ACCOUNTING POLICIES AND PROCEDURES
WESLEY COMMUNITY CENTER, INC.

HOUSTON, TEXAS

2008

TABLE OF CONTENTS

Introduction










Tab 1
Overview of Accounting System







Tab 2
Separation of Duties









Tab 3
Cash Receipts/AR









Tab 4
Cash Disbursements/AP








Tab 5
Payroll











Tab 6
Expense Allocation









Tab 7
Stale Check Policy









Tab 8
1099 Procedures









Tab 9
Document Management








Tab 10
Chart of Accounts









Tab 11
Introduction

This manual has been prepared to document the internal accounting procedures for Wesley Community Center, Inc. of Houston, Texas. Its purpose is to ensure that assets are safeguarded, that financial statements are in conformity with Generally Accepted Accounting Principles (GAAP) and that finances are managed with responsible stewardship.

All personnel with a role in the managements of Wesley’s fiscal operations are expected to uphold the policies in this manual.  It is the intention of Wesley that this accounting manual serves as our commitment to proper, accurate financial management and reporting.
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1. Overview of Accounting System

Given the FASB 117 position below in addition to the recommendation of our Certified Public Accounting Firm, Wesley Community Center has adopted an accrual basis of accounting, which provides for functional (program) classification of expenses while maintaining natural expense accounts.  Furthermore, Wesley will track income and expenses that are designated for specific purposes so that Net Assets can be properly classified for the year-end audited financial reports between Unrestricted, Temporarily Restricted and Permanently Restricted Net Assets.

Wesley’s accounting structure is carefully built so that it is important to properly code all fields of an accounting transaction: Bank Account, General Ledger Account, Class, Grantor, Grant Item, Customer Types and Vendor Types.  Lack of attention to these details will result in an improper accounting database and essentially incorrect reports and financials.  Full effort should be given to code each and every transaction in accordance with the planned structure.  Budgeting should comply as well.

Analysis of FASB 117

(Financial Accounting Standards Board)

“FINANCIAL STATEMENTS OF NOT-FOR-PROFIT ORGANIZATIONS”

FASB 117 “Financial Statement of Not-For-Profit Organization” amends FASB 95 “Statement of Cash Flows”, to extend its provisions to not-for-profit entities and requires voluntary health and welfare organizations to continue, and encourages other not-for-profit organizations to provide a Statement of Functional Expenses.  While the FASB illustrates financial statement formats in its appendix, it does not require any specific statement format.

It does however require a complete set of financial statements to include:

· A Statement of Financial Position
· A Statement of Activities
· A Statement of Functional Expenses for Voluntary Health and Welfare Organizations and encourages it for other not-for-profit organizations
· A Statement of Cash Flows
· Financial Statement Disclosures
Some key definitions included in the statement are:

· Temporary Restriction – A donor-imposed restriction that permits the donee organization to use up or expand the donated asset as specified and is satisfied either by the passage of time or by actions of the organization.
· Temporarily Restricted Net Assets – The part of the net assets of a not-for-profit organization resulting (a) from contributions and other inflows of assets whose use by the organization is limited to donor-imposed stipulations that either expire by passage of time or can be fulfilled and removed by actions of the organization pursuant to those stipulation, (b) from other asset enhancements and diminishments subject to the same kinds of stipulations, and (c) from reclassification to (or from) other classes of net assets as a consequence of donor-imposed stipulations, their expiration by passage of time, or their fulfillment and removal by actions of the organization pursuant to those stipulations.
· Permanent Restriction – A donor-imposed restriction that stipulates that resources be maintained permanently but permits the organization to sue up or expend part of all of the income (or other economic benefits) derived from the donated assets.
· Permanently Restricted Net Assets – The part of the net assets of a not-for-profit organization resulting (a) from contributions and other inflows of assets whose use by the organization is limited by donor-imposed stipulations that neither expire by passage of time nor can be fulfilled or otherwise removed by actions of the organization, (b) from other asset enhancements and diminishments subject to the same kinds of stipulation, and (c) from reclassification from (or to) other classes of net assets as a consequence of donor-imposed stipulations.
· Unrestricted Net Assets – The part of net assets of a not-for-profit organization that is neither permanently restricted nor temporally restricted by donor-imposed stipulations.
· Temporarily Restricted Support – Donor restricted revenues or gains from contributions that increase temporarily restricted net assets.
· Permanently Restricted Support – Donor restricted revenues or gains from contributions that increase permanently restricted net assets.
· Unrestricted Support – Revenues or gains from contributions that are not restricted by donors.
STATEMENT OF FINANCIAL POSITION

· A Statement of Financial Position must be prepared for the organization as a whole presenting the total amounts of assets, liabilities and net assets.
· Either the Statement of Financial Position or the notes must provide information on liquidity, financial flexibility (i.e. restrictions) and interrelationship of assets and liabilities.
· The information should be aggregated into reasonably homogenous groups.  Cash or other assets that are received with donor-imposed restrictions should not be classified with cash or other assets that are unrestricted and therefore, not available for current use.
· Information about liquidity can be provided by listing assets and liabilities in order of liquidity, classifying assets and liabilities in accordance with ARB 43 (Accounting Research Bulletin), or disclosure in footnotes.
· The amounts of each of the following classes of assets, based on the existence or absence of donor-imposed restrictions, must be included:
· Unrestricted Net Assets
· Temporarily Restricted Net Assets
· Permanently Restricted Net Assets
STATEMENT OF ACTIVITIES

· Like the Statement of Financial Position, the Statement of Activities should focus on the organization as a whole.  Although fund accounting and reporting by fund groups is not advocated under FASB 117, the Statement does not preclude a not-for-profit entity from providing this disaggregated information by fund groups as supplemental data.

· The Statement of Activities must report the change in unrestricted net assets, temporarily restricted net assets, permanently restricted net assets and total net assets.

· Revenues increase unrestricted net assets, temporarily restricted net assets, or permanently restricted net assets depending upon the absence or existence of donor-imposed restrictions.

· Gains or losses on investments will generally increase or decrease unrestricted net assets, unless their use is limited by donor-imposed restrictions.

· The removal, expiration or satisfaction of a donor imposed condition or restriction will result in a transfer between temporarily restricted, permanently restricted or unrestricted support.

Although FASB 117 does not encourage or discourage further classifications such as operating and non-operating etc., if the organization uses such terms these classifications must, at a minimum, be included in a financial statement that reports the change in unrestricted net assets for the period.

STATEMENT OF FUNCTIONAL EXPENSES

Expenses result in decreases in unrestricted net assets.  Expenses must be disclosed by functional classification either in the Statement of Activities or in the footnotes:

· Program Services generally include goods and services distributed to beneficiaries, customers, or members to fulfill the purpose of a mission of the organization.

· Management and General activities include general oversight, business management, general record keeping, budgeting, finance and other management and administrative activities.

· Fund Raising activities include publicizing and conducting fund-raising campaigns, maintaining donor mailing lists, conducting special fund-raising events, preparing and distributing activities involved in the solicitation of contributions from individuals, foundations, government agencies, etc.

· Membership Development activities include soliciting for prospective members and membership dues, membership relations, and similar activities.

Voluntary health and welfare organizations are required to continue to report information about expenses by functional and natural classification in matrix format in a separate financial statement.  Other not-for-profit entities are required to report functional classifications and are encouraged, but not required, to provide information about the natural classification of expenses.

STATEMENT OF CASH FLOWS

FASB 117 amends a number of sections of FASB 95 to require not-for-profit organizations to include a Statement of Cash Flows as part of a complete set of financial statements.

FINANCIAL STATEMENT DISCLOSURES

Both FASB 116 and 117 require specific disclosures for not-for-profit entities and encourage certain other financial statement disclosures.

· Contributed Services – An entity that receives contributed services must describe the programs or activities for which the services were used, the nature and extent of the contributed services received during the period and the amount recognized as revenue.  Entities are encouraged to disclose the fair value of contributed services received but not recognized as revenues, if it is practical to do so.

· Temporarily Restricted Support – If an entity reports as unrestricted support, contributions with donor-imposed restrictions that are met in the same accounting period, it must disclose this in its accounting policy note and must apply this policy consistently from period to period.

· Gifts of Long-Lived Assets – If an entity receives a gift of a long-lived asset that does not contain a stipulation as to how long the asset must be used; it is reported as restricted support if it is the organization’s policy to imply a time restriction over the useful life of the asset.

· Promises to Give – Recipients of unconditional promises to give must disclose the amounts of promises receivable in less than one year, one year to five years, and more than five years as well as the amount of allowance for uncollectible promises receivable.

· Conditional Promises to Give – Recipients of conditional promises to give must also disclose the total amounts promised and a description and amount for each group of promises possessing similar characteristics.

· Contributions of Works of Art of Collections Items – There are a number of disclosure requirements concerning contributions of this type.

· Permanent and Temporary Restrictions – Information about the nature and amount of different types of permanent and temporary restrictions must be provided including distinguishing between permanent restrictions of holdings of assets which stipulate that they must be used for a specific purpose, preserved, or not sold and assets donated with the stipulation that they be invested to provide a permanent source of income (permanent endowment).

· Board Designations – Board-designated endowments of unrestricted assets must be classified with unrestricted net assets but disclosed either in the body of the financial statement or in the notes as board designated.

· Depreciation – FASB 93 requires a not-for-profit entity to provide the same information concerning depreciation as for-profits do.  

FASB 117 was issued in June 1993 and has an effective date for fiscal years beginning after December 15, 1994.  For those not-for-profits organizations that have less than $5 Million in total assets and less than $1 Million in annual expenses, the effective date is delayed until fiscal years beginning after December 15, 1995.

Separation of Duties

The following list describes the positions responsible for functions that ensure the appropriate separation of duties for the purpose of ensuring fiduciary oversight.

Executive Director
1. Reviews and approves all final financial reports before release to Board of Directors.

2. Reviews and approves all disbursement requests prior to check run.

3. Reviews and approves all contracts.

4. With the Director of Accounting and Program staff, develops the annual budget for review by the Finance Committee for presentation to the Board of Directors for approval.

5. Reviews and signs all checks or request board approved check signers to do so in his/her absence.

6. Final approval on all personnel matters including hiring, firing, promotions, and raises.

Accounting Director
1. Review receipts prior to deposit at bank.
2. Review and post invoice entries.

3. Review and post cash receipt entries.
4. Provides Executive Director and Program staff financial information for budget preparation
5. Review and approve bank reconciliation.
6. Review, approve, and transmit final payroll report into PEO system.
Accountant
1. Prepare deposit slips for bank deposits.
2. Verifies, codes, and inputs invoices into accounting system.
3. Codes and inputs cash receipts.
4. Prepares bank reconciliation.
5. Review time sheets and prepare payroll entry into PEO system.

Executive Assistant
1. Receives cash and receipts from program areas and verifies accuracy.
2. Enters all receipts into an excel log to be reconciled with accounting monthly cash entries.
3. Receives all incoming general receipt checks and logs into excel worksheet to be reconciled

    monthly with accounting records.
Cash Receipts/AR
Wesley receives general deposit checks, cash, and direct deposits to our bank account (ACH), as well as cash and checks for agency fees.  The executive assistant receives general deposit checks to date stamp and endorse “For Deposit Only” to Wesley’s bank account.  She then enters them into an Excel spreadsheet to be reconciled to the accounting Cash Receipts entry at month end.  Checks are then delivered to the Accounting Director.

The Accounting Director reviews the checks, running a tape on them.  When she receives the validated deposit slip she discards the calculator tape.  Checks are given to the Accounting Assistant for copying and depositing.

The Accounting Assistant prepares the deposit slip, copies checks for the cash receipts file, and makes the deposit within 72 hours of receipt.  She also provides the Accounting Director with a cash receipt support package, including check copies and the validated deposit slip.  The Director maintains a summary cash tracking report in Excel for herself and the Executive Director.  After posting the deposit to that report, she returns the package to the Assistant for coding and entry into the Blackbaud accounting system.  When all of the month’s cash receipts have been recorded the Accounting Director reviews the entry with its supporting documentation for approval and posting.  Copies of checks for donations and foundation awards also are given to the Development Director as they are received.

Cash and a few checks for agency fees are collected by program staff and delivered to the executive assistant along with the yellow copies of client receipts.  The executive assistant counts the money and adds up the receipts in the presence of the program person to verify that they match.  She then prepares a three-part receipt which she and the program person both sign.  The original receipt goes to the program, the pink copy remains in the receipt book, and the yellow copy is delivered to the Accounting Director with the cash and checks.

The Accounting Director reviews the fee package and gives it to the Accounting Assistant for depositing as described above. 

The Accounting Assistant prepares the bank reconciliation for the Accounting Director’s review and approval.

Cash Disbursements/AP 

The Accounts Payable Clerk receives invoices from the Accounting Director and check requests from staff members.  She verifies the math and approval signatures, adds the accounting codes, and enters the documents into Blackbaud.   Once a batch is complete (15-20 invoices with the same post date), she runs an invoice transaction report.  The Clerk gives the Director the report along with the invoices.  The Director reviews the package, approves the entry, and posts it.  

Two or three times a week, checks are written after invoices are posted.  The Accounting Director runs an open invoice report from Blackbaud and marks the items to be paid.  She gives the annotated report to the AP Clerk for check generation.  After the checks are produced, the Director posts them and runs a check register report.  She verifies the check run total and accounts for the check numbers used.  The total of the checks is entered into the Excel cash tracking report.

The Clerk assembles the checks with supporting documents to give to the Executive Director (E D) for signature.  The Development Director signs checks when the E D is not available.  The AP Clerk mails or distributes the signed checks and files copies in the paid vendor files.
Invoice Processing by the Accounting Assistant

	1. Verify Amount.

	
	Be sure the totals are correct and no sales tax has been charged.  For a new vender, call

	
	to explain we do not pay sales tax and send them the tax-exempt form. 

	
	

	2. Pay only the current charges.

	
	If there is a balance forward from a prior period, verify that it has been paid, noting the 

	
	check # and date on the invoice.

	
	If there actually are any unpaid charges, track down the invoice internally.  If it cannot be

	
	found in house, call the vendor and request a copy of it.

	
	

	3. Get approval signatures.

	
	For routine invoices (for example, utility and phone bills with no large variance from last

	
	month), ED signature will be enough.  Invoices for specific goods and services

	
	must be approved by the manager/supervisor who can attest to receiving the goods or services.  

	
	

	4.  Record invoice in Blackbaud.

	
	(a) The account code and department data should be logical, not just a copy of the last place

	
	we charged this vendor's invoice.  When in doubt, consult with the Accounting Director or 

	
	make a note on the preliminary Transaction Register  submitted with the invoices

	
	for the director's okay.   (b) The Due Dates and Post Dates should also be verified  before 

	
	invoices are given to the director.  All invoices on each Transaction Report should have the

	
	same Post Date.   Until that batch is posted, no other invoices should be recorded with that Post Date.

	
	

	5. Verify Batch

	
	Verify all batch totals by running a calculator tape on the invoices.  Subtract the Blackbaud

	
	batch total from the calculator tape total to verify a zero difference.  Attach the tape to

	
	the batch report before submitting it to the accounting director for approval and posting.

	
	

	6.  Set up a new vendor record.

	 
	When we need a new vendor record in Blackbaud, follow the conventions set out in the

	
	3/12/2007 guidelines.  Do not use all capital letters in vendor names.  Use common 

	
	abbreviations where possible (for example, Assn. for association or Conf. for conference).

	
	Lower case letters and abbreviations will save space and allow more data when we print Blackbaud reports.


Payroll 

Wesley has a leased employee relationship with ADEC Employer Solutions for its 34 employees.  Except for two part-time employees, all are salaried.  There is no incentive or bonus benefit plans and all benefits are through ADEC.  Personal/sick days are not paid and unused vacation time carry-forwards are limited to one week.  The maximum payment for unused/accumulated vacation upon an employee’s termination is capped at two weeks.
All employees prepare timesheets which are approved by the supervisor and sent to the AP Clerk.  The Clerk reviews the timesheets for approvals, calculations, and compliance with time off policies.  She also verifies individual time off balances before recording timesheet data on an Excel spreadsheet.  The data is then entered into the ADEC online system.  The Accounting Director and the Accounts Payable Clerk have access to this website.  To add new employees or change a pay-rate, standardized forms are completed and faxed to ADEC.  Only ADEC can adjust these employee records.  
After the timesheet data for the period is submitted, ADEC emails a preliminary payroll report for review and balancing by the AP Clerk.  The verified report is given to the Accounting Director with the timesheets and the Excel worksheet.  The Director reconciles the report totals, and reviews the timesheets.  After she approves the ADEC report, she emails ADEC to post the payroll and issue the paychecks.  She then transfers the total payroll cash amount into the payroll bank account for disbursement.

At board finance committee meetings, the monthly financial package is presented for review.  The treasurer then presents the financial statements to the full board at their next meeting.  This includes a budget to actual review, which is an added oversight control.  The finance committee usually meets one to seven days before the board of directors meeting.  The full board meets every month except July, August, and December.

Expense Allocations

Expenses associated with specific departments, projects, or grants are charged to that specific area when expensed in the general ledger.  Payroll expenses are charged initially to general administration. General operating expenses, e.g., utilities and housekeeping, are also accumulated in administration as invoices are received. At the end of the month, allocation entries are recorded to distribute those costs temporarily recorded in general administration.  An excel spreadsheet is used to summarize the full time equivalents (FTEs) for all employees,  allocated across all departments, programs, grants, and funding sources as follows:

1. By Department.  Early Childhood Education (ECE), Helping Families Cope (HFC), Development, and Administration.

2. By Sub-department.


	ECE
	Administration

	 
	B. Jordan Infant & Toddler Center

	 
	Wesley Day School

	
	J. Davis High School


	HFC
	Administration

	
	Youth

	
	Senior Services

	
	Assistance

	
	Food Cooperative


3. By funding source.  This includes United Way, foundation awards, and government grants.

 The allocation worksheet shows the percent of time each employee spends in each area. If an employee spends his time on clearly distinctive projects, the FTE allocation process is simplified.  E.g., assume he spends two (2) days a week working with youth at the schools under project A support and three (3) days working with them at Wesley under grant B.  This employee would have 40% of his time and expenses allocated to project A and 60% to grant B.

Allocations for employees whose work is supported by multiple funding sources for the same activity are less cut and dry.  E.g., assume three funding sources are supporting our infant and toddler center.  The teachers, aides, and other staff who run that facility each day do not engage in separate, distinctive activities associated with funds A, B, and C.  In this situation the allocation an employee’s time and expenses could be more complex, depending on the detail included in the contracts and awards supporting the program.   Contract compliance is the first consideration.  When the award terms simply look to supporting an activity, without specifying staff and/or percentages to fund, the allocations are used to cover staff as needed.

FTEs for administrative staff are allocated to development or program areas based on an estimate of time spent.   E.g., a large number of the checks written by the accounting department are for assistance payments.  More of the accounts payable clerk’s time, therefore, is allocated to HFC than to ECE.

Once the FTE assignments are completed, actual expenses are used for each employee’s salary, benefits, and other payroll related expenses.  The general operating expenses are allocated among the funding areas based on each area’s percentage of the total FTEs.  Totals from these allocation spreadsheets are the basis for the Blackbaud journal entry created by the Accounting Assistant and reviewed, approved, and posted by the Accounting Director.

Stale Check Policy
Wesley Community Center’s policy adheres to the Bank’s policy of not honoring checks presented after six (6) months for payment without authorization from Wesley Community Center. Further, after six (6) months stale checks will be written off.

Document Management

Document management includes both the proper storage and archiving of essential files and the policies and procedures that address the varied laws regarding document retention and destruction including the Sarbanes-Oxley Act. This Act serves as the guiding tool for document management.
