Your Company

AUDIT PROGRAM

FOUNDATION

	
	AUDIT SCOPE:
The scope of this audit includes ensuring compliance with applicable policies, plans, procedures, laws and regulations; economical and efficient use of resources; the accomplishment of established objectives and goals of the department; the reliability and integrity of information; and the safeguarding of assets. 

The functions included in the scope of this audit are:

1. Operating Policies and Procedures

2. Financial Management

3. Fundraising Programs

4. Financial Reporting


	
	
	
	

	
	OBJECTIVES:
The objectives during this audit are to determine if the Foundation’s system of controls is adequate and functioning to ensure:

· Compliance with Department policies and procedures and State/Federal Laws and Regulations;

· Efficient use of resources;

· Contributions are safeguarded and accurately recorded and reported;

· Efficient and effective operations based on sound business practices;
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	AUDIT PROCEDURES
	
	
	
	

	A
	PRELIMINARY
	
	
	
	

	1. 
	Notify executives and administrative personnel of impending audit. Discuss audit approach and scope. Obtain and discuss any concerns these personnel have.
	
	
	
	

	2. 
	Prepare a preliminary scope and objectives.
	
	
	
	

	3. 
	Review prior I/A audit programs, workpapers, internal control questionnaires, and reports of the area.
	
	
	
	

	4. 
	Obtain and review programs from other sources, if necessary.
	
	
	
	

	5. 
	Prepare an internal control questionnaire and list of items needed to begin audit.
	
	
	
	

	6. 
	Meet with the Vice President and Executive Director of the Foundation to review:

a. The audit scope and objectives.

b. Any concerns the Vice President or Director has.

Document meeting and ensure concerns are included in audit program, if applicable.
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	B
	INFORMATION GATHERING
	
	
	
	

	1. 
	Obtain a copy of the current departmental organizational chart. Review to determine that it is accurate and current. Discuss with the Director as necessary.
	
	
	
	

	2. 
	Obtain and review documentation of fundraising programs.
	
	
	
	

	
	
	
	
	
	

	3. 
	Obtain Department’s policies and procedures and related documentation.  Based on assigned test steps, review as needed.
	
	
	
	

	4. 
	Obtain and review external auditor management letter comments concerning the Foundation and related issues.
	
	
	
	

	5. 
	Obtain and review minutes for Foundation Board meetings and relevant committees for past year.
	
	
	
	

	6. 
	Review information to:

a. Understand Foundation environment.

b. Document Foundation processes.

c. Determine if action is taken regarding exceptions.

Comment on assessment/audits as an effective control.
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	C
	FUNDRAISING PROGRAMS
	
	
	
	

	1. 
	Obtain listing of previous year’s events and current year events.
	
	
	
	

	2. 
	Are there established guidelines, controls, and contracts for all fundraising programs conducted by the Foundation?
	
	
	
	

	3. 
	Perform a walkthrough of the fundraising process and document the procedures through flowcharts and narratives
	
	
	
	

	4. 
	Are all activities associated with the fundraiser well documented with a log maintained from start to finish?
	
	
	
	

	5. 
	Is there adequate control over the approval and disbursement for expenses associated with the fundraiser program?
	
	
	
	

	6. 
	Does the Foundation utilize hired fundraising consultants or temporary staff?  If so, are there written contracts to prohibit consultant fees from being based on a percentage of funds raised?
	
	
	
	

	7. 
	Are fundraising/campaign materials properly approved?

a. not misleading to donors or general public

b. clearly identify the Foundation’s programs and activities for which the funds are being requested (an issue, societal problem, or need)

c. direct potential donors to sources of additional information about the Foundation

d. inform donors of their liability for the costs of licenses, taxes, etc. in the event they should win a major prize and that there will be no further compensation paid to winners for use of their name, photo, or likeness
	
	
	
	

	8. 
	If solicitation involves the sale of goods or services:

a. is the benefiting organization clearly identified

b. is there a source for additional written information

c. is the portion the donor can claim as a charitable contribution for tax purposes clearly identified (written statement to donor is required by IRS if donor contributes > $75for fee or ticket that is partly contribution and partly a purchase of goods or services received by donor)
	
	
	
	

	9. 
	Are there procedures for obtaining names, addresses, and social security numbers of contest/raffle winners (if applicable) to report winnings to IRS via Form 1099-MISC?

a. Have Form 1099’s been filed as needed
	
	
	
	

	10. 
	Are sponsors utilized for fundraising events?

a. Are billing procedures in place to ensure sponsors payments are received?

b. Are sponsor pledges booked as receivables to ensure they are tracked and receive adequate follow-up if not received?
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	D
	CONTRIBUTION PROCESSING
	
	
	
	

	1. 
	Review procedures for receiving, recording, depositing, acknowledging, and reporting contributions.
	
	
	
	

	2. 
	Determine the “points of entry” within the Foundation where contributions are being received and the controls in place at these “points of entry”.
	
	
	
	

	3. 
	Cash Contributions:

a. Is there proper segregation of duties for receiving, depositing, and record keeping?

b. Does the person opening the mail contributions have access to the accounting records?

c. What are the controls to ensure that all contributions are recorded, accounted for, and deposited in a timely manner?  How (and where) are contributions secured until deposit occurs?

d. Does the individual conducting the deposit compare the deposit record with a list of contributions received, as documented by individual receiving the mail?

e. Does auditor’s sampling of deposit tickets match the daily lists of contributions received?

f. Does documentation leave an adequate trail permitting the auditor to trace a sample of contributions selected from the mail clerk’s documents through the system:  receiving, depositing, appearance on a bank or investment account statement, recording in a donors’ gifts report, and reporting on the general ledger?

g. Are checks restrictively endorsed?

Are credit card contributions accepted and properly controlled
	
	
	
	

	4. 
	Review procedures for providing written acknowledgment to donors and for maintaining adequate records of contributions received.

a.  The IRS requires charites to provide a written acknowledgment to a donor who makes a single contribution of $250 or more.  It must state the name of the Foundation, the amount of the contribution, and identification (and value) of any goods or services the donor received as part of the contribution.
	
	
	
	

	5. 
	Anonymous contributions:

a.  Review procedures on how to process and record charitable contributions from donors wishing to remain anonymous.  (However the Foundation chooses to identify the anonymous donor, under no circumstances should the name of a staff member be used to record the contribution on the Foundation’s records).
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	D
	CONTRIBUTION PROCESSING
	
	
	
	

	6. 
	Non-Cash Contributions:

Review policies relating to non-cash contributions including stocks and real estate

For stock contributions, there must be specific policies about how the stock will be received, by whom (financial planner or investment firm) and how the cash resulting from the stock’s sale will be recorded on the Foundation’s books

For real estate contributions, the following should be covered:

a. Does property have to have a minimum expected market value prior to being accepted by the Foundation

b. Are property donations restricted to certain geographical locations

c. Is an appraisal, at the donor’s expense (CANNOT BE PAID FOR BY FOUNDATION), required to be presented prior to the Foundation accepting the donation

d. Is the Foundation willing to accept property on which there is a lien?  What is the maximum indebtedness the Foundation is willing to accept

e. Is the Foundation willing to accept property that is part of a limited partnership with other owners – which may include charities?

f. Will the following issues be addressed prior to the Foundation accepting the property as a contribution?

· Market appraisal

· Site visit by staff or Board members title search

· Environmental inspections

· Discovery of donor’s background and why property is being donated

· Estimation of legal fees, broker’s fees, and repair costs required of Foundation for upkeep or sale of property

· Acknowledgment to donor individuals with authority for deciding if property will be accepted
	
	
	
	

	E
	FINANCIAL MANAGEMENT
	
	
	
	

	1. 
	Obtain listing of all bank accounts held in the Foundation’s name.
	
	
	
	

	
	
	
	
	
	

	2. 
	Obtain and review bank reconciliations for all accounts for last six months.
	
	
	
	

	3. 
	Is there an analysis of fund balance transactions to support general ledger control accounts?
	
	
	
	

	4. 
	Are checking accounts interest bearing, given that the income will be tax-exempt?
	
	
	
	

	5. 
	Does the legal name appear on the bank accounts and checks?
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	E
	FINANCIAL MANAGEMENT
	
	
	
	

	6. 
	Are two signatures required for disbursements to occur?
	
	
	
	

	F
	FINANCIAL REPORTING
	
	
	
	

	1. 
	Obtain last two years of annual reports and review for the following:  

a. Identifying information of board members and executive management

b. Include audited financial statements or a comprehensive summary of financial operations

c. Include a purpose and description of programs, activities, and accomplishments

d. Describe programs for which there is a cross-reference of financial information

e. State the charity’s eligibility to receive tax-deductible contributions

f. Provide a statement of functional expenses which explains how the charity distributes rent, salaries, etc. to “functional” purpose of the expenses – such as one or more program categories, fundraising, or general/administrative.

g. Describe revenue-generating activities conducted by or for the charity

h. Include a summary of a board-approved budget for the coming year
	
	
	
	

	2. 
	Review reporting practices to the Board:

a. Are there established time frames for reporting?  How frequently?

b. Does the board approve the annual budget, capital expenditures and use of unrestricted funds for specific purposes?

c. Does the Board Compare current budget to actual financial activity
	
	
	
	

	3. 
	Review Form 990 for last two years:

a. Is form filed timely?

b. Ensure reasonableness based on audited financial statements

c. Is copy readily available on site and made available upon request?

d. Review for reader friendliness and information.
	
	
	
	

	4. 
	Benchmark Foundation operations using the following:

a. Percentage of total income which is applied to programs and activities directly related to the Foundation’s purpose

b. Percentage of public donations which are applied to programs described in solicitations

c. Percentage of fundraising and administrative costs compared to contributions raised

d. Control over disbursements
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	G
	
	
	
	
	

	
	
	
	
	
	

	1. 
	Determine the methodology as to verification of the accuracy of reports compared to all data being entered, including errors.
	
	
	
	

	2. 
	Review and assess the procedures for changing and deleting passwords.  Determine how often passwords are changed.  Ensure that the procedures specifically address terminated employees and those individuals whose responsibilities have changed.
	
	
	
	

	3. 
	Review the system backup procedures in effect.  Ascertain by observation that a current backup exists and that they are stored in a secure fireproof environment.
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	4. 
	Are separate subsidiary accounts for each of the Foundation’s programs established within system?
	
	
	
	

	5. 
	When a contribution is recorded, is the following information captured:

A. name and address of donor

B. amount of donation

C. date donation was received

D. identification of donation as unrestricted or specific purpose
	
	
	
	

	6. 
	When a donor’s check is returned by the bank for insufficient funds (NSF), how is this issue captured in the system?
	
	
	
	

	7. 
	Are reports documenting total contributions generated on a daily, weekly, monthly, and annual bases?
	
	
	
	

	8. 
	Are these reports reconciled with the records of the mail clerk, deposit clerk, and general ledger?
	
	
	
	

	9. 
	What procedures are there for recording non-cash gifts, wills, and a donor’s specific wishes for the use of a contribution?
	
	
	
	

	10. 
	Document any findings and recommendations noted during the course of testing.
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	H
	STAFFING
	
	
	
	

	1. 
	Obtain from Human Resources:

A. List of employees for the department;

B. Salary Review Report;

C. Employee Turnover Statistics;

D. List of employee grievances for the last 12 months;

E. Current job descriptions for the area.

Review employee turnover and employee grievances for last 12 months.  Determine if additional work is necessary.
	
	
	
	

	2. 
	Obtain names of members of the governing board

A. Does the board consist of a minimum of five voting members?  Are any executives of the System also serving as Foundation Board members?  If so, how many?

B. Determine terms of office and limitations

C. Does the board meet formally at least three times per year?

D. Determine if conflict of interest statements are completed annually by board members.  Are there any material conflicts of interest?

E. Are board members compensated?  If so, are compensated board members 20% or more of the total voting membership of the board?

F. Determine if board is active in establishing policies and procedures and provides oversight of executive management
	
	
	
	

	I
	CONTRACTS
	
	
	
	

	1. 
	Determine if there are any outstanding contracts.  If so, document financial impact and appropriate disclosure.
	
	
	
	

	J
	FIXED ASSETS
	
	
	
	

	1. 
	Determine if inventory was conducted.
	
	
	
	

	2. 
	Obtain a listing of Foundation fixed assets from Finance or Information Technology.  If necessary agree a sample of items from the listing to Foundation assets and agree a sample of assets to the listing.
	
	
	
	

	3. 
	If any assets were purchased or disposed of during the current fiscal year, trace a sample to supporting documentation (invoices, etc.).  For capital purchases, determine appropriate personnel approved the purchase request and invoice.
	
	
	
	

	4. 
	Select a sample of items from the fixed assets list to review depreciation and useful life.
	
	
	
	

	K
	REPORTING
	
	
	
	

	1. 
	Prepare draft audit report.
	
	
	
	

	2. 
	Review draft report in a closing conference with appropriate departmental management.
	
	
	
	

	3. 
	Revise report, if necessary, and send to appropriate hospital management for response.
	
	
	
	

	4. 
	Issue final report incorporating management's responses.
	
	
	
	

	5. 
	Present to audit committee.
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