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F I N a n c i a l  m a n a g e m e n tReady, Set, Go: Preparing 
for the New Head Start 
Renewal System
By:  Anita Lichtblau, Esq., CAPLAW

By now, Head Start grantees are most likely familiar 
with the general parameters of the new grant 
renewal system that the Office of Head Start (OHS) 
established by regulation in November 2011.1  

Some 130 of those grantees are even more familiar with 
the process because they received a letter in December 
notifying them that, based on at least one “deficiency” since 
June 2009, they must compete for continued funding.  The 
first group of funding opportunity announcements was 
released by OHS on April 19, 2012.  However, a lawsuit 
has been filed in federal district court seeking to stop the 
competitions and implementation of the renewal system as 
set out in the regulation in Kentucky, Tennessee, Mississippi, 
Alabama, Georgia, Florida, North Carolina, South Carolina, 
Massachusetts, and Ohio.  Those are the states whose state 
or regional Community Action Agency and/or Head Start 
associations have joined the lawsuit as named plaintiffs.  The 
court has not yet issued any decisions.

An Executive Director’s 
Guide to Financial 
Leadership
By Kate Barr and Jeanne Bell, MNA, reprinted with permission 
from Nonprofit Quarterly, www.nonprofitquarterly.org

There is an important distinction between financial 
management and financial leadership. Financial 
management is the collecting of financial data, 
production of financial reports, and solution of 
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OHS also recently attempted to offer some guidance 
regarding the new system when it released answers to 
Frequently Asked Questions (FAQ) that have arisen since the 
system’s implementation.  The questions address various 
aspects of the new system, such as:  whether a grantee 
designated for competition will be disadvantaged, who will 
be reviewing the grant applications, and when the awards 
will be issued.  Additionally, Yvette Sanchez Fuentes, 
Director of OHS, recently announced some modifications 
to and further details about the new system. These 
modifications and details, as reported by the National Head 
Start Association, revise some timelines stated in the FAQ 
and include the following:

All 132 programs (which represent 204 separate •	
service areas) being re-competed will have the 
opportunity to continue operation through June 2013, 
providing for transition, if needed, over the summer 
before the school year begins.

More than 2,000 applications were received from •	
potential reviewers.  OHS will provide extensive in-
person training to the final cohort of reviewers.

The grant reviews will be complete and the successful •	
grantees will be notified by December 2012.

The grant application page limit has been increased •	
to permit existing programs to include pertinent 
information from past reviews.

Prevention of Deficiencies:  Some General 
Observations

All grantees would be well-advised to take whatever steps 
possible to avoid any “deficiency” findings.  While some of 
the deficiencies that have already triggered recompetition 
letters were based on triennial monitoring reviews, many 
were not; they were based on self-reported or third-party 
reported single incident health and safety violations, such 
as a child left unattended on a bus.  The Head Start Act’s 
definition of a “deficiency” is:

A •	 systemic or substantial material failure of a grantee 
in an area of performance that HHS determines 
involves:

Threat to health, safety, or civil rights of children •	
or staff;
Denial of parents’ right to participate in program •	
governance;
Failure to comply with standards related to early •	
childhood development and health services, 
family and community partnerships, or program 
design and management;
Misuse of Head Start funds;•	
Failure to meet any other federal or state •	
requirement that the grantee has shown an 
unwillingness or inability to correct, after notice 
from HHS, within the specified time period;
Loss of legal status or financial viability, loss of •	
permits, debarment from receiving federal grants, 
or improper use of federal funds;

Systemic or material failure•  of the grantee’s board 
of directors to fully exercise its legal and fiduciary 
responsibilities; or

An unresolved area of noncompliance.•	 2

Although there is no 
fail-safe method for 
preventing a deficiency, 
particularly one based on 
a single incident, there 
are some systemic steps 
that will go a long way 
toward that goal.  One is 
what auditors frequently 

refer to as “tone at the top.”  It is critical for the grantee’s 
leadership, including both Head Start leadership and the 
management of the organization as a whole, to make clear 
that rigorous adherence to requirements at all levels will 
be the standard and that there will be little or no tolerance 
for anything less.  But the leadership has to do more than 
make statements; it must “walk the talk” and well as “talk the 
talk.”  When staff see that other staff are permitted to evade 

Head Start Renewal System 
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http://eclkc.ohs.acf.hhs.gov/hslc/hs/dr/faq.html
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requirements without consequences, they get the message 
that compliance is not all that important or that requirements 
are arbitrarily imposed.  That is all part of individual staff 
accountability, including performance evaluations that 
examine an individual’s compliance with requirements.

Of course, management’s hiring the right staff is necessary.  
This involves more than just hiring an individual with the 
credentials required by the Head Start Act and regulations.  
From the Head Start director on down, the individuals 
hired need to have the right mix of experience, education, 
organizational skills, good judgment,  people skills, and more 
to carry out their responsibilities.  Careful and complete 
background checks, including references, are essential.

Establishment and implementation of strong and effective 
systems are also critical.  It is not enough to be lucky and 
avoid a misstep one year; the Office of Head Start will be 
looking at whether there is a system in place to prevent 
problems, comply with requirements, etc.  The system 
should be documented and tested with regular monitoring, 
not just immediately prior to the triennial review.  As we 
have seen recently, many deficiencies will not be based on 
results from a review so it is more important than ever that 
systems and processes be in place at all times.  Nonetheless, 
starting a self-assessment with the most recent Head Start 
monitoring tool is a good practice.  This will lead you through 
the specific areas and questions on which the monitors will 
focus.

Communication and training are also key.  Policies should 
be carefully thought through, rather than just cut and paste 
jobs of generic policies found on the Internet.  Make sure 
that they fit your organization, comply with your particular 
requirements, and are written clearly and in practical 
terms that staff can actually follow rather than just vague 
abstract statements.  Don’t forget to review and update 
them periodically, particularly after legal requirements have 
changed.  Remember that policies are only paper unless you 
ensure that all relevant staff receive the policies (via paper, 
email, and/or on your internal website) and participate in 
training to discuss implementation and ask and get answers 
to questions.

Head Start Renewal System 
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Last, but not least, of some of the overall issues, one to pay 
close attention to is documentation.  Your organization may 
have a great system and great people, but if steps aren’t 
documented, they won’t be helpful to prove compliance.  
Documentation of things like staff background checks, 
education credentials, and income verification of families 
is obvious, but there are other matters that may be less so.  
For example, do minutes of the Policy Council and board 
of directors meetings reflect the information that must be 
shared, such as reports of meals provided through the USDA, 
under 42 U.S.C. § 9837(d)(2)?  How about documentation of 
training provided to teachers and bus drivers on policies on 
not leaving children unsupervised?  Or outreach to schools 
in which children will enroll after Head Start, pursuant to 
42 U.S.C. § 9837(e)?   Do vendor files show that cost or 
price analyses were conducted prior to purchasing goods or 
services, as required by 45 C.F.R. § 74.45?  There are many 
other examples, but the point is that when someone says 
that a requirement is taken care of, the next question in any 
self-monitoring should be, where is the documentation?

And, don’t forget that 
if your organization 
does receive notice 
that a deficiency has 
been found, make 
sure you understand 
what the basis for that 

finding is, and if you don’t agree, challenge it in writing, 
with supporting documentation, to the regional or national 
Office of Head Start.  At the same time, of course, in order 
to prevent immediate termination proceedings (as opposed 
to notice of recompetition), you will need to propose and 
implement corrective action steps.
 
Prevention of Deficiencies:  A Few Hot Spots

Although this list is by no means complete, here are some 
areas to watch based on reports of Head Start compliance 
issues identified by OHS and the HHS Inspector General:

Timely and/or complete criminal background checks;•	
Physical inventories of equipment every two years;•	
Physical health and safety, such as maintaining •	
playgrounds and buildings and ensuring constant 
supervision of children;
Ongoing monitoring of grantee and delegate •	
operations;
Procurement rules;•	
Cost allocation;•	
Use of Head Start advances solely for Head Start •	
purposes;
Assistance to parents in bringing children up-to-date •	
on health requirements; and
Sharing of information with the Policy Council and •	
board of directors.

See end notes on page 17.
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