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Selected Findings on Governance:

 "No consistent pattern of what board
committee has responsibility for audit work
oversight”

 "Whatever committee is charged with audit
oversight, it usually includes multiple
individuals with expertise in finance,
accounting or business

« "The majority of agencies separate audit work
from other services"

Grant Thornton % 41



Implications for Not-for-Profit Governance

The Opportunity for Improved Accountabillity

« Recent events represent an opportunity for
not-for-profit organizations to model best

practices to improve transparency, trust,
and accountability

» In addition, your organization needs to have

a good answer for your stakeholders
when asked about your governance code and

practices \
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Implications for

Best Practices:

Not-for-Profit Governance
Board Responsibilities

« The Board is accountable for financial
reporting, controls, and assessment of

business ris

e The Board s
with the exc

K
nould have an Audit Committee

usive function of monitoring those

responsibilities
« The Board, and especially the Audit Committee,
should include one or more financial experts.
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Implications for Not-for-Profit Governance

Best Practices: Board Responsibllities

e The Board should keep management
compensation from becoming excessive

e The Auditor works for the Board, not
Management

e The Board should ask tough questions of
Management and the Auditor about the quality
of financial information and assessment of
business risks for the organization

Grant Thornton % 44




Implications for Not-for-Profit Governance

Best Practices: Board Responsibllities

« The Board should take responsibility and
assess the effectiveness of internal controls

over financial reporting

* Internal controls should provide reasonable

assurance that
— Transactions are pro
— Assets are safeguaro

— Transactions are pro
reported
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Implications for Not-for-Profit Governance

Best

. Th
PO

Practices: Board Responsibilities

e Board should adopt conflict of interest
Icies and a code of ethics that:

Preserves its own independence

Preserves the independence of its Auditor,
Including limiting and approving nonaudit

services

e Th

regulations regarding advocacy and su

po

Models good behavior for everyone
e Board should monitor compliance with

<

litical activity
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Implications for Not-for-Profit Governance

Best Practices: Management Responsibilities

e The CEO and CFO should review carefully, on a
consistent basis, the organization's financial
statements and inform the Board that the
statements are complete and accurate

« The CEO and CFO should establish and
monitor effective systems of internal control

« Any known deficiencies in financial reporting
and internal control should be reported to the

Board \
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Implications for Not-for-Profit Governance

Best Practices: Auditor Responsibilities

e Auditor should report to the Board its
assessment of the organization's internal
control structure and procedures

e Auditor should report to the Board discussions
with management of alternative accounting
treatments

o
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Implications for Not-for-Profit Governance

Best Practices: Financial Reporting

 Financial reporting should be based on "full
disclosure,” including significant interfund
borrowing and off-balance sheet items
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Implications for Not-for-Profit Governance

Best Practices: Disclosure

« The annual report, your website, and similar
communication vehicles should be utilized to
disclose financial and governance information

 You should have a policy that identifies what
Information you will disclose and when, and
the scope of information should be very broad

o
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