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I. ORGANIZATION RECORDS

A. Employee Files:
1. A file should be maintained permanently for each employee of the organization, containing the following:

a. Job application, resume, transcripts, credentials
b. Job description
c. Federal, state, and city (if applicable ) withholding forms
d. Form I-9 
e. Pay rate or salary information (on turn-around document)
f. Performance evaluations
g. Training records

h. Turn-around documents, if any

i. Written documentation of performance problems and if applicable, reasons for termination, and discussions of such with employee
j. Emergency contact form

k. Direct deposit authorization

l. Receipt of Employee Policy Handbook form

m. Copy of New Hire Reporting form (MI 3281)

n. Form authorizing withholding of wages for tax-deferred annuity (403b).

B. Legal Documents
:
1. The following documents should be retained permanently:

a. Articles of Incorporation.

b. Bylaws of the organization.

c. Contracts and other legal agreements (expired contracts retained three years)
d. Legal correspondence.

e. Board of Directors Meeting minutes 
f. Federal, State, and City filing including:

1)  Form 990, Return of Organization Exempt from Income Tax
2)  Application for Michigan Solicitation License
3)  Charitable Trust Registration (if any)
4)  Charitable Trust Inventory (if any)
5) 1099 Miscellaneous Income and 1096

6) W-2’s and W-3’s

7)  LW3’s.
g. I.R.S. Determination Letter
h. Insurance policies, claims, accident reports (expired policies retained five years)
i. LR3 Lobbying Registration forms
j. Deeds, mortgages, bills of sale.

C. Accounting Records:
1. The following documents should be retained permanently:

a. Audit Reports. Annual audits must be conducted by a third party CPA firm.
b. Bank statements, reconciliations and cancelled/copies of checks

c. Monthly Transaction Lists (includes cash disbursement and general ledger)
d.  Monthly Profit and Loss by Class
e. Tax returns and documents relating to income tax liability

f. Cash receipts journal

g. Property records (Inventory) including costs and depreciation schedules

h. Capital stock and bond records.

2. The following documents should be retained as indicated:

a. Duplicate deposits slips and attachments – three years

b. Invoices to customers – seven years

c. Accounts payable records (invoices, vouchers, check copies) – seven years

d. Notes receivable ledgers and schedules – ten years

e. Payroll records and summaries – seven years

f. Petty cash vouchers – four years
3. The accounting computer system should be stored on a server and backed up to a computer hard drive daily.  It should also be backed up weekly to a CD ROM and stored off-premises, or in a fireproof cabinet.
II. FILING REQUIREMENTS

A. Payroll tax filing requirements are outlined in the payroll section (Section V).
B. Form 990 Annual Return of Organizations Exempt from Income Tax:
1. This I.R.S. informational return is due February 15, for the previous fiscal year of the organization.

2. The due date can be extended if necessary for sixty days at a time using Form 2758, to as late as August 15.

3. Form 990 should be completed after the audit report is finalized by the auditors or a qualified accountant.

4. Form 990 must be available for public inspection for the three years following the filing date during regular business hours.  If copies are requested, they must be sent within 2 weeks of receiving the request. (Cost for copying and postage may be required from requesting party.)  See IRS.gov, search “form 990” for more information.
5. Late filing penalties of $20 per day, not to exceed the lesser of $5,000 or 5% of the gross receipts of the organization for the year, may be charged to the organization unless reasonable cause can be shown.

C. Michigan Solicitation License Application:
1. Must be filed annually by March 31.
2. An audit report must be filed with the application if public contributions exceed $100,000.
3. State guidelines require that at least 67% of income be spent on program services and 33% or less on management and/or fundraising expenses. Deviations from this standard should be supported by a reasonable explanation.

D. Application for Exemption from State Sales Tax:
1. Upon the determination from the Internal Revenue Service granting exemption under 501 (c)(3) of the Internal Revenue Code, this same exemption applies to state sales taxes for organizations within the state of Michigan.

2. The Michigan Department of Treasury may review our exempt status at any time to verify our eligibility.  If the I.R.S. revokes our exempt status under section 501(c)(3), or if a Treasury audit discovers non-exempt status, or if for any other reason our organization is no longer qualifies for exemption, we are subject immediately to sales or use tax on purchases.

E. Lobby Registration Financial Report (Form LR-3):
1. Reports must be filed by January 31 and August 31 of each year.

2. No more than 20% of the annual budget shall be spent on lobbying.
3. No public funds shall be used to pay for lobbying.

F. Exemption from Personal Property Tax:
1. Personal property includes furniture, equipment, vehicles, etc.

2. Exemption from tax may need to be obtained from the local jurisdiction.

III. FINANCIAL MANAGEMENT

A. Revenue Classification:
1. Grant Revenue:  Must be restricted to expenditures or purposes of the grant agreement.
2. Event Revenue:
a. Money collected at each event shall be segregated and counted by one person, then recorded for bank deposit by another person.  Amounts collected will be recorded on a special event log.
b. The primary purpose of a special fundraising event is to raise funds for the organization by offering something of value in exchange for payment which exceeds the benefits received.  The excess of the payment over the fair market value of the benefits received equals the amount deductible as a contribution by the donor and must be disclosed on the ticket and solicitation.  Revenue is reported as a contribution after related costs in financial statements and on Form 990.  
c. Revenues for events funded through grant resources are considered program income and shall be restricted to grant provisions, requirements and assurances.
3. Sales:
a.  All sales must be segregated from other revenues. Gross sales are reflected, then netted with cost of the inventory sold, to arrive at the net profit earned.

b. All sales are subject to Michigan sales tax. The sales tax exemption is only for goods the organization buys for its own use and does not apply to retail sales of goods by the organization to outside parties.

4. Contributions:
a.  Contributions must be recorded based on cash received or value of item.

b.  Donors must be given a receipt for cash donations, unless given anonymously. 
c.  Donated services must be documented with a timesheet, and filed in the “In Kind” folder.  Value for donated time is determined through Independent Sector (www.IndependentSector.org/programs/research/volunteer_time.html).
B. Expense Classification:
1. Individual classes will be utilized to indicate the funder to whom the expense is allocated.

2. The functional allocation of expense between various programs within each grant shall be reflected by adding a subclass on the computerized accounting program.

C. Budgets:
1. A budget will be prepared annually and submitted to the Board of Directors for approval in conjunction with the annual work plan. 

2. Budgeted revenues and expenditures should be based on a combination of historical experience and anticipated changes in funding or programs, with all assumptions documented.

3. Budget categories should be consistent with the accounting categories utilized to enable comparisons of budget to actual.

4. Year-to-date reports comparing actual revenues and expenses to the approved budget, and any budget changes will be submitted to the Board of Directors for approval at least one week prior to each Board meeting.

5. Changes to the budget must be submitted with the monthly financial reports and approved by the board. 

6. Salary and fringe benefits will be allocated consistent with grant requirements.

D. Purchasing Procedures:
1. Costs of items purchased should be reviewed regularly and compared to prices of alternative vendors.

2. Purchases of $5000.00 or more require competitive bids.

3. Any non-budgeted purchase of $500 or more must have prior approval of the Executive Team.

4. Any purchasing variance to the budget of $5000 or more must be approved by the Board of Directors.
5. A formal purchase requisition should be utilized with a form that is approved by the Associate Executive Director or Executive Director. 
6. Goods received should be matched to the purchase order for type of goods and quantity ordered.

7. Any durable goods (fixed assets) received should be identified for inventory purposes with a numbered inventory sticker, and added to the inventory database.  Record should include: inventory number, date received, vendor, brand, description, model/serial numbers, cost, and location.  (See also Section VI, D of this Policy regarding inventory.)
8. Authorized employees may purchase items on an approved purchase requisition using the DN/M credit card, with prior approval of the Associate Executive Director or Executive Director.  Receipts and backup information must be forwarded to the Administrative Assistant for Accounts Payable.  No employee may charge items for personal use on the DN/M credit card.  All items on the credit card statement must be accounted for with related receipts/backup documentation.
IV. ACCOUNTING PROCEDURES

A. Accounting System:  The formal accounting system is maintained on an accrual basis.
B. Objectives of the Accounting Procedures:
1. Provide accurate and timely financial information to allow internal decision making by board and staff and to provide required information to external users such as funders and the I.R.S. 

2. Protect the assets of the organization by providing appropriate internal controls.

3. Provide an efficient, simple system for managing cash and the financial operations of the organization.

C. Accounting for Income Received:
1. A responsible individual, other than the staff persons who enter accounting data into the computer and do the banking, should open the mail and record all income.

2. The individual responsible for recording income should record each check or cash payment in a receipts log with duplicate copies, including the following information:

a. Date of receipt.

b. Name of individual or organization income received from.

c. Amount of receipt.
d. Total of amounts received that day.
3. The receipts log must incorporate checks and cash received in the mail and on the premises or from outside events. 

a. A pre-numbered receipt in a cash receipts book should be issued immediately to anyone giving cash to the organization, with the duplicate retained.

4. Upon receipt, all checks should be stamped “For Deposit Only” with the organization’s bank stamp.

5. A different individual, responsible for banking, will prepare the bank deposit record in the computer and verify the deposit total to the receipts total.

6. Deposits should be made on a daily basis. If this is impossible, all receipts must be placed in a locked cabinet or drawer until the deposit can be made.

7. The bank deposit receipt should be attached to the check stubs with any attachments, and filed chronologically.

D. Accounting for expenditures:
1. Unbudgeted purchases of $500 or more must have prior approval of the Executive Team.
2. Pre-numbered checks must be utilized and under the control of one responsible person.

3. All voided checks must be marked “VOID,” the signature part of the check removed, and the check itself attached to the duplicate copy and filed.
4. All checks over $2,000.00 require two signatures. 

5. No pre-signed checks will be allowed and no signature stamp be utilized.

6. Checks are locked in a safe place, which has limited access. 

7. All invoices are checked for accuracy and are approved by the Associate Executive Director or Executive Director.
8. Payment vouchers are created which include payee name, amount, general ledger number, class, purpose, check number and date, and must be signed by the Executive Director or Associate Executive Director.
9. All paid invoices are stamped “Paid” and the check number and date of payment recorded on the invoice, with a copy of the check written for payment attached, then filed by vendor and maintained in alphabetical order. 
10. All invoices are paid by check. 
11. All DNM credit card purchases are limited to official DNM business.  Receipts for these purchases will be submitted to the person responsible for accounts payable.

E. Petty Cash:
1. Maintained at $200. 
2. Petty cash is kept locked in a safe place with restricted access.

3. A voucher form must be completed showing amount needed, person receiving cash and a description of the item to be purchased. After purchase, all receipts must be attached to the form and any change due returned. 
4. A computerized petty cash journal must be kept and reconciled as necessary.

F. Banking Procedures:
1. Bank statements received in the mail must be opened and reviewed, initialed and dated by a management team member other than accounting personnel.  Any unusual charges or transactions will be investigated immediately.

2. All bank accounts are reconciled on a monthly basis by responsible individual who does not receive money in, make deposits, or write checks.
3. Any difference in amount of actual deposits and deposit slips, or any discrepancy is immediately investigated.

4. The Board Treasurer will review monthly financial reports and monthly bank statements to verify consistency of financial data and propriety of expenditures.
5. The register balance is adjusted as necessary and shall be reported to the Board at the next meeting.
V. PAYROLL POLICY
A. General Payroll: 
1. Employees will be paid two times each month, for time worked since the last payroll: first of month through the 15th; 16th through last day of month.

2. Paychecks will be dated two business days after the ending payroll date.

3. Taxes and other deductions will be made in accordance with federal, state and local laws and monies will be forwarded as required.

4. Direct deposit of payroll is offered to all employees.

B. Independent Contractors:
1. The determination of whether an individual is an employee or independent contractor should be made in accordance with IRS regulations.

2. If an individual performs services for the organization and is an independent contractor receiving $600 or more in the calendar year, the organization must issue Form 1099 Miscellaneous Income to that individual by January 31 of the following year.
3. Each independent contractor should sign Form W-9, which certifies that the individual is providing their correct social security number to the organization. Form 1099 Miscellaneous Income and the summary and transmittal form 1096 must be filed with the IRS by February 28.

C. Personnel Policies:
1. Policy for personnel issues is contained in DNM’s Personnel Policy Manual.

VI. FIXED ASSETS AND INVENTORY
A. Purchased Assets:
1. The cost of all tangible property exceeding $500.00 with a useful life of three years or more shall be initially booked as a current expense, then adjusted to an asset and added to the depreciation schedule when closing the fiscal year.
B. Donated Assets:
1. Donated assets will be booked at current market value.

C. All assets should be booked at the appropriate value and assigned an identification number reflected on a tag affixed to the asset. 
D. Physical Inventory:
1. An actual count or physical inventory of all fixed assets and inventory shall be performed annually.
2. Any missing item will be investigated.
3. A database listing all inventoried items shall be maintained and updated at least annually after the inventory count is done.  

4. Any items not located after investigation shall be listed for write-off and approved by the Associate Executive Director before being removed from the inventory database.

5. Items no longer useful to DN/M may be donated to an appropriate non-profit agency with documentation and approval by the Associate Executive Director.

E. Safe Guarding of Assets:
1. Adequate physical safeguards from theft, fire, or other loss should be maintained.

2. Adequate insurance should be maintained on the organization’s assets, with a periodic review of policies and coverage for adequacy.

Board Adopted

Date: _______________


Chairperson ______________________________

Secretary ________________________________

Treasurer ________________________________
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