Operational Memorandum #35

November 1, 1989

To: 

All Project Directors and Staff

From:

Ronald Lee Logsdon, Executive Director

Re: 

Fundraising Guidelines and Requirements

The Agency, through its many projects, is engaged in a large number of ancillary fundraisers for the support and/or supplementation of its activities.  And surely all know that the handling of cash is, regrettably, subject to temptation for some.  The number of incidents (although, thankfully few) where a loss had occured pleads for a definitive directive regarding Agency fundraising.  

Audubon Area Community Services, Inc. (AACS) has and will continue to participate in fundraising activities to support the Agency or its programs.  The purpose of this directive is to focus on accountability for all Agency fundraising efforts.  While strict compliance with fundraising accountability and accounting is expected, no inhibiting effort on Agency fundraising efforts is intended or expected.  Thus, all staff (and any other Agency operations) must understand and adhere to the following requirements:

Agency tax-exempt Status

The AACS, Inc. is exempt from all federal income tax under the provisions of section 501(c) (3) of the Internal Revenue code.  It is solely through this exemption that the Agency is able to function as it does and qualify for many State/Federal/United Way grants.  This tax-exempt status must be zealously and circumspectly protected.

This status also confers certain fundraising possibilities (not available to for-profits) and requirements on the Agency.  Too, it permits any bona fide contributors (outright cash contributions or property donations, NOT purchases of chances, etc.)  to receive tax deductions for their gifts to the Agency.

The Agency’s tax-exempt status also requires absolute compliance with IRS rules pertaining to this favored status, and annual reports to document that compliance.

Compliance With IRS/Organizational Requirements

Federal tax law requires that fundraising activities be reported annually to the Internal Revenue Service on Form 990 (Organizations Exempt From Income Tax).  Federal law also provides that tax may be imposed on income derived from any unrelated trade or business.  Further, the AACS in all of its activities including fundraising wants to assure that its public image is not tarnished.

In order to assure that AACS fundraising activities will be in compliance with Federal Law properly reported to the Federal Government.  Consistent with the policy-based management system that AACS has established over Federal Government.  Consistent with the policy-based management system that AACS has established over the years, a “fundraising hierarchy” is hereby established to govern the various fundraising activities and the people who are the actual fundraisers of the non-profit organization.  That hierarchy is as follows:

1. Board of Directors
        The Board of Directors of AACS shall have responsibility for issues related to the established, growth, and liability of all fundraising campaigns. Consequently, all types of fundraising activities should be approved by the Board of Directors.

1. Executive Director    

        The Executive Director of the AACS has responsibilities to plan, promote and preside over 

        all staff/agency operations, including fundraising.  In this capacity, the Executive Director is 

        the chief decision-maker, and the chief planner as to Agency time, space, people and money.      

        Consequently, all fundraising activities should be coordinated and with as approved by the   

        Executive Director.

  3.  Financial Administrator

        The Financial Administrator of the AACS has responsibilities in recording, classifying, 

        summarizing and reporting transactions and events which are of a financial character.  

        consequently, all fundraising activities must be coordinated with the Financial Administrator 

        in order to set-up and maintain proper accounting records.

4. Project Director

The respective AACS project directors have direct management responsibility for all activities under the supervision.  Consequently, all fundraising activities within their respective program must be approved by them. Further, each project director is directly and solely responsible for assuring that each of the three proceeding levels of “fundraising hierarchy” are consulted, advised in detail concerning any proposed fundraising activity and that all have approved the proposed – activity and that requisite controls and procedures have been put in place.

Each project director is responsible for developing step-by-step procedures, within the general framework of this directive, which shall guide staff and Agency operatives in the management and implementation of each specific fundraising activity or project.

General Standards

·  Fundraising in the AACS shall entail a relationship of trust between the Agency and its charitable givers and other participants in its fundraisers.

· Staff and agents of the AACS must exercise care to assure that their fundraising activities are thoughtful, tasteful, and ethical.  This principle shall govern their planning and carrying out of all AACS fundraising activities, so as to assure that such could not reflect negatively on the Agency.

· All fundraising activities must be handled through the Agency’s designated system if the AACS name (or any of its projects) or its tax-exempt status is used in any manner.

· “Volunteer fundraising,” i.e., fundraising activity conducted by persons who may otherwise be associated as a group in some volunteer capacity with the AACS but who plan and conduct an/any unaffiliated fundraiser must NOT USE any reference to the Agency, its name, its facilities, its staff or any other connection with the Agency.  Further, the Agency shall bear no responsibility for the activities of any such groups who may have some affiliation with the AACS in another context or capacity when those groups are engaged in independent fundraising.

· Any and all property of any type acquired through the AACS-associated fundraising activity shell be the property of the Agency.  An AACS-associated event is deemed one in which the Agency, its paid staff, property, facilities or tax-exempt status is used in any context, whether formally approved or not.  Staff should do everything in their power to prevent any “associated” but un-sanctioned fundraising activity.
· An AACS-sanctioned fundraiser is one which meets the test stated immediately above and which had received all the required policy and management approvals.  

· Regulatory or legal requirements, if any, shall prevail over AACS policy in any area where they may be at variance.

General Accounting Requirements

 The express purpose of this directive is to ensure that all Agency fundraising projects meet the “internal control” accounting standards that all other Agency fiscal operations must meet and that all money (both invested and earned) and usage of Agency resources are accurately completely and appropriately accounted for.  Therefore, the following minimum standards for fiscal controls must be met with any AACS-sanctioned or associated fundraising activity.

· Each AACS program should have an account for its individual fundraising activities, so that no problems arise concerning whose/money are/is being used.

· Agency wide fundraisers (or any that involve multiple projects/programs), such as a Bingo, shall be handled through a single unified account, although the gross proceeds may be “allocated” within that account and be credited to respective projects.  Such allocations shall be made only after expenses have been deducted from gross revenues.

· All fundraising accounts shall be kept separate from program, funds—and proceeds placed in a separate bank account.  If not, proceeds could be considered program income, and like interest, subject to return to the respective granter.

· All centralized fundraising accounts should be set up under “fund 400:” e.g.,”401,” Indirect; “422,” Head Start; “405,” CSBG.  There will also be some non-centralized accounts, namely: Head Start Parent Activity; local GRITS accounts; and RSVP Endowment Fund.  While these three accounts are “off-the-books,” they are still to be properly accounted for and documented with appropriate reports.

· Staff must carefully consider and verify whether the projects could be taxable.  Some, for example—profit over and above actual expenses for a newsletter that rented space for vendor, advertisement, is taxable under present IRS rules.

· There will be a  monthly accounting for all fundraising accounts.  Assigned custodial staff will receive, review and reconcile all fundraising account bank statements within ten (10) days of receipt and submit a Fundraising Account Statement with the reconciled bank statement (original or copy).  A copy of the Fundraising Account statement is attached.  All fundraising accounts statements be received and reconciled monthly by local custodial staff. Periodically, the Finance Department will audit each fundraising account, including a through review of all original (source) documentation.

· All fundraising checking accounts shall require two (2) signatures.  It is further required that a designated “third party,” a bond staffperson, shall maintain custody of the respective fundraising checkbooks at all times.

· The purpose of each expenditure must be explained on each check for every expenditure.
Cash Accounting Requirements

·  Any and all cash received through any Agency fundraiser must be counted by at least three (3) persons, including one bonded staffperson.
· After all money is counted, a fundraising voucher  (attached) must be completed and signed by all three persons.
· One copy of each fundraising voucher must be sent to the Receivables Manager in the Central Office/Finance Department immediately upon completion.
· Deposits of funds on hand over $20.00 shall be made each day; deposits shall be prepared and delivered to the bank by at least two (2) persons and properly deposited in the designated AACS/project fundraising account.  Please assure that no more than $20.00 in cash or checks is ever left in any AACS office or center over night.
· Any money that is lost, stolen or misplaced shall be reimbursed to the Agency fund by the person or persons responsible for the loss of these funds, if known, or by the assigned AACS staff person(s) responsible for the given fundraising project or account.
“Raffle” Guidelines

Raffles are subject to the strict cash and depository requirements stated above.  In addition, assigned AACS staffpersons must devise any raffle in such a manner that assures that:

· Tickets should be numbered and must be stubbed, and the “duplicates” preferably perforated so as to provide the ticket buyers and Audubon Area Community Services, Inc. a copy.
· Such numbered tickets/booklet as may be given to volunteers and staff to sell shall be 1) signed for by the seller and 2) the transfer of numbered booklets /tickets verified by the assigned bonded staff person(s).
·  Money shall be collected and deposited daily, with no more than $10.00 kept by any seller or for change. No checks maybe accepted, unless the seller agrees by virtue of its acceptance, to reimburse the Agency for any bad check.
· Volunteers and staff will be given a signed receipt for raffle sales money they turn in; a copy will also be retained by the assigned bonded staff person(s) in charge of the fundraiser.
· An itemized list of all items to be raffled will be maintained by AACS staff assigned to manage the fundraiser.  This listing should include (at the minimum) the donor’s name and the full retail value of the item.
Solicitation Standards

Staff and Agency operatives must exercise care and professionalism in soliciting donated goods and services for Agency causes.  Each must assure that:

· The business’ policies and requirements for gifts and contributions are fully respected and met.
· Some appropriate form of identification and explanation is provided, for example, a letter of explanation on Agency letterhead for the purpose and proposed use of the solicited goods or services.  Too, this will assure the business and the community that the request is properly sanctioned by the Agency.
· The business is provided a receipt for the donated items.  The receipt shall include a statement of the Agency’s 501(c) (3) IRD tax-exempt status, which allows the contributor to claim the gift for tax-deduction, the value of the contribution to be determined upon the advice of his tax accountant.
· A “Thank You!” note is sent to the contributor within ten (10) days.
· Each Agency solicitor shows utmost courtesy to the vendor, respecting their right to say “No!” or to donate whatever they wish, not what the solicitor desires.
· To the extent possible within the Agency’s purchasing standards and requirements and the pricing offered to the Agency, patronize those business’ which support the Agency through their donations of goods and services.
Types of Fundraising Projects Permitted

The current list and range of AACS fundraising projects is extremely broad.  All have been reviewed and no existing fundraisers appear inappropriate or unallowable under the standards set forth in this directive.

Still, each such project shall be formally reviewed for Board, Executive Director and Financial Administrator concurrence, as outlined above under “Complience With IRS/Organizational Requirements.”  This requirement shall continue for all future fundraisers as well.

General Community Standards

The following fundraising activities generally meet the approval of the United Way (of which a member of AACS projects are member “agencies”), and therefore serve as an appropriate guide to staff planning fundraisers as to what may be considered generally acceptable within the norms and values of the AACS service area:

A. A Board-approved and/established program, which solicits, deferred gifts and memorials for an approved Agency fund, trust purpose.

B. From major public sales and / or major special events.   A “major” sale of event is defined as a project (product sale, “a-thons”, dinner, dance, ball game, etc.)  which is excepted to generate gross revenue of more than $5,000. (NOTE: The solicitation of corporate “block” or bulk sales of tickets or merchandise will not generally be considered acceptably the United Way for its “agencies.”)

C. Limited written appeals (i.e., letter, brochure, etc.) for contributions to specifically identified events, projects, or purposes.

For AACS projects which are United Way “agencies:” the materials shall identify the “agency” as a recipient of United Way funds and explain the reason for this special appeal so that it shall not be interpreted as being in conflict with the annual United Way appeal for general operating funds for member agencies.  Letters should be sent only to individuals and there shall be no direct solicitation of companies, corporations, or employee groups.  Attempts should be made to avoid placing persons on the mailing list who may react negatively to solicitation, thereby endangering their support of United Way as a whole.  There shall be no personal or other follow-up o these letters ...other than recognition of actual receipt of a contribution by a United Way member “agency.” 

Proceeds realized from these written appeals, as well as expenditures of these proceeds, shall be accounted for specifically.  Proceeds shall be documented as to their source and their use shall be accounted for in such a manner that the Agency can clearly show that they are being used for the purpose of which they were obtained.

D. From commercial promotions wherein a for-profit business or organization is given responsibility for raising funds for the Agency and/or wherein a commercial sales force s employed for the primary purpose of raising funds.

E. From locally based company foundations which might accept individual Agency requests for funding. (Note that this section does not include or reference corporate gift solicitations....only established charitable foundations.)

F. Form private foundations, which might accept Agency requests for funding.

G. From activities seeking anonymous charitable gifts in which the persons being solicited are not likely to be identified by the Agency or its representatives (e.g., benefit sales of tickets or products by outside groups, organizations, or businesses etc.)

H. From approved capital fund raising campaigns in which the agency seeks one-time gifts for a specifically identified building or major renovation projects or major (over $5,000) equipment acquisitions. 

       The planning and scheduling of such major campaigns is very important.  They  

       should be developed in communication with United Way and other local agencies or 

       organization engaged in or planning similar activities.
I. From telethons or similar mass media appeals designed to raise funds for special and specifically identified project or purposes not otherwise provided for in the Agency’s budget.

The following self-support activities are considered unacceptable for any United Way member agency:

A. As a matter of principle, fundraising for “agency” self-support must not compete with or jeopardize the United Way campaign and should not intervene in the United Way campaign time frame, usually between August 15 and November 30.

B. It is not considered acceptable or responsible for United Way member “agencies” to engage in, or contract for, fundraising activities in which the fund raising and promotional costs, excluding actual product cost in sales activities, exceed 25% of the gross revenue they generates. (Fundraising and promotional cost include consultant and/or promoter fees and profits.)

C. Member “agencies” must be sensitive to prevailing public attitudes and sensitivities a not engage in fundraising activities or practices with are generally considered to be illegitimate or in bad taste. (For example, sending unordered products, use of high-pressure tactics, etc.)

  The United Ways fundraising success has been in organized workplace solicitation of corporate and employee gifts.   Individuals and corporations who support member agencies through generous giving to United Way should be recognized for such existing support and not feel obligated or pressured in any way to make additional gifts.  “Agency” fundraising efforts aimed at these individuals and corporations should be altogether avoided or severely limited to the extent those requests for additional assistance be made cautiously and in strict adherence to the policies and guidelines.   

                                               Consultation Requirements

Additional standards and requirements may apply for AACS projects, which are United Way “member agencies.”  These AACS projects should in all cases consult the United Way for assurance that any proposed fundraiser is in compliance with their policy, so as not to jeopardize that projects United Way support of standing.

Likewise, and federally-or-state-funded AACS projects should consult their regulations and/or Grantor officials to assure that the Agency does not inadvertently violate any regulatory legal requirement or compliance standard.

Annual Report of Fundraising Activity

The Agency’s 990 Report to the Internal Revenue Service covers the calendar year.  The Agency’s independent auditor prepares the report annually from Agency records.  The fundraising reports must be sufficient for the auditor’s needs and his preparation of our 990 report.  Therefore, each Agency project director shall prepare and submit to the executive director and financial administrator a Summary Fundraising Report on his/her project or program.  The summary Fundraising report shall include all fundraisers conducted during the calendar year (March 1to February 28) and provide ample financial information and explanatory information for the intended (990 Report) purpose.  The report shall be submitted no later than February 28 of each year, covering all fundraising activity for the following year.

Attachment.

Audubon Area Community Services, Inc.

FUNDRAISING VOUCHER

Location:________________________________________                     Date:_________________

Name of Fundraiser:____________________________________            Notation:

Type of Fundraiser: _____________________________________

Amount Collected:       $___________________Date(s):________________

Expenses:                      $___________________Date(s):________________

Profit:                            $___________________Date(s):________________

                                                                 [Amount submitted Herewith]

Persons Responsible for the figures reported above:

1.______________________________________   (Signature):___________________________________

2.______________________________________    (Signature):___________________________________

3.______________________________________    (Signature):___________________________________

Audubon Area Community Services, Inc.

FUNDRAISING VOUCHER

Location:________________________________________                     Date:_________________

Name of Fundraiser:____________________________________            Notation:

Type of Fundraiser: _____________________________________

Amount Collected:       $___________________Date(s):________________

Expenses:                      $___________________Date(s):________________

Profit:                            $___________________Date(s):________________

                                       [Amount submitted Herewith]

Persons Responsible for the figures reported above:

1.______________________________________   (Signature):___________________________________

2.______________________________________    (Signature):___________________________________

3.______________________________________    (Signature):___________________________________

AUDUBON AREA COMMUNITY SERVICES, INC.

FUNDRAISING ACCOUNT STATEMENT

MONTH OF _________________________,20__

NAME OF ACCOUNT_______________________NAME OF BANK___________________

PROGRAM________________________________ BANK ACCOUNT NO.______________

A.       BEGINNING CASH AS OF ____________________,20_____             ______________

LIST DEPOSITS:

DATE                   SOURCE                EXPLANATION (REQUIRED)                AMOUNT

_________          _______________          _______________________________              ______________

_________          _______________          _______________________________              ______________

_________          _______________          _______________________________              ______________

_________          _______________          _______________________________              ______________

_________          _______________          _______________________________              ______________

_________          _______________          _______________________________              ______________

_________          _______________          _______________________________              ______________

_________          _______________          _______________________________              ______________

TOTAL FROM ADDITIONAL SHEET/S                                                           ______________

B.  TOTAL DEPOSITS                                                                                                       ______________

LIST CHECKS:

DATE      CK#          VENDOR           EXPLANATION (REQUIRED)                AMOUNT

______      _______      __________           ________________________________             _____________

______      _______      __________           ________________________________             _____________

______      _______      __________           ________________________________             _____________

______      _______      __________           ________________________________             _____________

______      _______      __________           ________________________________             _____________

______      _______      __________           ________________________________             _____________

______      _______      __________           ________________________________             _____________

______      _______      __________           ________________________________             _____________

______      _______      __________           ________________________________             _____________

______      _______      __________           ________________________________             _____________

______      _______      __________           ________________________________             _____________

______      _______      __________           ________________________________             _____________

______      _______      __________           ________________________________             _____________

______      _______      __________           ________________________________             _____________

______      _______      __________           ________________________________             _____________

______      _______      __________           ________________________________             _____________

TOTAL FROM ADDITIONAL SHEET/S                                                                          _____________

C.    TOTAL CHECKS                                                                                                           _____________

D.     ENDING CASH AS OF_____________________,20_______                                   _____________

          A+B-C=D
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