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February 28, 2013 

 

   

Executive Committee 

Chattanooga Regional Homeless Coalition (CRHC) 

600 N. Holtzclaw Avenue 

Chattanooga, TN 37404 

 

 

Attached is my amended report of major issues and items noted from my review. The 

purpose of this engagement was to perform limited procedures on the twenty-nine months 

ended November 30, 2012 to help identify material discrepancies in the agency’s record 

keeping and develop recommendations for operation improvements of the agency. 

 

Potential Fraudulent Activities – While a primary purpose for this engagement was to 

determine whether and fraudulent activities occurred, it cannot be relied upon to disclose 

all errors, fraud, or illegal acts that may exist but every effort has been made to inform 

you of any material errors and any evidence or information that comes to my attention. A 

review of activities for the twenty-nine month period indeed confirmed that the former 

Executive Director (ED) indeed did avail itself to a salary increase beyond the amounts 

CRHC Boards approved authorized amounts for the operating budgets for 2011-2. A 

review of annualized salary amounts made during the 29 month period revealed the 

following trend: 

 

  Period        Annualized Rate 

July 2010 – November 2011   $84,000 

November 2011- August 2012  $88,481 

August 2012 – November 2012  $84,000 

 

The Independent Auditor has also corroborated that the ED had processed a $280 per pay 

period increase during this period and noted $4,481 in unauthorized payments in the 

fiscal 2012 audit. I am pleased to report that after performing various procedures such as 

reviewing check registers, bank statements, general ledger, budgets, and a sample of 

cleared checks for FY 2011 and FY2012, no additional instances of potential fraud or 

personal inurnment came to my attention.    

 

Recommended action required: None – The Executive Director subsequently resigned 

and no further action would prove beneficial. 



Failure to complete submission of Single Audit Act Reporting Package to the 

Federal Audit Clearing House as required – A website inquiry of the Federal Audit 

Clearinghouse did not reveal any financial information regarding the Chattanooga 

Regional Homeless Coalition that one might expect. A review of CRHC audits (from 

fiscal Years 1999 to present) revealed that Federal grant funding (as detailed in Exhibit 1) 

 was sufficient to require that a Single Audit be performed for four of those years.  

 

A review of the audits for the Fiscal Years 2010 and 2011 contained the required reports 

that indicated that sufficient procedures were performed so that the required auditor’s 

reports needed for a Single Audit were included. However, audits for these periods did 

not include the required Management’s Discussion & Analysis (MD&A) nor were the 

audits submitted to the Federal Audit Clearing House within 9 months of the end of the 

fiscal year as required. Consequently, CRHC has not been included in the Federal Data 

Base and is not in compliance with the provisions of the Single Audit Act. 
 

Continued failure to complete the Single Audit process as required could cause Federal agencies 

and pass-through entities to take appropriate action using sanctions such as:  

 

(a) Withholding a percentage of Federal awards until the audit is completed satisfactorily;  

 

(b) Withholding or disallowing overhead costs; 

 

(c) Suspending Federal awards until the audit is conducted; or 

 

(d) Terminating the Federal award. 

 

Recommended action required: As an adjunct to my engagement, I prepared a draft of 

the MD&A that has been reviewed by management and incorporated into the June 30, 

2012 auditor’s report so that the audit is both compliant with the Single Audit Act and 

can submitted to the Federal Audit Clearinghouse as required. As of the date of this 

report the Audit has not been presented or accepted by the CRHC board. I recommend 

that upon acceptance, the electronic submission of the required Data Collection Form be 

completed so that no compliance issues will exist related to the FY2012 audit. 
 

CRHC’s FY2013 Cash Positions- A review of December 2012 Bank account activity 

revealed that the Agency’s operating account cash position (-$1,494,34 at 12/29/2012) 

has deteriorated to near zero. In fact, had the excess proceeds from the Grateful Gobbler 

walk been unavailable, it is quite possible that there would not have been enough funds in 

the SunTrust operating account to meet payroll obligations on  December 28, 2012. It is 

quite clear that in the absence of an Executive Director that grant requisitions were not 

up-to-date and this contributed to the lack of available cash flow. 

 

Recommended action required: Subsequent review of FY 2013’s activity revealed that 

the interim Executive Director has been diligent in bringing the delinquent requisitions 

up-to-date to significantly improve the agency’s cash position. CRHC needs to continue 

to explore additional sources of unrestricted cash to help cover the general and 

administrative activities that remain unfunded by the current Federal grants. 
 



Program Accounting Weaknesses- A review of historical financial activities by 

function and program area revealed several operational deficiencies that need to be 

addressed. 

 

1. Financial Statements are not presented to reflect the true operating position 

for each program - A review of financial statements from 1999 (inception) to 

present revealed that CRHC has not been tracking equity on a programmatic or 

functional level to adequately detail the  financial position for each program area 

for the agency. While in each annual audit, it has presented detailed revenues and 

expenses for each financial area, no effort has been made to adequately verify that  

each grant or activity is financially viable.  A reconstruction of audited financial 

statement activities through June 30, 2012 , as well as current projections for FY 

2013, revealed the following breakouts of program equity : 

 

6/30/2012 Fiscal 6/30/2013

PROGRAM EQUITY 2013 PRJECTED

Community Voice Mail 34,114.00$             -$                      34,114.00$        

Support Housing/ESG (40,229.00)$            -$                      (40,229.00)$      

CDBG 2,912.00$               -$                      2,912.00$          

Grateful Gobbler 133,876.00$           76,883.06$           210,759.06$      

HMIS 43,708.00$             -$                      43,708.00$        

COC (76,181.00)$            -$                      (76,181.00)$      

City HPRP 2,080.00$               -$                      2,080.00$          

THDA HPRP 14,454.00$             -$                      14,454.00$        

Foundations (5,282.00)$              -$                      (5,282.00)$        

Other 122,613.00$           -$                      122,613.00$      

General and Admin (190,915.00)$          (51,748.39)$          (242,663.39)$    

Total 41,150.00$             25,134.67$           66,284.67$        

 
Recommended action required: As indicated above, the existence of over 

$200,000 of accumulated unallocated general expenses since agency inception has 

caused CHRC to rely heavily on Grateful Gobbler proceeds to continue 

operations. While no material amounts of questioned costs or activities not related 

to operations of assisting the homeless community were noted, the utilization of 

these funds is not consistent with the community marketing or identified program 

operations that indicate that net proceeds go directly to services for the homeless. 

Accordingly, I recommend that the Board adopt a new policy that allows for the 

inclusion of a nominal amount of indirect costs that can be utilized from the net 

proceeds of future events. In addition, every attempt should be made to reduce 

this allocation to a reasonable and acceptable level in order to maximize the 

amounts available for the provision of direct services as provided by distributions 

to the agencies that rely heavily on the availability of these services 



2. Financial Statements do not accurately capture the true costs for operating 

each program - A review of audited financial statements from inception (FY99 

to present) revealed that CRHC has typically made little attempt to allocate the 

indirect costs to the program area incurring the costs. As a result, it is difficult to 

at any point in time to ascertain if true accrual accounting is being properly 

maintained. 

 

While the financial statements for the ended June 30, 2011 attempted to address 

this deficiency for the first time (as six out of seven grants had revenues equal to 

expenses), there was not sufficient detail to determine the source of all revenues 

for each program to adequately validate the propriety of the financial statement 

presentation. For instance, the audited financial statements for the year ended 

June 30, 2011 indicated $72,072 of program revenue and $72,072 of program 

services for the Grateful Gobbler Walk (GG). A review of the IRS form 990 for 

the same period indicated that $72,072 of revenue was recognized but only 

$42,554 of expense incurred which left an unaccounted operating variance of 

$29,518 between the two reports. Given that net proceeds of this program are 

designated for direct services to the Homeless, it is mission critical that ultimate 

transparency exists for this program so that contributors can be assured that 

donations are being used for their intended purpose. 

 

In addition, in the non-profit sector there are two common financial indicators are 

the program-spending ratio and the fundraising-efficiency ratio that contributors 

utilize to measure the effectiveness of a particular charity. The program-spending 

ratio is calculated by dividing total program expenses by total expenses. The 

fundraising efficiency ratio is calculated by dividing Fund raising costs by total 

contributions. Being able to readily provide this information would be helpful to 

allow potential donors to know exactly how much of their contribution would go 

for direct services and how much went for administrative costs.  

   

Recommended action required: CRHC should make every effort to identify all 

non-grant funded G&A costs in advance of the event and  include these amounts 

in all future GG correspondence so that ultimate transparency can be maintained 

and that the 10 or so agencies can be assured that funds will be available to 

continue to provide these critical services to meet the needs of the homeless 

community.:  

 

3. Agency Budgets lack adequate detail – Attempts to locate budgets with the 

adequate level of detail were not always successful. In addition, a review of 

monthly financial statements presented to the Board with budget to actual 

presentation did not have the level of detail required to determine if proper 

controls are in place, whether various programs operations were progressing as 

planned, and whether or not all programs were financially viable. This lack of line 

item detail made it possible for the Executive Director to receive more salary that 

authorized and for the manipulation of financial records to not be discovered for 

several months. 



Recommended action required: As part of my engagement, I worked closely 

with the Board appointed financial representative to develop a program by 

program budget to help facilitate strategic decision making. As a next step, the 

chart of accounts and monthly financial statements should be aligned to this 

format to provide greater financial detail by program and every effort should be 

made to reasonably allocate indirect costs wherever possible. To facilitate 

equitable distribution of indirect expenses to the cost objectives served, it is 

necessary to establish a number of pools of indirect costs within the 

organizational budget and these should be linked to a time study to make sure that 

costs are charged to the cost center  This will insure that program budgets are 

balanced and revenues from other operations are not utilized to fund an operation 

without board approval An analysis of the budget for the remainder of FYE 

06/30/2013 revealed that a deficit of between $25-50K can be expected based 

upon projected hiring and expenditure levels. 

 

4. Centralized Software System not being maintained – A review of internal 

controls revealed that CRHC is utilizing QuickBooks Accounting for Non-Profits, 

which is a fairly comprehensive software package that can adequately meet the 

needs of the agency if properly maintained. We did note however that the general 

ledger was not being housed on a centralized server and as such if another user 

needed to update the information a backup was created and transferred to another 

machine. As a result, at the time of my initial review, it was difficult to ascertain 

if all records were indeed posted and whether such posting were done on a timely 

basis. In December 2012, CHRC contracted with an independent bookkeeper that 

has greatly improved financial accountability.  

 

Recommended action required: CRHC should network the users of the 

Quickbooks onto a server with multi-user access to a single system to avoid the 

existence of several versions of the general ledger. This will avoid the existence 

of multiple sets of books which may have inconsistent data due to the lack of a 

central clearinghouse to record and house agency data. In addition, the agency 

should provide the Bookkeeper remote system access to be able to monitor and 

input data into the system. This will insure that CRHC employees will have 

access to real time data rather than having to either contact the bookkeeper or to 

utilize statements from a prior period. 

 

Form 990 Reporting- I am pleased to report that my review of the FY 2010 to 2012 

Form 990’s submitted to the IRS revealed that the financial information reported in these 

documents was materially consistent with the Single Audits performed for those periods.  
 

Improve External Transparency - CRHC should consider updating its Web site to 

include board members’ and key staff’s names and titles as well as copy of its audited 

financial statement. Although federal regulations do not require tax-exempt entities to 

obtain audits and state audit requirements vary, disclosure of an audit is a common 

practice for those nonprofits seeking grants from private foundations and government 

funders. In addition, if the agency submits its reporting package to the Federal Audit 

Clearinghouse this information will also be available on several web-sites. 









































CHATTANOOGA REGIONAL HOMELESS COALITION

SUMMARY OF EXECUTIVE DIRECTOR SALARY PAYMENTS

FOR CALENDAR YEARS 2010 - 2012

YEAR AMOUNT

2010 35,000.00

2011 85,120.00

2012 70,700.00 **

Notes

**= Represents Payment amounts through 11/30/2012
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