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Governance OVERSIGHT

Elect directors and officers of the corporation

Hire, supervise, evaluate, set compensation for, and
terminate CEO

Support CEO’s role and authority with staff

Provide fiduciary oversight for the corporation

Provide accountability to funding and regulatory
organizations as required by law, regulation or contract

Build the community’s confidence in the
organization’s viability, performance and core
purpose
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What is your financial
responsibility?

* Responsible for oversight of organization’s finances;

* Regular review, discussion and votes on financial;
statements and other financial info —-e.g., annual audit,
Form 99o;

* Review and approval of an annual budget; and then
* Monitoring performance against it during the year;

* Making decisions on major financial transactions;

* Establishing fiscal policies and internal controls and
ensuring they are followed.
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This fiduciary role is defined by:

* Federal CSBG Act and IM #82
* NYS Non-Profit Corporation Law
* Duties of Care, Obedience and Loyalty
* IRS Responsible Parties rules
 Payroll taxes & pension payments are trust taxes

» Responsible parties can be held personally liable
- up to 100% penalty




As a good fiduciary, you will...

Discharge duties in good faith, with diligence, care and skill of
an ordinarily prudent individual

Rely on ofticers/employees - if the board believes those
people to be reliable and competent

Obtain additional professional or expert guidance
Present a minimum of annual financial reports

Make no loans to directors, officers, or to other entities (with
some exceptions)

Be held responsible for debts, liabilities, obligations only if
not acting in good faith or if you vote for prohibited activity

Disclose conflicts of interest

Re-invest incidental profit in mission-based activity




Attendance/Voting Implications

* Any director PRESENT is presumed to concur unless
dissent is entered into meeting minutes

* An ABSENT member is presumed to have concurred
unless dissent is registered

* ABSTAIN when you have a conflict of interest

* Take the time required for your responsibilities...20
minutes today could save hours of time and emotional
turmoil in the future




8 Ways to Mitigate Risk

1. Act in good faith and with diligence
2. Know what’s going on with:
* Overall agency priorities

e Budget, including funding trends
» Regular financial reports
* Program performance against goals

3. Attend meetings when able; obtain info
when absent




Still mitigating risk:

Put policies in place so that staff members can
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Reporting: Best Practices

* Financial reports for regular review:

 ‘Balance sheet’ (monthly)
‘Income Statement’ (monthly)
Budget to actual (monthly)

Consolidated numbers across programs, including administrative
(indirect) costs of running the whole organization

Actual this year to actual last year

Analysis of sources and uses of cash (if unusual fluctations)
Grant reports (as needed)

Special event reports (as needed)

Other pertinent information (unusual or highlighted items)




Some Oddball Items

Annually review insurance coverage

At least annually have a formal review of Director
Make sure to consider conflicts of interest

Adopt and adhere to record retention guidelines

Adopt and circulate a Whistleblower Policy

Support management when they identify a need for
resources, such as legal counsel or consultation with an
expert

Understand the financial challenges related to your grants.
If there are significant financial challenges, work with
management on a plan to address the issues.




Resource Requirements

Legal counsel

HR & payroll specialist
Accountant/CPA - Auditor

Considerations:

e Staff must have appropriate level of skills and experience
for the positions assigned

e Invest in systems, specifically the General Ledger and its
support systems

 Distinguish between a board member’s ‘expertise’ and
the organization’s need to hire or consult an external
expert




Case Study - Major Issues

Improper use of grant funds

Poor accounting systems and internal controls

Auditor relationship
Conflict of interest - hiring

Conflict of interest - financial transactions with
board member

Lack of structure and oversight in Board-CEO
relationship




Improper use of grant funds

Funds mixed in one account without
adequate tracking systems

. Duplicate charges to funders

. Memberships, donations and gifts paid
with grant funds
Political contributions and events
Gifts to staft, vendors, others




Improper use of grant funds

Unsupported purchases

Re-branding charged to grants

Consultant services — no deliverable on file
Travel funds

e Meals and drinks unrelated to agency business

« Meals charged to agency, cash collected from colleagues

« Additional hotel nights and meals before and after conferences

« Up front cash furnished, expenses then charged to agency credit card
 Travel expenses paid for non-employees




Poor systems\internal controls

* CEO bypassed systems and controlled all
communication with the board

e CFO and other staft did not follow
policy, at CEO’s direction

* Inconsistent accounting practices -
expenses tracked differently from period
to period, frequent adjustments to the
general ledger




Other I1ssues:

e Relationship with Audit Firm

e CEO fired CPA conducting Circular OMB - A-133 Audit
* Conflict of interest in hiring

e Employee relationships with new director

* Conflict of interest in purchasing agency vehicles

e No bidding process for purchase of agency vehicles from a board
member’s company

* Board-CEO relationship
e After-the-fact evaluation of CEO

e Board approval of expenses without backup documentation
e Severance package after the board was aware of mismanagement




Key Governance Events

J Budget Approval O Lobbying Registration/Reporting
0 E.D. Evaluation J Annual Independent Audit

] State Charities Registration and
J 990 Submission Reporting

0 Payroll Withholding  Strategic Plan Reporting
Tax Payment Schedule
J Grant Reports (federal, state, foundations)

1 Other obligations determined by mission, contracts and
program structure
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% asic Board Member Toolbox

% Certificate of Incorporation
¢ IRS Determination Letter

“* Policies - fiscal, personnel, investment
% Mission

% Annual budget and independent audit

“* Major contracts and their requirements
% Strategic Plan or Priorities

% Board oversight calendar
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What's next?

2011 Fiscal priorities
for the Board
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