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Don’t waste these valuable resources.

ost nonprofit boards place
a priority on having an
active treasurer and finance

committee. Too often, though,
these crucial roles turn into noth-
ing more than rote reviews of
financial reports and audits. Com-
mittee members wonder why they
accepted the position — and may
even dread the meetings for the
dull, unimportant tasks on the
agenda.

Fortunately, it’s possible to rein-
vigorate the treasurer’s and finance
committee’s roles so that they play
a truly strategic part in oversight,
planning, and governance. The first
step is to be sure you have a clear
understanding of the treasurer’s
and finance committee’s job de-
scriptions. The second is to find
the right candidates for the jobs.
Here’s how to go about it.

Understand the Treasurer’s
Job Description

The treasurer’s responsibilities
are spelled out in the organization’s
bylaws: maintaining accounting

By Kate Barr

A treasurer’s work goes
beyond financial reports.

records and bank accounts, and
reporting financial results to the
board. In practice, the task of
accounting and banking are usually
carried out by the staff. But no
matter who does the accounting,
the treasurer must be knowledge-
able about the organization’s finan-
cial affairs.

The treasurer’s key responsibility
is assuring that the board receives
accurate and timely financial in-
formation and uses it in making
decisions. The treasurer is also
involved in banking transactions,
as an authorized signer for deposit
accounts, and in initiating and
managing mortgages and loans.

Find the Right Treasurer

A good candidate for treasurer is
someone who understands financial
information and can communicate

it to the board. The treasurer must
take the time to learn the particu-
lars of the organization’s finances,
restrictions, and requirements.

Keep in mind, though, that trea-
surers shouldn’t feel, or be made to
feel, that they have sole responsi-
bility for the organization’s finan-
cial health. Their role is to make
sure that the board receives accu-
rate financial information in a
timely manner and that the board
chair gives ample time and attention
to priority financial issues.

A treasurer’s work goes beyond
financial reports. The treasurer
can become the most important
financial advisor to the CEO or
CFO, offering knowledgeable per-
spective and guidance. Ideally, the
treasurer will present the financial
reports at board meetings and
highlight important observations
or trends for the board to consider.

Understand the Finance
Gommittee’s Role

Finance committees participate
in budget planning, recommend
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fiscal policies, and discuss financial
statements in detail. Finance com-
mittee members should do more
than just look at reports, though.
They should use a financial lens to
consider the organization’s plans
and challenges. The best finance
committees help the staff and
board think through financial
questions and develop options.
Not every nonprofit has, or
needs, a finance committee. A
finance committee isn’t needed if
the board as a whole can under-
stand the financial information,
provide guidance, and make finan-
cial decisions efficiently. As an
example, nonprofits with just a
few, understandable sources of in-
come often don’t need a finance
committee. A finance committee
in this case will be underused, and
the members could probably be
more helpful in another role. On
the other end, a finance committee
may be crucial for nonprofits with
many complex funding sources
including grants, contracts, and
fees for service, or for organiza-
tions that frequently use loans,
bonds, or other financing. Without
a finance committee, such organi-
zations risk having important
financial decisions made without
sufficient governance-level input.

Be sure to provide
training on the financial
basics as soon as people

join the committee.

Recruit Members
for the Committee

While finance committee mem-
bers need to understand financial
reports, don’t assume that only
accountants, bankers, and busi-
nesspeople are qualified. Financial
language can be learned, so consider
asking board members with a good
understanding of the organization’s
programs and community to be on
the finance committee. Such people
often bring fresh viewpoints and
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The treasurer can

become the most

important financial
advisor to the CEO.

creative ideas. Be sure to provide
training on the financial basics as
soon as they join the committee.

Make the Committee Work

Some common obstacles for fi-
nance committees:

® The board assumes that the
finance committee will take care of
all financial matters and therefore
doesn’t carry out its financial
responsibility.

¢ Finance committee meetings
dwell on details with no higher-
level analysis or discussion.

e The treasurer’s and finance
committee’s responsibilities are un-
clear.

¢ The board treasurer and the
staff financial manager have a poor
working relationship.

¢ Finance committee members
don’t understand the organization’s
key financial factors.

A finance committee without
clear goals will get stuck on review-
ing financial reports — focusing on
details rather than the big picture.
After recruiting strong members to
the committee, it’s a shame to
assign them low-level work that
the treasurer could complete with-
out a committee. A sampling of
agendas for a high-level finance
committee includes:

e Develop key guidelines and
assumptions before budget plan-
ning begins.

¢ Analyze trends in income
sources.

¢ Discuss changes in types and
reliability of income.

e Hold in-depth discussions of
factors that will influence budgets
for the next three years.

* Review and discuss the organi-
zation’s financial policies. Are
these policies adequate in light of
the organization’s size, complexi-
ty, and life-cycle stage? This re-

view requires more than applying
simplistic “best practices” from
another organization.

e Evaluate the pros and cons of
buying vs. leasing a new facility
and the impact on cash flow, capital
campaign needs, depreciation, and
costs of ownership.

A more engaged finance com-
mittee will require a different role
for the CFO or finance director —
one that may not be as easy as
working with a more perfunctory
committee. The payoff in the quality
of review, understanding, and finan-
cial governance will be worth it.

For the committee to work well,
the finance committee chair and
CEO or CFO need to invest time in
planning meetings, setting goals
and expectations for the commit-
tee, and preparing good information
for discussion. These activities will
help inform board members when
it comes time for them to make the
final financial decisions.®

A more engaged finance
committee will require a
different role for the CFO.

Resources

Robinson, Bridget, “Financial
Stability: An Impossible Dream?”,
Nonpraofit World, Vol. 15, No. 3.

Ruiz, Rosemarie, “Are You Ful-
filling Your Financial Trust?”,
Nonprafit World, Vol. 17. No. 1.

These resources are available at
www.snpo.org/members. Also see
Learning Institute programs on-line:
Board Governance (www.snpo.org/li).

Kate Barr (kbarr@nonprofitsassis
tancefund.org, 612-278-7182) is execu-
tive director of Nonprofits Assistance
Fund, a nonprofit community devel-
opment organigation that helps build
Sfinancially healthy nonprofits, offering
workshops and providing financing
for working capital, cash flow,
equipment, and facilities projects
(www.nonprofitsassistancefund.
org). She earned her master’s degree
from Hamline University, where she
currently teaches a monprofit man-
agement course.
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