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I.
INTRODUCTION

ASME is organized administratively to serve its members into geographically based operating units located throughout the world.  These units are known as Regions, Sections, Subsections, Groups, and Technical Chapters. This manual, ML-13, SECTION TREASURERS GUIDE, provides information on the role, responsibilities and functions of the Financial Officer, also known as the Treasurer, and the Finance and Audit Committees for each unit and furnishes the Society leaders with guidelines for their effective management.

ASME must report all financial activities and performance activity information to the Society; hence, it must know the activities in each unit with regards to the appropriation and the locally generated funds and their use.  This reporting requirement of the unit regarding the appropriation and the locally generated funds will have no bearing on the unit’s entitlement to the appropriation nor is there any intention of dictating use of local funds.  A properly completed Annual Financial Report satisfies this requirement.

The unit’s Annual Financial Report, the Operations Budget Plan and the compilation of Unit Activity Reports are required shortly after July 1st and before the current year's Society appropriation can be disbursed. The appropriation cannot be disbursed if the documents are not received by September 1.  Disbursement after September 1 requires action between the unit leadership and the Regional Vice President operating in accord with the provisions of the CMA Operation Guide.  There are provisions where the appropriation cannot occur.

The level of appropriations a unit receives is awarded based on unit performance information. The measure of unit performance is based on how many general meetings each unit holds each year.  (See Sections IV. A. 3. & 4 – Section ,Subsection, Group and Technical Chapter Appropriations)

This manual explains the Annual Financial Report and the Operations Budget Plan in detail, two of the major responsibilities of the unit Treasurer.  This manual also covers the usual items that the unit leadership and the Treasurer will encounter.  A good source of knowledge and assistance is a previous Treasurer, the unit leadership, the Regional Vice President, any Field Office or the Associate Executive Director, Finance and Administration, at Headquarters.

In the interest of brevity, each form of operating unit will be referred to as a "unit" and it is understood that the comment applies equally to each form of operating unit.  Exceptions will be noted.  Also, when depositing or disbursing funds of a local designated unit/ASME account, it is understood the transaction is completed within a commercial financial institution such as a bank, credit union, or similar entity doing business in the community.

II. SOCIETY POLICY

The functions of the Treasurer are to be in accordance with Society Policies.   The respective governing policies are listed with their internet links below.  Copies of the policies may also be obtained from any Field Office.  All Society Policies are available on asme.org at: http://www.asme.org/asme/policies/policy.html

P-2.1
Custodian and Operating Funds, Technical Divisions, Research Committees, Sections and Other Society Activities

P-2.3
Budget and Financial Administration
P-2.4
Insurance Requirements for Contractors to ASME
P 2.7
Solicitation of Funds
P-2.8
Appropriations for Sections, Subsections, Groups, Student Sections, and Technical Chapters
P 4.5
Travel Expense Contribution
P.13.5
ASME Scholarship Programs
 III.
FINANCIAL OFFICER AND ADVISOR

The Financial Officer and Advisor performs a key role and has specific duties in the organization, operation and functioning of a unit, and the Society.

A. ROLE

The Financial Officer and Advisor of a unit, most commonly referred to as the Treasurer throughout this manual, is a key member of the Executive Committee.  It is expected and necessary that the Treasurer take an active part in the discussions regarding the unit activities.  The Treasurer must:

1.
Assess and make known the related financial aspects of each and all proposed actions of the Executive Committee, or any committee or individual of the unit functioning as authorized by the Executive Committee,

2.
Review and make recommendations for, administer, and receive and safeguard all revenue and disburse the funds of the unit,

3.
Report the financial health of the unit, monitor all the unit assets, and take such actions as appropriate concerning the unit’s fiscal responsibilities and affairs.  

B. DUTIES

The Treasurer is assigned the following duties and obligations.  

The Treasurer is to:

1.
Disburse funds upon the proper approval of the Executive Committee,

2.
Promptly deposit all funds received and to disburse funds from a designated unit/ASME financial account.  The account should be in a recognized financial institution, providing services to the community.  The choice of institutions should be to the best advantage of the unit.  If desired, an account may be established at Headquarters.  Funds would then be forwarded for deposit and disbursed from the unit's account at Headquarters. DO NOT FORWARD CASH THROUGH THE MAIL OR BY ANY OTHER SERVICE.

3.
Assist in the preparation of a unit Operations Budget Plan in conjunction with the Executive Committee, 

4.
Report on the Operating Funds and the Custodian Funds of the unit as may be requested or required and to keep current and maintain the financial records,

5.
Assess the assets of the unit and report on the location, condition and value.

V. UNIT FINANCES
A. APPROPRIATIONS

The Society uses a three-year cycle for financial planning.  The process has the respective committees doing detail planning for the next fiscal year using the data from past years and the current fiscal year.  The committees also project for the second and third year forward.  From this process evolves a unit’s appropriation. The operating year is July 1 through June 30.

1. Regional Allocation Committee (nRAC)

The Resource Allocation Committee of the Council on Member Affairs has the responsibility of determining the budget distribution for the Council, considering the programmatic needs and financial ability of both the Council on Member Affairs and the Society as a whole.  The nRAC reviews the Society’s and CMA’s respective incomes, expenses and assets, considers ongoing and new programs, reviews the operational support of the Field Office, including equipment, location and staffing, and resolves the issues resulting in programmatic, dues and distribution proposals.  The Committee prepares dues, appropriations and other recommendations for approval by the CMA.  

2. Council on Member Affairs (CMA)

The CMA receives the recommendations of nRAC, listens to the specifics considered, revises or proposes alternates, and votes on the recommendations presented to the Council. The approved recommendations proceed forward to the Committee on Finance and Investment (COFI) and onto the Board of Governors (BOG).  

Following adjustments and approval of the Society budget by the BOG, the funds are authorized for the coming fiscal year.

3. Section Appropriations

Each section’s appropriation is normally determined by a formula developed by the Resource Allocation Committee based upon the paid-up unit membership as of July 1. The appropriation level (0%, 50%, 100%) is determined by the level of unit performance, and is reimsbursed from the General Fund of the Society to defray the cost of unit activities and programs.  The appropriation is usually received in a single lump sum.  Such appropriation is to be used to achieve the goals of the Society to the maximum benefit of the members and the unit.  Support for an activity, which normally receives monetary support from the Society, such as student section operations, technical division activities, etc., is not recommended.  Funding of social events or services that accrue to the advantage of only a few individuals is discouraged. 

The appropriation is awarded based on the combination of required reporting and the measurement of unit performance information.  The measurement of unit performance is based on the number of general meetings each unit holds during the program year. 

A general meeting is defined as an activity or program that provides value to the local membership. Examples of unit activities that meet these criteria are: tours, professional development courses, seminars, conferences, shows, expositions, social and outreach meetings.  Executive committee meetings are not considered general meetings.

The appropriations will be paid on the general membership level as of July 1 and the performance level of the unit.  The appropriations payment formula is as follows:

0–1 General Meetings = No Appropriation

2–3 General Meetings = 50% of Calculated Appropriation

4 + General Meetings =100% of Calculated Appropriation

4. Subsection, Group, and Technical Chapter Appropriations

The appropriation for each subsection, group or technical chapter will receive a fixed appropriation, based on a minimum activity level of 2 general meetings per year. The formulary appropriation for the members of a subsection or group is provided to the parent unit.  Where the parent is the CMA, the formulary appropriation is included with the lump sum appropriation.

5. Region Appropriation

A regional unit does not receive an appropriation as such.  The Regional Vice President is allocated a budget to carry out the Vice President’s duties and the administration of the Region.  Regional Secretaries should use this manual as a guide and instruction for regional accounts.

A. OPERATIONS BUDGET PLAN

An Operations Budget Plan, referred to herein as a “plan”, is required of each unit for the coming year.  The plan for a subsection section or group may be forwarded directly to Headquarters, with a copy to the parent unit.  The plan for a technical chapter shall be forwarded with the parent unit’s plan.  The purpose of the plan is to allocate the estimated income from fund raising activities, investments, and the Society appropriation to the planned activities of the members of the unit.  The plan helps to ensure that expected expenses do not exceed the unit’s resources.  The plan also provides line item thresholds for comparison of revenue and expenses throughout the year; shows potential overruns, and allows for reallocations or adjustment of expected expenses.

1.
Plan Development

The Finance Committee develops the plan for the coming operating year July 1 through June 30 in support of the Executive Committee’s proposed activities.  The plan should have estimates for the appropriation, the locally generated funds and the summary totals.  The summary total forms the plan for submittal.  The Treasurer provides oversight during the plan development process providing advice and comment with regard to the Society Policies.  The Treasurer may be the scribe for drafting the plan.

The plan contains two sections, Revenue and Expenditures.

a.
Revenue Estimate

Revenue is normally from the Society appropriation and from activities that generate income. Membership changes will affect the amount of the Society appropriation that the section will receive.  Note that the "Membership Activity Report" that is periodically sent to section Membership Development Chairs showing total section current membership includes dues delinquents (DD) which are dropped from section membership on July 1.  Since the section appropriation is based on paid membership as of July 1, it is easy to anticipate a larger section appropriation by including DD's than will be the case.  Be sure to subtract out the DD’s from the total section membership when calculating the expected appropriation.  Also when estimating revenue, take into consideration any existing and new programs that will or may generate local funds, such as industry contributions, professional development courses, seminars, conferences, etc.  Revenue has the following categories as a minimum:

1) Allocation

2) Interest

3) Professional Development

4) Programs/Events

5) Advertising

6) Other

b.
Expenditure Estimate

In the same manner as estimating income, the Finance Committee should estimate expenditures.  Cost increases due to inflation and cost saving due to Internet delivery of notices, etc. should be factored into the expenditure estimates.  Expenditures have the following categories as a minimum:

1) Telephone

2) Postage for all mailings, shipping and correspondence

3) Stationery and supplies including software and floppies

4) Program/meeting 

5) Printed matter/reproduction

6) Misc.

a)
Payments to local engineering organizations

b)
Other

Services rendered by engineering organizations such as clerical, mailings, postage, etc. should be included in the related category.

Categories should be subdivided as requested on the form.

2.
Plan Approval

The plan, once drafted, is presented to the Executive Committee for approval.  The Executive Committee should review the plan, make adjustments as necessary, and approve the plan.  

3.
Plan Submittal

When approved and signed by the unit chair and the Treasurer, the Treasurer proceeds to forward the Operations Budget Plan to Regional Support at Headquarters.  The Operations Budget Plan for the year just beginning, the Annual Financial Report and the Unit Summary Report for the year just ended may be forwarded together.

4.
Plan Form Completion

The current plan form may be obtained from the asme.org Local Leadership Toolbox page at http://www.asme.org/leadershiptoolbox/.  The plan form may also be obtained from any Field Office.  The plan form is dated for the period of applicability.

The details for completing the plan form are provided with the form.  The form is available throughout the year.  The Regional Operations Committee of the Council on Member Affairs reviews the form each year for current requirements and future needs of the annual review of operations.  The plan form for the coming year is usually available following the CMA Spring meeting.  It is recommended that members becoming Treasurers obtain the form and maintain a copy in the records maintained by the Treasurer.

If the data is submitted electronically (preferred), the original should be retained in the records.  In any case, a copy should be retained in the records maintained by the Treasurer 

5.
Operations Budget Plan Distribution

Regional Support distributes the plan to the Regional Vice President and the Field Office upon receiving each plan.

B. ANNUAL FINANCIAL REPORT

An Annual Financial Report is required of each unit and is submitted annually as soon as possible after the close of each operating year, July 1 through June 30.  The plan for a subsection or group may be submitted directly to Headquarters, with a copy to the parent unit.  The Annual Financial Report of a technical chapter shall be forwarded with the parent report.  The parent unit is responsible to insure that the financial activities of any subsection, group, or technical chapter affiliated with the unit are accounted for in the unit’s financial statement submission.  The Regional Vice President requires the report to be submitted by September 1 of each year to permit discussion at the fall seminars.

6. Requirement

An Annual Financial Report is an U.S. Internal Revenue Service (IRS) requirement and must always be submitted.  The information from each report is included in the Annual Federal Tax Form 990, "Return of Organization Exempt from Income Tax."  Headquarters files this form on behalf of the units.  Additional information is provided under taxes later in the manual.

7. Report Preparation

The Treasurer drafts the report from the records, and the information from the account(s).  If adequate accounting procedures have been employed, reference to the receipts of revenue and invoices may not be required for the preparation.

8. Report Audit

The draft report is audited by the Audit Committee usually consisting of a past unit chair and at least two members of the Society who are not members of the Executive Committee.  The duties of the Audit Committee are presented in a following section.

9. Report Approval

The audited report and the audit findings if any are presented to the Executive Committee for review and approval.  The Executive Committee should review the report, assure the audit findings have been corrected as necessary, and approve the report.

10. Report Submittal

Upon approval by the Executive Committee and signature by the unit chair and the Treasurer, the Treasurer forwards the Annual Financial Report to Regional Support at Headquarters.  The Annual Financial Report for the year ended, the Operations Budget Plan for the year just beginning, and the Unit Summary Report may be forwarded together.

A Subsection or Group may forward the Annual Financial Report to the parent unit for integration with the Section's report.  In either case, the Section must indicate on their Annual Financial Report whether the Subsection or Group formulary allocation is to be forwarded in the Section allocation or be disbursed directly to the Subsection or Group.

11. Annual Financial Report Form Completion

The current report form may be obtained from the Regional Support page at http://www.asme.org/leadershiptoolbox.

 The report form may also be obtained from any Regional Office. The report form is dated for the period of applicability.

The details for completing the report form are provided with the form.  The form is available through out the year.

The Regional Operations Committee of the Council on Member Affairs reviews the form each year for current requirements and future needs of the annual review of operations.  The report form for the coming year is usually available following the CMA Spring meeting.  It is recommended members becoming Treasurers obtain the form and maintain a copy in the records maintained by the Treasurer.

If the data is submitted electronically (preferred), the original should be retained in the records.  In any case, a copy should be retained in the records maintained by the Treasurer.

12. Annual Financial Report Distribution

Regional Support distributes the Report to the Regional Vice President and the Field Office upon receiving the report.

C. BUSINESS REPORTS

The Treasurer prepares Business Reports for the Executive Committee and the leadership when requested.  The Treasurer is also encouraged to maintain a monthly balance sheet for the orderly function of the position. 
13. Monthly Balance Report

Monthly Balance Reports are highly recommended.  A report for each account should record the revenue and expenditure transactions and have the documentation for each transaction affixed.  The report should be suitable for the annual audit.  The Monthly Balance Report includes:

a. Account balance at the beginning of period

b. Revenue from any source.

c. Expenditure(s) of any funds

d. Account balance at the end of period

e. Notes and comments of the occurred events

A financial management program consisting of a shoebox and substantial amounts of procrastination usually results in the leadership being dissatisfied and the Treasurer with others expending large amounts of time trying to reconstruct the year’s worth of activity: an unfortunate situation.

14. Executive Report

An Executive Report should be presented at each meeting of the Executive Committee, and as requested by the unit’s chair for proper conduct of the unit.  The Executive Report should include for each account:

a. Account balance at the beginning of period

b. Revenue from any source.

c. Expenditure(s) of any funds

d. Account balance at the end of period

e. Notes and comments of the occurred events

The reports of each account should be followed by a summary report of all accounts.  The summary report should include:

f. Summary of account balances at the beginning of period,

g. Summary of Revenue during period,

h. Summary of Expenditures during period,

i. Summary of account balances at the end of period,

j. Comparison of the “actuals to plan”,

k. Notification of anticipated income, expenditures, liabilities or major changes in the assets of the unit, Analysis and recommendations for continued success

VI. ACCOUNTING PROCEDURES

Each unit must have a Register.  For purposes herein, each financial transaction of a unit will be recorded in a “register.”  The register is exactly similar to a personnel checkbook register.  Many units have developed electronic registers or employ commercial electronic accounting products.  The register should provide fields for denoting the date, the transaction type (check number, electronic fund transfer, deposit, service charge etc.), payee for expenditures, a category (for things such as telephone, postage, etc.), and usually a memo or remarks field.  The register has been known in the past as “The Books”, “Cash Balance Book” “Cash Disbursements Book”, “Checkbook” “Cash Receipts Book”, “Cash Book”, “Passbook Savings” and many more depending on the method and product used for accounting purposes.

The following guidance is written to take advantage of the many inexpensive commercial accounting software products.  For those of us remaining in the manual method, please refer to Appendix I.

As the unit has a designated unit/ASME account with a financial institution so as not to mix unit funds with personal funds, the Treasurer, if using an electronic accounting system, should establish a separate data file as the unit’s register.  A data file contains one or more accounts that share categories.  This will keep unit data separate from personal data.  When closing the data file, a “Backup” onto a floppy disc should be accomplished each time.

A.
REVENUE (Income)

A unit receives income from two or more differing sources that must be accounted for separately.  The funds from the two separate sources may be in a single checking and savings account for ease of cash transfers.  The sources are:

15. Society Appropriation 

The unit’s Society appropriation is disbursed from the General Fund of the Society and must be accounted for separately from revenue derived from local activities.  

The appropriation is restricted in its use and should only be used for the general programs of the unit including meeting expenses, mailings, speakers, etc.; and for the maximum benefit of the members and the unit.  Support for activities that normally receive monetary support from the Society, such as student section operations, technical division activities, etc., is not recommended.  Funding of social events or services that accrue to the advantage of only a few individuals is discouraged. 

16. Unit Generated Income.

Income generated from sources other than the appropriation including dinner and program receipts, meal payments, investments, contributions, income from conferences, seminars, short courses, social activities; newsletter advertising; interest, etc. and other fund raising activities are in the account(s).  These funds may be used to pay meeting expenses and other approved activities of the unit that have been authorized by the Executive Committee.  Unit generated income is not restricted as the appropriation, except that the funds should be utilized in keeping with ASME International goals, policies, etc.

B. EXPENDITURES

The Treasurer is responsible for the proper disbursing of the unit's funds and recording the expenditures. All expenditures must be entered in the unit’s register.  Payment by check is preferred.

The Treasurer must make certain that all payments have been properly authorized with authorization signature(s) where necessary.  Each disbursement should be made by check to have an independent record of the payment.  All expenditures should be made for the purposes of the Society.

VII. RECORDS

The Treasurer function can be easy or may turn into a nightmare.  It is important that each transaction be recorded in the register only as and when funds are actually received or disbursed.

A. Unit Register

The register simplifies reporting "from whom" and "for what" a transaction has occurred.  The register fields for date, transaction type, payee, category, and memo or remarks permit easy generation of the necessary reports.  The categories can be specified to record the special recurring activities of the unit.

If a receipt is for two or more income items, the total of the receipt is deposited and recorded in the deposit field.  The breakdown of the income item is entered in the split field with the respective category and amount entered in the respective fields.  If a number of payments are received for the same activity, such as meals, a lump sum may be recorded in the meals category.  A separate memorandum record should be kept and attached to the monthly report as to who made payments.  At the end of each month, the register is reconciled with the financial statements received.  

1. Revenue Receipts

The Treasurer is the recipient of all funds received by the unit.  Each receipt of revenue must be promptly deposited in the local designated unit/ASME account and recorded in the unit’s register.

The alternate procedure is to forward the revenue by a cashiers check, money order, or similar wire or electronic transfer to the ASME Controller for deposit in an account established for the unit at Headquarters.  DO NOT FORWARD MONIES THROUGH THE MAIL OR BY ANY OTHER SERVICE.

2. Expenditure Record

Similar to the revenue record, an expenditure is recorded for each payment.  If a payment is to apply to more than one expense category, the full amount of the disbursement is entered in the amount paid column and the breakdown of the amount is recorded in the split window.

3. Monthly Balance Report

At the end of each month, the Treasurer generates the Monthly Balance Report for each account and a summary report.

4. Verification of Account Statement(s)

Upon receiving an account statement, immediately reconcile the statement with the respective register.

a. Compare the deposits as listed by the deposits indicated in the register as having been made.  If a deposit is listed in the register and the statement does not indicate the deposit as recorded, subtract the deposit from the checkbook balance.  To the register, add any credits such as interest, investment returns, electronic fund transfers, etc.
b. Continuing from the deposits, compare the expenditures the statement indicates paid to the expenditures listed in the register as being issued.  If a check is listed in the register and the statement has not indicated it is paid, add this outstanding check to the checkbook balance.  Record in the register and subtract any special charges such as issuance of new checks, service charges, safe deposit box, etc.

5. Records Retention 

The unit Annual Financial Report is filed with ASME’s tax returns and is retained at the New Jersey Service Center in accordance with IRS guidelines.

The unit for a minimum of four years should keep unit financial records after the fiscal year ends.  The operating year is July 1 through June 30.  The records include canceled checks, account reconciliation, proofs of cash, void checks, check stubs or carbons, correspondence, purchase records (vendor invoices), monthly balance reports, executive reports, and the Annual Financial Reports.

VIII. EXCESS FUNDS

From time to time, a unit may accumulate excess funds over and beyond the normal needs for operations.  This may come about by conducting successful seminars, short courses, and conferences; receiving contributions to a scholarship fund, memorial fund, or benefit; accumulation of annual savings of locally generated funds, or other similar type of activity or project.  Naturally, it is important that all revenues and expenditures be recorded in the register and included in the applicable reports.

To give some flexibility to the unit in administrating the excess funds from the accumulation of revenue, which differs from the Society’s appropriation to the unit, the Board of Governors has adopted Society Policy P-2.1, “Custodian and Operating Funds, Technical Divisions, Research Committees, Sections and Other Society Activities".  This Policy is continuously under review and the latest version should be referred to on the asme.org at http://www.asme.org/asme/policies/policy.html when needed.

IX. CUSTODIAN FUND

For a unit whose receipts or expenditures from other than the appropriation totals $15,000 or more in a fiscal year, July 1 to June 30, an Operating Fund shall be established at a level based upon the size of the total budget approved by the Executive Committee.  All excess money over the approved Operating Fund balance is to be deposited in a Custodian Fund account and recorded in the books of the Society.

The Custodian Fund is invested in short-term securities, bonds or common stock.  The unit will receive income based upon the balance in the fund.  A monthly statement is sent to the Treasurer whenever there is activity in the Custodian Fund account during the month.

A. DEPOSITS

All money in excess of the approved balance is deposited with the Society and recorded in the Custodian Fund account ledger.  A unit local account check or an electronic fund transfer should transfer the funds.  DO NOT FORWARD MONIES THROUGH THE MAIL OR BY ANY OTHER SERVICE.

B. WITHDRAWALS

The Operating Fund is to be operated in a manner similar to an impress or petty cash fund.  The Operating Fund is to be reimbursed up to the approved level from the Custodian Fund account upon submission of authorized paid invoices.  All receipts are to be deposited in the Custodian account in the books of the Society.

C. ALTERNATE PROCEDURE TO THE CUSTODIAN FUND

The Custodian Fund process above may seem complicated.  Units are encouraged to try the procedure before going to the alternative procedure described below.

The Executive Committee may prefer to keep all revenue in the unit’s local account including when the revenue or expenditures exceed the $15,000 threshold.  If an Executive Committee chooses to administer the local account in this manner, an annual financial statement prepared by a Certified Public Accountant (CPA) in a format acceptable to the Society’s auditors shall be submitted.  The statement must be submitted not later than September 30 for the administrative year ended June 30.  The certified statement must be included in the Society fiscal year statements.

For Information on the Custodian Fund, contact

Controller

ASME Service Center

22 Law Drive, MS-NA1

P.O. Box 2900

Fairfield, NJ 07007-2900

Tel:
973-244-2256

Fax:
973-882-4924

farrellyr@asme.org
X. CAPITAL EXPENDITURES

When an activity of a unit involves a total annual expenditure of $100,000 or more, the unit must prepare an itemized budget and submit it to the Committee on Finance and Investment (COFI), for recommendation to the Board of Governors during the next year for approval prior to any commitments for the subsequent year.
For Information on Capital Expenditures, contact:

Controller

ASME Service Center

22 Law Drive, MS-NA1

P.O. Box 2900

Fairfield, NJ 07007-2900

Tel:
973-244-2256

Fax:
973-882-4924

farrellyr@asme.org
XI. AUDIT

A. PURPOSE

The purpose of an audit is to examine the records of the unit’s financial activities and to verify that the revenue and disbursements were properly recorded and correctly reflected in the financial reports and statements.  The filing of an audit by an independent examination of the financial reports that are filed protects the Treasurer.

B. AUDIT COMMITTEE

The Audit Committee usually consists of a past chair and two or more Society members who are not members of the Executive Committee.  The Committee will conduct at least one audit to support and validate the Annual Financial Report.  This Audit Committee, the Finance Committee and the Treasurer should coordinate the availability of the records and the audit completion to be done soon after June 30.  The audit and correction of any findings must be completed so the Treasurer can meet the submittal date for the Annual Financial Report.  To ease the audit workload and process time at the end of the fiscal year, a mid-year audit is suggested.

C. RECORDS FOR AUDIT

The Treasurer makes the records of the unit’s financial account(s)available including check stubs and or carbons, deposit records, account statements from the financial institution(s), monthly reports, unpaid invoices, and any other communication with regard to the financial assets of the unit.  The availability is not construed to mean pass via the shoebox accounting system.  The records must include all revenue, that is the Society appropriation and all locally generated income, and all expenditures, that is from the Society appropriation and from the locally generated funds and savings, for the reporting period.

The records should be orderly and presented in a logical way.  The Audit Committee normally does a full and detailed audit by verifying every transaction.  An alternate method where the file activity is great is for the Committee to select at random a few months and do the detailed examination for only those months.  Sufficient information should be audited to assure proper accounting procedures and the summations of accounts, categories and totals are accurate.

D. THE AUDIT

The Audit compares every check drawn to the invoice paid, verifies each deposit, compares the unit register of transactions with the checks, deposits and account statements of the financial institution.  The Committee should examine and determine the prompt deposit of revenue received and that each paid invoice was for the Executive Committees approved activities.  

After the Audit Committee has satisfied itself as to the completeness and accuracy of the Annual Financial Report, the members of the committee should sign the report.

XII. TAXES

All tax returns and communications from local and state taxing authorities should be immediately forwarded to the ASME Controller at the New Jersey Service Center.  The Controller and the Accounting Department are responsible for all tax reporting.  The units are integral parts of ASME and therefore all tax information is incorporated in the Society's reports to taxing authorities.  All queries from the IRS received by a unit are to be forwarded to the Controller for action and reply.  Sections are not to reply directly to the IRS.

ASME is a "Non-Profit, Educational, Scientific and Charitable" organization under the Internal Revenue Code section 501(c)(3) (see Appendix II).  The Society is exempt from income tax except for "Unrelated Business Income."  The Society is required to file certain federal and state tax returns even though ASME International is exempt from taxes.

The Society's Federal Identification Number is 13-1623899.  Each section has its own unique Federal Identification Number. To learn the Federal Identification Number of your section, contact the ASME Controller.  Subsections, Groups and Technical Chapters assume the Federal Identification Number of the parent unit.

In some states, purchases on behalf of the Society, are exempt from state sales tax.  Application has been made to those states that grant exemption for sale and use tax to scientific and educational organizations.  If you believe the Society is exempt in your state or city, inform the ASME Controller and an exemption will be filed.  See Appendix III for state listing of sales tax status.

For Information on Taxes, contact:

Controller

ASME Service Center

22 Law Drive, MS-NA1

P.O. Box 2900

Fairfield, NJ 07007-2900

Tel:
973-244-2256

Fax:
973-882-5155

farrellyr@asme.org
XIII. POSTAGE RATE PREFERENCE

A special postage rate is available when mailing in bulk.  The application form for this special rate is filed with the unit's local postmaster.  Be sure that you file the application as "The American Society of Mechanical Engineers - Name of Unit."  If you list the section name first, your request may be denied.  A unit is not entitled to a special rate since it is not classified as a 501(c)(3) organization, but ASME is.

The Postmaster will also require a copy of the letter that ASME has received from the Internal Revenue Service stating it is tax exempt under IRS section 501(c)(3), Appendix II.  Make a copy from this manual.  You will also likely be asked for a copy of the ASME Constitution and or By-Laws.  
These can be obtained on-line from asme.org at http://www.asme.org/asme/constitution/cn_toc.html; or ordered from Information Central 1-800-THE-ASME infocentral@asme.org.

XIV. SIGNING OF CONTRACTS

The only individuals authorized to sign legal documents, including contracts, agreements, orders, etc. in the name of ASME are the Executive Director and the Assistant Treasurer.   A contract is any document that binds ASME to a financial or legal obligation.

The primary purpose of having the Executive Director or Assistant Treasurer sign is to protect you and the Society, to the extent possible, from unnecessary legal and financial liabilities.  Your primary role in the transaction is to work with the Field Office to negotiate the contract, requesting help or receiving advice from the Executive Director or Assistant Treasurer, as necessary.

Note that even though a contract may be for only a small dollar amount, the legal liability could, under some circumstances, become significant; therefore, proper review of all contracts is crucial.

Specific functions in which the units are most likely to be involved are conferences and seminars.  All proposed contracts for service should be forwarded to the Assistant Treasurer for review and signature.  Room rental contracts should include such additional information as the cancellation clause, mutual indemnification, force majeure, guarantee conditions, and handicap accessibility provisions.  The Assistant Treasurer’s office can provide the standard ASME addendum, which includes those clauses that will protect ASME’s best interest.  The time required for forwarding and return is estimated to be two weeks.

A unit may negotiate in their own name ("ASME, XYZ Section") the following:  commercial bus and airline transportation, catering, meeting location, meals and copying services.  Transportation companies must furnish certificates of insurance with minimum limits of one million dollars for general liability, one million dollars of auto liability and a five million dollars umbrella liability.  A second condition is that the unit must have sufficient money in the unit account to cover all contract commitments.  If the above conditions cannot be met, the contract should be forwarded to the Assistant Treasurer for those issues to be addressed.

In some cases, vendors may be unwilling to agree to terms required to provide proper risk management to ASME.  Therefore, it is important that you submit contracts for review while leaving enough time to negotiate terms and, if necessary, search for and contract with an alternative vendor.

In most cases, contracts are reviewed, signed and returned within 24 hours; however, in some cases, further negotiations of terms are required.

For more contract information, including a list of minimum contract requirements, visit the Regional Support web site at  http://www.asme.org/leadershiptoolbox/Contract.htm
If additional guidance or assistance on any legal matter is needed, call the ASME Assistant Treasurer.

For Signing of Contracts and Legal Advice

Assistant Treasurer & Associate Executive Director

Finance and Administration

ASME 

Three Park Avenue, MS-23N5

New York NY 10016-5990

Telephone:  212-591-7153

Fax:  212-591-7739

XV. INSURANCE

ASME provides a broad spectrum of insurance coverage to protect both the Society and its members. Unit officers and members acting on behalf of the Society and or units are additionally insured under this coverage.  The following is a brief summary of the current policies and should be used as a tool to verify terms and limits.

A.
COMPREHENSIVE GENERAL LIABILITY
Coverage under this policy is referred to when you are requested to provide proof of insurance. Coverage includes activities within the United States, its territories or possessions, Puerto Rico, and Canada.  The current coverage amount may be obtained from the Controller.
Comprehensive general liability insures against action brought by another person in connection with bodily injury, property damage, personal injury and product liability due to the negligence of the insured. Please note, this pertains to third party liability; therefore, if an ASME member is participating in an event and falls and injures himself or herself and a bystander, coverage would be provided for the bystander under this policy, not the ASME Member.

B.
AUTOMOBILE

Questions frequently arise regarding coverage while traveling on Society business.  For members who drive with their personal car or a rental car, rented in ASME name on Society business, ASME’s insurance would respond as primary coverage for the Society's liability only. When renting a car on ASME business, be sure to sign the contract as “Name – The American Society of Mechanical Engineers” (e.g., Jane Smith – The American Society of Mechanical Engineers).  All drivers are responsible for providing their own personal insurance for their own personal liability, which may be incurred on ASME.  The Society's coverage would provide liability for anyone injured in another vehicle if negligence on our part is determined. When driving a personal car, ASME’s insurance is not in effect.  The vehicle and driver’s personal insurance is considered to be reimbursed within the mileage allowance.

C.
OTHER LIABILITY

The ASME umbrella liability policy provides coverage for excess bodily injury and property damage liability.  The association professional liability policy provides errors and omissions coverage for any member acting in the scope of his or her duties or at the direction of any officer or the Board of Governors.  The Foreign commercial package policy provides comprehensive general liability and property damage coverage for foreign activities.  The current coverage amounts can be obtained from the Controller.
D.
PROOF OF INSURANCE

The most frequently asked question is: "How do I obtain proof of insurance and what is the cost?"

Most ASME activities are automatically covered and there is no additional charge.  Occasionally, there is a charge for a rider when athletic activity is undertaken, such as a human powered vehicle competition.

Very often, if an event is being held at a mall, hotel or on a university campus, you will be requested to provide proof of insurance.  Sometimes the certificate holder will also request inclusion as an additional insured under the Society's coverage for that particular event.

To obtain a Certificate of Insurance, 30 days or more prior to an event, either call or write to the ASME Controller at the NJ Service Center.  You will be requested to provide the following information: name, date, and location of the event, and brief description of the activity, the name and address of the certificate holder (person/firm requesting the proof of insurance).  The original Certificate will be mailed directly to the certificate holder.  A copy may be requested from the Controller.

Anyone having any questions pertaining to the Society's liability coverage should contact the Controller. 

For Information on Insurance, contact 

Controller 

ASME Service Center

22 Law Drive, MS-NA1

P.O. Box 2900

Fairfield, NJ 07007-2900

Tel:
973-244-2256

Fax:
973-882-5155

farrellyr@asme.org
XVI. CHARITABLE CONTRIBUTIONS – UNREIMBURSED TRAVEL EXPENSES

Member travel costs incurred to carry out their applicable Society functions that are not reimbursed by the Society, may be deductible on their personal federal income tax return as a charitable contribution.

Lodging and meals are only deductible for away-from-home trips, and then only 80% of the cost of meals can be claimed.  This percentage may change as the IRS rules change from year-to-year.

Personal automobile use is currently deductible, and the rate varies from year to year.  Tolls and parking are also deductible.

For specific details, please contact your personal tax advisor.

APPENDIX I.
ACCOUNTING PROCEDURES (Manual)

For those without the use of commercial products for accounting, the previous or manual of keeping the books is presented here.

A.
Cash Basis of Reporting

In order to make your job as easy as possible, you should record cash receipts and disbursements only as you actually receive funds or pay them out.

B.
Verify Your Monthly Statement

Upon receiving a Monthly Statement from your financial institution, you should immediately reconcile it with your checkbook balance.  This involves comparing the deposits as listed on the statement to the deposits you indicated in your records as having been made.

The next step is to compare the checks the financial institution paid to the checks you listed in your records as being issued.  If you have listed a check in your disbursement record and the statement has not indicated it as paid, you will have to add this "outstanding check" to the checkbook balance.  Look for any special charges such as issuance of new checks, service charges, safe deposit box, interest, etc.

Example of Reconciliation Format

	Book Balance (Beginning of Month)
	$   500.00

	Receipts (Current Month)
	$1,250.00

	Total
	$1,750.00

	Check Disbursements (Current Month)
	$1,120.00

	Book Balance  (End of Month)
	$   630.00

	Add:  Outstanding Checks
	

	#101
	$     50.00

	#107
	$     75.00

	Total
	$   755.00

	Less:  Deposit in Transit
	$   200.00

	Bank Balance
	$   555.00


C.
Cash Receipts
The Treasurer is the recipient of all funds received by the unit.  All of these receipts must be recorded in the unit’s Cash Receipts Book.  You should deposit these receipts as promptly as possible in the designated financial account or forward the sums to Headquarters.  NEVER SEND CASH THROUGH THE MAIL OR BY ANY OTHER SERVICE.

Cash Receipts Record

Prior to making a deposit or forwarding the funds to Headquarters, all receipts must be entered in the Cash Receipts Book making a chronological record of all items of cash received.  The word "Cash" has a broad meaning referring to the usual tender to pay for goods and services such as checks, travelers checks, coins, bills and electronic transfers.

In order to simplify reporting "from whom" and "for what" payment received, the Cash Receipts Book is in columnar form.  The columnar headings can be changed to record the special recurring activities of the section.

Illustration of Regular Headings:

	Columns:

	Date
	Date cash was received

	Received From
	Who made payment

	Cash Received
	The total amount received

	Deposit 
	The total amount deposited 


	Analysis of Receipts:

	
	

	Appropriation
	Formula Funds received 

	Meal Payments
	Amounts received from local members and guests

	Seminars
	Income received from registrants

	Contributions
	Amounts received as contributions

	Newsletter
	Income received from advertising

	Refreshments
	Income received from sale of beverages

	General
	Two columns one indicating type of receipt, the other the amount.


Typical Cash Receipts Sheet

	Date
	Received
	Cash
	Deposit
	Approp.
	Meals
	Seminars
	Contribution
	News Letter
	Refreshmts
	General

	Month
	Day
	
	
	
	
	
	
	
	
	
	Explanat’n
	Amount

	July
	1
	Jones
	100
	
	
	
	
	100
	
	
	
	

	July
	1
	Smith
	35
	135
	
	25
	
	
	
	10
	
	

	July
	4
	Brown
	100
	100
	
	
	75
	25
	
	
	
	

	July
	28
	ASME
	3000
	3000
	3000
	
	
	
	
	
	
	

	July
	
	Total
	3235
	3235
	3000
	25
	75
	125
	
	10
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	August
	1
	Whit
	45
	
	
	
	
	
	45
	
	
	

	(continued)


If activity warrants, you may start each month with a new page.

If a receipt is for two or more income items, the total of the receipt is entered in the "Cash Received" column and the breakdown of the income items is entered in the respective income columns.  For example, if $35.00 is received for meals and a contribution ($25.00 for meals and $10.00 for a contribution), the $35.00 is entered in Cash Received; $25.00 is entered under Meals and $10.00 under Contributions.  If a number of payments are received for the same activity, such as meals, a lump sum may be recorded in Cash Received and under meals.  A separate memorandum record should be kept as to who made payments.  At the end of each month, the Cash Receipts Book is totaled.  The Income columns total should agree with the total in the Cash Received columns.

D.
Cash Disbursements
The Treasurer is responsible for the proper disbursing of the unit's funds and properly recording the expenditure.  These disbursements are made from Other Receipts and from the Formula Funds received from ASME.  The Treasurer must make certain that all payments have been properly authorized with the necessary authorization signature(s).  In accordance with Society Policy P-2.1, all expenditures must be made for purposes of the Society.  All payments should be made by check so that you will have an independent record of payments.

Cash Disbursement Records:

Similar to the Cash Receipts Book, the Cash Disbursement Record keeps in chronological order all payments made.  The columnar headings can be changed to record the specific recurring activities.

Illustration of Regular Headings
	Date 
	Date of Check

	Paid to
	Person to whom the check was made payable

	Check Number
	

	Description
	Listing the items for which payment is made

	Amount Paid by Check
	Total amount of check payment (This is the preferred method of payment)

	Amount Paid by Cash
	Total amount of currency payment


Expense Columns
	Meeting Notices
	Cost of Printing Notices

	Room Rental 
	Cost of Meeting Room

	Postage
	Mailing cost

	Telephone
	Cost of all telephone charges

	Travel
	Expenses paid for authorized travel by unit personnel

	Speakers Fees
	Fee & Expense to speakers

	Clerical
	Includes secretarial costs

	Meals
	Cost of meals

	Students
	Related student costs (such as meal subsidies, transportation, parking, etc.)

	General
	Expenses for which there is no separate category.


Typical Cash Disbursements Sheet

	Date
	Check #
	Paid to
	Amount
	Meeting Notices
	Room Rental
	Post.
	Tel.
	Travel
	Speaker Fee
	General

	Mo
	Day
	
	
	
	
	
	
	
	
	
	Explanation
	Amount

	Jul
	2
	150.
	I.C.R.
	25
	
	25
	
	
	
	
	
	

	Jul
	4
	151
	A.Press
	150
	150
	
	
	
	
	
	
	

	Jul
	28
	152
	RU Good
	45
	
	
	45
	
	
	
	
	

	July
	
	Total
	
	220
	150
	25
	45
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Aug
	1
	153
	J.Teach
	50
	
	
	
	
	
	50
	
	

	(continued)


If currency is used, the check number should be left blank.  If activity warrants, you may start each month with a new page.

If payment is to apply to more than one expense category, the full amount of the disbursement is entered in the Amount Paid column and the breakdown of the amount is extended to the appropriate expense columns.

When the Cash Disbursement Book is totaled, the expense columns total should agree with the total of the Check Paid and Cash Paid columns.

E. Income and Expense Summary Report

At the end of each month, the Treasurer enters on the Income and Expense Summary Report the total cash received and the cash disbursed for the month.  The Treasurer should arrive at a balance for all the various funds at the end of each month.

Typical Income and Expense Summary Report Sheet

	Date
	Receipts
	Disbursements
	Balances

	
	
	By Cash
	By Check
	Checking Acct
	Savings Acct
	Petty Cash
	Bal Total

	June 30
	
	
	
	1976.25
	500
	25
	2501.25

	Jul 30
	3235
	
	220
	4991.25
	500
	25
	5516.25

	Aug 30
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


APPENDIX II.
IRS TAX EXEMPTION LETTER

[image: image1.png]Internal Revenue Service

Department of the Treasury

District

Director P.0. Box 1680, GPO Brooklyn, N.Y. 11202
> Date:

American Society Of Mechanical Employer Identification Number:

Engineers 13-1623899

345 East 47th Street Person to Contact:

New York, NY 10017 M. Hemingway

Contact Telephone Number:
(718) 780-4051

Dear Applicant:

* We have considered your application for a group exemption letter
recognizing your subordinates as exempt from Federal income tax as
organizations of the type described in section 501(c)(3) of the Internal
Revenue Code.

Our records show that you were recognized as exempt from Federal
income tax under section 501(c)(3) of the Code. The exemption letter
remains in effect.

Based on the information supplied, we recognize your named
subordinates on the list you submitted as exempt from Federal income tax
under section 501(c)(3) of the Code.

Additionally, we have classified the organizations you operate,
supervise or control and which are covered by your notification to us, as
organizations that are not private foundations because they are
organizations of the type described in section 509(a)(2) of the Code.

Donors may deduct contributions to you and your subordinates as
provided in section 170 of the Code. Bequests, legacies, devises,
transfers, or gifts to you or for your use are deductible for Federal
estate and gift tax purposes if they meet the applicable provisions of
sections 2055, 2106, and 2522 of the Code.

You and your exempt subordinates, whose gross receipts each year are
normally more than $25,000, are each required to file Form 990, Return of
Organization Exempt from Income Tax, by the 15th day of the fifth month
after the end of the annual accounting period. If you prefer, you may file
a group return for those subordinates that authorize you in writing to
include them in that return. This would be in addition to your separate
return. The law imposes a penalty of $10 a day, up to a maximum of $5,000,
when a return is filed late, unless there is reasonable cause for the
delay.
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You and your exempt subordinates are not required to file Federal
income tax returns unless subject to the tax on unrelated business income
under section 511 of the Code. Each organization subject to this tax must
file Form 990-T, Exempt Organization Business Income Tax Return. In this
letter we are not determining whether any of you or your subordinates
present or proposed activities are unrelated trade or business as defined
in section 513 of the Code.

As of January 1, 1984, you are liable for taxes under the Federal
Insurance Contributions Act (social security taxes) on remuneration of $100
or more to each of your employees during a calendar year. You are not
liable for the tax imposed under the Federal Unemployment Tax Act (FUTA).

Each year, at least 90 days before the end of your annual accounting
period, please send the items listed below to the Internal Revenue Service
Center at the address shown below.

1. A statement describing any changes during the year in the
purposes, character, or method of operation of your subordinates;

2. A list showing the names, mailing addresses (including Postal ZIP
Codes), actual addresses if different, and employer identification numbers
of subordinates that since your previous report:

a. Changed names or addresses;

b. Were deleted from your roster; or

c. Were added to your roster.

3. For subordinates to be added, attach:

a. A statement that the information on which your present group
exemption letter is based applied to the new subordinates;

b. A statement that each has given you written authorization to
add its name to the roster;

c. A list of those to which the Service previously issued
exemption rulings or determination letters;

d. A statement that none of the subordinates is a private
foundation as defined in section 509(a) of the Code if the group exemption
letter covers organizations described in section 501(c)(3);

e. The street address of subordinates where the mailing address
is a P.0. Box; and

£. The information required by Revenue Procedure 75-50, 1975-2
C.B. 587 for each subordinate that is a school claiming exemption under
section 501(c)(3). Also include any other information necessary to
establish that the school is complying with the requirements of Revenue
Ruling 71-447, 1971-2 C.B. 230. This is the same information required by
Schedule A, Form 1023, Application for Recognition of Exemption under
section 501(c)(3) of the Internal Revenue Code.

4. If applicable, a statement that your group exemption roster did
not change since your previous report.
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The above information should be sent, 'Attention: Entity Control
Unit," to the following address:
Internal Revenue Service Center
Holtsville, NY 00501

The service center that processes your returns will send you a Group
Exemption Number. You are required to include this number on each Form
990, Return of Organization Exempt From Income Tax, and Form 990-T, Exempt
Organization Business Income Tax Return. Please advise your subordinates
of this requirement and provide them with the Group Exemption Number.

BYStrict Director





APPENDIX III.
STATE SALES TAX STATUS

As of the publication of this manual, ASME is generally not required to pay sales taxes in the following states:

Indiana

Kentucky

Maryland

Massachusetts

New Jersey

New Mexico

New York

Tennessee

Texas

Vermont

West Virginia

Wisconsin

District of Columbia
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