MR 76

Boards have a fiduciary responsibility to ensure the agency’s financial integrity and will adopt appropriate procedures.

Application

All funded agencies

Rationale

Appropriate and responsible financial management, with all the necessary checks and balances, is essential to the credibility of the organization and to maintaining the trust of funders and donors. Failure in this aspect of organizational management carries with it significant penalties, potentially including the de-funding of the agency and criminal charges against staff and/or Board members.

Discussion

Prudent management ensures that policies and procedures for all financial matters related to the operation of the agency are in place and continuously monitored. While the Executive Director must provide the Board with timely financial information, Board members are responsible for reading, understanding and asking pertinent questions about the information made available to them. If Board members approve financial statements at a Board meeting, it means that they have understood and agree with the information presented, and are legally responsible for the consequences. Board members must be fully aware of, and ensure that the organization is compliant with, all financial rules and requirements of the MOHLTC and other funders, and regulations of the Canada Revenue Agency (CRA) regarding soliciting, reporting and dispersing donations. 

Essentials of financial management include:

· Finance and Audit Committees that meet regularly

· A yearly budget and a reporting system that shows expenditures against budgeted amounts

· Internal controls that provide for proper financial management along with checks and balances (for example, policies than guide spending and set limits for Executive Director approvals)

· A system of understandable financial statements and the prescribed intervals at which they are made available to Board members

· A yearly audit 

The Operating Manual recommends that agencies adopt the following procedures:

· Limiting the number of people with signing authority on the agency bank account

· Never keeping signed cheques in the office

· Issuing cheques only when a cheque requisition form has been completed and approved

· Requiring different people to requisition and approve payments

· Not allowing someone who benefits from a payment to authorize the cheque requisition or sign the cheque

· Setting a maximum for cheques that are signed/issued by staff without Board approval/signature

· Making maximum use of pre-authorized, direct deposit payments

· Keeping blank cheques and cheque-signing machines in a locked location

The MOHLTC also notes that agencies should consult with their accountants about best practices for financial controls.

Resources

Sample policies are available on the Accountability Supports section of the Federation website at  www.ofcmhap.on.ca:

· Alpha Court Community Mental Health Services:

· Capital Replacement Reserve Fund

· Capital Expenditure Approval Procedures

· Contracts with Service Providers 

· CMHA Ontario:

· Fiscal Responsibility – Internal Control Evaluation Document

· Drug and Alcohol Registry of Treatment:

· Financial Policy

· Waterloo Regional Homes for Mental Health:

· Financial Objectives and Accountability

· Fiscal Year

· Funding 

· Financial Budget 

· Financial Reporting

· Record Retention

· Fund Disbursement

· Credit Card Use

· Banking

· Contracted Services

· Budgetary Planning

The following additional resources are available online:

· At this site, the Canadian Revenue Agency offers its full policy statement on the obligations of charities under the Act. Reference # CPS – 022, available at: 

www.cra-arc.gc.ca/tax/charities/policy/cps/cps-022-e.html
· A Non-Profit Organization Self-Evaluation Checklist (Ginsler and Associates, Inc., 2000): A tool for the overall assessment of organizational “health”, including financial management practices. Available at: www.ginsler.com/documents/self_evaluation_checklist.pdf 

· Board Development: Responsibilities of Not-for-Profits Board: (Muttart Foundation, 2000): A comprehensive self-guided workbook for the non-financial board member. Excerpt available at: www.charityvillage.com/cv/research/rbod11.html Full workbook available at: www.cd.gov.ab.ca/building_communities/volunteer_community/programs/bdp/services/resources/workbooks/financial.pdf
· Legal Risk Management Checklist for Not-for-Profit Organizations (Carter and Associates, 2005): An outline of some of the major issues in organizational risk management, including fiscal management and investment. Available at: www.carters.ca/pub/checklst/nonprofit.pdf
Related Mandatory Requirements

See:

MR 72: Request to Use Surplus Funds

MR 73: Recovery of Unspent Funds

MR 74: Restrictions on Use of MOHLTC Funds

MR 75: Financial Records Maintained According to GAAP

MR 77: Competitive Purchasing Process 

MR 78: Capital Purchases Over $5,000
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