











a lawyer in other respects, shall inform the appropriate professional authority. This is
from Rule 8.3a Reporting Professional Misconduct. Rule 8.4 defines misconduct to
include commission of a criminal act that reflects adversely on the lawyer’s honesty,
trustworthiness, or fitness as a lawyer in other respects; and engaging in conduct
involving dishonesty, fraud, deceit, or misrepresentation. Theft is one of the few areas
that basically always triggers a report under Rule 8.3.

Question 4: What procedures and policies should you institute to prevent this from
happening again?

Make sure appropriate financial controls are in place. This is a good governance practice.
Advice from Minnesota Council of Nonprofits, Principles and Practices for Nonprofit
Excellence—Financial Management:

#2-- A nonprofit should ensure separation of financial duties to serve as a checks
and balances system to prevent theft, fraud or inaccurate reporting to the greatest
extent possible. This system should be appropriate to the size of the
organization’s financial and human resources.

#3-- Nonprofit organizations should adopt written financial procedures to monitor
major expenses, including payroll, travel, investment, expense accounts,
contracts, consultants and leases.

Examples of good practices:
e Always have someone else reconcile payments and bank statements
e Require the signatures of 2 people to sign checks

¢ Do not allow one person the authority to withdraw money on their own
e (et an audit (required for organizations over $350,000)
Resources:

e Article: “Financial Malfeasance and Nonfeasance: Ten Pitfalls Boards Should
Avoid.” By Jon Pratt. (Exec. Director of Minnesota Council of Nonprofits,
available on their website, www.mncn.org)

e MAP for Nonprofits provides a variety of services, including help with financial
documentation, systems and controls, interim finance and accounting
management, and they can assess your organizations’ financial systems and
operations.

e BoardSource — www.boardsource.org, has sample policies you can download
(must pay for them), including Financial Controls Policy
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