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Who We Are

The mission of the Admin’s Office of Grants 
Management is to standardize, streamline and 

improve state grant-making practices, as well as to 
increase public information about state grant 

opportunities.

Find out more at 
Office of Grants Management
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http://www.mn.gov/administration/government/grants/


Training team: 

Naomi Munzner
*Director, Office of Grants Management
*Provides policy leadership and direction to 
promote consistent grants administration between 
state agencies, funders, and grantees. 

*Coordinates, develops and shares effective 
resources to support standardized, streamlined, 
and improved state grant-making practice.  
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Training team: 

Amanda Graeber
*Minnesota Department of Natural Resources
*Office of Management and Budget Services (OMBS) 
Grants Manager

*The Grants Unit within OMBS coordinates and assists 
with federal grants and legislatively mandated pass-
through grants. It is also responsible for providing 
department-wide oversight and guidance through grant 
policies and procedures. 
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Training team: 

Nicole Medeiros
*Minnesota Department of Human Service
* Internal Auditor
*Prior corporate tax auditor with MN Department of Revenue

Mark Allan, CPA, CFE
*Minnesota Department of Human Services
* Internal Auditor
*Prior audit work at DNR and OLA
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Training team: 

Jonah Anderson
*Contractor

*Bachelor’s in Accounting

*8 years accounting experience, over 4 with non-profits 
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Today’s Presentation Objectives

• Build knowledge on the minimum requirements of 
grants_policy_08-06

• Build confidence, comfort, and skill capacity with state 
grants staff

• Provide a baseline understanding of what to look for when 
reviewing financial non-profit documents 
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http://www.mn.gov/admin/images/grants_policy_08-06.pdf


08-06 policy requirements

State policy requires that 
nongovernmental organizations 
demonstrate financial stability

*Before awarding a grant of over $25,000 to a 
nongovernmental organization, state agencies must assess a 
recent financial statement from that organization.

*Items of significant concern must be discussed and resolved 
before the grant is awarded.
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08-06 policy requirements

State agency staff must review the 
following for grant applicants based 
on their annual income:
▫Under $50,000 (or not in existence long enough to have 

completed IRS Form 990 or an audit): most recent board-
reviewed financial statements
▫ $50,000-$750,000: most recent IRS Form 990
▫Over $750,000: most recent certified financial audit
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One Perspective on 
Implementing 08-06
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What does the policy 
require?

*“Before awarding a grant of over $25,000 to a nongovernmental 
organization (NGO), Minnesota state agencies must assess a 
recent financial statement from that organization. Items of 
significant concern must be discussed with the grant applicant 
and resolved to the satisfaction of state agency staff before a 
grant is awarded.”
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When does the policy 
apply?

*This policy applies to competitive and sole/single source grant 
review processes.

*Legislatively-named and formula grants processes are not 
subject to this policy. 

*This policy also does not apply to grants to individuals or to 
bonding and capital grants. 
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What do I have to do?

*First, state agency staff must review the following for 
grant applicants based on their annual income:

oUnder $50,000 (or not in existence long enough to have 
completed IRS Form 990 or an audit): most recent board-
reviewed financial statements

o$50,000-$750,000: most recent IRS Form 990

oOver $750,000: most recent certified financial audit
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What then?

*State agency staff must:
oAssure that the organization is financially stable, 
oDetermine whether the grant applicant has a significant 

operating deficit or a deficit in unrestricted net assets, 
oDiscuss any concerns about information contained in the 

financial documents with the applicant before awarding a grant.
oDocument (and keep in the grant file) which financial 

statement they reviewed and their rationale for awarding the 
grant. 
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What if I’m not an 
accountant or auditor?

*That’s okay! You are not alone. Most of us aren’t – and we don’t 
have to be!

*This policy requires a financial review – not an audit. 
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DNR Case Study

*Large, matrix organization

*Many locations across the state

*Decentralized grant programs across several divisions

*A relatively new agency-wide grants unit that developed an 
equally new agency-wide grants management policy
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The Overall Goal

*Develop grant-making and grant administration guidance for all DNR 
grant staff based on OGM grant policies

*Add departmentally relevant specificity to policies provided by OGM

*Allow for necessary and appropriate customization by individual grant 
program as needed

*Help DNR grant staff continue to do their job and do it well
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The Strategy, as it relates 
to 08-06

*Work with internal audit (specifically an internal audit staff member 
who is a forensic accountant) to describe terms/expectations that 
might be unfamiliar to grants staff such as:
oIdentifying an IRS Form 990, Board-reviewed financial statements, and certified 

financial audits

oRecognizing items of significant concern

oAssuring the organization is financially stable

oDetermining whether there is a significant operating deficit or a deficit in 
unrestricted net assets
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The Outcomes

*Creation of a Financial Review Procedure that unpacks 
terms/expectations that may be unfamiliar

*Creation of a Financial Review Form to streamline 
documentation and substantiate completion of the financial 
review in the grant file
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Financial Review Form
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Advice From Auditors

Nicole Medeiros
*Minnesota Department of Human Service
* Internal Auditor
*Prior corporate tax auditor with MN Department of Revenue

Mark Allan, CPA, CFE
*Minnesota Department of Human Services
* Internal Auditor
*Prior audit work at DNR and OLA

21



Financial Review 101

*The Financial Review Procedure includes a Financial Review 101 section with 
answers to questions such as:
oWhat is a “significant operating deficit” and how do I find out if an organization 

has one?

oWhat is an “unrestricted net asset deficit” and how do I find out if an organization 
has one?

oWhat are some examples of “other concerns about financial stability” and how do 
I look for them? 

oWhat do I do if I have concerns following a review of an organization’s financials? 
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Operating Deficit-Statement of 
Activities

* If an operating deficit is detected in 
an annual statement, it would be 
important to review prior year(s) 
information to determine whether 
there is a pattern of deficit spending 
that could signify future cash flow 
issues for the grantee.

oInformation about operating deficits 
will be found in the portion of the 
financials called “Statement of 
Activities”. 
oYour professional judgment should 

be used to determine whether the 
deficit is significant. 23



Statement of Financial 
Position*The “Statement of Financial Position” is an 

important resource to use. It reports the 
cumulative effect of all of an organization’s 
financial activity over the years and signals 
financial health or problems. Healthy 
organizations build up unrestricted net 
assets and maintain reasonable amounts of 
debt. Organizations with serious financial 
problems report diminishing or even 
negative (deficit) unrestricted net assets.

oAs a rule of thumb, “yellow flags” are on 
the “Statement of Activities” and “red 
flags” are on the “Statement of Financial 
Position”.
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Unrestricted Net Assets
*Unrestricted net assets are assets without 

donor-imposed restrictions. It can include 
assets such as cash, short-term 
investments, or other items readily 
converted to cash which can be used 
without restriction. Often times, this 
category is used to pay bills and keep the 
organization afloat.

oUnrestricted net asset information will be 
found in a section of the financials called 
“Statement of Financial Position”. 
oAgain, your professional judgment should 

be used to determine whether the deficit 
is significant, but it is important to note 
that deficits in unrestricted net assets are 
of more importance/concern than 
operating deficits. 25



Unrestricted Net Asset Deficit
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Other Indicators of Financial Health-Debt Levels
*Debt levels are another indicator of an organization’s financial 

health. 
oInformation about debt would be found in the “Statement of 

Financial Position” under the “Liabilities” section.

oThe debt ratio is a measure of an organization’s debt burden: Debt 
ratio = total liabilities / total unrestricted net assets

oThere is no one magic number that signifies a healthy debt load –
every organization will have different dynamics. If you have spotted 
some concerning items in the financial statements, a look at the 
direction of the debt ratio would be prudent.

oLook at the ratio across a few years – if the number is increasing, 
this is a bad sign. Conversely, if the number is getting smaller, this 
is a sign that the organization’s health could be getting stronger.
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Debt Load is the primary issue with 
this scenario. 

In 2013 it is 19%
2014 it is 378%
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The primary issue in this 
scenario is negative change in 
net assets from operations. 

While the change in net assets 
below is positive, the only 

reason this happened is due to a 
loan forgiveness.

29



Take a close look at the 
relationship between 

declining revenues and 
increasing expenses. In 
2014, the organization 
shows a negative net 
change in Net Assets.
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Cash and grant receivables 
(incoming grant payments) 
are declining. These are 
short term assets used to 
keep organization afloat.

Debt load is increasing. In 
2013 it is 73%
2014 it is 758%
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Other Considerations
* Inconsistent financial presentations

*Length of time to receive requested information

*Do not hesitate to ask for board meeting minutes and the organization’s 
bylaws

*Determine if the board meets according to bylaws

*Determine if the board takes active role in monitoring finances

*Get a second opinion (internal audit)
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Advice from an Accountant

Jonah Anderson

*Contractor

*Bachelor’s in Accounting

*8 years accounting experience, over 4 with non-profits 
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Form 990 is the Internal Revenue Service (IRS) form called Return of Organization Exempt from 
Income Tax. This federal form must be filed annually by tax exempt organizations. However, 
some organizations such as churches are exempt from filing, and small organizations are allowed 
to file Form 990-EZ. Form 990 is also useful for understanding aspects of an organization's 
mission, programs, and finances. 

34



Today’s purpose
*Gain exposure to the 990 form

*Gain comfort with high level data provided within

*Learn a few key areas to look at on the 990 form
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*The organization should spend no more than 25% of their total expenses on 
administrative overhead and fundraising costs combined.

*To determine the percentage going to programs for the charity you are 
reviewing, scroll to page 10 (Statement of Functional Expenses), find Line 25 
(total functional expenses). Divide column B (program services) by column A 
(total expenses). 

*
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*Executive Pay: Based on the analysis of thousands of mid to large charities 
in America - shows that the average CEO compensation is about $130,000

*On page 7 of the Form 990 
(Compensation of Officers, 
Directors, etc.) organizations 
are required to report any 
current officers making over 
$100,000 annually. Keep in 
mind that a variety of factors 
impact pay including 
geographic location, size of 
the organization, and type of 
work performed.

*
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*Growth of Revenue and Program Expenses: Determine if the entity you are 
reviewing is expanding or shrinking over time

* You can quickly do this by comparing page 1, line 12(Total Revenue) of the current 
year with the prior year (s), then do the same with the Total Expenses- page 1, line 
18. While the growth doesn't need to be dramatic, charities that fail to grow at 
least at the rate of inflation are in fact shrinking and thus cutting the very 
programs that they want to support.
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*Types of Support: Take a look 
at lines 1a through 1g (on page 
9, "Statement of Revenue") to 
learn about a nonprofit’s 
funding sources. Some charities 
rely heavily on membership 
dues (line 1b), or government 
support (line 1e) while others 
survive almost solely on 
individual contributions and 
fundraisers (line 1f; 1c) and still 
others depend on program 
service revenue (line 2g).

*
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* Having multiple sources of revenue can be beneficial for a 
nonprofit. For example, if an organization experiences a drop in 
donations from individuals, then it can draw from other revenue 
sources to sustain its programs. If a nonprofit has no revenue 
listed on line 1f, then it may not even be prepared to accept 
private contributions.
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*Fundraising Costs Allocated to Program Costs: Joint costs, 
reported in Part IX, line 26, refer to activities that combine 
educational campaigns with fundraising. Joint costs can disguise 
a charity’s true fundraising costs and inflate its programs

* You can see the amount of joint costs in a nonprofit's program 
expenses by dividing line 26, column b by line 25, column b 
(total program expenses). 

*
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*Professional Fundraisers: If a nonprofit uses a professional 
fundraiser, then be aware that part of donation (usually a 
considerable amount) will go to that for-profit fundraising firm 
and not to the charitable programs/services
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* You can determine if a charity uses professional fundraisers by 
examining the charity's Form 990 in Part I, line 16a, column 
band in Schedule G (which offers a more detailed breakdown). 
If the nonprofit is spending a lot on outside fundraising firms 
then little is going towards its charitable mission.
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Look Beyond the numbers
*Things to look for: Where does the money come from? Is there 

just one large donor supporting the operations?

*A low cash-to-current liabilities ratio might indicate potential 
problems in meeting obligations.

*Having two years' worth of data helps determine the direction 
of the agency.

*Look for things that have changed, such as increasing 
administrative costs. 
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Grant agreements
*Grant agreements are a key control to addressing risk and/or higher 

need grantees:

* ◦ Regulatory compliance

* ◦ Monitoring program and financial performance

* ◦ Protects the state

*Higher risk grantee? Consider extra protections in grant agreement:

* ◦ Different payment terms

* ◦ Monitoring requirements detailed in agreement

* ◦ Extra reporting requirements or update meetings
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Office of Grants Management grants policies

Office of Grants Management training

Nonprofits Assistance Fund financial reporting resources

Economic Research Institute: I990 search

Guidestar: I990 search

IRS instructions for the I990

National Center for Charitable Statistics

KnowledgeBase - Financial terminology and the Form 990 (FAQ)

Association of Government Accountants Toolkits and Guides
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http://www.mn.gov/admin/government/grants/policies-statutes-forms/index.jsp
http://www.mn.gov/admin/government/grants/training/
https://nonprofitsassistancefund.org/resource-categories/financial-reports
http://www.eri-nonprofit-salaries.com/index.cfm?FuseAction=NPO.Search
http://www.guidestar.org/
http://www.irs.gov/pub/irs-pdf/i990.pdf
http://nccs.urban.org/index.cfm
http://nccsdataweb.urban.org/knowledgebase/detail.php?linkID=116&category=11&xrefID=3311&close=0
https://www.agacgfm.org/Tools-Resources/Overview.aspx
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