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COMMITTEE PURPOSE

The purpose of the financial assessment committee is to examine the financial statements and the financial records of the organization.  Financial assessments determine if the accounting procedures conform to established procedures and best practices used by other nonprofit organizations and helps to ensure that the accounting of the organization is objective, fair, complete, and accurate.  
Each SWE entity (e.g. sections and the MAL organization) should have an approved procedure for its financial assessment committee.  Those which have not developed and approved their own procedure should follow this generic version.  Questions and comments regarding this procedure should be directed to the Society’s finance committee chair.
SCOPE

The specific objectives of the financial assessment will address one or more of the following general management objectives: 

· Safeguard the assets of the organization. 

· Ensure the accuracy, reliability, timeliness, and integrity of the accounting and operational data. 

· Promote operational efficiency. 

· Ensure compliance with managerial policies, laws, regulations, and sound business practices. 
During the course of the assessment, conditions may arise which warrant further investigation of the assets of the organization or prompt recommendations for the organization to change existing financial policy and/or procedures.  The financial assessment committee chair should evaluate the situation and make timely recommendations to the officer contact.
Part I – Financial Assessment Committee Procedure

A. Structure & Qualifications of the Committee
1. Chair (must be SWE member), appointed by the entity’s president with approval as required by the entity’s bylaws.
2. At least two other SWE members familiar with financial matters, appointed by the chair with approval of the president, if such approval is required by the entity’s bylaws.

3. No member of the committee, including the chair, may be serving currently as the entity’s president or treasurer or have served as president or treasurer during the time period that will be assessed by the committee.

4. No member of the committee, including the chair, may be related to the members currently serving as the entity’s president or treasurer or those who served as president or treasurer during the time period that will be assessed by the committee.

B. Officer Contact

The entity’s president will assign an officer contact for the committee at the beginning of each fiscal year.  The officer contact should not have had signature authority during the time period that will be assessed by the committee and shall not be the current treasurer.  The officer contact has the responsibility to inform the chair of activities which may impact the committee’s work and to provide requests for information in a timely manner.  The officer contact shall serve as an ex officio, nonvoting member of the committee.
C. Duties and Responsibilities of Chair

1. Appoint committee members and provide them with the current procedure.

2. Work with committee members to plan and conduct the annual assessment of the entity’s finances.

3. Coordinate with the treasurer the gathering of documentation for the assessment.

4. Coordinate activities and act as a resource for committee members.

5. Keep the officer contact informed of progress and any problems or special circumstances encountered or anticipated with regard to the assessment.

6. Make recommendations for the entity’s leadership to accept the assessment or to take other action.

7. Conduct a retrospective annual review of the committee’s procedure with committee members and submit recommended changes and best practices to the Society’s Finance Committee Chair for further consideration.
8. Aid in identifying potential successors and committee members for future years.

D. Duties and Responsibilities of Committee Members

1. Assist the chair in conducting the assessment.

2. Perform duties as assigned by the chair.

E. Files
A copy of the current approved procedure for the committee, copies of the two most recently approved assessment forms, and two years of correspondence related to the committee shall be retained by the chair in the committee files.  (Note:  The original signed assessment forms shall be kept in the entity’s permanent file.)

F. Distribution of this Procedure

A current copy of this procedure can be found on the Society website under the SWE Governance Documents area.
Part II – Financial Assessment Committee Operating Procedure

The committee will meet as needed to address matters on its agenda, but not less frequently than once a year.  Most assessment tasks can be handled by the committee prior to the meeting using records or documents provided electronically.  A schedule showing the general timing of the tasks to be performed is included at the end of the document.

A. Conducting the Financial Assessment 
1. Solicit the following records associated with the previous fiscal year (FYxx-1) from the treasurer, for the treasurer to provide to the chair prior to (or at) the committee meeting.  Some records may be provided electronically to the chair prior to the meeting, provided that account passwords or PINs are not shown with the transmission or on any of the attachments.
a. Approved budget, with any approved changes noted, and documentation (such as meeting minutes or the secretary’s notification of the outcome of motions voted on between leadership meetings) regarding budget or finance-related decisions.

b. Year-end financial report (income statement and modified statement of position) with comparison to the budget, accompanied by an analysis of income and expense variances between actual and budget.

c. Annual financial report submitted to the Society in FYxx for FYxx-1.
d. Documentation for submittal of IRS Form 990-N (e-Postcard) or other IRS Form 990 in FYxx for FYxx-1.
e. All statements issued by each financial institution at which the organization had funds during the fiscal year.

f. Ledger or journal showing each transaction.

g. Disbursement vouchers (i.e., the documentation that backs up each payment, such as receipts and reimbursement requests), including approvals for all disbursements.

h. Voided checks, if any.

i. Duplicate copies of checks issued.  (Note: Cancelled check images should be available online and may be accessed at the meeting should the committee determine further investigation is warranted.)

j. Documentation regarding income received.

k. Copies of approved finance-related policies and/or procedures in effect during the fiscal year being assessed.

2. Query FYxx-1 officers about relevant items listed under the “Internal Controls” and “Other” sections of the assessment form.
3. Review at least three months (selected at random) of income.  (If discrepancies are found that seem material or suspicious, review all other months.)
a. Trace income from the journal entries.  Compare to the income documentation and ensure the income agrees with the deposits on the bank statements.

b. Check the timeliness of the deposits.  (All deposits should be made promptly, generally within a week, but no later than 30 days after receipt.)

4. Verify at least three months (selected at random) of disbursements/transfers.  (If discrepancies are found that seem material or suspicious, verify all other months.)
a. Inspect the journal to ensure that each transfer shows the date, source account (the account the funds are coming out of), and destination account (the account the funds are being transferred into) of the funds.

b. Inspect the journal to ensure each disbursement shows the date, check number, name of payee, what the payment was for, and the amount paid.

c. Verify mathematical accuracy of the check amounts against the documentation in the disbursement vouchers and compare to the journal entries.

d. Verify that each disbursement voucher includes approval for payment.

e. Check timeliness of disbursements.  (In general, all disbursements should be paid within 30 days after the request has been received.)

f. Review duplicate copies of checks issued to determine if disbursements appear to have been paid to the proper parties.  (Should there be questions that warrant further investigation the committee should examine the cancelled check images.)

g. Account for all checks, used and voided.

5. Review the year-end financial report.

a. Compare the receipts, disbursements, accruals (such as accounts receivable and/or accounts payable), and bank balances to the year-end financial report submitted to the Society.

b. Review the year-end financial report compared to the budget and the analysis of income and expense variances.
c. Verify that the IRS Form 990-N (e-Postcard) or other IRS Form 990 was submitted for the fiscal year being assessed.
6. If missing funds, fraud, or gross negligence is suspected, immediately notify the officer contact of concerns and further investigate (see II-B).

7. Complete, sign, and distribute the assessment form.

a. Provide original to the entity’s secretary for inclusion in the permanent file. An email from the financial assessment committee chair containing a scanned copy of the original to the entity’s secretary and cc’ing the committee and other officers may be alternately provided.
b. Retain copy for the assessment committee file.

8. Prepare and submit motion (including a brief discussion) for the entity’s leadership to accept the committee’s assessment.

9. Return hard copies of financial records to the treasurer.

B. Further Investigate Discrepancies, as Necessary

1. Verify income (see II-A.3.) and disbursements/transfers (see II-A.4.) for all months.
2. Inspect cancelled checks to ensure they were made out to the payee as shown on the disbursement voucher, signed by an authorized signatory, and endorsed by the payee.  If necessary, confirm authorized signatories with the financial institution, compare signatures on the checks with signatures on file at the financial institution, and/or contact payees to ensure they actually received the checks.

3. Reconcile bank accounts.
a. Request each financial institution at which the organization has funds to confirm, in writing, the balances held in accounts.  (The current treasurer or president can generally verify current balances online by accessing the account for the chair.)
b. Prepare a statement of reconciliation between bank balances and cash balances shown on the books.  The reconciliation should begin with the bank balance.  Add to that figure any deposits shown on the books that have not yet been credited on the bank statement.  Subtract any outstanding checks (those which have been booked but have not yet cleared the bank) to prove the cash balances shown on the books.

4. Make recommendations as appropriate to the officer contact and/or entity’s leadership.  Recommendations may address internal controls, recordkeeping, safeguarding of assets, or any other concerns noted by the committee.

C. Financial Assessment Committee Annual Calendar

The financial assessment should be conducted as soon as practicable after the books are closed for the previous fiscal year.
The following is a recommended calendar of events for an entity to complete its financial assessment. 

	July
	Recruit financial assessment committee members; obtain approval from the president if such approval is required by the entity’s bylaws before appointing committee members; provide each member of the committee with this procedure.


	August/September
	Obtain all financial documents/records from the treasurer (see II.A.1); assign tasks if electronic records have been provided; hold meeting to review the financial records (make sure the treasurer whose books are being assessed will be available to answer questions); conduct the assessment; identify any recommendations; and complete and sign the financial assessment form (be sure to bring hard copy of the form to the meeting); return hard copy records to the current treasurer.


	By September 30
	Prepare motion/discussion for the entity’s governing body to accept the financial assessment report and/or to take other recommended action; provide motion/discussion and completed, signed financial assessment form to the officer contact to present at the next meeting of the entity’s governing body.


	By November 30
	Conduct an annual review of this procedure with committee members and submit recommended changes to the Society’s finance committee chair for further consideration.


	By May 15
	Provide suggestions to the officer contact and/or the FYxx+1 president for the FYxx+1 financial assessment committee chair and potential members.



	By June 30
	Begin transition with and provide files to the FYxx+1 chair.


Record of Revision

	DESCRIPTION
	DATE

	1. Creation of Document
	January 2010


	2. Update procedure to include Region/Section/MAL organizations and consolidation of forms
	May 2014

	3. Update to remove reference to Region organizations and change SWE logo.
	June 2018

	4. Documentation Sub-team review and update for consistency with Finance Manual and remove reference to Section/MAL organizations 
	May 2019


Appendix A. – Financial Assessment Form

To be completed by the entity’s financial assessment committee, NOT the treasurer.  Information contained in this is considered confidential to the entity.
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Name of Entity: ____________________________________
Financial Assessment for FY____
Income

In relation to income, the months reviewed were (review at least three months):

⁪  July

⁪  August
⁪  September
  ⁪  October
⁪  November
⁪  December

⁪  January
⁪  February
⁪  March
  ⁪  April
⁪  May

⁪  June

Was all income recorded accurately, timely, and with the proper classification?     ⁪Yes 
⁪No

Discrepancies noted (if any): _________________________________________________________________________________________
_________________________________________________________________________________________
Disbursements/Transfers

In relation to disbursements/transfers, the months reviewed were (review at least three months):

⁪  July

⁪  August
⁪  September
  ⁪  October
⁪  November
⁪  December

⁪  January
⁪  February
⁪  March
  ⁪  April
⁪  May

⁪  June

Were disbursements/transfers recorded accurately, timely, and with the proper classifications in the journal?


⁪Yes 
⁪No

Did all disbursements have supporting vouchers with documents/invoices and approvals?



⁪Yes 
⁪No

Did the treasurer have a copy of the minutes or other notification to support budget approval and finance-related decisions?
⁪Yes
⁪No

Discrepancies noted (if any): _________________________________________________________________________________________
_________________________________________________________________________________________
Annual Filings

Was the IRS Form 990-N (e-Postcard) or other Form 990 submitted?



⁪Yes 
⁪No

Was the annual financial report submitted to the Society on time?



⁪Yes 
⁪No

Did the annual financial report submitted to the Society agree with the financial records?



⁪Yes 
⁪No

Discrepancies noted (if any): _________________________________________________________________________________________
_________________________________________________________________________________________
Internal Control Systems

Does the treasurer reconcile the financial records with the outside sources (e.g. bank statements) on a regular basis?



⁪Yes 
⁪No

Are there multiple signatories on the financial account(s) other than the treasurer who can periodically review bank statements and spot check bank balances?

⁪Yes 
⁪No

Does the treasurer furnish financial reports and analysis to the entity leadership on a regular basis?


⁪Yes 
⁪No

Does the entity leadership review income and expenditures against the budget periodically and, when warranted, recommend changes?



⁪Yes 
⁪No

Does the entity have clear lines of financial authority and procedures that are routinely followed?


⁪Yes 
⁪No

Does the entity account for all checks (used or voided) and electronic payments?
⁪Yes 
⁪No
If your entity uses cash transaction methods, are those receipts and payments tracked?
⁪Yes 
⁪No
Does the entity have a periodic external review of the accounting system (i.e., audit)?



⁪Yes
⁪No
Other

Did the treasurer provide all documentation (or access to the documentation) requested by the committee? 


⁪Yes 
⁪No 

If “No” the missing items were:

_________________________________________________________________________________________
Does the committee have suggestions and/or recommendations for improving the financial processes?


⁪Yes 
⁪No

If “Yes” elaborate (use additional pages if necessary):
_________________________________________________________________________________________
_________________________________________________________________________________________
We hereby certify that the financial records of the entity have been reviewed and recommend this assessment report be accepted.  A proper accounting of the funds has been found.

⁪Yes 
⁪No

______________________________
__________________________________
____________
_____
Assessment Committee Chair (print name)
Signature




Member Number
Date

______________________________
__________________________________
____________   _______
Committee Member (print name)

Signature




Member Number
Date

______________________________
__________________________________
____________  _______
Committee Member (print name)

Signature




Member Number
Date

Distribution:  Original signed certification to the officer contact to provide to the entity’s permanent file (generally maintained by the secretary); chair to retain copy in financial assessment committee file for two years.
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