“The Governance of Financial Management”
The following excerpts have been taken from the “Carver Policy Governance Guide” by John Carver and Miriam Carver.  
Policy Governance in a Nutshell:

· The Board exists to act as the informed voice and agent of the owners, whether they are owners in a legal or moral sense.

· The Board is accountable to owners that the organization is successful.

· The authority of the Board is held and used as a body.  The Board speaks with one voice in that instructions are expressed by the Board as a whole.   Individual Board members have no authority to instruct staff.  

· The Board defines in writing its expectations about the intended effects to be produced, the intended recipients of the effects, and the intended worth of the effects.  These are Ends Policies.

· The Board defines in writing the job results, practices, delegation style, and discipline that make up its own job.   These are Board Governance Process Policies.

· The Board defines in writing its expectations about the means of the operational organization.  These policies define limits of operational means, thereby placing boundaries on the authority granted to the CEO.  These are Executive Limitations Policies.

· The Board decides its policies in each category first at the broadest level.  It further defines each policy in descending levels of detail until reaching the level of detail at which it is willing to accept any reasonable interpretation.  Ends, Executive Limitations, Board Governance Process and Board – CEO Linkage policies are exhaustive in that they establish control over the entire organization, both Board and staff.  They replace, at the Board level, more traditional documents such as mission statements, strategic plans and budgets. 
· No subparts of the Board, such as committees or officers, can be given jobs that interfere with, duplicate, or obscure the job given to the CEO.

· More detailed decisions about Ends and operational means are delegated to the CEO.

· The Board must monitor organizational performance against previously stated Ends policies and Executive Limitations policies.  Monitoring is only for the purpose of discovering if the organization achieved a reasonable interpretation of these Board policies.  The Board must therefore judge the CEO’s interpretation, rationale for its reasonableness, and the data demonstrating the accomplishment of the interpretation.  The ongoing monitoring constitutes the CEO’s performance evaluation.
Governing Financial Issues:

For Policy Governance organizations, financial decisions are operational means.  We know they are means because they do not designate any one of the three elements of the Ends concepts. Nothing in an income statement or balance sheet designates the recipient result, the recipients, or the worth of the result.  Thus, as operational means, any board control to be exercised will be done through the use of the Executive Limitations.
 
Policy Governance does not downplay the importance of Board control of financial management.  In fact, Policy Governance calls for more studied, more focused, more demanding control.  Responsible governance with respect to finances is not achieved by hours of minute inspection of budgets and financial reports; it is achieved by a Board’s becoming very clear what constitutes jeopardy, then putting in place a mechanism to prevent it or, should it occur, to discover it as soon as possible.

Monitoring in the Policy Governance system is always against Board-stated criteria.  Management documents make poor monitoring tools for the Board, as the Board expects reports tailored to its policies.  The standard financial reports work well for management, but they are a distraction from good governance in the boardroom.  
Policy Control of Actual Financial Condition and Activities:
Board members typically encounter the word actual used to refer to a report on what has really happened to date with each of the many categories or lines previously budgeted.  Actual is how it really is, while budget is how it was planned to be.  Typically, Boards put a great deal more attention on budget than on actual.  Yet if the Board were for some reason allowed to worry about only one of the two, it should definitely worry about actual rather than budget.  Budgets may aim an organization toward problems or fail to avoid the risk of problems, but when they become real problems, their status is in actual. 
Policy Control of Financial Planning and Budgeting:
Budgeting or financial planning is an important managerial process meant, among other things, to ensure that subsequent financial actual comes out right.  It is a time-honoured habit for Boards to examine budgets, sometimes line by line, prior to approving them, an action that in Policy Governance is unnecessary and dysfunctional.  Having already made the overarching policy prohibiting decisions, actions, and conditions that are unethical and imprudent, the Board in Policy Governance must then reflect on what would make a budget unapprovable if it were subject to the approval process.
Policy Control of Asset Protection:
Beyond the issues of actual financial condition and of financial planning, it would be unwise for boards to overlook their opportunity to control the protection of the organization’s assets.  The consequences of a failure to protect assets would be a reduction of loss of organizational viability and a consequent inability to produce Ends.  However, with the global Executive Limitations policy in place prohibiting imprudence we must first recognize that at this broad level, asset protection has already been mandated.
“Reading these guides is a great way to start your journey towards excellence in governance.  All the essentials are there short but clear.” 
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