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between financial management and
financial governance. While, the financial
management falls in the domain of
management, financial governance is
more of a larger issue and is addressed at
the governance level. The Treasurer
should understand the above difference
clearly and take up his/her role in the
context of financial governance. In other
words, financial governance would imply
financial oversight. Financial oversight is
basically to ensure that:

The financial management
practices within the organization
is adequate;

The various controls and policies
are in place;

The reporting structures exist and
are clear;

The compliances are regular and
adequate.

As a part of the oversight functions, the Board
needs to be assured that above four areas
within the organization are in place. The
Treasurer on behalf of the Board ensures it.
The Treasurer is also a person who acts as a
bridge between the Board and the
management. Further, among the office
bearers, the Treasurer’s role demands enough
time and physical presence. Therefore, it is
prudent on the part of the organization to
select/elect a Treasurer who has physical
proximity to the office of the organization
and has the required availability.

For generating accountability within and
outside the organization and preventing
the diversion of funds for personal gains
Treasurer play critical role. Hence, it is
necessary to attach adequate importance
to the position of the Treasurer, despite the

responsibilities being invisible to the
outside world.

3. WHAT ARE THE KEY CHARACTERISTICS OF
A TREASURER?

“Treasurer” as the name suggests is
confided with the responsibility of the
“treasure”. And, “treasure” in
accordance with the Oxford English
language, mean a valuable or valued
item. Therefore, it is of utmost
importance to find a suitable person
conforming to the virtues and skill set
necessary for the job. Since the job
requires an oversight of funds and
financial processes, the Board
benchmarks and determines the
accountability standards for the
organization. The Treasurer also holds
the stewardship functions of the
organization; hence it is very important
to have high integrity and accountability
at a personal level. The Treasurer is
required to set the tone at the top in the
areas of accountability and
transparency. It also needs to be
understood that NPOs have different
sizes. In case of small organizations, it is
difficult to segregate oversight
functions from management functions,
since such organizations do not have
adequate staff to run the management.
Therefore, in such situations Board
Members also take up management
responsibilities and the distinction
between the management and the
governance becomes blurred.
Realistically, such situations emerge in
various small organizations and this is
the fact which cannot be ignored. In such
scenarios, the Treasurer crosses the line
of governance and gets involved in the

October 2012 - March 2013



management of the organization.
However, while discharging governance
role the Treasurer needs to keep in mind
that the controls and the oversight
functions are not diluted, since those
are the primary functions of the
Treasurer.

4. ELECTION OF TREASURER VIS-A VIS
INCORPORATION LAWS

The term of a Treasurer is determined in
the Trust Deed for the Trust and in the Bye-
laws for the Society. The procedures and
guidelines for electing/selecting a
Treasurer are prescribed in the
Constitutional documents.

- The Board is selected/elected in
the General Body meeting (in case
of Society). Sometimes, the Bye-
law provides that the Society also
elect the Treasurer while electing
the Board Members, the
Chairperson, the Vice-
chairperson and the Secretary. In
that case, the Treasurer is elected
as a Board Member first and only
then as a Treasurer.

- The second method of selecting/
electing a Treasurer is that the
Board is elected in the General
Body meeting. After this, in the
first meeting of the Board, the
Treasurer is elected again, as
stated above. These processes are
prescribed in the Bye-laws/ Trust
Deed of the organization.

4.1 Election of Treasurer in a Trust:
— Unlike a Company or a
Society, the Trust does not
have a General Body, from
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which the Governing Body is
elected. Therefore, all the
Trustees form the General
Body as well as the Governing
Body of the Trust.

The Treasurer is elected in
accordance with the provisions
laid down in the Trust Deed.
Generally, Trustees elect a
Treasurer from among
themselves by voting. The term
of the Treasurer shall be
applicable as defined in the Trust
Deed.

It may be noted that, it is not
mandatory for a Trust to elect a
Treasurer. Many times Trustees
perform the role of the Treasurer
in the Trust.

4.2 Election of Treasurer in a Society:
— The Board is selected/elected in

the General Body meeting.
Sometimes the Bye-laws provide
that the Society also elect the
Treasurer while electing Board
Members, Chairperson, Vice-
Chairperson and Secretary. In that
case, the Treasurer is elected as a
Board Member first and then as a
Treasurer.

The second method of selecting/
electing a Treasurer is that the
Board is elected in the General
Body meeting. After this, in the
first meeting of the Board, the
Treasurer is elected along with
the Chairperson, Vice-
chairperson and the Secretary, as
stated above. These processes
are prescribed in the Bye-laws of
the organization.



4.3 Election of Treasurer in Section 25
Company:
As per the provisions of the
Companies Act, 1956 the Companies
are required to appoint a Company
Treasurer, who is a member of the
Institute of Company Secretaries of
India. However, for Section 25
Company it is not mandatory to
appoint a Company Treasurer. The
Company can appoint a Company
Treasurer for the responsibilities of
a Treasurer or they can delegate the
responsibility of Treasurer to any
competent person within the Board.

5. WHAT ARE THE ROLES AND RESPONSIBILIES
OF A TREASURER?

The roles and responsibilities of a
Treasurer in a non-profit organization vary
with the size and form of the organization.
Primarily, the roles and responsibilities are
enshrined in the registration document
(Trust Deed/Article of Association/ Rules
and Regulation) of the organization.
However, these are very basic and may not
be exhaustive. When the organization is
small, with limited resources and staff, the
role of the Treasurer is confined to ensuring
financial, legal, contractual compliances.
As the organization grow, the role of the
Treasurer evolves and primarily gets
focused in the area of financial and
governance oversight functions.

The financial management oversight of the
Board is basically undertaken by the
Treasurer. The Treasurer ensures that robust
financial management systems exist in the
organization. This would ensure that
adequate documentation and reposting
exists so that accounting trails can be

tracked. The following are some key
functions of the Treasurer in the area of
financial management:

5.1 Budgeting

— Ensures that project-wise
budgets are prepared with clear
budget heads corresponding to
the activity plan

— The budget prepared should be
presented to the Board and
approved for implementation

— The budget is adequately
implemented and monitored

— Regular reports are generated
and shared with the Board on
budget variance

5.2 Accounting

— Ensure that adequate books of
accounts are maintained by the
organization

— The books of accounts should
be regularly updated

— Adequate accounting and
vouchering documentations
are prepared

— The budget heads should
match with the accounts head

— Authorization for payment
should be in place

— Regular accounting reports
(Bank Reconciliation Statement,
Trial Balance, etc.) are generated
and reviewed by the
management

5.3 Asset Management
— Ensure that adequate control
exists in physical assets of the
organization
— Insurance cover are taken for
the assets
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— Policies for use of assets are in
place

— There is adequate control over
custody and disbursement of
cash

— Bank account operational
procedures are adequate

5.4 Investment
— Ensure safe custody of the
investment instruments
— Ensure that investment policy
is in place
— Details of investments are
available

5.5 Audit
In large organization, the Treasurer
chairs the Audit Committee.
— Has direct interface with the
auditors
— The management letter issued
by the auditors are adequately
addressed
— Ensure full co-operation from
the organization for audit
process
— If needed design a proper
internal audit process for the
organization
5.6 Compliances
— Ensure that legal compliances
are adhered to by all
organization well within time
— The donor’s compliances are
met as per donor contract

The most important issue for a Treasurer is

to ensure that the policies and procedures
manual is developed for the organization so
that expectations and the framework is clear
to all stakeholders.

For a non-profit organization that operates on
donated funds, good financial management
system provides a safeguard from potential
risks. Also, many a time organizations cannot
afford to hire a full-time or experienced
accountant. In these cases, having an
experienced Treasurer is very helpful.

6. CONCLUSION

The Treasurer’s duty varies from organization
to organization based on the organization’s
size and resource-base. The Treasurer, the
Chair, Members of the Governing Body and
other staff must work closely to develop a
robust financial management system and
monitor the process, for the organization.

The Treasurer is the most important office-
bearer in finance related issues. Thus, he/
she greatly propels the public’s perception,
trust, and assurance in the organization’s
management. Therefore, the importance of
desired skill sets and qualifications for being
selected as a Treasurer is indispensable. The
Treasurer is the key office-bearer within an
organization for ensuring the financial health
of the organization. However, for the
external world, the Board is ultimately
accountable. Therefore, the rest of the Board
members must also take an active part in
ensuring financial accountability and
compliances of the organization.
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(Sanjay Patra - Senior Chartered Accountant and Executive Director of FMSF.)
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