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Public trust in government finances is no longer anchored solely in audit opinions or
balanced budgets. Increasingly, it is shaped by how financial decisions are made, governed,
and communicated. In an environment of heightened scrutiny and instant information
access, stakeholders expect not just accuracy, but clarity, accessibility, and transparency.
For chief financial officers (CFOs), finance officers, controllers, and governing boards, this shift requires a

fundamental evolution in governance. Oversight must extend beyond compliance to include visibility into
decision-making, proactive risk management, and clear financial storytelling

The Trust Deficit: Why Governance Must Evolve

Across the public sector, a growing number of stakeholders, taxpayers, oversight bodies, and the media
are questioning not necessarily the financial outcomes, but the processes behind those outcomes.
Even well-managed governments are not immune to skepticism if stakeholders cannot easily
understand how financial decisions are made or how risks are being managed.

This trust deficit is driven by several interrelated factors:

> Limited visibility into financial decision-making. > Heightened expectations for real-time,
Many financial decisions occur within internal processes accessible information.
that are not easily observable to external stakeholders. Stakeholders are increasingly accustomed to real-
Without transparency into how priorities are set, or time data in other aspects of their lives. Static,
trade-offs are evaluated, even sound decisions can be retrospective reporting no longer meets expectations
perceived as opaque or misaligned with public interest. for transparency or accountability.

» Increasing complexity in financial reporting.
Annual Comprehensive Financial Reports (ACFRs) and
budget documents are comprehensive by design, but
they are also highly technical. For most users, including
elected officials and the public, these documents are
difficult to interpret without translation.

The implication for finance leaders is that governance
must shift from a model focused on periodic reporting
and compliance to one that emphasizes continuous
transparency and stakeholder understanding.

Trust is built not just on
financial results, but on
how clearly those results
are explained and understood
by stakeholders.

\



GOVERNANCE IN THE AGE OF TRANSPARENCY: STRENGTHENING OVERSIGHT AND PUBLIC TRUST

Modern Oversight Architecture

Strong governance begins with clearly defined roles, but leading organizations recognize that clarity alone is not enough. What
differentiates high-performing governments is how effectively those roles interact within an integrated oversight framework.

REFRAMING KEY ROLES

» CFO / Finance Leadership: The modern CFO is no longer
just the steward of financial reporting. They are increasingly
expected to serve as strategic translators (story tellers),
connecting financial data to operational realities and policy
decisions. This includes helping stakeholders understand
not just “what happened,” but “why it happened” and
“what it means going forward.”

» Internal Audit: Internal audit functions are evolving
from retrospective reviewers to forward-looking advisors.
While assurance over controls remains critical, internal
audit’s value is increasingly derived from its ability to
identify emerging risks and provide insights that inform
decision-making.

» Audit Committee: Audit committees must move beyond
a narrow focus on external audit oversight. In a modern
governance framework, they serve as a central hub for
risk, control, and transparency oversight, making sure
information flows effectively between management,
auditors, and the governing body.

» Governing Body: Boards and councils are ultimately
responsible for accountability, but their effectiveness
depends heavily on the quality and clarity of information
they receive. Governance structures must allow for
informed decision-making, not simply compliance with
reporting requirements.

FRAMEWORK ANCHORS

Leading practices are informed by established
frameworks including:

» Government Finance Officers Association (GFOA), which
emphasizes transparency, long-term financial planning, and
clear communication.

» Government Accountability Office (GAO), whose
Green Book provides a foundation for internal control
and accountability.

> Association of Government Accountants (AGA), which
promotes citizen-centric reporting and public engagement.

These frameworks provide structure, but the real differentiator
is how organizations operationalize them in a way that enhances
visibility and trust.

THE TRANSPARENCY IMPERATIVE

Transparency has evolved from a compliance requirement
into a strategic governance capability. At its core,
transparency allows stakeholders to see, understand, and
evaluate financial decisions.

FROM STATIC REPORTS TO
DYNAMIC ENGAGEMENT

Traditional financial reports remain essential, but they are
inherently backward-looking and often inaccessible to non-
experts. In response, many governments are investing in
tools that provide real-time, user-friendly access to financial
data, including:

» Open data platforms allow users to explore financial
information at varying levels of detail.

> Interactive dashboards present key metrics in visual
formats that are easier to interpret.

> Real-time budget tracking tools provide ongoing visibility
into financial performance.

These tools fundamentally change the nature of transparency —
from a periodic disclosure exercise to an ongoing dialogue
with stakeholders.
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CRITICAL SUCCESS FACTORS

> Data Governance: Transparency is only as effective as

the data behind it. Finance leaders must make sure that ——
publicly available data is accurate, complete, and subject I
to appropriate controls. Weak data governance can |

undermine trust more quickly than a lack of transparency.

> Accessibility: Information must be presented in a way that
is understandable to a broad audience. This often requires
translating technical financial data into plain language and
intuitive visuals.

Transparency is not about
providing more data; it is
about providing the right

data in a way that can

> Context: Numbers without explanation can be misleading. b derstood
€ undaerstood.

Providing narrative context helps stakeholders understand
trends, variances, and underlying drivers.

» Consistency: Public-facing information must align with
audited financial statements. Inconsistencies — real or
perceived — can quickly erode credibility.

Internal Audit Reimagined

Internal audit is uniquely positioned to support modern governance, but doing so requires a shift in both mindset and execution.

FROM COMPLIANCE TO RISK INTELLIGENCE PRACTICAL ENHANCEMENTS

Traditional internal audit approaches emphasize testing » Continuous auditing allows for more timely

controls and identifying deficiencies. While these activities
remain important, they are inherently retrospective. Leading
internal audit functions are expanding their focus to include
anticipating and assessing emerging risks.

» By leveraging data analytics, internal audit can identify

patterns and anomalies that may indicate underlying issues.

» By engaging earlier in the decision-making process,
internal audit can provide preventive insights, rather
than reactive findings.

identification of issues, reducing the lag between
risk emergence and detection.

Data-driven risk assessments promote more targeted audit
planning, focusing resources on areas of greatest risk.

Integration with ERM makes sure that audit activities are
aligned with broader organizational risk priorities.

compliance function; it becomes a strategic partner that enhances organizational resilience

Q Value Proposition: When effectively positioned, internal audit becomes more than a

and governance effectiveness.
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Communicating Financial Performance: From Data to Narrative

Even the most robust governance framework can fall short if financial information is not communicated effectively. One of the most
common challenges in the public sector is the tendency to rely on data-heavy reports that lack a clear narrative and explanation.

From Data Dumps to Financial Storytelling

Finance leaders must bridge the gap between technical reporting and stakeholder understanding. This requires a deliberate
focus on financial storytelling, presenting information in a way that is coherent, relevant, and actionable.

An effective financial narrative should address four fundamental questions:

1. Where are we financially? This includes current 3. What risks lie ahead? Transparency around risks
performance, liquidity, and key metrics. demonstrates proactive governance and builds trust.

2. Why did we get here? Explaining variances and trends is 4. What actions are we taking? Stakeholders want
critical to building understanding and credibility. to know how leadership is responding to challenges

COMMON PITFALLS

» Overly technical disclosures that obscure key messages.

» Disconnected reports that provide data without integration

or context.

> Inconsistent messaging across different communication channels. E—

Effective communication transforms financial reporting from a
compliance exercise into a tool for engagement and trust-building.

and opportunities.

Financial reporting should
not just inform, it should
provide for understanding
and confidence.
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A Practical Scenario: Transparency as a Strategic Advantage

Consider a mid-sized city that implemented a comprehensive financial transparency portal. The initiative was initially driven by a
desire to improve public access to financial information, but it quickly evolved into a broader governance enhancement.

The portal included: The impact included:
> Real-time budget-to-actual comparisons » Citizen Engagement: Residents gained a clearer
> Capital project tracking with status indicators understanding of how resources were allocated and used,

leading to more informed public dialogue.
» Dashboards for debt, pension, and key financial metrics

> Rating Agency Perception: The city's ability to clearly
articulate its financial position and governance practices
enhanced its credibility with rating agencies.

» Internal Benefits: The process of developing the
portal improved internal data quality, consistency, and
coordination across departments.

[joﬁ The Outcome: Transparency became not just a communication tool, but a strategic asset

that strengthened governance and financial credibility.
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Trust as a Governance Asset

Trust is both fragile and invaluable. It cannot be assumed, it must be actively built through strong
governance, clear communication, and meaningful transparency.

Organizations that invest in: are better positioned to:

> Integrated oversight structures » Navigate fiscal uncertainty

» Transparent and accessible reporting » Maintain stakeholder confidence

» Proactive risk management » Strengthen long-term financial sustainability

Governance maturity is no longer measured solely by compliance. It is measured by how
effectively an organization can demonstrate accountability, communicate clearly, and
earn trust over time.

-l
How BDO can help

BDO State and Local Government practice helps governments and communities
thrive. Contact us to learn how we can support you through a comprehensive,
proactive, and tailored approach.

For more information on our service offerings, visit bdo.com/governments
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https://www.bdo.com/industries/state-and-local-government
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achieve what matters most. Our professionals provide assurance, tax and advisory
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global organization. We are proud to be an ESOP company, inspiring an ownership
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