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OVERVIEWOFTOPICS

ÅMyths about nonprofit finances

ÅBoard of Directors role and responsibilities 

ÅFinancial policies and internal controls 

ÅRealistic budgeting

ÅTracking by funding source, grant, project, 
or contract

ÅMonthly/quarterly reporting to Board

ÅThe annual audit



LETΩSBUSTSOMEMYTHS

ÅNonprofit organizations should not have profit

ÅNonprofit organizations budgets should always 
άōŀƭŀƴŎŜέ όŜΦƎΦΣ wŜǾŜƴǳŜǎҐ9ȄǇŜƴǎŜǎύ

Å¢ƘŜ ƭƻǿŜǊ ǘƘŜ άƻǾŜǊƘŜŀŘέ ƻǊ άŀŘƳƛƴέ ǘƘŜ ōŜǘǘŜǊ

ÅAs long as you can pay your bills and make payroll, 
ȅƻǳΩǊŜ ƛƴ ƎƻƻŘ ǎƘŀǇŜ

ÅNonprofits would be better if they operated like 
businesses



BOARDOFDIRECTORSFINANCIAL

ROLEANDRESPONSIBILITIES

ÅDŜƴŜǊŀƭ ǊŜǎǇƻƴǎƛōƛƭƛǘƛŜǎΥ ¢ƘŜ ¢ƘǊŜŜ 5Ωǎ ς(1) Duty of 
Care, (2) Duty of Loyalty, (3) Duty of Obedience 

ÅApprove annual budget

ÅReview and monitor periodic financial reports

ÅApprove major non-routine financial decisions

ÅSelect independent auditor

ÅApprove annual audited financial statements and 
annual IRS Form 990

ÅApprove financial policies

ÅEstablish and implement Conflict of Interest policy



/9hΩSJOB: KEEPINGTHEBOARDONBOARDWITH

FINANCIALRESPONSIBILITY

ÅHelp create a Board with good mix of expertise 

ÅEducate Board members on their fiduciary 
responsibilities

ÅBe transparent ςrisks, challenges, and wins

ÅEducate Board about the differences (and 
similarities) between for-profit and not-for-profit 
so they will have reasonable expectations

ÅProvide clear and timely financial reports 

ÅInterpret those financial reports in ways that are 
understandable by all Board members (hints later)



CLARIFYINGROLESOFBOARDANDSTAFF

ÅConsider a formal agreement to delineate 
Board and Staff roles re financial management, 
budgeting, etc.

ÅFor an example, see:

ïhttp:// www.blueavocado.org/content/board-staff-
agreement-financial-accountability

http://www.blueavocado.org/content/board-staff-agreement-financial-accountability


FINANCIALPOLICIESAND

INTERNALCONTROLS
ÅPolicies outline how your financial management and 

accounting system are designed to work

ïProcedures flesh out the details of that system

ÅPolicies should be reviewed and approved by the Board of 
Directors, with updates as needed

ÅSeparation of duties is critically important!

ïBeing a small organization does not get you off the hook

ÅSmall organizations, see http:// www.blueavocado.org/content/five-
internal-controls-very-small-nonprofit and talk with your auditor to 
help you design the best system possible

ÅPolicies should require active and timely oversight and 
monitoring

ÅA financial system that provides timely data to analyze 
variances ςan early warning system

http://www.blueavocado.org/content/five-internal-controls-very-small-nonprofit


EXAMPLESOFFINANCIALPOLICIES

Å Conflict of Interest policy

Å Whistleblower policy

Å Expense reimbursement and travel policies

Å Policy requiring annual review of CEO and CEO compensation

Å Gift acceptance policy

Å Operating and capital reserves policies

Å Grant management policies

Å Approval policies for payroll, bank reconciliations, capital purchases, 
etc.

Å Authority to sign legal contracts on behalf of the organization

For a simple template and guide, see: 
https:// www.compasspoint.org/sites/default/files/documents/Guide%20t
o%20Fiscal%20Policies%20and%20%20Procedures.pdf


