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Agenda

• Why am I being recruited?

• Role of a Board Member in Financial Oversight

• Internal Controls for Small Organizations

• Differences in For Profit and Nonprofit 
organizations

• Understanding the Form 990 and other filing 
requirements

• Key Financial & Governance Policies

• Things to consider



Initial Questions

• Why am I being recruited?
– Profession – Can I bring expertise that is missing?

– Contacts – Organization may need directors that represent a 
particular group (of stakeholders)

– Bank Account – Can I be a donor or do I know other 
potential donors?

– Age – Is the organization looking for young people with fresh 
experience or more seasoned people with experience?

– Reputation – Do I have a unique history, achievement or 
ability?

– Know someone on the board – Do my friends, colleagues or 
neighbors already serve on the board?



Role of a Board Member in Financial 

Oversight



Functions of Nonprofit Board

• Knowing the nonprofit’s purposes 

– What does the nonprofit do and for whom?

• Board’s authority over nonprofit (Role of a 

Board Member slide)

• Rights to information 

– Generally, nonprofit board members have a right to 

inspect, for reasonable purposes and at reasonable 

intervals, the corporation’s books and records



Functions of Nonprofit Board

• Board committees – Boards frequently do their 

work in committees formed by the board

– Special Committees - can be advisory or created with 

limited powers for a specific purpose.

– Standing Committees - committees that the board uses 

to allocate and discharge its functions

• Executive, Finance, Investment, Membership etc.



Functions of Nonprofit Board

• Financial Oversight 
– Although standing committees may have specific 

responsibilities relating to the nonprofit’s finances, every 
board member should be familiar with the financial health of 
the organization. 

• Setting Executive Compensation 

– One of the most important – and sensitive – functions of the 
board is setting compensation for the nonprofit’s top 
executive. Finding the right balance between fairly 
compensating the executive for his or her services and being 
a steward of the nonprofit’s finances is not easy



Functions of Nonprofit Board

• Publicity
– Public statements – such as annual reports, brochures, and press 

releases – are an important way for the nonprofit to maintain a public 
presence. 

• Fundraising 
– Raising money is one of the primary tasks of a nonprofit board of 

directors. 

– Board members should be actively involved in the fundraising process, 
working in collaboration with staff. 

– All board members should make a financial contribution, however small, 
to the nonprofit.

• No one board member model
– There is no one size fits all for board members



Role of a Board Member

• Board exercises corporate powers, including 

appointing the CEO, ED and other officers

• Board delegates powers to officers, 

administrators, executives and staff who act for 

the corporation in the day to day operations

• Board members generally have no power to act 

for the corporation, except by participating and 

acting as a member of the board



Role of a Board Member: 

Fiduciary Duty

• Approve the budget

• Monitor the Financial Statements
– Receive timely, accurate and comprehensible financial 

statements

• Install/Monitor adequate internal controls
– Ensure appropriate and adequate internal controls are in place 

(ask questions)

• Ensure legal obligations are met
– Ensure appropriate policies and procedures are in place

– Make sure all necessary federal/state filings take place

– Annually review the performance of the ED/Chief Executive

– Oversee program outcomes and monitor progress



Role of a Board Member in 

Financial Oversight

• Regularly prepare for and attend board meetings

• Read all the information provided to you

• Actively participate in board discussions, 
exercising independent judgment in decision 
making

• Ask questions so that you have a complete 
understanding of the organization’s financial 
picture

• Review your organization’s Form 990 prior to filing



Role of a Board Member in 

Financial Oversight

• Consider going beyond public disclosure 
requirements to increase transparency

• Adopt and implement appropriate financial 
governance policies to protect your organization

• Understand the impact of various revenue and fund 
development approaches on your organization’s 
financial health

• Understand the roles of the board treasurer and the 
financial and audit committees, and actively 
participate in identifying and recruiting qualified 
board members to fill those roles



New Board Members

• New board members should receive a binder with copies of the following: 
– basic corporate documents (articles of incorporation, bylaws and mission statement) 

– minutes of the board for the prior year 

– an explanation or summary of the nonprofit’s “directors and officers” liability insurance 
policy (if there is none, an explanation of why) 

– financial reports for the prior year (including Form 990) 

– a list of current board members and key executives (including contact and biographical 
information); 

– a list of committees and committee members 

– information about the corporation’s outside accountants and lawyers 

• Annual orientations for incoming board members are highly recommended. 
At a minimum, the new board member should have a conversation with the 
nonprofit’s board chair and its chief executive about current issues and 
plans, as well as long-range objectives. 



Board Member Tips

• As a board member, you should have a folder or binder that contains 
your nonprofit’s important documents (which you should keep in an 
accessible location so you can refer to them easily): 
– a calendar of nonprofit meetings and events • the articles of incorporation and 

bylaws 

– the nonprofit’s mission statement 

– a list of board members (including board committees and chairs) and staff 
liaisons – with addresses, phone numbers, and e-mails 

– the nonprofit’s most recent financial statements. 

• Before your term of office begins, you should read the mission 
statement and the articles and bylaws. You should know the 
corporation’s purposes, the mechanics of board meetings and voting, 
and the various functions of the officers. You should also determine 
whether the nonprofit has members and, if the members have voting 
rights, what matters they can vote on. 



Internal Controls for Small 

Organizations



Internal Controls for Small 

Organizations

• Proper internal controls are essential for all 

organizations

• Can be difficult for small nonprofits due to staff 

size/number of volunteers

– Segregation of Duties

• Employees

• Volunteers



Separation of Duties

Two Person Office

Business Manager ED or Owner/Manager

• Record accounts receivable entries

• Mail checks

• Write checks

• Record general ledger entries

• Reconcile bank statements

• Record credits/debits in accounting 

records

• Approve payroll

• Receive cash

• Disburse petty cash

• Authorize purchase orders

• Authorize check requests

• Authorize invoices for payment

• Approve and sign checks

• Sign employee contracts

• Complete deposit slips

• Perform interbank transfers

• Distribute payroll

• Reconcile petty cash

• Approve employee timesheets

• Process vendor invoices

• Review bank reconciliations and contents 

of bank statements
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Separation of Duties

Three Person Office

Bookkeeper Office Manager ED or Owner/Manager

• Record accounts 

receivable entries

• Reconcile petty cash

• Write checks

• Record general ledger 

entries

• Reconcile bank statements

• Record credits/debits in 

accounting records

• Process vendor invoices

• Receive cash

• Mail checks

• Approve invoices for 

payment

• Distribute payroll

• Authorize purchase orders

• Authorize employee 

timesheets

• Approve payroll

• Disburse petty cash

• Sign checks

• Sign employee contracts

• Complete deposit slips

• Perform interbank transfers

• Review bank 

reconciliations and content 

of bank statements
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Differences in For Profit and Nonprofit 

Accounting & Tax



Overall Differences

• For Profit

– Shareholders and investors

• Nonprofit

– Board of Directors or other governing authority



Financial Statement Differences

For Profit Nonprofit

Balance Sheet Statement of Financial 

Position

Income Statement Statement of Activities

Cash Flow Statement Cash Flow Statement



Balance Sheet vs. 

Statement of Financial Position

Balance Sheet Statement of Financial Position

Snapshot of company’s assets and 

liabilities and owners equity

Snapshot of organization’s assets 

and liabilities and net assets

Owner’s equity represents the 

company’s net worth

-Important to shareholders, current 

investors and potential investors

Net assets represents the 

organization’s net worth and are 

divided into categories

-With donor restriction

-Without donor restriction



Classifying Net Assets

Net Assets

Unrestricted
Temporarily 

Restricted

Permanently 

Restricted

Without 

Donor 

Restrictions

With Donor Restrictions



Income Statement vs. 

Statement of Activities

Income Statement Statement of Activities

Reports the revenue the company earned 

over a specific period of time (month, 

quarter, year)

Reports revenue earned (program or 

exchange transaction) or support revenue 

received (contributions, grants, etc.)

Costs and expenses associated with 

revenue

Costs and expenses associated with 

service or mission

Similar expense line items

Net income or loss to measure profitability Reports changes in net assets by class 

(with donor restriction or without donor 

restriction)

Driven by bottom line Not driven by bottom line



Cash Flow Statement

• Nearly identical – For Profit and Nonprofit

• Both types of organizations need cash to stay 

afloat

• Both report cash flows from

– Operations

– Investing activities

– Financing activities



Income Tax Return vs. 990

Income Tax Return 990

Filed based on type of entity 

(Corporation, Partnership, 

Individual)

Filed based on size of organization

(Revenue and assets base)

Income tax return – pay taxes 

based on income 

Information return – This form 

allows the IRS and the general 

public to evaluate a nonprofit’s 

operations; it includes information 

on the nonprofit’s mission, 

programs, and finances.



Understanding the Form 990 and other 

Filing Requirements



Forms

• Forms:

– Form 1023: Application for Tax-Exempt Status

– Form 990-N:  <$50,000 revenue

– Form 990-EZ: Gross receipts between $50,000-$200,000

– Form 990:  Gross receipts >$200,000

– Form 990-T:  >$1,000 revenue unrelated to exempt purpose

• When is your 990 due?

– You must file by the 15th day of the 5th month after your 

accounting period ends



Understanding Form 990

• Snap Shot – Page 1

– Summary of selected items contained in the return

• Accomplishments – Page 2

• Checklist of Required Schedules – Page 3

– If questions are answered “yes”, a corresponding 

schedule must be completed

• Governance, Management & Disclosures – Page 6



Understanding Form 990

• Snap Shot

– Summary of selected items contained in the return



Understanding Form 990

• Accomplishments 



Understanding Form 990

• Checklist of Required Schedules

– If questions are answered “yes”, a corresponding 

schedule must be completed



Understanding Form 990

• Governance, Management & Disclosures



Understanding Form 990

• Statement of Expenses



Understanding Form 990

• Compensation



State/Local Filing Requirements

• Annual Report

• State Registration

• Sales & Use

• Property Tax

• All of these vary considerably from state to 

state



Key Financial & Governance Policies



Key Financial & Governance 

Policies

• Conflicts of Interest Policy

• Record Retention and Destruction Policy

• Whistleblower Policy

• Investment and Spending Policies

• Executive Compensation Policy

• Gift Acceptance Policy



Final Thoughts: Things to Consider 

before Serving



• What are the time/travel expectations?

– How long am I expected to serve?

– How long are the terms?

– How long and how often are the meetings?

• Am I prepared for additional personal expense 

and expected annual donation?

• Am I comfortable raising funds?



• What are the responsibilities of a Director?
– Advisory board, working board, fundraising board, governing 

board?

• Have I reviewed the organization’s 990 and am I 
pleased with what I see?
– Negative trends?

– Unusual items on the statement of financial 
position/activities?

– Does the organization appear to be able to raise the funds 
needed to support the mission?

– Does the organization charge for any services?



• Have I reviewed the organizations website?

• Is the information on the website consistent 
with the 990?

• Does the organization publicize a consistent 
image (990, website, other information provided)

• Do I see any potential conflicts of interest?

• Are you the only CPA or only director with 
business knowledge? 

– Will I become the scapegoat if a problem arises?



• Understand the time spent on financial reporting 
to the board.

– Don’t let this item be overlooked or rushed through due 
to a crowded agenda

• Does the organization receive a financial 
statement audit?

• How large is the annual budget?

• Does the salary for the top executive seem 
reasonable?



• Have those I have met with been willing and able 

to answer all of my questions?

• Is there adequate Directors & Officers (D&O) 

insurance?

• Does the organization have good new member 

training?

• What committee(s) am I being recruited for? 

– Am I comfortable with those?



Questions?

Beth Allen

Director

Outsourced Accounting Solutions

beth.allen@greerwalker.com

704.353.8238

mailto:beth.allen@greerwalker.com

