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Introduction

Whether you are on a board, joining a board or thinking about joining a board, understanding
what reports are needed to effectively monitor and evaluate the performance and impact of
the organisation is critical to everyone. This report provides insights and guidance on the
reports needed to effectively monitor and evaluate the performance and impact of the
organisation you are associated with. Having the appropriate information provided to
directors is critical for the board to make informed decisions about the organisation and fulfil

the duties required and expected of them.

Recent studies showed that over 90% of board directors always read their board papers with
nearly 25% reading their board papers at least twice (VUCA,2019). 4% of the participants
highlighted that they do not read the papers due to the poor quality. 93% of survey
participants outlined that they were comfortable in asking for additional information if needed
(VUCA,2019).

This study outlines the importance that board papers play in the ability for the board to
function and act on its responsibilities. With responsibility constantly increasing, directors
want factual and timely reports to best inform them on the performance of the organisation.
Failing to receive the appropriate information, it is the responsibility of the director to seek

out the information through the chair of the board.

This report provides a simple and concise guide on what reports are needed as related to
the following key organisational areas and concludes with a summary table for easy

reference:

* Finance

» Compliance

* Risk Management

 People and Culture

» Programs and Services

+ Stakeholder and Community Engagement

* Strategy



Finance

Finance is a critical element to monitoring and evaluating the performance and impact of
organisations. The board is not only responsible for oversight of the reports and activities,
but also the structures and processes to ensure that standards are met, and the organisation
can deliver on its vision and mission. Without the proper financial systems or reports to
inform business decisions, the board directors are not fully empowered to help the

organisation succeed (GrowthForce, 2019).

The Australian Institute of Company Directors (AICD), not-for-profit Governance Principles
outlines 10 key principles for directors to guide them in satisfying their roles and
responsibilities. Under Governance Standard 5: Duties of Responsible People, it clearly
outlines the standard required by directors regarding financial duties and obligations. It is the
requirement of the board to ensure they are provided with the correct information to meet the
financial duties and obligations under the governance standard. Furthermore, Principe 6:
Performance and Principle 7: Accountability and Transparency include the financial

obligations of directors and the oversight and management of this function.

With the majority of not-for-profits are funded by grants and donations, the financial reports
are critical to ensuring that the organisation is using the funds appropriately to achieve its

purpose. Community directors outlined that grant funding recorded in financial reports was
one of the number one questions asked by new directors when joining not-for-profit boards

(Community Directors, 2020).

Finance reports not only provide the opportunity for directors to make judgement regarding
the entity’s financial performance, but more importantly the overall performance of the entity.
With lack of funding and limited resources for organisations in the not-for-profit space,
having a strong financial performance goes a long way to the overall impact of the
organisation. It is the responsibility of the board, using the reports, to ensure the

organisation is not operating insolvent at each meeting.

Board directors require the following reports to judge the financial performance of the
organisation and make decisions for the future:
* Finance Report

e The finance report is a commentary provided by the executive team highlighting

key figures and providing an update on any concerns. The finance report does



not contain all of the detail but provides the directors with an overview of the
organisation’s finances without having to read the reports mentioned below.
Balance Sheet
e The directors need to be provided with a balance sheet to confirm if the entity has
positive working capital.
Profit and Loss Statement
e Providing the directors with a profit and loss statement informs the board if the
entity is making a profit or loss for the year. Whilst not-for-profit boards might be
operating at a loss, justification and notes need to be included to provide
directors with context as to why.
Cash Flow
e Current cash flow and forecast documents are critical to the ability of the board to
make decisions on current and future state activities. This assists the directors on
understanding what funds are coming into the organisation and how this impacts
the ability of the entity to deliver on its vision and mission.
Ratios
e Directors will need to understand the creditors and debtors ratios to ensure that
the entity is meeting the requirements of its expenses but also collecting funds in
line with its service policy.
Disclosures
e Commentary provided to the directors with the financial performance of the entity
and rationale for its performance, both positive and negative. This report allows
the executives to provide contingencies for areas that require some additional
comfort to the board regarding its performance.
Other
e Whilst it is relevant to the overall performance of the entity but also for director
peace of mind, the board should receive brief updates on the actions related to
financial compliance including:
= Annual ACNC (The Australian Charities and not-for-profits Commission)
financial reporting obligations and auditing requirements
= PAYG and SGC (Super Guarantee Charge)
= Any other obligations required from ASIC (Australian Securities and
Investments Commission)

=  ATO compliance and GST disbursements



Compliance

Regardless of the type of not-for-profit organisation, there are multiple compliance laws and
standards that directors need to be aware of. The areas of compliance span across different

areas of the organisation and will be found in different sections of board reports.

Compliance relates to Principle 9: Conduct and Compliance where “the board oversees
compliance with relevant laws, regulations and internal policies” (Australian Institute of
Company Directors, 2019). By adhering to and monitoring relevant areas of compliance, the
organisation can continue to perform their function in the community and also highlight

where compliance processes need to be strengthened.

A key element for compliance is legislative and regulatory requirements. The board is
responsible for taking all reasonable steps to ensure that the law is observed
(OurCommunity, 2023).

There are two kinds of laws that will apply to the organisation - those that deal specifically
with not-for-profits (not-for-profit law), and those that apply to all enterprises (standard law)
(OurCommunity, 2023). The specifics may look different for different entities so ensuring you
are across which laws apply to the organisation is the first step in order to be able to monitor

the compliance. Not-for-profit laws include:

» the requirements of incorporation in your state (if you're an incorporated association)
» the requirements of fundraising in your state (if you're raising funds from the public)

+ the requirements of Tax Office status

Some of the key laws that will apply to all entities (but are not limited to) include:

» Anti-discrimination legislation, including that relating to equal opportunity, racial
vilification and disability discrimination

» Privacy legislation

» Fair work legislation

+ Taxation legislation

* Occupational Health and Safety legislation

+ Child Safety reporting

» Fundraising requirements



* Industry-specific laws, such as food safety laws for a charity that gives food or the Aged

Care Act for aged care providers

The adherence and monitoring of these legislative requirements are through agreed periodic
management that will be reported in the CEO’s report. The reporting metrics given should
enable the board members to monitor the procedures in place to prevent legal breaches and
demonstrate that reasonable care is being taken. Some ways these are monitored may be

through:

* Workplace incidents reporting

* Reporting on NDIS or Aged Care audit timing and outcomes

» Scheduled staff qualification reviews such as AHPRA registrations (e.g. with allied health
staff)

* Child safe or worker screening statistics

» Insurance policy renewal dates and payment confirmations

* Reporting updates or changes to specific compliance policies

An additional level of compliance relevant to non-for-profits is funding or contractual
compliance. The organisation may provide information in a grant compliance report or in
other reports such as CEO report or operational report to shed light on how contracts are
tracking (financially and towards the program outcomes and deliverables) and when

acquittals are due.

Risk Management

As a new director, understanding your role within the board around risk management is of
vital importance. Company directors regardless of the roles they hold, voluntary or paid can
be held personally liable if they are found to have breached their obligations. Understanding
that avoiding risk altogether is not a solution but acknowledging, accepting, and making
appropriate decisions in the best interest of the organisation is a key responsibility of a

director.

AICD Principles for non-for-profits Governance Principle 5: Risk Management highlights that
risk management is everyone’s responsibility and not only those involved in risk

management or conduct work on relevant sub-committees.



Being new to the role will not mitigate your liability, it is your responsibility to ensure you are
meeting and are compliant with your duties. One of your duties as a director is to act with
due care and diligence, failure to comply with this duty or being in breach may see you being

personally liable for civil or criminal penalties including liability for damages.

How do you ensure that you are acting with due care and diligence when assessing and

understanding the organisation's risks?

The role of the board is to work with the organisation's operations and senior leadership
teams to understand what actions are being taken to manage the risk within an organisation
and apply their decisions using that information. Each director needs to understand all areas
of risk for the organisation and collectively make decisions for the overall good of the
organisation. Before your regular board meetings there will be papers prepared for you to
review. The agenda that is sent prior to the meetings along with any relevant papers will give
a detailed description of the reports included that can assist directors to review at a glance
that they have the information needed to prepare for the meeting and meet their obligations

as a director.

To get a full picture of where any organisation is operating in relation to risk you will need to
review not only the board papers and reports provided for board meetings, it is also
important to review and understand the risk appetite statement or policy that has been

implemented by the board and any current policies related to risk management.

It is not uncommon for some organisations to have a risk management committee that
regularly reports on current risk management strategy effectiveness. If there is a committee
in the organisation and you have been appointed as a director, ensure you have regular
access to updates and reports from the committee. It may even be appropriate to ask to sit
in on the committee or meet with the chair to discuss how decisions are made and

communicated back to the board.

As a new director performing the duty of care and diligence, seeking information from the
Chair prior to commencing on a board about risk management can be an effective way to
understand if this organisation will be a good fit based on your own ‘risk appetite’. These are

some reports that are key to fulfilling your role as a director:



* CEO report includes information about key metrics, discussion items and decisions to be
addressed for the meeting, wins and learnings for the leadership team.

+ Updated risk register clearly shows all risks identified for the organisation, mitigating
actions and residual risk.

* OSH reports or representative reports will highlight any areas for improvement, current
issues, trending incidents and mitigating actions or decisions proposed for mitigation or
management of identified issues/hazards.

+ Incident reporting including workers compensation claims/actions, number of incidents,
level of severity and status of any claims.

» Complaints and feedback register will include all compliments, complaints or
improvements suggested internally from teams, individual staff members, stakeholders,
and clients.

* Reports on exclusions or gaps in current services which might impact on organisational
reputation.

* Marketing and media reports will provide information on an organisation’s socials profile,
reach and impact on service delivery or metrics

* Subcommittee reporting - health and safety risk committee/WHS Committee

* Subcommittee reporting - Regular report or updates from the risk management

committee (if one has been established)

People and Culture

Recent changes to the Work Health and Safety Act came into effect on the 31st of March
2022. Understanding your obligations as a director includes understanding an organisations

legal requirement to provide a safe working environment for all staff and volunteers.

The culture of the organisation you act as a director for, is reliant on you and your board to
define a desired culture that will align with the purpose of the organisation. The board will
undertake and oversee a strategy to develop and maintain that culture, review when

appropriate, monitor and evaluate the culture of the organisation.

Principle 10: Culture of the AICD Governance Principles for non-for-profits outlines the
important role the board plays in defining and shaping the cultural strategy of the

organisation.



Having a clear vision for the organisation and values that can be incorporated into the roles
of everyone at the organisation, including the board, will assist with developing a positive

culture.

The recent changes to the Work Health and Safety Act now include Psychosocial hazards in
the workplace. This addition is a serious matter and needs to be addressed and managed by
the organisation with directors being responsible to ensure these are effective. These
hazards can include stress, fatigue, bullying, violence, aggression, harassment, and burnout.
Organisational factors that can create psychosocial hazards include workplace culture.

To monitor and maintain a positive organisational culture you should expect to see metrics

on the organisation’s culture through:

+ Timely performance reviews, trending behaviours, number of staff currently on
performance improvements plans that relate to values or behaviour in the workplace.

* Mandatory training results and feedback are helpful especially where this training might
be a mitigating action to reduce psychosocial safety in the workplace.

» Learnings presented from exit interviews when staff move on from the organisation.

* Results from staff engagement surveys.

+ Client and stakeholder feedback can be used as a measure to monitor if staff at all levels

are modelling the values of the organisation.

Stakeholder and Community Engagement

It is important for board directors to understand who their stakeholders are and what their
needs may be. As well as understanding how the organisation may be viewed by

stakeholders and the wider community.

Stakeholder Engagement is Principle 8 of AICD’s Governance Principles for non-for-profits
and outlines the role and responsibilities of directors with regards to the organisation

engaging with its stakeholders.

Stakeholder is a widespread grouping and can include:
*  Members

» Supplies

* Clients (and families)

* Volunteers



+ Donors

* Funders

* Neighbours

+ Staff

+ Government

» General Public
* Media

 Carers

The relationship an organisation has with its stakeholders can have a significant impact on
how well it achieves its goals, so therefore monitoring stakeholder engagement is a vital

aspect of good governance.

Board directors should receive reports around compliments and complaints as well as
actively seeking feedback from stakeholders in the form of client surveys. Stakeholders may

vote on projects an organisation is looking at working on, and reports fed back to the board.

Other metrics that can be provided to the board to represent the organisations stakeholder

engagement include:

* Net promoter score
* Number of stakeholder engagements
» Stakeholder satisfaction score

» Stakeholder surveys

Organisations working with vulnerable communities will have additional processes and
systems in place to ensure the safety of these people and that the organisation is meeting
the national standards or clinical guidelines associated with this i.e. Being a Child Safe

Organisation (Community Directors, 2022).

The board should be actively working to ensure the organisation prioritises the safety of
these people. Reports for the board associated with this may include statistics about staff
training and checks required to work in the organisation, which crosses over to Principle 5:

Risk Management.
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Programs and Services

Similar to the financial performance of an organisation, directors should be provided with
relevant information to understand the programs and services of the organisation. Principle
Six: Performance of AICD’s Governance Principles for Non for Profits identifies that the
board is responsible for ensuring that the programs and services being delivered are
appropriate and align with the organisations mission and vision (Brown, Hillman and Okun,
2011).

To do this, goals are established and include timeframes for these goals to be achieved. A

board will also establish and monitor key performance indicators (KPIs) for this purpose.

KPIs should be a mix of financial and non-financial. Monitoring KPIs will mean the
organisation can remain accountable to external stakeholders, as well as providing a way of

holding management to account (Fine et. al., 2000).

The CEO report is a crucial report included in the board papers to inform the Directors how
the organisation is tracking against the KPI's set. The CEO report includes both quantitative
and qualitative data to allow the Directors to digest the hard numbers as well as additional

context where required (Beer & Micheli 2017).

Depending on the KPI's of the organisation, this may include items such as statistics about
inputs (number of staff and staff and volunteer hours), outputs (number of sessions,
membership count), efficiency (cost per head/session), effectiveness (client satisfaction,
brand awareness, quality of clinical care) and key Work Health and Safety metrics such as

near misses, long term injury and workers compensation claims.

The CEO will draw statistics and information from reports completed by each program or
department. Measuring impact can be difficult and costly to achieve, however where
possible it is very useful to see how much change an organisation has achieved through its
work. Both qualitative and quantitative data is useful in drawing a complete picture of how

well the organisation is doing in working to its purpose and achieving its goals.

An operations report will assist the board in understanding more about how the day-to-day
work is being done and more detailed information about the programs. This will vary from

organisation to organisation, but for example this may include:
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*  Written update regarding each service provided by the organisation.
* Any key Community groups the organisation associates itself with

* Any events that have taken place in the last reporting period

Strategy

Strategy is the underlying foundation for any organisation and that is why it is Principle 1:
Purpose and Strategy of AICD’s Governance Principles for non-for-profits. The AICD
explores the importance of setting, monitoring, evaluating, and growing an organisations
strategy. As a board director, you play a key role in this process and it is your expertise and
experience that once combined with fellow directors, the organisations stakeholders and if
appropriate third-party consultants, the strategy can be developed, monitored, and

evaluated.

When applying for grants and donations, usually the first question following the
administrative duties relates to your organisation’s vision and mission statements -this

outlines the importance of the board having them set and being able to deliver upon them.

To assist the board in monitoring and evaluating the organisations strategy, the following

reports can be provided:

+ CEO Report

» Operations Report
* People and Culture
* Finance

+ Stakeholder Engagement

The KPI's set for the organisation are a great starting point to see how the organisation is
tracking against its strategy. The KPI's are developed to achieve the purpose, mission, and

vision statements of the organisation.
Whilst key metrics are captured in the CEO’s report to directly report against the

organisations KPI’s, other reports such as operations report, people and culture report,

finance reports and stakeholder engagement reports are useful for the board directors to get
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a sense of how the organisation is operating day-to-day and its engagement with its primary

audience.

Organisations tend to keep KPI's specific and limited in number to focus the organisation

down a specific path. Therefore, only monitoring and evaluating the KPI's cannot provide an
accurate representation of the organisation. Things such as reputation can be hard at times
to measure and may not be included as a strategic KPI, but is a key element to any non-for-

profit who is bidding for funding and essentially operating with taxpayers’ money.

Organisations will often have a strategy for a three to five year period to allow the strategy to
remain relevant and ensure that the organisation is delivering on the stakeholders needs.
Boards will often hold an annual strategy day which allows the strategy to be reviewed and

any amendments made if necessary.

A board strategy day can often include the help of an external consultant/s to assist the
board with understanding the sector and stakeholders better. Following this information and
a review of the last 12-months operations, the board is in a better position to adjust the

strategy if needed.

Whilst all organisations will have an overarching strategy, not-for-profits may opt to have

underlining strategies which align to key business activities/areas such as:

* Volunteer Strategy
* Maintaining Deductible Gift Recipient
* Funding Strategy

Conclusion

As this report outlines, there are many reports that support a Board to evaluate the
performance and impact of an organisation. For ease of reference, a simplified overview of
the different board reports is included below (table 1). Whilst the range of reports can be
confronting for new directors, it is the responsibility of the director to ensure they have all the
reports required to fulfil their duties. If a report is not provided or more information is
required, through the chair, directors should seek the additional information. Finally, it is the
responsibility of the director to read the reports provided in the board papers ahead of time

to enable robust and well-informed boardroom conversations and decisions.
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Table 1

Report Type

Finance Compliance Risk People  Programs
& &
Culture  Services

Strategy

CEQ’s Report

- KPI tracking

- Grant contracts

- Scheduled and completed audits
- Insurance

Operational

Report

- Program updates

- Service gaps or exclusions

Financial Report

- Balance sheet

- Profit and Loss statement
- Cash Flow

- Ratios

- Disclosures

HR/People and Culture report
- Results from staff surveys

- Training statistics

- Staff qualification reviews

- Staff performance plans

Stakeholder engagement
- Stakeholder engagement
- Stakeholder surveys

- Complaints and
feedback

Risk Register

OSH report

- Incident reports

- Worker’s compensation
claims

- Worker screening statistics

Marketing and media reports
Subcommittee reports

v v

(dependent on subcommittee area)
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About the Authors

The authors of this report are passionate not-for-profit sector individuals who are currently
participating in the Emerging Leaders in Governance Program.

All five authors have relished the opportunity to explore a topic that intrigues them and will
assist them on their own directorship journey. Whilst currently not experienced directors, with
information forever changing, it was an appropriate time for the authors to understand this

topic as well as provide concise information to fellow individuals in the sector.

This report has been constructed following research and speaking with industry experts to

ensure the information provided is accurate.

Whilst at the time of publishing this report, the authors have ensured the information is up to
date and accurate. However, director responsibilities and information being provided is

forever developing and directors should conduct their own due diligence.
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