NONPROFIT FINANCIAL MANAGEMENT AND RESTRICTED FUNDS POLICY

Organization Name: [ORGANIZATION LEGAL NAME]

Organization Address: [ORGANIZATION STREET ADDRESS]

[ORGANIZATION CITY, STATE, ZIP]

Effective Date: [EFFECTIVE DATE]

Policy Approval Date: [BOARD APPROVAL DATE]

Policy Version: [POLICY VERSION NUMBER]

Prepared By: [PREPARER NAME AND TITLE]

Approved By: [BOARD OF DIRECTORS OR AUTHORIZED APPROVER]

RE: POLICY GOVERNING FINANCIAL MANAGEMENT, INTERNAL CONTROLS, BUDGETING, AND ADMINISTRATION OF RESTRICTED FUNDS

1. PURPOSE AND SCOPE

1.1 Purpose: The purpose of this policy is to establish the financial management standards, internal controls, budgeting practices, and restricted fund administration requirements of [ORGANIZATION LEGAL NAME] (the "Organization").

1.2 Scope: This policy applies to all employees, officers, directors, volunteers, contractors, and agents who handle, approve, record, or oversee the financial affairs of the Organization.

1.3 Fiscal Year: The fiscal year of the Organization shall begin on [FISCAL YEAR START DATE] and end on [FISCAL YEAR END DATE].

1.4 Governing Documents: This policy shall be interpreted consistently with the Organization's Articles of Incorporation, Bylaws, and applicable federal, state, and local laws, including [APPLICABLE STATE NONPROFIT LAW] and Internal Revenue Code Section 501(c)(3).

2. FINANCIAL OVERSIGHT AND RESPONSIBILITIES

2.1 Board of Directors: The Board of Directors retains ultimate fiduciary responsibility for the financial affairs of the Organization and shall review financial reports at least [FREQUENCY OF BOARD FINANCIAL REVIEW].

2.2 Treasurer: The Treasurer, [TREASURER NAME], shall oversee financial reporting, review monthly statements, and present financial reports to the Board.

2.3 Executive Director: The Executive Director, [EXECUTIVE DIRECTOR NAME], shall manage day-to-day financial operations within the approved budget and shall report to the Board on financial matters.

2.4 Finance Committee: The Finance Committee, chaired by [FINANCE COMMITTEE CHAIR NAME], shall review budgets, audits, and financial policies and make recommendations to the Board.

2.5 Staff Financial Duties: Financial duties shall be assigned as follows: [DESCRIBE ASSIGNED FINANCIAL DUTIES AND RESPONSIBLE PERSONS].

3. INTERNAL CONTROLS AND SEGREGATION OF DUTIES

3.1 Segregation of Duties: No single individual shall have control over all aspects of any financial transaction, including authorization, recording, custody of assets, and reconciliation.

3.2 Authorization Authority: Expenditures shall require approval according to the following thresholds: up to [DOLLAR THRESHOLD 1] approved by [APPROVER TITLE 1]; up to [DOLLAR THRESHOLD 2] approved by [APPROVER TITLE 2]; above [DOLLAR THRESHOLD 2] approved by [APPROVER TITLE 3].

3.3 Cash Handling: Cash receipts shall be counted by [NUMBER] persons, documented on a [CASH RECEIPT FORM NAME], and deposited within [NUMBER] business days.

3.4 Bank Accounts and Signatories: The Organization shall maintain bank accounts at [FINANCIAL INSTITUTION NAME]. Authorized signatories shall be [AUTHORIZED SIGNATORY NAMES AND TITLES]. Dual signatures shall be required for transactions exceeding [DUAL SIGNATURE THRESHOLD].

3.5 Bank Reconciliations: Bank statements shall be reconciled monthly by [RECONCILING PERSON NAME OR TITLE], who shall not be the person who records deposits or disbursements.

3.6 Credit Cards: Organization credit cards shall be issued only to [AUTHORIZED CARDHOLDER NAMES OR TITLES] with a credit limit of [CREDIT LIMIT]. Receipts shall be submitted within [NUMBER] days of each transaction.

3.7 Petty Cash: A petty cash fund of [PETTY CASH AMOUNT] shall be maintained and reconciled by [PETTY CASH CUSTODIAN NAME OR TITLE] on a [FREQUENCY] basis.

4. BUDGETING AND FINANCIAL PLANNING

4.1 Annual Budget: The Executive Director and Finance Committee shall prepare an annual operating budget and submit it to the Board for approval no later than [BUDGET SUBMISSION DEADLINE] preceding each fiscal year.

4.2 Budget Approval: The annual budget shall be approved by the Board by [BUDGET APPROVAL DEADLINE].

4.3 Budget Monitoring: Actual results shall be compared to budget monthly, and variances exceeding [VARIANCE PERCENTAGE] shall be reported to the Board with explanation.

4.4 Budget Amendments: Budget amendments exceeding [BUDGET AMENDMENT THRESHOLD] shall require Board approval.

5. ACCOUNTING AND FINANCIAL REPORTING

5.1 Accounting Method: The Organization shall maintain its books and records on the [ACCRUAL OR CASH] basis of accounting in accordance with generally accepted accounting principles.

5.2 Accounting System: Financial records shall be maintained using [ACCOUNTING SOFTWARE NAME] and shall be retained for at least [RECORD RETENTION PERIOD] years.

5.3 Monthly Reports: The following reports shall be prepared monthly and presented to the Board: [LIST REQUIRED MONTHLY REPORTS].

5.4 Annual Financial Statements: Annual financial statements shall be prepared by [PREPARER NAME OR TITLE] and shall be [AUDITED, REVIEWED, OR COMPILED] by an independent CPA firm when annual gross revenue exceeds [AUDIT THRESHOLD].

5.5 Tax Filings: The Organization shall file IRS Form 990 or 990-EZ and all required state filings by [TAX FILING DEADLINE OR "THE APPLICABLE DUE DATE"].

6. RESTRICTED FUNDS — DEFINITIONS AND CLASSIFICATION

6.1 Restricted Funds Defined: Restricted funds are contributions, grants, or other assets received subject to donor-imposed stipulations that limit their use to a specific purpose or time period.

6.2 Temporarily Restricted Funds: Temporarily restricted funds are those subject to donor stipulations that will be met by actions of the Organization or the passage of time.

6.3 Permanently Restricted Funds: Permanently restricted funds are those subject to donor stipulations that neither the passage of time nor the Organization's actions can remove, such as endowment principal.

6.4 Unrestricted Funds: Unrestricted funds are those available for general operating purposes at the discretion of the Board.

6.5 Designated Funds: Board-designated funds are unrestricted funds set aside by Board resolution for a specified purpose and remain subject to release by the Board.

7. RESTRICTED FUND ADMINISTRATION

7.1 Acceptance of Restricted Gifts: Restricted gifts and grants shall be accepted only after review by [REVIEWER NAME OR TITLE] to confirm alignment with the Organization's mission and capacity to comply with restrictions.

7.2 Gift Acceptance Documentation: Each restricted gift shall be documented in a written gift agreement or award letter specifying the donor, amount, purpose, time restrictions, and any reporting requirements.

7.3 Separate Accounting: Restricted funds shall be recorded in separate general ledger accounts by restriction and tracked individually in the restricted funds register.

7.4 Restricted Funds Register: The Organization shall maintain a restricted funds register identifying for each fund: [FUND NAME], [DONOR NAME], [RESTRICTION DESCRIPTION], [ORIGINAL AMOUNT], [AMOUNT RECEIVED TO DATE], [AMOUNT EXPENDED TO DATE], and [REMAINING BALANCE].

7.5 Use of Restricted Funds: Restricted funds shall be used only for the purposes and within the time periods specified by the donor. Expenditures shall be reviewed by [REVIEWER NAME OR TITLE] before payment to confirm compliance with restrictions.

7.6 Commingling Prohibited: Restricted funds shall not be commingled with unrestricted funds in a manner that obscures their restricted status in the accounting records.

7.7 Release of Restrictions: Restrictions shall be released only when the specified purpose has been accomplished or the time restriction has expired, and shall be recorded as releases from restriction in the period satisfied.

7.8 Deficits in Restricted Funds: If expenditures exceed restricted funds received for a purpose, the excess shall be [TREATMENT OF OVEREXPENDITURE, E.G., "COVERED BY UNRESTRICTED FUNDS UPON BOARD APPROVAL"].

7.9 Unexpended Restricted Funds: Unexpended restricted funds remaining at the end of a grant period shall be handled in accordance with the donor agreement, including any return-of-funds or reallocation provisions.

8. DONOR RESTRICTIONS AND COMPLIANCE

8.1 Donor Intent: The Organization shall honor the documented intent of all donors and shall not redirect restricted funds without the donor's written consent or a court order.

8.2 Modification of Restrictions: Restrictions may be modified only with the written consent of the donor or as permitted by [APPLICABLE STATE LAW].

8.3 Grant Compliance: Grant funds shall be administered in compliance with all grant terms, including reporting deadlines, budget line-item restrictions, and allowable cost provisions.

8.4 Reporting to Donors: Grant and donor reports shall be prepared by [REPORT PREPARER NAME OR TITLE] and submitted by [REPORT SUBMISSION DEADLINE OR "THE DEADLINE STATED IN THE AWARD AGREEMENT"].

8.5 Subrecipient Monitoring: Where funds are passed through to subrecipients, the Organization shall monitor subrecipients as described in [SUBRECIPIENT MONITORING PROCEDURE REFERENCE].

9. EXPENDITURE AND DISBURSEMENT CONTROLS

9.1 Purchase Requisitions: Purchases exceeding [PURCHASE REQUISITION THRESHOLD] shall require a written purchase requisition approved by [APPROVER TITLE].

9.2 Competitive Bidding: Purchases or contracts exceeding [BIDDING THRESHOLD] shall require at least [NUMBER] written quotes or a competitive bid process, except for sole-source purchases documented in writing.

9.3 Check Signing: Checks shall be signed by [NUMBER] authorized signatories, and supporting documentation shall accompany each check for review.

9.4 Electronic Payments: Electronic payments shall be initiated by [INITIATOR TITLE] and approved by [APPROVER TITLE] within the accounting system.

9.5 Expense Reimbursement: Expense reimbursements shall be submitted on [EXPENSE REPORT FORM NAME] with receipts within [NUMBER] days and approved by [APPROVER TITLE].

9.6 Conflict of Interest: All financial transactions shall comply with the Organization's Conflict of Interest Policy, and any interested party shall recuse themselves from related approvals.

10. CASH RECEIPTS AND CONTRIBUTIONS

10.1 Receipt Documentation: All contributions and receipts shall be documented with a dated receipt identifying the donor, amount, and any restriction.

10.2 Online Donations: Online donations shall be reconciled monthly between [PAYMENT PROCESSOR NAME] reports and the accounting system by [RECONCILING PERSON NAME OR TITLE].

10.3 In-Kind Contributions: In-kind contributions shall be recorded at fair value where required and documented on [IN-KIND CONTRIBUTION FORM NAME].

10.4 Pledges: Written pledges shall be recorded as receivables only when collection is reasonably assured and shall be reviewed for collectability [FREQUENCY].

11. INVESTMENTS AND ENDOWMENT

11.1 Investment Authority: Investment of Organization funds shall be governed by the Investment Policy Statement dated [INVESTMENT POLICY DATE] and overseen by [INVESTMENT COMMITTEE OR TREASURER].

11.2 Endowment Funds: Permanently restricted endowment funds shall be maintained in accordance with donor agreements and applicable law, including [APPLICABLE STATE UNIFORM PRUDENT MANAGEMENT OF INSTITUTIONAL FUNDS ACT].

11.3 Spending Policy: Annual endowment spending shall not exceed [SPENDING RATE PERCENTAGE] of the [VALUATION METHOD, E.G., "TRAILING TWELVE-QUARTER AVERAGE MARKET VALUE"].

12. FINANCIAL REPORTING TO THE BOARD AND PUBLIC

12.1 Board Reporting Package: The Board shall receive a financial reporting package each [REPORTING FREQUENCY] containing [LIST REPORTING PACKAGE COMPONENTS].

12.2 Restricted Funds Reporting: The Board reporting package shall include a schedule of restricted funds showing beginning balances, receipts, releases, expenditures, and ending balances for each fund.

12.3 Public Disclosure: The Organization shall make its IRS Form 990 and audited financial statements available to the public as required by law and upon request to [CONTACT NAME OR TITLE].

13. RECORDKEEPING AND RETENTION

13.1 Financial Records: All financial records, including grant agreements, donor correspondence, receipts, and bank statements, shall be retained for at least [RECORD RETENTION PERIOD] years.

13.2 Destruction of Records: Records shall be destroyed only in accordance with the Organization's Records Retention Policy and after approval by [APPROVER TITLE].

13.3 Confidentiality: Financial records containing donor or personnel information shall be kept confidential and accessible only to [AUTHORIZED PERSONS].

14. AUDITS AND INDEPENDENT REVIEW

14.1 Annual Audit: The Organization shall engage an independent CPA firm to conduct an audit when required by [AUDIT REQUIREMENT TRIGGER, E.G., "FEDERAL SINGLE AUDIT THRESHOLD"].

14.2 Audit Committee: The audit shall be overseen by [AUDIT COMMITTEE OR FINANCE COMMITTEE NAME], which shall receive the auditor's report and management letter.

14.3 Auditor Selection: The independent auditor shall be selected by the Board and shall not perform management functions for the Organization.

14.4 Corrective Actions: Management shall respond in writing to audit findings within [NUMBER] days, and corrective actions shall be tracked to completion.

15. FRAUD PREVENTION AND WHISTLEBLOWER PROTECTION

15.1 Fraud Reporting: Suspected fraud, theft, or financial impropriety shall be reported immediately to [DESIGNATED REPORTING CONTACT NAME OR TITLE].

15.2 Investigation: Reports of suspected fraud shall be investigated by [INVESTIGATING PARTY, E.G., "THE AUDIT COMMITTEE"] with the assistance of legal counsel as appropriate.

15.3 Whistleblower Protection: No employee, volunteer, or director shall suffer retaliation for reporting in good faith a suspected financial impropriety.

16. POLICY REVIEW AND AMENDMENT

16.1 Review Schedule: This policy shall be reviewed by the Board at least every [REVIEW FREQUENCY] and updated as necessary.

16.2 Amendments: Amendments to this policy shall require approval by [APPROVAL BODY, E.G., "A MAJORITY OF THE BOARD OF DIRECTORS"].

16.3 Effective Date of Amendments: Amendments shall take effect on [AMENDMENT EFFECTIVE DATE RULE].

17. ACKNOWLEDGMENT AND SIGNATURES

17.1 Acknowledgment: By signing below, the undersigned acknowledges receipt of, and agrees to comply with, this Nonprofit Financial Management and Restricted Funds Policy.

Employee or Volunteer Name: [NAME]

Title: [TITLE]

Signature: [SIGNATURE]

Date: [DATE SIGNED]

Executive Director Name: [EXECUTIVE DIRECTOR NAME]

Signature: [EXECUTIVE DIRECTOR SIGNATURE]

Date: [EXECUTIVE DIRECTOR SIGNATURE DATE]

Board Chair Name: [BOARD CHAIR NAME]

Signature: [BOARD CHAIR SIGNATURE]

Date: [BOARD CHAIR SIGNATURE DATE]

Treasurer Name: [TREASURER NAME]

Signature: [TREASURER SIGNATURE]

Date: [TREASURER SIGNATURE DATE]
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