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Resolution

Society St. Vincent de Paul, Inc.
Board of Directors 
April 25, 2007

Whereas the Board of Directors of the National Society of St. Vincent de Paul, Inc., believes that the goals of good governance and sound stewardship can be accomplished by identifying and adopting the Best Practices in the area of how we handle our financial audit;
And Whereas the Board of Directors of the National Society of St. Vincent de Paul, Inc., believes there is a need to adhere to and practice excellent accountability and transparency in the area of finance;

And Whereas there is increasing demand for our donors, the public and government to follow the most appropriate Best Practices for non-profit organizations, there be it
Resolved, That the Board of Directors of the National Society of St. Vincent de Paul, Inc., instructs the Audit Committee to consider the following Best Practices in order to maintain the Society’s trust with its various constituencies and to recommend to the Board which Practices should be adopted. 
The category of this Resolution is Board
Resolution number is: 4-25-2006/7 28
BEST PRACTICES

The source for these Best Practices is Not-for-Profit Audit Committee-Best Practices
By Warren Ruppel, published by Wiley &Sons, Inc., 2006.

In terms of best practices, audit committee members virtually have to be independent in order for the audit committee to have credibility and function effectively. 

Also, in the not-for-profit environment, there is currently no set of requirements defined for audit committee, such as those required by the Sarbanes-Oxley Act for public Companies. Because the roles and activities of the audit committee can be customized for each organization, a clear statement of these roles and activities is necessary in order to define them.

The organization follows The Financial Accounting Standards Board (FASB), which establishes generally accepted accounting principles (GAAP) for not-for-profits. The Audit Committee should try to get a sense for how and why accounting policies of the Society are selected and be comfortable with them individually, how they impact the organization, and how we are different from for-profit companies.


These Best Practices should each be evaluated on how it will assist the organization improve its stewardship practices and prevent fraud.

Specific Best Practices related to the Charge of the Committee:

1. Three to five audit committee members are usually the optimal number for best results (see p 17).

2. Audit committee members should be members of the not-for-profit organization’s Board of Directors (see p.18).

3. Audit committee members should be independent of the not-for-profit organization (see p.19).

4. At least one audit committee member should be an audit committee financial expert. Individuals with non-financial skill sets can be good audit committee members (see pp 20-23).

5. Four audit committee meetings per year, with additional meetings for unforeseen circumstances as needed (see pp 23-24).

6. In-person attendance by all audit committee members, with infrequent exceptions made for call-attendance (see p 28).

7. Minutes should be taken for each committee meeting, and those Minutes should be reviewed and approved by the audit committee members (see p 26).

8. The governing board should designate an audit committee member to serve as chair of the audit committee (see p 27).

9. Audit committee members should be appointed for fixed terms, generally from two to four years, with the opportunity for reappointment. Stagger the terms to achieve continuity (see pp 30-31).

10. Audit committee should prepare an annual report of its activities and use the report to review and evaluate its efforts and plans for improvement (see pp 33‑34).

11. The audit committee should be authorized to hire outside counsel and other advisors to assist it in discharging its responsibilities (see p 24).

12. Require all audit committee members to complete annually a conflict-of-interest statement so that any potential conflicts of interest for that committee member can be evaluated and resolved (see pp 35-38).

Specific Best Practices related to the audit committee in general: 

1. A secretary possessing sufficient knowledge should be assigned to the committee to facilitate and document its meetings and other activities (see p 29). This role can be a staff member. 

2. Audit committee members should have an understanding of the control environment in which the not-for-profit organization operates. This understanding extends beyond that of simply knowing how accounting transactions are processed (see p 43).

3. The audit committee members should be briefed by management as to how they assess risks faced by the organization related to financial reporting (see p 45).

4. The audit committee should ask management about the not-for-profit organization’s strategies for maintaining effective control activities (see pp 46‑47).

5. The audit committee should have a basic understanding of the important systems on which the organization’s financial reporting process is based. Challenging management as to how complete and current its communications are with personnel as it relates to internal controls and systems (see pp 48-49).

6. The audit committee should request management to inform it about the effectiveness of the design and operation of internal controls related to financial reporting (see pp 49-50).

7. The audit committee should also address the risk of management override of internal control, which includes incorporating the recommendations of AICPA Task Force Report into the audit committee’s standard procedures (see pp 51-53).

8. The audit committee should have an adequate understanding of the role of internal control in the preparation of financial statements in accordance with generally accepted accounting principles and should address the adequacy of these controls with management and the independent auditor (see pp 58-61). 

9. Audit committees of the not-for-profit should consider whether or not all of the requirements of Section 404 of the Sarbanes-Oxley Act should be complied with by the organization and its independent auditor. The benefits of complying with some or all of the requirements should be weighed against costs of compliance to the organization. (see pp 65-66). 


10. Audit committee members should understand that they are a part of the not-for-profit organization’s internal controls to prevent or detect fraud and, therefore, should conduct their activities with this objective in mind (see pp 69-72).

11. Audit committee members should maintain a healthy degree of professional skepticism in performing their activities and interacting with management and others within the not-for profit organization (see pp 69-72).

12. The Chief Audit Executive should have a direct reporting relationship to the audit committee of the not-for-profit organization. The CAE may report to a senior member of management for administrative matters (see pp 81-84).

13. The CAE should meet frequently with the audit committee members; an executive session attended by members of the audit committee and the CAE should be held in conjunction these meetings (see pp 81-84).

14. The audit committee should concur with any decision to outsource some or all of the internal audit functions for a not-for-profit organization (see pp 87-88).

15. The audit committee should review and approve plans to use internal audit resources to assist management in forming its assertions about internal control when a not-for-profit is voluntarily implementing the requirements of Section 404 of the Sarbanes-Oxley Act (see pp 88-89).

16. The audit committee should work with management of the not-for-profit organization to design and implement an effective whistleblower program (see pp 95-101).

17. The not-for-profit organization, with appropriate legal counsel, should establish policies and procedures that protect employees participating in the whistleblower program from retaliation (see p 101).

18. The audit committee should make the selection of the independent auditor and administer as much of the selection process as is practical (p 105).

19. The Audit committee of not-for-profit organization should carefully evaluate potential auditors to ensure the selection of an independent auditor that best suits the needs of both the organization and the audit committee (see p 106).

20. The audit committee of the not-for-profit organization should pre-approve any non-auditing services proposed to be performed by the organization’s independent auditor (see p 122).

21. The audit committee should use an Action Plan similar to the Audit Plan described on pp 135-154.
 





