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Summary of this Webinar

» Recap of prior webinars

» General roles and responsibilities of an Audit Committee;
and

» Working with external auditors.
» Goals of today’s webinar:

» Gaining a full appreciation of the depth of an Audit
Committee’s detailed roles and responsibilities;

» Understanding who the Audit Committee interacts with to
achieve its goals; and
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» Developing effective risk management techniques.




Purposes of an Audit Committee

» General goals of an Audit Committee are to ensure:
» Organizational integrity and ethics;
» Financial transparency, accuracy, and stability;
» Accountability to stakeholders (to be defined later);
» Transparency;
» Proper risk management (to be discussed later); and

» Compliance with laws and regulations (also to be
discussed later).
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Stakeholders of Non-Profit Organizations

» Government agencies:
» Federal - IRS and other funding sources;

» States - Attorney General offices and other funding
sources; and

» Local government units - counties, towns, etc.

» Actual and potential donors - individuals, businesses,
foundations;

» Consumers/constituents served by non-profits;
» Lenders - banks and other financial institutions;
» The press; and

» The general public.




Audit Committee Interactions

» To achieve their goals, Audit Committees normally
interact with:

» Boards of Directors;
» Management - employees of non-profits;

» Internal auditors - independent internal group charged
with assessing, testing, and monitoring internal
processes, procedures, and controls; and

» External auditors - independent accountants hired to
report on the accuracy of the non-profit’s financial
statements.

» This was discussed in our prior webinar. Please view that
for more information. It will not be covered today.




Interacting with the Board of Directors

» Board interactions - Audit Committees should discuss
the following with Boards of Directors:

» Plans for internal and external audits;
» Results of internal and external audits;

» Results of risk management reviews (to be covered
later in-depth);

» Internal controls - checks and balances, systems, and
processes;

» Legal regulations;
» Tax matters and reviews; and
» Other internal policies/governance.




Interacting with Non-Profit Personnel

» Management interactions - Audit Committees should
discuss the following with members of management:

» Internal controls (checks and balances, systems, and
processes); and

» Results or risk management reviews (to be covered later
in-depth).

» Internal audit - Audit Committees should discuss the
following with internal auditors:

» Workplans for upcoming and future projects; and
» Results of risk assessments internal audit tests/projects.




Effective Risk Management

» Governance:
» Policies:
» Conflicts of interest;
» Fraud and ethics;
» Whistleblower;
» Record retention; and

» Gift acceptance.

» Internal controls:

» Documented processes and procedures.
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Effective Risk Management

» Government-related:
» Taxes:
» Exempt status;
» IRS Form 990 and state filing reviews;
» Unrelated business income tax (UBIT); and
» Internal Revenue Code compliance.
» Regulations:
» State laws and regulations (New York Nonprofit Revitalization Act);

» Compliance with contracts with funding sources - service levels,
documentation, reporting, external audit requirements;

» Billing protocols, rates, procedures, documentation requirements, @
etc.; o

» Review of government agency audit findings; and CERINI
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Effective Risk Management

» Finances:

» Stability/position;

» Investments;

» Debts;

» Ongoing performance;
» Concentrations of revenue and support;
» Cost structure; and

» Insurance levels.
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Effective Risk Management

» Personnel:
» Human Resources:
» Documented policies and procedures;
» Compliance with ever-changing regulations and rules; and
» COVID and other workplace safety matters.
» Staffing levels:
» Organizational charts; and
» Operating workflows.
» Information Technology (IT):
» Policies and procedures;
» Security; and
» Disaster recovery.

» Fraud:

» Policies; and
» Whistleblower communications.
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