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Governance and Management of Charitable Organizations
Each hospital board members has two fundamental duties
:

1. The duty of diligence, and

2. The duty of loyalty.

The hospital Board of Directors has five basic functions:

1. Mission Leadership

2. Stewardship

3. Oversight

4. Board Development

5. Hiring and evaluating the chief executive officer

The following are several approaches that hospital Boards should adopt to foster each person’s fulfillment of his/her duties and the Board’s effective execution of its functions.

1. State in writing the fundamental policies to which management, other employees, medical staff and/or board members must adhere.

Develop (or review and act on) written implementation procedures for each fundamental policy.

Assemble these policies and procedures in one place for ease of reference.

Follow these policies and procedures at all times. If a policy or procedure is not desirable as stated, revise it, but not ignore it.

2. One essential policy is to require the documented, credible verification of the reasonableness of the terms of any arrangement with a person that is in a position of influence in the hospital (i.e., key management, board members, some medical staff), and approval by the board or a board committee, with a requirement that the documented verification be completed before the arrangement is approved.

3. Another essential policy relates to audits. Hospitals/systems must select and engage an independent audit firm to audit the financial performance and status of the hospital/system each year. The selection of the audit firm is to be carried out by a vote of the Board of Directors.

Acknowledge the Board function of overseeing the annual audit. This is carried out by selecting the audit firm, directing management to facilitate and cooperate with the audit process, and receiving and acting on the auditor’s report and recommendations. 

Ultimately the Board must act to approve the audit report and recommendations. When recommendations are made and approved, follow the approved recommendations, i.e., specifically assign this to management with target dates for reports and, ultimately, compliance.

The detailed Board work associated with the audit process can be and quite often is delegated to a Board audit committee.

4. Establish an appropriate, anonymous means for employees and others, and for hospital compliance officer(s) to report compliance concerns. One approach may be to have these concerns directed to the Board Audit Committee for consideration.

5. Establish and enforce a substantive conflict of interest policy relating to the Board members, management, other employees and others associated with or acting for the hospital.

A “substantive” policy requires directors (and others) to act in the hospital’s best interest, to disclose all other interests in writing in advance (such as, before election, employment, or admission, and each year thereafter), and to refrain from participating in decisions on matters where these interests are in conflict with the hospital’s interests.

6. Establish a system of internal controls that require senior management to inform the Board of significant transactions.

7. Clearly delineate and communicate the respective roles of the board, its committees, senior management and the medical staff.

The extent and implication of delegation to committees are matters that deserve a great deal of thoughtful attention and periodic resolution.

8. Devote appropriate time, effort and resources to the development of the Board of Directors as an effective, constructive part of the hospital organization. Consider the following to be included in this function:

· Educate the Board members in the healthcare system, the services that the hospital provides, the services that others provide, and the perceived needs of the community.

· Have an effective Board self-evaluation mechanism to assess the performance of the Board and its committees. This should be at regular intervals, e.g., annually, and can include the opportunity for anonymous input.

· Empower Board members to fulfill their duties by educating them on such duties (and the ways they are to be fulfilled) and giving them the time and opportunity to candidly raise their questions and viewpoints in discussion.

· Identify the array of skills needed for effective governance and assess whether Board composition is appropriate; adjust board (and/or committee) composition as needed.
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�The Board of Directors authority is vested in the board members collectively, not individually. Each board member has individual duties that must be fulfilled, but a Board member is not empowered to act on behalf of the Board or the corporation unless expressly authorized to do so by the bylaws or a Board resolution.
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