
Guidelines for Sound Fiscal Management

Successful councils develop and adopt strong fiscal policies and fiscal management strategies.  If the council is its own fiscal agent, a system of internal controls is essential. If an outside party serves as the fiscal agent, the council still needs a system of internal and external controls to ensure the fiscal agent’s proper fiscal management of the council’s affairs.  Below is information on the types of features that make for sound fiscal management. Councils do not need to have all these features; each council’s controls will vary, depending on its needs and circumstances. But councils should strive to put in place strong fiscal management policies for their own protection. 
1. Fiscal Controls and Tracking:  Examples of clear fiscal controls and clear tracking procedures include, but are not limited to, the following activities.  Separation of duties in receiving and depositing checks, two and sometimes three signatories for every expenditure, no ability to sign payments to oneself even if they are in an approved grant budget, contractor payments tied to pre-approved payment schedules and deliverables, and a different person reconciling statements from the ones who sign the check.  The Council's fiscal manager uses QuickBooks™ or similar fiscal management software to track and report the Council's finances.  The Council has insurance in both its General Liability coverage and Fiscal Bond to cover employee or officer theft up to $150,000, as well as Directors and Officers insurance for errors.  Council staff and members have participated in fiscal management classes and training workshops.  
2. Monthly and Other Reporting:  An example of good monthly fiscal reporting includes, but is not limited to, the following activities.  The Treasurer reviews and signs financial reports monthly before the Board accepts them into the minutes at each meeting.  An outside accountant prepares the council’s annual tax returns. 
3. Payroll:   An example of excellent payroll policies include, but are not limited to, the following activities.  Each staff person submits detailed time sheets on a weekly basis, which report activities and hours.  These are reviewed and signed by a supervisor or board member.  Problems or discrepancies are addressed immediately with the staff person. The fiscal manager prepares payroll and taxes for the board Treasurer’s review and signature.
4.
Compilations, Reviews, and Audits†:  If the council is its own fiscal agent, an annual audit may not be financially feasible, or even necessary. Audits are expensive, and many councils that are their own fiscal agent opt instead for an annual “Compilation” or “Review” by an external Certified Public Accountant. Still, councils that are in a financial position to do so should consider obtaining an external, fully certified audit every 3-5 years. If an outside party serves as the fiscal agent, the council will want to make sure that the fiscal agent has a compilation or review annually by an external Certified Public Accountant and that the fiscal agent provides the council with a copy of the results soon thereafter. Councils working with an outside fiscal agent should always have a contract that spells out the roles and responsibilities of both parties. Terms of contract termination should be included. The council should seek legal advice and oversight for all its contracts. 
†  "Compilation" and "Review" are financial terms used by CPAs to describe variations on audits.  A Compilation costs approximately $1,500 and assesses all financial statements and internal controls.  A Review costs approximately $5,000 and includes the above plus inquiry and analytical procedures.  An Audit costs approximately $12,000 and includes the above plus a full test of financial statements and external corroboration of transactions at a detailed level.

