [who] attends all board meetings…. – Executive Director of a Rural CAA
We have an attorney on retainer. Contact is usually weekly. – Executive Director of an Urban CAA
For tips on working effectively with attorneys, see the “Working with Attorneys” section of this Guidebook. CAPLAW is
available to assist CAAs in finding local attorneys with the necessary background and expertise.

Do the Right Thing: How to Cultivate a Culture of Compliance and High Ethical Standards

29

FOOTNOTES
1.

The Ethics Resource Center is a nonprofit, nonpartisan research organization, dedicated to independent research
that advances high ethical standards and practices in public and private institutions.

2.

Ethics Resource Center, National Nonprofit Ethics Survey 2007, p. 9.

3.

In 2011, as part of its research on exemplary legal practices and policies among CAAs and other nonprofit
organizations, as well as effective approaches to adopting, implementing, and maintaining such practices and
policies, CAPLAW surveyed and interviewed attorneys across the country who work with CAAs and other nonprofit
organizations.

4.

Ethics Resource Center, National Nonprofit Ethics Survey 2007, p. 9.

5.

Office of Head Start On-Site Review Protocol FY 2012, Oct. 2011, p. 3

6. Panel on the Nonprofit Sector, Principles for Good Governance and Ethical Practice: A Guide for Charities and
Foundations, Oct. 2007, p. 8. The Panel on the Nonprofit Sector was formed by Independent Sector, a nationwide
network of nonprofits, foundations, and corporate giving programs, in October 2004 at the encouragement of the
U.S. Senate Finance Committee. The Panel prepared a series of recommendations for Congress to improve the
oversight and governance of charitable organizations and for individual nonprofit organizations to ensure high
standards of ethics and accountability.
7. Id.
8. Public Sector Standards Commissioner, Victoria, Australia, An Ethics Framework for Applying the Victorian Public
Sector Values, Principles, Codes and Standards, Sept. 2005, Section 2.5.1.
9.

Id.

10. Panel on the Nonprofit Sector, Principles for Good Governance and Ethical Practice, Oct. 2007, p. 8.
11. For nonprofit organizations, these standards are found in OMB Circular A-110, which has been codified in the Code
of Federal Regulations (CFR) at 2 CFR Part 215. In addition, federal departments have adopted their own version
of Circular A-110 by regulation. For example, the version adopted by the U.S. Department of Health and Human
Services (HHS) is found at 45 CFR Part 74. Federal departments have adopted similar standards for state, local and
tribal governmental entities receiving federal funds. See, e.g., 45 CFR Part 92 (HHS version).
12. 2 CFR § 215.42 (for nonprofit grantees). For HHS’s rules implementing this requirement see 45 CFR § 74.42 (for
nonprofit grantees) and 45 CFR § 92.36(b)(3) (for governmental grantees).
13. Id.
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14. And, if a significant portion of employees speak another language as their primary language, in that language as
well.
15. As part of its research on exemplary legal practices and policies among Community Action Agencies (CAAs)
and other nonprofit organizations, as well as effective approaches to adopting, implementing, and maintaining
such practices and policies, CAPLAW conducted an online survey of CAAs in September 2011. In 2012, CAPLAW
interviewed some respondents to this survey for more information on their compliance practices.
16. For more information on defining, hiring, and evaluating CAA financial personnel, see CAPLAW’s “Tools for TopNotch CAAs,” Section 2: Improving a CAA’s Financial Capacity.
17. For nonprofit organizations, Office of Management and Budget (OMB) Circular A-122, which has been codified at 2
CFR Part 230 and, for local, state and tribal governments, OMB Circular A-87, which has been codified at 2 CFR Part
225.
18. As noted above, for nonprofit organizations, these standards are found in OMB Circular A-110, which has been
codified in the Code of Federal Regulations (CFR) at 2 CFR Part 215. In addition, federal departments have adopted
their own version of Circular A-110 by regulation. For example, the version adopted by the U.S. Department of
Health and Human Services (HHS) is found at 45 CFR Part 74. Federal departments have adopted similar standards
for state, local and tribal governmental entities receiving federal funds. See, e.g., 45 CFR Part 92 (HHS version).
19. Webinars and other trainings on these topics are available from a variety of sources including: CAPLAW; the
national Community Action Partnership; the CSBG T/TA Resource Center ; the National Association for State
Community Services Programs (NASCSP); the accounting firm Wipfli; the Federal Fund Management Advisor; as well
as at state and regional Community Action conferences.
20. Ethics Resource Center, 2011 National Business Survey, p. 51.
21. The Markkula Center for Applied Ethics at Santa Clara University has some useful resources on ethical thinking
and ethics case studies. See, for example: “A Framework for Thinking Ethically, Markkula Center for Applied Ethics
at Santa Clara University”; “Unavoidable Ethical Dilemmas for Non-Profits”; “Too Close for Comfort? Conflicts of
Interest at a Nonprofit”; and “Friendly Advice or Quid Pro Quo?”.
22. Ethics Resource Center, 2011 National Business Survey, p. 55.
23. Ethics Resource Center, 2011 National Business Survey, p. 54.
24. Ethics Resource Center, Ten Things You Can Do to Avoid Being the Next Enron, May 2009.
25. Ethics Resource Center, 2011 National Business Survey, p. 54.
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Audit Committee Charter
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APPENDIX B
Contract Compliance Job Description
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/
JOB DESCRIPTION
JOB TITLE: Contract Compliance Director
REPORTS TO: Executive Director

JOB STATUS:

X

DEPT: Administration
EXEMPT

NON-EXEMPT

DUTIES AND RESPONSIBILITIES:
1.

Primary
•

Responsible for reviewing agreements and/or contracts and proposals, or proposed
agreements for conformity to agency and funding source policies, rules .and regulations.

•

Responsible for analyzing and conferring with various department heads to detect
ambiguities, inaccurate statements, omissions or essential terms, and conflicts with possible
legal prohibitions; makes modification recommendations.

•

Responsible for converting agreements into contract form or preparing amended agreement
for approval by legal counsel. May recommend changes in standard form contracts.

•

Responsible for preparing bids, process specifications, test and progress reports, and other
exhibits required to meet contract and/or proposal agreements. Reviews bids from other
firms for conformity to contract requirements, rules and regulations and determines
acceptable bids. May negotiate contract with bidder.

•

Responsible for making requests or recommendations for the approval of amendments to or
extensions of contracts.

•

Responsible for interacting, in an advisory capacity, with department directors/managers in
the planning and production of program agreements.

•

Responsible for conducting periodic and special surveys of subcontractors, vendors, financial
supporters and clients to determine adequacy, capability and regulation/specification
compliance regarding service delivery.

•

Responsible for developing and initiating audit methods and procedures for random
inspection, testing and evaluation of programs and contract performance.

•

Responsible for meeting with Executive Director, department directors/managers, including
fiscal director on a monthly basis, and serving as a staff representative and liaison to
committees ofthe Board of Directors.

•

Responsible for additional corporate/administrative responsibilities as assigned.

2

1l.

Secondary
•

May coordinate production and implementation of contracts.

•

May act as liaison officer to insure fulfillment of obligation by subcontractors.

•

May prepare reports and oversee timeliness of reporting and maintenance of records,

•

May coordinate and write procedure manuals for programs and agency operations.

•

May assist in development of financial resources, fund raising and grant writing.

•

May provide executive oversight to subcontracted programs and subgrantee entities.

NECESSARY QUALIFICATIONS:
•

A minimum of a Bachelor's degree and/or equivalent experience, plus a minimum of three
years experience in a supervisory and management level capacity.

•

Must have strong organizational, analytical and leadership skills

•

Must have excellent oral and written communication skills, experience in management by
objectives, time management skills, and at least three years experience in public speaking.

•

Must have own vehicle for transportation, valid driver's license, liability insurance and
willingness to travel out of town when necessary.

•

Must be able to work flexible hours, including evening meetings and/or training sessions.

•

Must have knowledge of computer/data entry/word processing.

•

Must display professional grooming, appropriate dress and office decorum.

•

Must be dependable.

Rev. 9-00
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APPENDIX D
Internal Audit Plan
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My Compliance
Name_______________________________________
Quarter:

___Oct. – Dec.

Compliance Item

___Jan.- March

___April – June

Completed
consistently?
Yes No NA

___July – Sept

Comments

Year_________
Expected
time
commitment

Compliance Item

Completed
consistently?
Yes No NA

Comments

Expected
time
commitment

Quarterly Performance Development Plan for
Community Action Agency 2011 - 2013

Vested Leave Summary
Accrued this quarter
Available to use
Will use this quarter

0
0

The work I've done this quarter has made a difference at MICA through:

Employee Performance:
Compliance Responsibilities Comments:

Work Quality Comments:

SUPERVISOR
Job Knowledge / Knowledge Growth

Communication Skills Comments:

Oct-Dec
Jan-Mar
Apr-June
July-Sept

0
Program Improvement
0
Staff Development
MICA'S MISSION: Helping People. Changing Lives. Building Communities
Work hrs/days available this qtr.
Work hrs/days scheduled this qtr.

Staff Person

Comments:

(put "X" in box)

Compliance

The work I've done this quarter has made a difference in the community through:

Teamwork -

Year:

x

Staff Person

The work I've done this quarter has made a difference in the lives of children and their familes through:

Comments:

Qtr:

Total hrs/days in this qtr.

Holidays (list)
Leave (list)

Balance in

Program

0
0
0

Areas for Professional Growth:

Performance Issues to Be Addressed:

SUPERVISOR

Performance Review:
Quarter

Met/Exceeded

Date Scheduled

Date Completed

Did Not Meet: ____ PDP Goals

Team member signature

1st Month
2nd Month
3rd Month
Employee Comments:

Staff Person

____ Warning

____ Corrective Action

Supervisor signature

APPENDIX F
Staff Development Webinars
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CAA Staff Development
Trainings
I.
CAA Operations Module
Team Leader Required
a. Compensation Training
i. Over-time
ii. Holidays
iii. Breaks
iv. Leave Without Pay
v. Change Forms
b. Fiscal Training
i. MICROIX
ii. Purchase Orders
iii. Audit Process Overview
c. Strategic Planning
i. History of CAA – How Community Action was created
ii. ROMA (Results Oriented Management & Accountability)
iii. How PDP’s tie into CAA’s Strategic Plan
iv. CAA’s Board of Directors and their role

II.
Human Resource Module
Team Leader Required
a. Human Resources Training
i. Proper Workplace Practices
1. Attendance
2. Dress Code
ii. Proper Reporting of Discipline
iii. Benefits
1. Short Term Disability
2. FMLA
b. Successful Hiring Practices - This course explains proper hiring
procedures that help you select the right applicants while at the same time
protecting yourself and your organization from discrimination and legal
liability.
c. Conducting An Effective PDP Session - You'll learn a step-by-step
process that is sure to make your PDP reviews more effective.

a.
b.
c.
d.
e.

III.
Skill Development Module
Time Management – Getting control of your time both at work and home
can mean less stress and a better balance in your life.
Productive Meetings - How to prepare and conduct effective meetings that
will make sure you goals are achieved.
The Team Approach – How to set up high-performance teams and be a
contributor to team success.
Conflict Resolution – How to be prepared for conflict among team
members and resolving it effectively.
Be Prepared to Lead - Leadership development is a process of gaining
self-understanding and confidence.

CAA Staff Development
Trainings
f. Retention of Staff – How to retain the staff that you want to keep and the
tools you need to be successful.
g. Giving and Receiving Constructive Feedback – This will provide you with
the 4 tools you need to remember when providing or receiving
constructive feedback.
h. Proper E-Mail Etiquette – This training will help you learn how to
eliminate miscommunication, avoid mistakes, and come across as
professional in your e-mail communications.

a.

b.
c.
d.

a.
b.
c.
d.

IV.
Health and Safety Module
De-escalation Training and Techniques – The purpose of this training is to
provide education and instruction on how to identify and de-escalate an
agitated client while keeping yourself and others safe.
Workplace Ergonomics – Tips to prevent injuries and relieve discomfort.
Stress Management – You will learn about the causes of stress and proven
ways to lessen its negative impacts in the workplace.
Healthy Back 101 – This course will tackle back pain by looking at total
back fitness and how to prevent back problems from occurring.
V.
Computer Training
Microsoft Word
Microsoft Outlook
Microsoft Excel
Microsoft PowerPoint
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Weatherization Quality Control Sheet - Intake Compliance Review
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Weatherization Quality Control Sheet – Intake Compliance Review
(The circled items must be corrected/completed)

Head of Household Name:
Social Security #:

Application Date:
Own: __
Rent: __

1) Weatherization Application complete and in file __ / Not complete __
__ Form missing from file
__ Missing/incorrect information on Form – Specify: _______________________
__ Income not calculated correctly
__ Signature(s)/date(s) missing – Specify:
______________________________________________________________
2) Income documentation supports amount stated on Weatherization Application __Income eligible __
__ Documentation missing from file
Income ineligible __
__ Income amount shown on application not supported by documentation – Specify: __
_________________________________
3) Identification Documentation in file __ Specify type: ____________________
__ Documentation missing from file – Specify:
__________________________________________________________
4) Proof of Ownership Documentation in file* __ Specify type: ___________________________
__ Documentation missing from file
(* - see back of form) Last name matches name on Application:
__Yes/__No
5) Acknowledgment of Receipt of Pamphlets Form complete and in file __ / Not complete __ (“Protect Your Family
from Lead in Your Home” or “Renovate Right” and “A brief Guide to Mold, Moisture and Your Home”
pamphlets.)
__ Form missing from file
__ Missing information on Form – Specify:
____________________________________________________________
6) Owner/Authorized Agent Certification (Attachment 2-4) complete and in file __ / Not complete__ /Not
applicable__ (* - only to be used for rental units.)
__ Form applicable but missing from file
__ Missing information on Form – Specify:
____________________________________________________________
7) Re – verification of Income Form complete and in file __ / Not complete __ / Not applicable __ (* - only to be
used when Weatherization Application is more than one year old at the time of the weatherization audit.)
__ Form applicable but missing from file
__ Missing information on Form – Specify:
____________________________________________________________
8) Physician’s Statement complete and in file __ / Not complete __ / Not applicable __ (* - For emergency responses
if client faces a health-threatening situation directly related to physical condition of the home. The physician’s
statement must be signed by a qualified medical provider. Also required for Air Conditioner Health & Safety
Repair/Replacement)
__ Form applicable but missing from file
__ Form not signed by a qualified medical provider (medical doctor)
CONFIDENTIAL
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__ Other information missing from Form – Specify:
_____________________________________________________
9) Disaster Certification Form complete and in file __ / Not complete __ / Not applicable __ (* - only to be
completed when a client requests disaster assistance.)
__ Form applicable but missing from file
__ Missing information on Form – Specify:
____________________________________________________________
10) Rental Weatherization Participation Letter complete and in file __ / Not complete __ / Not applicable __
(* - only to be used for rental units.)
__ Letter applicable but missing from file
__ Missing information on Letter – Specify:
____________________________________________________________
Cash contribution required from landlord __/Not applicable (landlord income is at or below 200% of fpl)
__
Copy of Cashier’s Check/Money Order in file__/ Copy of Cashier’s Check/Money Order NOT in
file__
11) Landlord Proof of Income Documentation complete and in file __ / Not complete __ / Not applicable __ (* only to be used if owner/landlord’s annual taxable income is at or below 200% of the federal poverty level.)
__ Documentation applicable but missing from file
__ Missing information on Documentation – Specify:
_____________________________________________________
12) Utility Bill(s) clearly showing client’s account number complete and in file __ / Not complete __ (files should
contain the electric provider fuel bill and also a copy of the primary heat source fuel bill if different than the electric
provider.)
__ Bill(s) missing from file
__ Missing information on Bill(s) – Specify:
____________________________________________________________
13) Weatherization Acknowledgment of Warranties Form complete and in file __/ Not complete __
__ Form missing from file
__ Missing information on Form – Specify:
____________________________________________________________
14) Section 106 Form: Intake Review Section complete__/Not complete __/ Home is less than 45 years old __
__ Missing information on Form – Please check as appropriate: __H of HH name __Date
__ARRA File #
__ Address
__ Data Source
15) Affidavit and Self-Certification of No Proof of Income Form complete and in file __ / Not complete __ /
Not applicable __ (* - only to be used after all other avenues of documenting income eligibility are exhausted.)
__ Documentation applicable but missing from file
__ Missing information on Documentation – Specify:
_____________________________________________________
__ Evidence of attempts at proving eligibility contained in file __ Evidence NOT contained in file
__ Claiming Zero Income (If so, Application CANNOT indicate ANY income Source)
16) Applicant Social Security Documentation complete and in file __ (SSN#s of all household members is not required)
__ Documentation missing from file

Year Home Built
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Compliance - QC Initials: _______

File Audit Date: ___________

* Proof of Ownership may include, but is not limited to, a copy of the recorded Missouri Deed, a mortgage agreement,
proof of payment of property taxes, a copy of a current homeowner’s insurance policy, a title or mortgage agreement for a
mobile home, a Contract for Deed or a Probate Property Transfer Application & Affidavit.
Contract for Deed is an allowable document to provide proof of home ownership; however the contract must be recorded
with the County Recorder of Deeds Office in the county where the home is located. The client must provide a copy of the
recorded contract or an agency employee may verify that the contract has been recorded on the property's deed by
contacting the County Recorder of Deeds Office. This verification must be included in the client’s file. If the Contract for
Deed is not recorded, then the home must be considered a rental unit and rental procedures and policies would apply.
Probate Property Transfer is defined as any application received from an elderly person (or people) for whom the
applicant has deeded the property to his or her offspring. The application will be reviewed for assurance that the property
transfer took place in an effort to prevent probate issues. Provided proper assurances are in place, the property may be
treated as “owned property” for purposes of weatherization. The proper assurances will include an interview with the
applicant to determine why the property was deeded. If the response is appropriate to the issue, the offspring must sign an
affidavit that they will not charge rent or displace the applicant as a result of weatherization. Each application must be
reviewed on a case-by-case basis. In the event there are no related offspring to whom the property may be deeded, the
ownership decision will be based on the interview. In any event, the “grantee” to the property must sign the appropriate
affidavit.
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Section I. Why Work With An Attorney?
An attorney plays a key role in helping a CAA maintain accountability and avoid liability. By proactively working with
an attorney to ensure that its organizational infrastructure – its vendor contracts, grant agreements, personnel policies,
etc. – are legally compliant and enforceable, a CAA may avoid costly litigation and the negative press and low employee
morale that goes along with it.
Attorneys are trained to not only explain the legal implications of a matter but also to think objectively and analytically.
An attorney typically has the expertise needed to present a client with options for addressing a matter and to
thoroughly discuss the level of risk associated with each option. Situations when a CAA should consider consulting an
attorney include, but are not limited to:
•
•
•
•
•
•
•
•
•
•

Revising personnel policies,
Purchasing a building,
Negotiating leases and contracts,
Reviewing loan documents,
Revising governance documents such as articles of incorporation and bylaws,
Terminating an employee,
Responding to a subpoena for documents or testimony,
Responding to a lawsuit filed against the CAA,
Contesting a state CSBG office’s decision to terminate or reduce funding and/or
Addressing a complaint filed by an employee against the CAA.

Attorneys are also, often, well-connected within a community so when a CAA’s needs expand beyond legal advice into
more business or programmatic related matters, a seasoned attorney may be well-positioned to refer the CAA to other
professionals and businesses that may further assist the CAA.

A. The Privileges of Privilege
Among the benefits of working with an attorney on a matter is the degree of confidentiality afforded by the attorneyclient relationship. Communications between an organization and its attorneys may be protected by attorney-client
privilege which means that the attorneys cannot disclose information contained in these privileged communications
without the organization’s consent. For a particular communication to be covered by this privilege:
1. The advice sought must be legal advice,
2. The person being told must be a lawyer acting, and
3. The information must be confidential (not relayed in the presence of a third party).
4
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Thus, the privilege exists between a client and a lawyer who is acting in his or her legal capacity on the client’s behalf.
The presence of a third party can destroy the privilege, so the organization should make sure that its attorney informs
it of who may be in the room or on the phone and who must leave before discussing anything that the organization
would like to keep privileged. In addition, certain documents an attorney creates for an organization may be protected
from disclosure to others under the work product doctrine. This doctrine forbids an attorney from turning over to any
outside party any document that the attorney creates in anticipation of litigation.

B. Attorney Relationships with CAAs
A CAA’s relationship with an attorney will typically be in the form of either in-house or outside counsel. A CAA’s inhouse counsel is often referred to as general counsel. A general counsel usually handles a broad scope of routine legal
matters – such as contracts, real estate transactions, and employment issues – for an organization. For a public CAA,
because it is a department or division of the local government, it often has access to local government attorneys which
fill the role of the CAA’s in-house counsel.
If a CAA does not employ in-house counsel, it may regularly work with outside counsel. The role of outside counsel
depends on the needs of a particular CAA. Outside counsel may serve the role that a general counsel would serve via an
arrangement that the CAA and outside counsel have established in writing, often in the form of an engagement letter.
The arrangement may also involve what is referred to as a retainer, which is payment for services that will be rendered
in the future. Engagement letters/retainer agreements, retainers and other fees are discussed in greater detail in
Section III.B and Section IV. Also, it is important to note that under the federal cost principles (OMB Circular A-122
codified at 2 C.F.R. Part 230 for nonprofit CAAs and OMB Circular A-87 codified at 2 C.F.R. Part 225 for public CAAs) and
the federal uniform administrative requirements for grants (OMB Circular A-110 generally codified at 2 C.F.R. Part 215
and by each federal agency at different C.F.R. locations as noted by OMB in a chart on its website), outside counsel is
treated as a consultant and, as a result, CAAs must comply with specific requirements before entering into an outside
counsel arrangement. For more information on the application of the cost principles and the uniform administrative
requirements when hiring and compensating an attorney, see Section III and Section IV.
Even when a CAA has either in-house or outside counsel serving as general counsel, situations may arise where the
general counsel may not have the experience, staffing or resources to handle a particular legal problem. Additionally,
if a CAA does not have an attorney serving in the general counsel role, a CAA may depend on attorneys to handle
matters as they arise. In these instances, outside counsel would be hired as a lawyer with particular expertise to either
address situations that are too specialized for the general counsel to handle – such as grant disputes or appeals – or to
meet the needs of the CAA on a case-by-case basis. The CAA should still establish in writing, often in the form of an
engagement letter, the relationship it has with outside counsel in this limited role and also continue to comply with the
cost principle requirements and procurement rules.
This chart gives a quick overview of the differences and similarities between in-house and outside counsel:

In-house Counsel
• An employee of a nonprofit CAA
• An employee of the local government in which a
public CAA is located
• Handles a broad range of legal matters

Outside Counsel
• Typically paid consultant to the organization
• If paid, organization must comply with federal cost
principles and procurement rules
• Like in-house counsel, may handle a broad range of
legal matters for the organization or may be hired
on a limited basis to handle legal issues requiring
specific expertise
• Arrangement should be established in writing and
may involve a retainer or other fee arrangement

Working With Attorneys
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C. CAPLAW’s Relationship with Community Action Agencies
CAPLAW is a 501(c)(3) nonprofit membership organization, established in 1989, dedicated to providing the legal
resources necessary to sustain and strengthen the national CAA network. Through its in-house legal staff based in
Boston, Massachusetts and a network of private attorneys located throughout the country, CAPLAW provides legal
consultation, training, and publications on a wide variety of legal and management topics.
CAPLAW’s legal consultations typically involve legal staff assisting CAAs and their local attorneys with inquiries about
a wide range of federal laws, such as the Community Service Block Grant Act, Head Start Act, Family and Medical Leave
Act, Internal Revenue Code and Affordable Care Act. When an issue involves matters of state law in a state where
CAPLAW attorneys are not licensed, CAPLAW will help the CAA locate an attorney in that state with the necessary
expertise. Additionally, CAPLAW attorneys do not represent CAAs in litigation or administrative proceedings, but are
available to consult with the attorney representing the CAA in these matters.

Section II. How Do You Find An Attorney?
Depending on the
complexity and
breadth of the legal
issue, the board may
be involved in hiring an
attorney and may form
an ad hoc committee
to review and research
the matter

Before the search for an attorney begins, the CAA’s executive director should work with the
management staff and, when necessary, the board of directors to determine the scope and
type of legal assistance needed. Depending on the complexity and breadth of the legal
issue, the board may be involved in hiring an attorney and may form an ad hoc committee
to review and research the matter. For example, if a funding source has disallowed a large
portion of the CAA’s costs based on what the CAA believes to be an incorrect application
of the law, the board of directors should not only be informed of the disallowance but may
also play a role in hiring an attorney to represent the CAA in administrative proceedings
with the funding source. Conversely, if the human resources (HR) director for the CAA has a
question about how to calculate leave for one employee, the HR director may work with the
executive director to hire an attorney for this limited, mostly likely, one-time consultation.

Additionally, determining the type of legal assistance needed involves not only recognizing the different areas of law
potentially at issue but also considering the number and type of lawyers that may be needed. If the matter requires
different types of legal expertise, the CAA may decide to work with a law firm rather than a solo practitioner. The size
of the law firm that the CAA chooses to work with will depend on the type of legal assistance the CAA is seeking. For
instance, if a CAA decides to update vendor contracts and develop a template that may be easily adapted to each
vendor, the CAA will need to determine the number of contracts involved and will probably search for a business law
attorney. The attorney would also, preferably, be one with experience in government grant funded projects since the
vendors will most likely be paid with government grant funds. If, as part of the contract review, the CAA decides to
update its personnel policies, it may ultimately decide to work with a small law firm with expertise in both business and
employment law. If the CAA decides that it actually wants to have an ongoing relationship with attorneys that can offer
expertise in most, if not all, of the areas of law that affect the CAA, the CAA may explore arrangements with mid-size to
large law firms. Throughout this process, A CAA may contact CAPLAW for help in assessing the scope and type of legal
assistance the CAA needs.
There are multiple ways for a CAA to locate an attorney who will best fit its needs. A referral is one of the more
reliable ways. Look internally first for a referral. The unique tripartite structure of a CAA board offers a CAA a readily
available diverse group of individuals who often have connections with or knowledge of attorneys in the community.
Additionally, CAAs with Head Start programs must have at least one attorney serving on the board or, if one is not
available to serve, acting as a consultant to the board. An attorney board member or consultant may be able to provide
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your CAA with recommendations for attorneys in your community who may assist you in particular matters. The role of
an attorney on the board is discussed in greater detail in Section V.
A CAA may also look externally for a referral. Other CAAs in your state and the state CAA association are good places to
start your inquiry for an attorney who might have some familiarity with the work and needs of CAAs in your state. Also,
CAPLAW maintains a list of attorneys located throughout the country that either have experience working with CAAs or
have expertise in legal matters often faced by CAAs.
If a referral is not an option, other external resources exist. Many state bars offer resources to those seeking attorneys.
To practice law in a particular state, an attorney must receive a license, which involves passing several examinations
and undergoing a character and fitness assessment. A department in state government referred to as the state bar
is authorized to oversee this process and will often aid the general public in its search for an attorney. For instance,
the State Bar of California offers a guide on hiring an attorney titled “How Can I Find and Hire the Right Lawyer?”. In
addition to the state bar, there are nonprofit member organizations referred to as state bar associations which many
attorneys join. These associations include sections for specific areas of law that attorneys may also join and serve as
a good resource for locating an attorney with particular expertise. A general website for all state bar associations is
available and lists contact information for each association. Moreover, the American Bar Association (ABA) offers a
Consumer’s Guide to Legal Help which connects users to legal resources available in a state.
Once a CAA locates an attorney, it is important for the CAA to vet the attorney to ensure that s/he is a good fit. Even
an attorney who is highly recommended may have a working style or personality that conflicts with a CAA’s approach.
When vetting an attorney, it is important to ensure that s/he has the necessary expertise, sufficient time and adequate
resources to devote to the matter, and is also affordable. A CAA should not hesitate to ask the attorney for references.
The CAA should also check with its state bar to find out if any ethical complaints or malpractice claims have ever been
filed against the attorney. Some other general questions that a CAA should consider asking an attorney prior to hiring
him or her are:
•
•
•
•
•

•

What is your experience in this area of law?
Have you handled similar matters in the past? How many? Can you generally describe these past matters?
How long do you anticipate it will take to complete the task or resolve the matter?
How will you communicate status updates?
How will the matter be staffed? How many partners and associates will be involved? If associates are involved,
will they be senior or junior attorneys? Will you also be using paralegals? What is the expertise of the attorneys
working on the matter?
What type of fee do you charge, flat, hourly or contingency? If it is a contingency fee, what percentage will be
your fee? If it’s an hourly fee, what is the hourly rate of each attorney/paralegal that will work on the matter? See
Section IV for more information on different types of attorney fees.
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•
•
•
•

Will there be other expenses in addition to the fee? How will additional expenses be determined?
What’s a reasonable approximate figure for a total bill? Can you provide me with the budget for the matter?
Is there a way to decrease expenses? For instance, can some of the work be handled by members of your staff who
are paid at a lower rate or can some of the work be performed by CAA staff?
Do you carry malpractice insurance?

Obtaining answers to these questions prior to hiring an attorney will help to ensure that the relationship is a productive
and cost-effective one. See Section III.A for guidance on the information you should obtain in writing when entering
into a working relationship with an attorney.

Section III. How Do You Hire an Attorney?
When hiring an attorney, a CAA may be required to comply with certain federal laws and regulations if federal and/
or state funds are used to pay for the attorney’s services. Moreover, even if the attorney is paid for with unrestricted
or private funds, the CAA may still consider following the federal and state requirements for retaining the attorney to
reinforce the CAA’s accountability for donors and private funders.

A. Procurement Rules and Procedures
The general rules regarding procurement of goods and supplies by federal grantees, contained in the Uniform
Administration Requirements for Grants (known as OMB Circular A-110 and codified at 2 C.F.R. Part 215)1 , apply to the
procurement of legal services paid for with federal funds under grants and subgrants from federal agencies.2 These
rules serve as guidance to the federal agencies, which then adopt them as regulations applicable to grantees. See,
for example, 45 C.F.R. § 74.40, which is the U.S. Department of Health and Human Services’ adoption of the OMB
Administrative Requirements.
One of the overarching principles of those rules is that “[a]ll procurement transactions shall be conducted in a manner
to provide, to the maximum extent practical, open and free competition.” Although a careful review should be made of
all provisions of these rules, here are a few that are particularly relevant:
•
•
•

•
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A cost or price analysis must be made for the procurement. This could involve, for example, contacting several
attorneys to obtain written or oral quotes on a fixed transaction basis, a monthly set fee, or for hourly fees.
Positive efforts shall be made to use small businesses, minority-owned firms, and women’s business enterprises,
whenever possible.
Procurement records and files for purchases in excess of the small purchase threshold (currently $100,000) shall
include the following at a minimum:
o Basis for contractor selection;
o Justification for lack of competition when competitive bids or offers are not obtained; and
o Basis for award cost or price.
Certain specified provisions must be included in contracts with vendors. Some of these provisions are required
depending on the dollar amount of the contract and address such topics as legal remedies, termination, access to
records and bonding. These provisions are discussed in greater detail in OMB Circular A-110, Subpart C, 48. Other
provisions must be included regardless of the dollar amount of the contract. These provisions address such topics
as employment discrimination, kick-backs, prevailing wage rates, lobbying, rights in inventions, debarment and
suspension and environmental protections. Examples of these provisions are set forth in Appendix A at the end of
OMB Circular A-110.
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Some CAAs issue a
request for proposals
(RFP) to hire attorneys,
either as general outside
counsel or for specific
matters, such as real
estate or employment.

• A grantee must maintain written standards of conduct governing the performance of
its employees engaged in the award and administration of contracts. No employee,
officer, or agent shall participate in the selection, award, or administration of a contract
supported by Federal funds if a real or apparent conflict of interest would be involved.
Such a conflict would arise when the employee, officer, or agent, any member of his or
her immediate family, his or her partner, or an organization which employs or is about
to employ any of the parties indicated herein, has a financial or other interest in the firm
selected for an award.

Some CAAs issue a request for proposals (RFP) to hire attorneys, either as general outside counsel or for specific
matters, such as real estate or employment. An RFP typically includes general terms of the arrangement the
organization is seeking to enter into with an attorney or firm including information about how to submit a proposal,
description of the organization, scope of legal services, the information offeror’s should submit, and how proposals
will be evaluated. Many of the same questions described in Section II should be included in the RFP. The RFP could be
advertised in a local newspaper or a legal periodical or the CAA may use contacts also described above in Section II to
identify attorneys or firms with the appropriate expertise and send the RFP to that more limited group. A sample RFP is
available in the Model Policies section of the CAPLAW website.
Also, CAAs may consider using a request for information (RFI) process, rather than an RFP. An RFI
typically solicits names, expertise, and general rate information from attorneys and firms, but does
not solicit information for a particular matter or necessarily result in a specific contract at that time.
It could be used as the need for legal services arises.

An engagement
letter is a form
of contract
and will be
enforceable
under state law.

To have better control over the hiring and use of outside counsel, and to ensure compliance with
procurement rules and the cost principles, it is advisable to designate one person on the CAA
staff, such as the executive director or human resources director, to approve the hiring and use
of all attorneys. Any request for use of or consultations with the attorney would then go through that designee. That
person should also review the legal bill each month. Of course, if an attorney is working with a specific department on a
project, such as an affordable housing project working with a real estate attorney, additional staff may be authorized to
consult with the attorney.
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B. Engagement Letters/Retainer Agreements
Typically, an attorney will furnish an organization with an engagement letter. An engagement letter is a form of
contract and will be enforceable under state law. Some key provisions in such letters include:
•
•
•
•
•

•
•
•

The name of the client (in the case of a nonprofit CAA, the client is usually the CAA – acting through its board of
directors – and not the executive director personally).
Terms and scope of representation.
Attorney’s rates – describe whether those rates are calculated on an hourly or a flat fee basis and indicate whether
a retainer will be required.
Other charges or expenses for which your organization will be responsible (e.g., travel costs, court costs, etc.).
Estimate for a particular project, if applicable – should include an agreement by the attorney to notify the
organization when the number of hours billed on the project is nearing the estimate and to obtain approval before
spending additional time on the project.
Billing terms – it is generally good to be billed on a monthly basis with a breakdown of costs.
Termination clause – the organization should be able to end the relationship at any time and the attorney should
only be able to end the relationship after giving enough time for the organization to find other representation.
Other provisions required by the procurement rules in OMB Circular A-110, such as the debarment and suspension
certification.

It is important for a CAA to understanding that the terms of an engagement letter are negotiable. See a sample
engagement letter that has been annotated in the Model Policies section of CAPLAW’s website. Often engagement
letters are referred to as retainer agreements and vice versa. A retainer agreement is basically an engagement letter
that refers to the type of compensation involved. As discussed in Section IV.A, a retainer is payment made in advance
for work that is specified at a later date. However, some states differentiate between the two types of agreements. For
instance, under New York law, retainer agreements are engagement letters that have been signed by both parties.

Section IV. How Do You Pay For An Attorney?
Before deciding to hire a lawyer, an organization should discuss legal fees and the sources of funds that may be used
to pay for such fees. As discussed in greater detail below, an organization should keep in mind that the use of grant or
other government funds to pay legal fees is often restricted. These limits are found in OMB circulars, specific program
regulations, and in grant appeals board decisions interpreting the circulars and program regulations.
It is also important for organizations to assess whether the lawyer’s fees exceed the risks of forgoing representation
(and vice versa). Organizations should constantly evaluate whether it is worth having a lawyer – not only do it before
hiring one but also while the lawyer is working for the CAA. Lastly, all fees, are negotiable, so don’t automatically
accept what is first presented to you.

A. Fee Arrangements
Different fee arrangements are available depending on the type of legal service the
organization is seeking. Usually, lawyers charge by the hour. However, if a lawyer is hired
for a particular project, the organization may be able to negotiate a flat fee for the entire
project. If the organization is paying on an hourly basis for a project, the organization
should request that the lawyer: (1) give a fee estimate, based on how many hours s/he
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If a lawyer is hired for
a particular project,
the organization may
be able to negotiate a
flat fee for the entire
project.

Generally, for
purposes of the
federal cost principles
for both nonprofit
and public CAAs, an
attorney is treated as
a professional and/or
consultant because s/
he is a member of a
particular profession
and possesses a
special skill.

thinks the project will take, (2) notify the organization when the hours billed on the project
are nearing the estimated fee and (3) seek approval before spending more time on the
project.
Some lawyers may require a retainer. A retainer is an amount of money (always negotiable)
that the client pays up front, before the lawyer begins work on a matter. The lawyer puts
these funds in a trust and can only use them for legal fees and expenses incurred during
the course of the representation. At the end of the legal matter, the lawyer must return any
unused funds in the trust account to the client. For more information about retainer fees see
Section IV.C below.

Other lawyers may seek a contingency fee which is paid by the client to the lawyer only if
the lawyer successfully handles a case. This arrangement is typically entered into when an
attorney is hired to pursue litigation on behalf of his/her client and is seeking a monetary
award such as in a personal injury or workers’ compensation case. The lawyer agrees to
accept a fixed percentage (often one third) of the recovery, which is the amount finally paid
to the client. If a client wins a case, the lawyer’s fee will be the agreed-upon percentage of the money awarded to the
client. If the client loses a case, no money will be awarded to either the client or the attorney but the client will still be
required to pay the lawyer for the work performed in relation to the case.

B. Creating a Budget for Legal Services
CAPLAW recommends including legal fees in the agency-wide annual budget. Although the nature of legal issues
often means that legal fees may not always be foreseeable, some minimum amount of fees should be included in the
budget for regular legal advice, such as for consultations on employment matters, review of contracts and policies,
and corporate governance issues. The exact amount will of course depend on the size of your CAA, the programs you
run, the legal services you require, and the fees charged by your attorney(s). Some of these fees, such as for review
of policies, contracts, leases, and bylaws, corporate governance issues, general review of employment practices, may
be included in your administrative budget or indirect cost pool. Others, such as legal advice needed to set up a new
affordable housing entity, a lease for a building used exclusively by one program, or a claim brought by a specific
employee, may be more appropriately charged directly to a specific program, assuming it is allowable by the program
rules, as discussed below in Section IV.C. For some costs, such as the cost of legal representations in proceedings with
the government, the CAA may need to use unrestricted funds or obtain pro bono representation.
To determine the appropriate amount to include in the budget, start with looking at past year’s costs. Also, speak to
attorneys that you intend to use to get a sense of how much their services will cost. You may want to consider using an
RFP process, or, if federal grant funds are used, some other process that will ensure the CAA is getting good value and
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the right expertise for its money. See Section III.A for more information about RFPs. If an attorney or firm is willing
to be paid on a retainer basis rather than an ad hoc one, that may enhance your CAA’s ability to plan ahead. In either
case, it is a good idea to obtain a budget from the attorneys or firms for specific projects and review that budget either
periodically or on an annual basis.

C. Using Federal Grant Funds To Pay Legal Fees
The ability to use federal funds to pay legal fees depends upon how the fees arise. The
Office of Management and Budget’s (OMB) basic cost guidelines – found in OMB Circular
A-122 for private nonprofit grantees (A-122) and OMB Circular A-87 for public programs
(A-87)3 – set rules for costs that may and may not be charged to federal grants. The
rules require that all costs paid with federal funds must be reasonable, allocable to a
particular federal program, and documented, among other things.4

Regarding the
establishment or
reorganization of an
organization, OMB
Circular A-122 is clear
that legal fees may not
be paid with federal
grant funds except with
prior approval from the
awarding agency.

Additionally, all legal fees paid for with federal funds must comply with the
requirements for professional service and consultant costs set forth in the federal
cost principles in Section 37 of Appendix B of 2 C.F.R. Part 230 (OMB Circular A-122)
for non-profit CAAs and in Section 32 of Appendix B of 2 C.F.R. Part 225 (OMB Circular
A-87) for public CAAs. Generally, for purposes of the federal cost principles for both
nonprofit and public CAAs, an attorney is treated as a professional and/or consultant
because s/he is a member of a particular profession and possesses a special skill. Thus, as long as the attorney is not
an officer or employee of the CAA, fees associated with his/her services may be paid with federal grant funds if they
are reasonable in relation to the services provided and if they are not contingent upon recovery of the costs from the
federal government.5 To determine if fees are allowable in a specific case, grantees must consider the:
•
•
•
•
•
•

legal service provided compared to what was required,
need to contract with an external lawyer6
past pattern of similar costs,
qualifications and usual fees of the attorney,
whether the legal services may be performed more economically by direct employment rather than by contracting,
and
adequacy of the contract (including service description, time required, compensation, and termination provisions).

Also, any “retainer” fees must be supported by evidence of services available or rendered.7 The application of these
general principles may be complicated by the application of program-specific rules. In many circumstances, grantees
may use federal grant funds to pay for insurance that covers attorneys’ fees in defending lawsuits from third parties.8
Purchasing insurance that cover legal fees is discussed in Section IV.E.
Additional cost principles may also apply to different types of legal fees. Therefore, when determining if federal funds
may be used for payment of legal fees, a grantee must consider whether fees arose from:
•
•
•
•
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the general administration of federal programs;
a private lawsuit;
legal proceedings against the government; or
establishment or reorganization of an organization or termination of a program.
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Lastly, it is important to have documentation to support any payment made to an attorney. A CAA should, thus, ensure
that the attorney’s bills reflect detailed entries as to the service they provide, including the subject of the advice, the
identity of the lawyer or other professional providing services, the amount of time spent (assuming it is paid on an
hourly basis) and the amount for reach matter.

Type 1. Legal Fees Resulting from the Administration of Federal Grants
Grantees routinely incur legal fees that arise from the administration of federal programs, which include, for
example, fees associated with conducting real estate closings, arranging development deals, offering tax credits,
preparing personnel manuals, and presenting training on legal compliance. Federal grant funds may be used to
pay these fees if they comply with the requirements for professional service and consultant costs set forth in the
federal cost principles discussed above in Section IV.C.

Type 2. Legal Fees From Reorganization and Grant Termination
Some restrictions exist relating to the allowability of legal fees associated with CAAs or program life-cycle events,
which include creation of new corporations or other organizations or reorganizations of existing organizations,
as well as voluntary or involuntary grant terminations. Regarding the establishment or reorganization of an
organization, OMB Circular A-122 is clear that legal fees may not be paid with federal grant funds except with prior
approval from the awarding agency.9 In the case of grant relinquishments, legal costs may be disallowed if the
relinquishment is viewed as a termination for default.10 However, grantees should review the grant agreement,
specific laws and regulations for exceptions to these general provisions. The grantee may also consider negotiating
with the funding source to include attorneys’ fees as part of the costs associated with closing out a grant that was
either voluntarily or involuntarily terminated.

The rules
regarding
payment of
litigation-related
legal fees differ
depending on
whether the
litigation involves
a private party
or a unit of
government.

Type 3. Legal Fees From Proceedings Against the Government
For nonprofit CAAs legal fees incurred in connection with litigation against the federal,
state or local government and for public CAA legal fees incurred in litigation with the
federal government are subject to a different, more restrictive set of rules. In proceedings
(which include administrative proceedings, judicial proceedings and investigations) with
the federal, state or local government for nonprofit CAAs and with the federal government
for public CAAs, fee allowability largely depends on which side prevails. If the government
prevails, the general rule is that legal fees from defenses or claims in administrative or
judicial courts are unallowable from the point when an agency issues a final decision letter,
such as a disallowance.11 Should the grantee prevail, the grantee may recover legal fees
under the OMB cost guidelines or under the Equal Access to Justice Act.

Under OMB Circular A-122, a nonprofit grantee that prevails against the government can
bill up to 80 percent of legal fees to a federal grant if:
•
•
•
•

the fees are reasonable,
they are not prohibited by the sponsored award,
they are not otherwise recovered from the federal government or a third party, and
a federal official determines the percentage to be appropriate.12

Prevailing public grantees are not as fortunate; OMB Circular A-87 disallows legal fees whenever a public grantee
initiates claims against the federal government.13
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Nevertheless, a public grantee is not entirely without recourse as either a prevailing nonprofit or public grantee
can overcome these fee limitations by seeking reimbursement under the Equal Access to Justice Act (EAJA).14
The EAJA applies to proceedings against the United States before an administrative agency15 or judicial court16
regardless of which party initiated the litigation. To be eligible for an EAJA award, a grantee must prevail in a
judgment that cannot be appealed. For example, a voluntary change in the government’s conduct is not enough
to make a grantee a prevailing party17, but an order of settlement may be sufficient in a judicial proceeding.18 To
recover fees in an administrative proceeding, the prevailing grantee files an application with the agency showing
that its entitled to receive an award of attorneys’ fees pursuant to 5 U.S.C. Section 504 and the amount sought; in a
judicial proceeding, the prevailing grantee files an application with the court showing that it is entitled to an award
pursuant to 28 U.S.C. Section 2412 and the amount sought. Fees will be awarded unless the agency or court finds
that the position of the United States was substantially justified or that special circumstances make the award of
attorneys’ fees unjust.19

A CAA that does not have
the money to pay for an
attorney’s services should
ask the attorney if he or
she would be willing to
work for the CAA for free,
i.e., on a pro bono basis.

Type 4. Litigation Fees from a Private Lawsuit

Grantees may also incur legal fees in connection with litigation, and the rules
regarding payment of litigation-related legal fees differ depending on whether the
litigation involves a private party or a unit of government. In a private lawsuit, the
grantee normally may pay the fees with federal grant funds consistent with the
general cost allowability and professional fees rules discussed above in Section
IV.C, with a few exceptions. When Circular A-122 was revised in 1998, OMB
comments acknowledged that legal fees from a lawsuit filed by a former employee
for termination or by subrecipients are allowable.20 However, federal funds cannot
cover legal fees incurred in private litigation if the proceeding is an antitrust suit, patent infringement litigation,
or if an organization is found liable or settles when defending a suit brought by an employee under the Major
Fraud Act of 1988.21 These specific costs are subject to disallowance, and grantees should note that administrative
agencies may also disallow legal fees for similar types of litigation.22

Type 5. Litigation Fees Covered by Program-Specific Provisions
In some instances, though, whether the government or the grantee ultimately prevails is not relevant because
payment of litigation-related legal fees is covered by program-specific provisions rather than under the general
OMB cost principles. For example, the Head Start Act prohibits using Head Start funds to pay legal fees in
connection with administrative appeals of terminations, suspensions, and denials of refunding. However, if the
grantee prevails, there is a possibility that reimbursement for fees deemed reasonable and may be determined
and provided by the Department of Health and Human Services.23 Since certain programs have specific regulations
regarding litigation-related and other legal fees, which may be more or less generous than the ordinary OMB cost
principles, grantees must look at program-specific regulations before concluding that a particular litigation related
legal fee is or is not allowable.

Type 6. Legal Fees in Settlement Agreements
Under Circular A-122, a grantee may also be able to charge a federal grant for legal fees from litigation against
the government as part of a settlement or other agreement.24 Legal fees arising from a proceeding brought by
a state or local government may be charged to a federal grant when an authorized federal official specifically
allows the grantee to use federal funds to pay the fees. A grantee may charge a federal grant for legal fees arising
from a proceeding brought by the federal government when it settles with the government and the settlement
agreement states that the fees are allowable costs. However, if a settlement can be interpreted as favorable to the
federal government, and the agreement lacks a legal fee provision, fees may be disallowed. Thus, the terms of the
settlement agreement are very important to a grantee hoping to use grant funds to pay for litigation against the
federal government.
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D. Pro Bono Attorneys:
A CAA that does not have the money to pay for an attorney’s services should ask the attorney if he or she would be
willing to work for the CAA for free, i.e., on a pro bono basis. Depending on an attorney’s case load and resources and
the nature of the CAA’s request, the attorney may be willing to perform services for the CAA at no cost. Alternatively,
an attorney or firm may be willing to discount its regular fees. A CAA should still enter into an engagement letter with
an attorney who works on a pro bono basis. See Section III.B for information about engagement letters. And, the CAA
should still ensure that the attorney has the appropriate expertise.
CAPLAW has compiled a list of nonprofits located throughout the country that aid organizations in obtaining legal
services from attorneys in their communities on a pro bono basis. These nonprofits typically require that organizations
meet certain criteria before receiving services and a CAA should be prepared to participate in the nonprofit’s intake
process.

E. Insurance:
Since the use of government grant funds to pay for legal fees and settlements is somewhat restricted as discussed in
Section IV.C, it is important for CAAs to understand what if any insurance may cover attorney fees and settlement costs.
The various types of insurance a CAA may obtain include general liability, property, auto and directors ‘and officers’
(D&O) coverage.
Generally, insurance is an allowable cost if it is required or approved by the grant award or if certain requirements are
met.25 Insurance maintained by an organization in connection with the general conduct of its operations is allowable
subject to the following limitations:
•
•
•

•

•

•

Types and extent of coverage are in accordance with sound business practice and
CAAs must typically follow
the rates and premiums are reasonable under the circumstances.
procedures set forth in
Costs allowed for business interruption or other similar insurance are limited to
their insurance plans to
exclude coverage of management fees.
notify the insurer promptly
Costs of insurance or of any provisions for a reserve covering the risk of loss or
about claims or potential
damage to federal property are allowable only to the extent that the organization
is liable for such loss or damage.
claims to receive coverage.
Provisions for a reserve under a self-insurance program are allowable to the
extent that types of coverage, extent of coverage, rates, and premiums would have been allowed had insurance
been purchased to cover the risks. However, provision for known or reasonably estimated self-insured liabilities,
which do not become payable for more than one year after the provision is made, may not exceed the present
value of the liability.
Costs of insurance on the lives of trustees, officers, or other employees holding positions of similar responsibilities
are allowable only to the extent that the insurance represents additional compensation. The cost of such insurance
when the organization is identified as the beneficiary is unallowable.
Costs of insurance with respect to any costs incurred to correct defects in the organization’s materials or
workmanship are unallowable.26

Moreover, according to the federal costs principles for grants, actual losses (including those resulting from judgments
and legal settlements) which could have been covered by permissible insurance, but are not, are unallowable
unless: (1) expressly provided for in the award; (2) the costs fall under a nominal deductible that is in keeping with
sound business practice; or (3) the losses are minor ones not covered by insurance, such as spoilage, breakage, and
disappearance of supplies, which occurred in the ordinary course of operations.27 Therefore, it is important for CAAs to
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be sure they have adequate insurance coverage. Also, CAAs must typically follow procedures set forth in their insurance
plans to notify the insurer promptly about claims or potential claims to receive coverage.
To determine if attorneys’ fees, settlement costs and judgment awards are covered by insurance, a CAA must first
understand when obtaining insurance what claims will be covered. Due to the frequently inscrutable language of
policies, CAAs should work with an attorney to determine if a claim is covered, or if the CAA can successfully challenge
a carrier’s denial of coverage or reservation of its right to deny coverage after investigating the claim. It is essential
for CAAs to be familiar with both the specifics of the entire scope and time period of insurance coverage and to
carefully read each potentially relevant policy. CAA’s should review the package as a whole to ensure that all riders,
endorsements, etc., are included in the materials. It may also be necessary for CAAs to understand the interpretations
of the various provisions, including legal research on how particular clauses have been interpreted by the courts.

Again, a careful
reading of the
policy is needed to
determine the level
of attorney choice
permitted to the
insured.

Once coverage is determined, another issue that comes up is who decides on the attorney.
Does the policy permit the insured to select counsel freely? Is the insured required to select
from an identified panel of carrier-approved attorneys? Or does the carrier retain total control
over the appointment of an attorney? Again, a careful reading of the policy is needed to
determine the level of attorney choice permitted to the insured. If CAA has a long-standing
relationship with an attorney or firm, and the attorney is not on the pre-approved panel,
the CAA may wish to consider negotiating to add a rider to the policy permitting use of that
attorney or firm. The attorney may also want to investigate how to be included in the carrier’s
general panel of approved attorneys.

The carrier may set a cap on hourly fees that is lower than the attorney’s or firm’s standard rates. The CAA should be
aware of this fact and the attorney and CAA should discuss ahead of time whether it will be responsible for paying the
difference. The CAA should also negotiate with the insurer on the cap, if any, and, if possible, specify that the cap will
not apply if the insurer only agrees to cover a claim under a reservation of rights, rather than full coverage.
Settlements of lawsuits are another hot issue. Again, CAAs should read the policy carefully as to who has the final say
on settlements. Some policies will give the insured the authority to veto a settlement, others will not. If the insured
does have the right to veto a settlement, and the case goes to trial, often the carrier will only be obligated up to the
settlement amount.
Finally, it is important for CAAs to obtain professional advice in selecting the appropriate types and amount of insurance
coverage and to review their coverage every few years. CAAs should also review their coverage during the policy period
to determine if they have taken on additional risks (for example occupied new properties or started new programs that
need to be insured).
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Section V. What Is the Role of an Attorney on
the Board of Directors?
Because attorneys are trained to spot issues, identify risks and propose options, they play an essential role on a CAA
board of directors. The importance of an attorney’s role on the board has increased since the 2007reauthorization of
the Head Start Act which now requires the governing body of a Head Start grantee to have at least one member who
is a licensed attorney familiar with issues that come before the board. However, if a licensed attorney is not available
to serve on the board, a consultant or another individual with relevant expertise must work directly with the board.28
The only guidance from the Administration of Children and Families (ACF, the division of the U.S. Department of Health
and Human Services (HHS) overseeing the Head Start program) regarding this requirement is in the form of a Policy
Clarification which, in response to the following questions, simply states:
1. Does “licensed attorney” include an attorney who is licensed in a state other than the one in which the Head Start
program is located?
2. Does “licensed attorney” include an attorney who is retired, and registered with the state bar but no longer required
to maintain continuing legal education courses? As long as the individual is licensed to practice law and is ‘familiar
with issues that come before the governing body,’ including issues under the laws of the state in which the grantee
operates, he or she will be considered to have met the requirements of the Head Start Act.29
Due to the lack of additional guidance from ACF along with the new emphasis placed by Head Start on the inclusion
of an attorney serving on or as a consultant to the board, many attorneys asked to join, consult with or remain on CAA
boards are unsure of their roles.

Like all other board
members, attorneys on
a nonprofit CAA board
are subject to state
nonprofit corporate
laws which impose two
main fiduciary duties:
the duty of care and
duty of loyalty.

The role of an attorney on a CAA board is different than the role of other board members.
Like all other board members, attorneys on a nonprofit CAA board are subject to state
nonprofit corporate laws which impose two main fiduciary duties: the duty of care and
duty of loyalty. In discharging these duties, non attorney board members may be held to
a “‘reasonable person’ standard, which means the [board member] must exercise the care
of an ordinarily prudent person would exercise under similar circumstances.”30 However,
an attorney board member would more than likely be held to a higher standard – the
“reasonable person” standard for someone with the same background.31

Additionally, the specific laws that authorize the different types of funding a CAA receives
often either include requirements or offer guidance on the roles, responsibilities and
expectations of all board members, including attorney board members. The unique source
of funding received by all CAAs is the Community Service Block Grant (CSBG) and the Office of Community Services
(OCS, the division of HHS overseeing CSBG programs) offers guidance on the roles and responsibilities of CSBG board
members in Information Memorandum 82.32 Additionally, the Head Start Act sets forth specific requirements for board
members.33
In meeting the general board member requirements, attorney board members often encounter issues distinctive to
their service on the board because of their known expertise in certain areas of the law. The issues faced include: (1)
role confusion, i.e., determining when they are acting as a board member, attorney or both; (2) potential conflicts of
interest involving the attorney-director’s law firm/law practice, attorney’s current and prospective clients and decisions
to hire outside counsel; (3) the application of the attorney-client privilege; and (4) the heightened liability exposure
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An attorney who
regularly provides
legal services
to a CAA and is
asked to serve on
the board should
consider several
issues relating to
this dual role.

resulting from the attorney board member’s competency to provide an opinion in an area of
law in which the attorney board member does not regularly practice.34

The attorney board member must be prepared to manage the expectations of the other board
members regarding the attorney board member’s ability to provide legal representation and
advice. An attorney who regularly provides legal services to a CAA and is asked to serve on the
board should consider several issues relating to this dual role. If the attorney board member
r is providing free legal advice to a CAA or providing paid legal advice to a CAA that does not
receive Head Start funds, the attorney should (1) consider whether performing the work for
the CAA poses a conflict of interest and (2) clearly delineate for the board when s/he is acting
as either an attorney or simply as a board member to ensure that attorney/client privilege
is preserved when s/he is acting as an attorney. Moreover, attorneys considering taking a
position as an officer of the CAA should be aware that federal grant funds may not be used to pay for professional
services, including legal services, provided by a grantee officer or employee.35
However, if the attorney is providing paid legal services to a CAA that receives Head Start funds, the attorney is
prohibited from serving on the board pursuant to the Head Start Act’s conflict of interest provision which states that
“[m]embers of the governing body shall . . . not have a financial conflict of interest with the Head Start agency (including
any delegate agency)” and shall “not receive compensation for serving on the governing body or for providing services
to the Head Start agency.”36
Generally, an attorney board member is not a substitute for a CAA’s inside or outside legal counsel. Most attorneys
specialize in specific areas of law that may not be directly relevant to the organization and, even if an attorney board
member possesses expertise in an area of law relevant to a CAA, the attorney board member’s specialized knowledge
does not absolve other directors from their fiduciary duties as board members. Ultimately, it is very important for all
board members to be cognizant of the potential issues involved when an attorney board member is also asked to serve
as legal counsel for the CAA or board. The board should also not lose sight of the benefits, other than legal advice, that
an attorney board member will bring to the board. An attorney board member provides a different perspective and
adds an extra layer of vigilance to board deliberations and actions. Attorney board members are invaluable for pointing
out the red flags and for proposing procedures and methods for addressing matters.37
Attorney board members should disclose to the board any potential conflicts of interest (while being mindful not
disclose client confidences) and how those conflicts may prevent the attorney board members from performing his/
her duties as a board member. The attorney board member may request that the board take precautionary measures
to avoid conflicts such as not seeking paid legal services from the attorney board member’s law firm/law practice.38
Attorney board members should recuse themselves from any discussions or actions relating to the relationship of the
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attorney board member or his or her firm to the CAA, compensation of the firm, and
any other matters in which the attorney board member has a personal interest. If an
attorney board member agrees to take on a specific limited representation of the CAA,
such as preparing restated articles of incorporation or an employment agreement for
the executive director, the attorney should clearly explain in writing the extent of the
representation. Moreover, an attorney board member engaged in such representation
should work with the board to carefully consider his/her ability to exercise
independent judgment when deciding whether or not to participate in the board
approval of any actions relating to the representation, such as voting on the restated
articles of incorporation or the employment agreement.39

If an attorney board
member agrees to take
on a specific limited
representation of the
CAA ... the attorney
should clearly explain in
writing the extent of the
representation.

The attorney-client privilege would only apply to attorney board members if they communicate with the board as an
attorney for the CAA. If attorney board members assume such a role, they should explain that role to the board and
remind the board how to preserve the attorney-client privilege. Moreover, before an attorney can commit to serving
on a CAA board, s/he will need to check his/her malpractice insurance to see if s/he is permitted to serve on a nonprofit
board and, if as a nonprofit board member, s/he is also able to periodically serve as the organization’s legal counsel.
Lastly, an attorney board member’s exposure to liability may be limited by D&O coverage carried by the CAA.40
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FOOTNOTES
1.

2 C.F.R. §§ 215.40 - .48.

2.

These requirements do not necessarily apply to federal block grants administered by the states. However, many
states incorporate OMB Circular A-110 into their contracts and the federal Office of Community Services has
taken the position that A-110 applies to all Community Services Block (“CSBG”) eligible entities. The federal
CSBG Act requires states to ensure that OMB cost and accounting principles are applied to eligible entities, but
says nothing about OMB administrative requirements for grants.

3.

The OMB cost principle circulars have been codified in the Code of Federal Regulations (C.F.R.). Circular A-87
(A-87) can be found at 2 C.F.R. Part 225 and Circular A-122 (A-122) can be found at 2 C.F.R. Part 230.

4.

2 C.F.R. Part 225, App. A; 2 C.F.R. Part 230 App. A. All references in this article will be to the Code of Federal
Regulations Citations.

5.

2 C.F.R Part 230, App. B, ¶ 37; 2 C.F.R. Part 225, App. B, ¶¶ 10.b and 32.

6.

See Marie Detty Youth and Family Services Center, DAB No. 1643 (1998).

7.

2 C.F.R. Part 230, App. B, ¶¶ 37.b-c; 2 C.F.R. Part 225, App. B, ¶¶ 32.b-c.

8.

2 C.F.R. Part 230, App. B ¶ 22; 2 C.F.R. Part 225, App. B ¶ 22.

9.

2 C.F.R. Part 230, App. B, ¶ 31.

10.

2 C.F.R. Part 230, App. B, ¶ 48.e.

11.

2 C.F.R. Part 230, App. B, ¶ 10.b; 2 C.F.R. Part 225, App. B, ¶ 10; See 1998 A-122 Comments

12.

2 C.F.R. Part 230, App. B, ¶ 10.e. OMB comments to the 1998 revision of Circular A-122 indicate that legal fees
may be allowable, up to 80 percent, if a nonprofit’s position is sustained by the administrative appeal process or
a settlement agreement. See 1998 A-122 Comments.

13.

2 C.F.R. Part 225, App. B, ¶ 10.b.

14.

See 5 U.S.C. § 504; 28 U.S.C. § 2412.

15.

5 U.S.C. § 504.

16.

28 U.S.C. § 2412.

17.

Buckhannon Bd. and Care Home, Inc. v. W. Va. Dep’t of Health and Human Resources, 532 U.S. 598 (2001).

18.

28 U.S.C. § 2412.

19.

5 U.S.C. §504 (a); 28 U.S.C. § 2412 (d).

20.

See Cost Principles for Non-Profit Organizations; Notice, 63 Fed. Reg. 29794-5 (June 1, 1998) (1998 A-122
Comments).

21.

2 C.F.R. Part 230, App. B, ¶¶ 10.f h.

22.

See, e.g., Humanics Associates, DAB No. 860 (1987) (disallowing legal fees in a suit alleging unfair competition
and use of a trade name, on the ground that the suit concerned the livelihood of the organization and protection
against competitors rather than the operation of federal programs).
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23.

The 2007 Head Start Reauthorization, “Improving Head Start for School Readiness Act of 2007,” Pub. L. 110-134
(2007), required that procedures be established to allow for reimbursement of reasonable and customary fees to
be reimbursed in cases where the grantee prevails in an action to terminate or reduce their funding or deny an
application for refunding.

24.

2 C.F.R. Part 230, App. B, ¶¶ 10.c-d.

25.

2 C.F.R. Part 230, App. B, ¶ 22.a.(1), (2).

26.

2 C.F.R. Part 230, App. B, ¶ 22.a.(2).

27.

2 C.F.R. Part 230, App. B, ¶ 22.a.(3).

28.

42 U.S.C. § 9837(c)(1)(B)(iii), (iv).

29.

Policy Clarification, OHS – PC – E – 026 .

30.

See Jack B. Siegel, A Desktop Guide for Nonprofit Directors, Officers, and Advisors:  Avoiding Trouble While Doing
Good, John Wiley & Sons, Inc. (2006) at 81.

31.

Lisa A. Runquist, The ABCs of Nonprofits, American Bar Association (2005) at 21.

32.

See Information Memorandum 82.

33.

See 42 U.S.C. § 9837(c)(1)(E).

34.

See Lawyers’ Service on Nonprofit Boards, Managing the Risks of an Important Community Activity, by Willard
L. Boyd III, American Bar Association Business Law Today, Volume 18, Number 2, November/December 2008
available at http://www.abanet.org/buslaw/blt/2008-11-12/boyd.shtml.

35.

2 C.F.R. Part 230, App. B, paragraph 37.

36.

42 U.S.C. § 9837(c)(1)(C)(i) and (ii).

37.

Id.

38.

CAAs who are Head Start grantees should review their conflict of interest policies (which are required by the
Head Start Act) to determine if an attorney from a firm with which the CAA does business may serve on its
board. The answer may depend, for example, on how the policy defines a conflict of interest. Do non-owner firm
employees (i.e. associates), or owners (i.e. partners) who have a very small ownership interest, (less than 5%, for
example) come within the policy’s definition of a “financial conflict of interest”?.

39.

Id.

40.

Id.
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