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INTRODUCTION:

In this guide, I have attempted to provide a practical approach to compliance with the U.S. Department of the Treasury’s financing guidelines.

While many organizations and non-profit groups believe that the guidelines are difficult to follow and problematic. These guidelines are only voluntary best practices, and should not be viewed as laws and requirements. Organizations may adopt their own measures and guidelines based on their own experience and circumstances.

Many Islamic charities have already applied practices that provide an additional level of confidence in the operations.

Islamic charities may use the treasury guidelines and adopt practices that are practical and suitable to their charitable activities.

However, the ultimate result will come from those serving governing board and their exercise of prudent judgment in its stewardship responsibilities.

U.S. DEPARTMENT OF THE TREASURY ANTI-TERRORIST FINANSING GUIDELINES CHECKLIST: VOLUNTARY BEST PRACTICES FOR U.S. – BASED CHARITIES.

Compliance with these guidelines shall not be construed to preclude any criminal or civil sanctions by the Department of the Treasury or the Department of Justice against persons who provide material, financial, or technological support or resources to, or engage in prohibited transactions with, persons designated pursuant to the Antiterrorism and Effective Death Penalty Act of 1986, as amended, or the International Emergency Economic Powers act, as amended.

I. Governance: The charity should have an adequate governing structure.

A. Governing Instruments: The charity should operate in accordance with governing Instruments, e.g., charter, articles of incorporation, bylaws, etc. The governing instruments should:

1. Delineate the charity’s basic goal(s) and purpose(s);

2. Define the structure of the charity, including the composition of the board, how the board is selected and replaced, and the authority and responsibilities of the board;

3. Set forth requirements concerning financial reporting, accountability, and practices for solicitation and distribution of funds; 

4. State that the charity shall comply with all applicable federal and state laws.

B. Board of Directors: The charity should be governed by a board of directors consisting of at least three members.

1. The board should be an active governing body, meeting at least three times annually with the majority of members attending in person.

2. The board should be an independent governing body, exercising effective and independent oversight of the charity’s operations.

a. The charity should establish a conflict of interest policy for board members and employees.

b. The charity should not engage in transactions with entities in which a board member has a conflict of interest.

c. The charity whose directly and/or indirectly compensated board members constitute more than one-fifth (20%) of the total voting membership of the board or of the executive committee will not be considered to have an independent governing body.

3. The board should maintain records of all decisions made. These records should be available for public inspection.

II. Disclosure/Transparency in Governance and Finances.

A. Board of Directors

1. The charity should make publicly available a list of its board 

Members, key employees and the salaries they are paid.

2. The charity should maintain records containing additional identifying information about its board members, and key employees, such as home address, social security number, citizenship, etc.

3. The charity should maintain records containing identifying information for the board members and key employees of any subsidiary or affiliate receiving funds from the charity.

B.
Key Employees.

1. The charity should make publicly available a list of its five highest paid employees (the key employees) and the salaries and/or direct or indirect benefits they receive.

2. The charity should maintain records containing additional identifying information about its key employees, such as home address, social security number, etc.

3. The charity should maintain records containing identifying information for the key employees of any subsidiary or affiliate receiving funds from the charity.

C.
Distribution of Funds

1. The charity should publicly identify any subsidiaries and/or affiliates that receive funds from the charity.

2. The charity should provide upon request an annual report. The annual report should describe the charity’s purpose(s), programs, activities, tax-exempt status, the structure and responsibility of the governing body of the charity, and financial information.

3. The charity should provide upon request complete annual financial statements. The financial statements should present the overall financial condition of the charity and its financial activities in accordance with generally accepted accounting principles and reporting practices.

   D.
Solicitations for Funds

1. The charity should clearly state its goals and purposes so that anyone examining its disbursement of funds can determine whether the charity is adhering to those goals.

2. Solicitations for donation should accurately and transparently tell donors how and where their donations are going to be expended.

3. The charity should substantiate on request that solicitations and informational materials, distributed by any means, are accurate, truthful, and not misleading, in whole or in part.

III.
Financial Practice/Accountability.

A. The charity should have a budget, adopted in advance on an annual basis that is overseen by board.

B. The board of the charity should appoint one individual to serve as the financial/accounting officer who is ultimately responsible for the day-to-day control over the money of the charity.

C.
If the charity’s total annual gross income exceeds $250,000.00 the board of the charity should select an independent certified public accounting firm, which serves as an auditor and reviews the finances of the charity and issues a yearly audited financial statement. The yearly audited financial statement should be available for public inspection.

D.
Receipt and Disbursement of Funds

1. The charity should account for all funds received and disbursed in accordance with generally accepted accounting principles and the requirements of the Internal revenue Code. The charity should maintain records of the salaries it pays and the expenses it incurs.

2. The charity should include in its accounting of all charitable disbursements the name of each recipient and the amount disbursed. 

3. The charity, after recording, should promptly deposit all received money into the bank account maintained by the charity. In particular, all cash donations should be promptly deposited into the charity’s bank account.

4. The charity should make disbursements by check or wire transfer, but not in cash.

IV.
Anti-Terrorist Financing Procedures: The charity should take the following steps before any charitable funds are distributed to foreign recipient organizations.

A.
The charity should collect the following basic information about a foreign recipient organization:

1. The foreign recipient organization’s name in English, in the language of 

Origin, and any acronym or other names used to identify the foreign recipient organization.

2. The jurisdictions in which the foreign recipient organization maintains a physical presence is incorporated or formed and its place of business.

3. The principal purpose of the foreign recipient organization, including a detailed report of the recipient’s projects and goals.

4. The name and addresses of organizations to which the foreign recipient organization currently provides or proposes to provide funding, services, or material support, to the extent known, as applicable.

5. The names and addresses of any subcontracting organizations utilized by the foreign recipient organization.

6. Copies of any public filings or releases made by the foreign recipient organization, including most recent official registry documents, annual reports, and annual filing with the pertinent government, as applicable.

7. The foreign recipient organization’s existing sources of income, such as official grants, private endowments, and commercial activities.

B.
The charity should conduct basic vetting of potential foreign recipient organizations as follows:

1.
The charity should be able to demonstrate that it conducted a reasonable search of public information, including information available via the Internet, to determine whether the foreign recipient organization is or has been implicated in any questionable activity.

2.
The charity should be able to demonstrate that it verified that the foreign recipient organization does not appear on any list of the U.S. Government, the United States, or the European Union identifying it as having links to terrorism or money laundering. The charity should consult the Department of the Treasury’s Office of foreign Assets Control Specially Designated Nationals List, which will identify entities designated by the U.S. Government as Foreign Terrorist Organizations or as supporters of terrorism. The charity also should consult the U.S. Government’s terrorist Exclusion list maintained by the Department of Justice, the list promulgated by the United Nations pursuant to U.N. Security Council Resolutions 1267 and 1390, the list promulgated by the European Union pursuant to EU Regulation 2580, and any other official list available to the charity.

3.
The charity should obtain the full name in English, in the language of origin, and any acronym or other names used, as well as nationality, citizenship, current country of residence, place and date of birth for key staff at the foreign recipient organization’s principal place of business, such as board members, etc., and for senior employees at the recipient’s other locations. The charity should run the names through public databases and compare them to the lists noted above.

4.
The charity should require foreign recipient organizations to certify that they do not employ or deal with any entities or individuals on the lists referenced above, or with any entities or individuals known to the foreign recipient organization to support terrorism.

C.
The charity should review the financial operations of the foreign recipient organization as follows:

1. The charity should determine the identity of the financial institutions with which the foreign recipient organization maintains accounts. The charity should seek bank references and determine whether the financial institution is: (i) a shell bank; (ii) operating under an offshore license; (iii) licensed in a jurisdiction that has been determined to be non-cooperative in the international fight against money laundering;(iv) licensed in a jurisdiction that has been designated by the Secretary of the treasury to be a primary money laundering concern: and (v) licensed in a jurisdiction that lacks adequate anti-money laundering controls and regulatory oversight.

2. The charity should require periodic reports from the foreign recipient organization on its operational activities and use of the disbursed funds.

3. The charity should require the foreign recipient organization to undertake reasonable steps to ensure that funds provided by the charity are not ultimately distributed to terrorist organizations. Periodically, the foreign recipient organization should appraise the charity of the steps it has taken to meet this goal.

The charity should perform routine, on-sight audits of foreign recipient organizations whenever possible, consistent with the size of the disbursements and the cost of the audit.
Practical consideration for adopting the U.S. Treasury guidelines:

I. Governing structure:

A. The Article of Incorporation:

 Review the organization’s approved article of incorporation to ensure that it clearly states:

1. The purpose and objective of the organization.

2. It operates exclusively for charitable purpose within the meaning of Section    (501)(c)(3) of the Internal Revenue Code.

3.The organization shall not carry on any activities not permitted to be carried on under   Section 501(c)(3) of the IRS Code.

4. The organization shall not participate in, or intervene in any political campaign on behalf of any candidate for public office.

5. The organization shall not pay any dividends or any part of the net earning shall inure to the benefit of any private individual within the meaning of Section 501(c)(3) of the IRS

6. The organization shall be managed by a Board of Directors.

7. The Organization shall have a proper dissolution and liquidation language. See exhibit (a).

If the Article of incorporation is lacking one of the above referenced items, the organization may consider consulting with your legal advisor to amend the Article with the office of the secretary of State.

B. The organization’s Bylaws :

Review the organization’s Bylaws to ensure that

1.The Bylaws Clearly defines the duties and responsibilities of the members of the Board of Directors and officers of the organization. Regulates Board meetings, maintenance of Board’s minutes, resolutions, and maintaining the Accounting records.

2.The Bylaws shall be certified and duly adopted by the Board of Directors.

3.We recommend that you include in your Bylaws or any other official records a 

    conflict of interest statement, a provision for compliance with USA Federal and 

    State laws and International Laws and a provision for Indemnification of

    Directors, Officers and Employees.

C. The legal responsibilities of the Board of Directors:

Under well-established principles of nonprofit corporation law, a board member must meet certain standards of conduct and attention in carrying out his or her responsibilities to the organization. Several states have statutes concerning some variation of these duties, which can be used in court to determine whether a board member acted improperly. These standards are usually described as the duty of care, the duty of loyalty, and the duty of obedience. 

Duty of care: describes the level of competence that is expected of a board member, and is commonly expressed as the duty of “care that an ordinarily prudent person would exercise in a like position and under similar circumstances.” This means that a board member has the duty to exercise reasonable care when he or she makes a decision as a steward of the organization.

Duty of loyalty: is a standard of faithfulness; a board member must give undivided allegiance when making decisions affecting the organization. This means that a board member can never use information obtained as a member for personal gain, but must act in the best interest of the organization.

Duty of obedience:  requires board members to be faithful to the organization’s mission. They are not permitted to act in a way that is inconsistent with the central goals of the organization or the laws that govern nonprofit activities. A basis for this rule lies in the public’s trust that the organization will manage donated funds to fulfill the organization’s mission.

We recommend that these standards be included in your board members’ manual.

D. Develop an Organization Chart:

1.Indicate whether there is appropriate allocation of operating and supervisory responsibility.

2.Indicate whether there is adequate separation of duties.

3.Inform management, new employees, and other of the organization’s structure 

   and line of duties and responsibilities.

II. Financial disclosure and transparency:

There are a number of disclosures requirements for tax-exempt organizations including Charities:

A. Annual Information Return:

An organization must disclose its annual information return form 990 with schedules, attachments, and supporting documents filed with IRS. In addition to the financial information, the organization should maintain records to support information disclosed on Form 990 (please refer to Form 990 part VI).

B. Exemption application:

An organization must disclose its exemption application form 1023 along with all documents submitted with the form and the exemption-ruling letter issued by IRS.

Certain information may be withheld from public inspection. Organization may place reasonable restrictions on the time, place, and the manner of in-person inspection and copying.

C. Donor’s disclosure requirements:

There are two general rules that organizations need to be aware of to meet substantiation and disclosure requirements for federal income tax return

1.A donor must obtain a written acknowledgement from a charity for any single contribution of $250.00 or more before the donor can claim a charitable contribution deduction on his federal income tax return.

2. A charitable organization must provide a written disclosure to a donor who makes a payment in excess of $75.00 partly as a contribution and partly for goods and services by the organization.

III. Financial Practice and Accounting control procedures:

A. Accounting System:

In order to safeguard the organization’s Assets, increase the reliability of its Accounting records and increase the organization’s overall efficiency, the board of director should develop and maintain a system of Accounting that will meet the standards of generally accepted Accounting Principle and an Internal Control system that will have the following features:

1. Develop a policy of Segregation of duties.
Although the small size of the organization’s office staff limits the extent of separation of duties, we believe certain steps could be taken to separate incompatible duties. The basic premise is that no one employee should have access to both physical assets and the related accounting records or to all phases of a transaction.

2. Develop an Accounting procedures Manual.
Written procedures, instructions, and assignments of duties will prevent or reduce misunderstandings, errors, inefficient or wasted effort duplicated or omitted procedures, and other situations that can result in inaccurate or untimely accounting records. A well devised accounting manual can also help to ensure that all similar transactions are treated consistently, that accounting principles used are proper, and that records are produced in the form desired by management. A good accounting manual should aid in the training of new employees and possibly allow for delegation to other employees of some accounting functions management performs.

3. Develop financial Budget
Management could benefit by preparing budgets and comparing budget information with actual results of operations. A budget is a plan for the future operations of a business. It is based on past experience and management’s intentions or expectations of future conditions that will affect the Company. It allows management to plan the actions necessary for achieving desired or anticipated results and may also be an incentive for employee performance or a means for measuring performance. We recommend that budgets be prepared for each significant area of operations, with input by personnel who will be responsible for meeting, that budget information be compared to actual results of operations, and that the cause of significant variations is determined so that corrective action can be taken if necessary.

4. Manage Cash Flow.
· Use “one-way” bank accounts and imp rest disbursing accounts for branch offices to better control branch disbursements.

· Use a lockbox system for deposits to accelerate the flow of customer payments into the Company’s bank account.

· Prepare regular cash position reports and budgeted cash flow statements to anticipate both cash needs and cash availability and to provide information for planning the timing of discretionary expenditures and the need for temporary borrowings.

· Control checks issued, voided, and returned by means of check signing authority and review. Also, schedule the writing of checks for routine payments for a given day of the week or month so that plans can be made to have cash available to cover the checks and to make it easier for management to review disbursements.

· Regularly prepare timely and accurate bank reconciliation for management’s review.

· Keep an adequate cash reserve fund.

· Keep blank checks in a locked box accessible only to an authorized personnel and periodically account for it.

5. Develop petty Cash fund policies
To provide for proper control and recording of petty cash, we recommend that an imp rest system be established. Under such a system, the amount of cash in the petty cash fund should be adequate to handle all petty cash transactions for a short period of time, but the balance should not be excessive. 

6. Develop a code of business conduct and conflict of interest policy

The papers of the code of business conduct is to describe the standards of conduct and business ethics expected of the directors, officers, standing committee members, and employees of the organization. 

The conflict of interest policy will describe activities or actions by directors, officers, standing committee members, and employees that may cause personal influence or relationships that would affect the ability to act in the best interest of the organization.

7. Establish an audit committee

Create an audit committee that should oversight of the organization’s accounting and financial reporting and exercise the control of the organization’s external auditor. The audit committee must be independent.

These practices were recommended in the Sarbanes-Oxery act which was signed into law in 2002 and has been followed by many non-profit organizations.

B. Accounting control procedures over cash receipts:

A proper accounting control procedure will include the following features:

1. Access to computerized cash receipts records limited to those authorized personnel.

2. Incoming mail opened and receipts listed in duplicate by two or more persons having no access to cash receipts or accounts receivable records.

3. The listing of mail receipts subsequently compared to cash receipts and validated copies of deposit slip by an employee having no access to cash.

4. Checks restrictively endorsed “for deposit only” by the individual who opens the mail

5. Prenumbered cash receipts prepared and issued.

6. Cash receipts entered in books of original entry by persons independent of the mail opening and receipt listing function.

7. Direct contact solicitation collection documentation totals are compared to bank deposits and posted to cash receipts journals.

8. Receipts (checks and currency) deposited intact on a daily basis.

9. Adequate physical controls exist over cash receipts from time of mail opening until time of bank deposit.

10. For cash collections by direct contact solicitations, there should be a solicitation plan that includes:

· A schedule of areas and dates of solicitation.

· Accreditation of collectors (identification).

· Issuance of prenumbered receipts for contribution and a double count of currency collection.

· Provision for remitting cash collections to clerks collecting currency, with currency collections compared against prenumbered receipts.

· Solicitor’s reports that are summarized, totaled, and compared to bank deposits.

11. For cash collected at special events:

· Individuals handling collections account for all tickets.

· Cash receipts reconciled to tickets sold.

· Unsold tickets accounted for.

12. Clerks who collect currency closely supervised and fund-raising employees separate from accounting functions.

13. Post-dated checks, disputed items, unidentified receipts, NSF checks, checks charged back by banks, and similar items received and investigated by persons independent of preparation of deposits and posting of accounts receivable detail.

14. The general cashier function segregated from the general ledger and subsidiary ledger functions.

15. Receipts of currency controlled by cash register or other independent means that are unavailable to the accounting function.

16. Currency receipts properly reconciled to the totals of cash register, prenumbered receipts, or other devices.

17. The cashing of checks out of currency receipts prohibited.

C. Accounting control procedures over Cash Disbursements:

A proper accounting control procedure will include the following features:

1. Access to computerized cash disbursements records limited to those authorized personnel.

2. All disbursements (including payroll), except petty cash disbarments, made by check.

3. Adequate controls for non-check disbursements such as debit memos and wire transfers (for example, passwords for individuals authorized to make transfers, bank callback verifications for telephone transfers exceeding a predetermined dollar amount.

4. Check stocks:

· Checks pre-numbered and used in sequence

· Controls over blank check stock adequate.

· There is a specified custodian for blank check stocks.

5. Check preparation:

· Checks prepared by specified employees who are independent of voucher/invoice approval.

· Prior to checks being prepared are the following compared:

· Purchase order

· Receiving report

· Vendor invoice.

· Checks prepared from an original vendor invoice only and not from a vendor statement.

· There is a clearly defined approval process.

· Checks recorded in the disbursements journal as prepared.

· All checks numbers accounted for.

· Voided/spoiled checks properly mutilated (signature portion removed) and retained.

· Checks made payable to specified payees and never to cash or bearer.

· A check protector used.

· All supporting documentation accompanies checks presented for signature.

· All supporting documents properly canceled at time of signature to prevent duplicate payment.

· Only persons authorized to prepare checks have access to blank checks.

6. Check signing:

· Check signers authorized by the governing board.

· Checks required to be countersigned.

· Dollar limits been established for one-signature checks.

· Authorized check signers independent of:

· Voucher preparation and approval for payment

· Check preparation, cash receiving, and petty cash.

· Purchasing and receiving.

· Timekeeping for payroll checks.

· Disbursements that require special approval of funding sources or the governing board properly documented.

· Signing blank checks prohibited.

· Custody of checks after signature and before mailing handled by an employee independent of all payable, disbursing, cash, receiving, and general ledger functions.

· If check-signing machines are used, are facsimile signatures plates adequately safeguarded, used in the presence of the custodian, and controlled by using numbering devices.

D. Accounting Control procedures over Bank Reconciliation

Proper accounting control procedures will include the following features:

1. Bank accounts reconciled within a timely specified period after the end of each month.

2. Reconciliation made by someone other than persons who participate in the receipt or disbursement of cash.

3. A responsible individual (such as executive director) receive the bank statements (with canceled checks, debit and credit advices, etc.) unopened from the banks.

4.Completed bank reconciliation reviewed by a responsible official.

E. Accounting Control procedures over Fund Raising:

Proper accounting control procedures will include the following features:

1. Fund-raising activities and solicitations approved by the governing board.

2. The acceptance of contributions and gifts with related restrictions or requirements approved by the governing board.

3. Prenumbered contributions acknowledgement forms used.

4. Records kept of all donations, including the donor’s name, amount, date and any related restrictions of all contributions, gifts, etc., received.

F. Accounting Control procedures over Currency Collections:

Proper accounting control procedures will include the following features:

1.Currency collected in other locations is properly recorded and delivered to the money counters.

2. Procedures established to care for currency delivered or mailed to organization between collection days.

3. Donors encouraged using prenumbered collection envelopes.

4. Member’s donors encouraged using checks in making their cash donations.

5. The handling of currencies always controlled by at least two people.

6. Cash counted in a secured area.

7. The money counters verify that the contents of the currency envelopes are identical to the amounts written on the envelopes by the members.

8.Cash deposited as soon as possible after receipt.

9.Donor-restricted funds properly identified during the process of counting currency.

10. All funds received deposited in the bank intact.

11. Cash safeguarded in a safe, lock box, or similar protective container when at the organization.

12. Collection reports given to the financial secretary or treasurer for entry into the accounting records.

13.Someone other than a member of the count team record currency in donor records.

14.Incoming mail and in-office contributions handled by people who are not responsible for the accounting records.

15.Members receive periodic notices of their contributions.

16.Collection counted regularly and reconciled with deposits by someone other than the person who deposits it.

IV. Anti-Terrorist Financing Procedures:

The Charity should take the following steps before any funds are distributed to foreign recipient’s organization:

A. Legal registration and basic essential information of the foreign recipient organization:

1. A proof of legal registration in the foreign country to prove that the foreign recipient is registered as a legal non-profit entity in the foreign country.

2. List of names of the members of the Board, officers, and employees, of the foreign recipient. 

3. A copy of the latest audited or certified financial statement. 

B. Basic Vetting of the potential foreign recipient’s organization: 

1. The charities should conduct a reasonable search of public information available via the Internet or public database to ensure that the foreign recipient organization does not appear on any list of U.S government, the united nation, or the European Union identifying it as having links to terrorism or money laundering.

2. The Charities should require that the foreign country recipient adopt a similar policy of background check and basic vetting of its Board members, employees, and to final recipients of funds or services.

3. The Charity should require that the foreign recipient’s organization to provide a management representation letter to certify that they do not appoint or employ or deal with any individual or organizations whose names appeared on the list referenced above, or with any entity or individuals known to be in support of terrorism.

C. Financial procedures:

The U.S. based charities should adopt Financial Policy to ensure that:

1. The foreign country recipient maintains an adequate Accounting system to properly account for all funds received and disbursement made in accordance with Generally Accepted Accounting Principles.

2.The foreign country recipient should contract with a qualified Accountant, and if its total annual gross income exceeds $250,000.00 its Board of director should select an independent Certified Public Accountant to review the finances of the foreign charity and issues a yearly audited financial statement.

3.The foreign country recipients deal with internationally recognized banks or local bank that complies with the international banking standards. 

4.The foreign country recipient is using checks only to pay all invoices and disbursements and maintain a system of proper authorization of all supporting invoices before making the final payment, and voiding all paid invoices upon payment.

5.The foreign country recipient is using a sequential prenumbered receipts for all funds paid to local foreign recipients, the receipts should include (Names, addresses, amount paid, purpose of payment, date, place pf payment, and signature of the recipient.).

D. Foreign fund control procedures: 

The foreign country recipient organization should adopt a policy of fund request and authorization that will have the following fund control procedures:

1.Fund’s request application:
A. The foreign country recipient executive director should prepare a fund request   document that should include the following information:

· Detail description of the program or service that is needed to be funded.

· All legal information and documentations that supports the requested fund such as contracts, estimations, bids, list names and addresses of anticipated direct beneficiaries of the requested fund; for example, Orphans, students, refugees, etc.

· The foreign office executive director recommendation for approving the requested fund.

· The fund request application along with the attached documentation should be submitted to the Board of directors of the foreign country recipient for consideration and issuing the final board resolution for requesting the fund.

2. Fund Authorization Process:

Upon receiving the approved fund request application and documentation, the U.S based charity should follow the following steps:

A. The executive director of the U.S based charity will review, verify, and authenticate the fund request documentation to make sure that it is complete and properly authorized by the foreign country recipient.

B. The Executive director will prepare a summary of the requested fund, make his recommendation, and submit it to his Board of director for consideration.

C. The U.S base Board of director will review the application, documentation, and the Executive director’s recommendation in the light of the organization’s funding policy, priorities, and availability of funds, and issues its official Board resolutions with appropriate terms and conditions.

D. The executive director will notify the foreign country recipient of the final resolution..

3. Fund reporting requirements: 

A. Upon receiving the first payment of the approved fund, the foreign country recipient will send an immediate receipt acknowledgment letter to the U.S. based charity. Upon payments of the funds to its final recipient, individual’s names and addresses, signed and dated by recipient.

B. Upon receiving the first payment of the fund for a particular project, the foreign 

     recipient will acknowledge receipt of the first payment and send a progress report   

     to show (name of the contractors, total estimated cost of the project, total cost-to-

     date, the current amount due and approve by its board of director.

C.
Upon receiving the progress report, the U.S charity will follow the following 

      steps:

· Will verify the information on the report and pay the due payment accordingly.

· Will inquire or question any changes in the terms of the contracts

· Will adopt a strict monitoring policy for its foreign funding and will send a its field auditor to visit the foreign project at least one time every year.

Concluding remarks:

I recommend that the U.S. Islamic charities would consider focusing their international relief spending on goods and services rather than cash-transfer, and building development projects under their full control through their own offices in the foreign countries.

U.S. Islamic charities should work together and try to consolidate their international relief projects.

U.S. Islamic charities should spend some of their funds on local community developments and outreach programs.

Finally, U.S. Islamic charities should work closely with different U.S. government agencies such as U.S. Treasury, General Attorney, Homeland Security, and adopt a voluntarily reporting policy, lobbying and advocacy policies to such agencies.

EXHIBIT: A

A COMPLIANCE CHECKLIST FOR:

U.S. DEPARTMENT OF THE TREASURY ANTI-TERRORIST FINANSING GUIDELINES, VOLUNTARY BEST PRACTICES FOR U.S. – BASED CHARITIES.

Compliance with these guidelines shall not be construed to preclude any criminal or civil sanctions by the Department of the Treasury or the Department of Justice against persons who provide material, financial, or technological support or resources to, or engage in prohibited transactions with, persons designated pursuant to the Antiterrorism and Effective Death Penalty Act of 1986, as amended, or the International Emergency Economic Powers act, as amended.

III. Governance: The charity should have an adequate governing structure.



A. Does the charity operate in accordance with governing instruments, e.g., charter, articles of incorporation, bylaws, etc?

Does the charity:

1. Delineate the charity’s basic goal(s) and purpose(s);

YES
(
NO
(
2. Define the structure of the charity, including the composition of the board, how the board is selected and replaced, and the authority and responsibilities of the board;

YES
(
NO
(
3. Set forth requirements concerning financial reporting, accountability, and practices for solicitation and distribution of funds; 

YES
(
NO
(
4. State that the charity shall comply with all applicable federal and state laws.

YES
(
NO
(
B. Board of Directors: The charity should be governed by a board of directors consisting of at least three members.

1. Is the board an active governing body, meeting at least three times annually with the majority of members attending in person?









YES
(
NO
(
2. Is the board an independent governing body, exercising effective and independent oversight of the charity’s operations?

YES
(
NO
(
Does the charity:

a. Establish a conflict of interest policy for board members and employees.
YES
(
NO
(
b. Engage in transactions with entities in which a board member has a conflict of interest

YES
(
NO
(
c. Directly and/or indirectly compensated board members constitute more than one-fifth (20%) of the total voting membership of the board or of the executive committee. (If yes, the board will not be considered to have an independent governing body.)

YES
(
NO
(
3. Does the board maintain records of all decisions made and make them available for public inspection?

YES
(
NO
(
IV. Disclosure/Transparency in Governance and Finances.

A. Board of Directors

Does the charity:

1. Make publicly available a list of its board members, key employees and the salaries they are paid.

YES
(
NO
(
2. Maintain records containing additional identifying information about its board members, and key employees, such as home address, social security number, citizenship, etc.

YES
(
NO
(
3. Maintain records containing identifying information for the board members and key employees of any subsidiary or affiliate receiving funds from the charity.

YES
(
NO
(
B.
Distribution of Funds


Does the charity:

4. Publicly identify any subsidiaries and/or affiliates that receive funds from the charity.

YES
(
NO
(
5. Provide upon request an annual report, which describe the charity’s purpose(s), programs, activities, tax-exempt status, the structure and responsibility of the governing body of the charity, and financial information.

YES
(
NO
(
6. Provide upon request complete annual financial statements, which present the overall financial condition of the charity and its financial activities in accordance with generally accepted accounting principles and reporting practices.

YES
(
NO
(
C.
Solicitations for Funds.


Does the charity:

· Clearly state its goals and purposes so that anyone examining its disbursement of funds can determine whether the charity is adhering to those goals.

YES
(
NO
(
· Accurately and transparently tell donors how and where their donations are going to be expended.

YES
(
NO
(
· Substantiate on request that solicitations and informational materials, distributed by any means, are accurate, truthful, and not misleading, in whole or in part.

YES
(
NO
(
III.
Financial Practice/Accountability.


Does the charity:

· Have a budget, adopted in advance on an annual basis that is overseen by board.

YES
(
NO
(
· Appoint one individual to serve as the financial/accounting officer who is ultimately responsible for the day-to-day control over the money of the charity.

YES
(
NO
(
C.
Select, if total annual gross income exceeds $250,000.00, an independent certified public accounting firm, which serves as an auditor and reviews the finances of the charity and issues a yearly audited financial statement available for public inspection.

YES
(
NO
(
D.
Receipt and Disbursement of Funds


Does the charity:
5. Account for all funds received and disbursed in accordance with generally accepted accounting principles and the requirements of the Internal Revenue Code, maintain records of the salaries it pays and the expenses it incurs.

YES
(
NO
(
6. Include in its accounting of all charitable disbursements the name of each recipient and the amount disbursed. 

YES
(
NO
(
7. Deposit all received money and cash donations into the bank account maintained by the charity.

YES
(
NO
(
8. Make disbursements by check or wire transfer, but not in cash.

YES
(
NO
(
IV.
Anti-Terrorist Financing Procedures: The charity should take the following steps before any charitable funds are distributed to foreign recipient organizations.

A.
Does the charity collect the following basic information about a foreign recipient organization?

8. The foreign recipient organization’s name in English, in the language of 

Origin, and any acronym or other names used to identify the foreign recipient organization.

YES
(
NO
(
9. The jurisdictions in which the foreign recipient organization maintains a physical presence is incorporated or formed and its place of business.

YES
(
NO
(
10. The principal purpose of the foreign recipient organization, including a detailed report of the recipient’s projects and goals.

YES
(
NO
(
11. The name and addresses of organizations to which the foreign recipient organization currently provides or proposes to provide funding, services, or material support, to the extent known, as applicable.

YES
(
NO
(
12. The names and addresses of any subcontracting organizations utilized by the foreign recipient organization.

YES
(
NO
(
13. Copies of any public filings or releases made by the foreign recipient organization, including most recent official registry documents, annual reports, and annual filing with the pertinent government, as applicable.

YES
(
NO
(
14. The foreign recipient organization’s existing sources of income, such as official grants, private endowments, and commercial activities.

YES
(
NO
(
B.
The charity should conduct basic vetting of potential foreign recipient organizations.


Does the charity:

1.
Demonstrate that it conducted a reasonable search of public information, including information available via the Internet, to determine whether the foreign recipient organization is or has been implicated in any questionable activity.

YES
(
NO
(
2. Demonstrate that it verified that the foreign recipient organization not appear on any list of the U.S. Government, the United States, or the European Union identifying it as having links to terrorism or money laundering.

YES
(
NO
(
3. Consult the Department of the Treasury’s Office of foreign Assets Control Specially Designated Nationals List, which will identify entities designated by the U.S. Government as Foreign Terrorist Organizations or as supporters of terrorism. 

YES
(
NO
(
4. Consult the U.S. Government’s terrorist Exclusion list maintained by the Department of Justice, the list promulgated by the United Nations pursuant to U.N. Security Council Resolutions 1267 and 1390, the list promulgated by the European Union pursuant to EU Regulation 2580, and any other official list available to the charity.

YES
(
NO
(
5.
Obtain the full name in English, in the language of origin, and any acronym or other names used, as well as nationality, citizenship, current country of residence, place and date of birth for key staff at the foreign recipient organization’s principal place of business, such as board members, etc., and for senior employees at the recipient’s other locations and run the names through public databases and compare them to the lists noted above.

YES
(
NO
(
6.
Require foreign recipient organizations to certify that they do not employ or deal with any entities or individuals on the lists referenced above, or with any entities or individuals known to the foreign recipient organization to support terrorism.

YES
(
NO
(
C.
The charity should review the financial operations of the foreign recipient organization.


Does the charity:

4. Determine the identity of the financial institutions with which the foreign recipient organization maintains accounts and seek bank references and determine whether the financial institution is: (i) a shell bank; (ii) operating under an offshore license; (iii) licensed in a jurisdiction that has been determined to be non-cooperative in the international fight against money laundering;(iv) licensed in a jurisdiction that has been designated by the Secretary of the treasury to be a primary money laundering concern: and (v) licensed in a jurisdiction that lacks adequate anti-money laundering controls and regulatory oversight.

YES
(
NO
(
5. Require periodic reports from the foreign recipient organization on its operational activities and use of the disbursed funds.

YES
(
NO
(
6. Require the foreign recipient organization to undertake reasonable steps to ensure that funds provided by the charity are not ultimately distributed to terrorist organizations and is apprised of the steps it has taken to meet this goals. 

YES
(
NO
(
7. Perform routine, on-sight audits of foreign recipient organizations whenever possible, consistent with the size of the disbursements and the cost of the audit.

YES
(
NO
(
If the answer to any of the above questions are NO, the organization should take the immediate necessary legal and administrative steps to comply with the guidelines.

EXHIBIT: B

SAMPLE CONFLICT OF INTEREST STATEMENT FOR BOARD MEMBERS

No board member or board committee member, or any member of his/her family should accept any gift, entertainment, service, loan, or promise of future benefits from any persons who either personally or whose employees might benefit or appear to benefit from such board or committee member’s connection with (name of organization), unless the facts of such benefit, gift, service, or loan are disclosed in good faith and are authorized by the board. Board and committee members are expected to work out for themselves the most gracious method of declining gifts, entertainment and benefits that do no meet this standard.

No board or committee member should perform, for personal gain, services to any (name of organization) supplier of goods or services, as employee, consultant, or in any other capacity which promises compensation of any kind, unless the facts of such transaction or contracts are disclosed in good faith and the board or committee authorizes such a transaction. Similar association by a family member of the board or committee member or by any other close relative may be inappropriate. 

No board or committee member or any member of his/her family should have any beneficial interest in, or substantial obligation to, any (name of Organization) supplier of goods or services or any other organization that is engaged in doing business with or serving (name of Organization) unless it has been determined by the board, on the basis of full disclosure of facts, that such interest does not give rise to a conflict of interest.

This policy statement is not intended to apply to gifts and/or similar entertainment of nominal value that clearly are in keeping with good business ethics and do not obligate the recipient.

Any matter of question or interpretation that arises relating to this policy should be referred to the president for decision and or/for referral to the board of directors for decision, where appropriate.

_____________________________________________

I have received and read the foregoing policy statement, Conflict of Interest Statement, and understand fully the facts requiring any possible question of violation.

____________________________


_______________________

(Date)





(Signature)

EXHIBIT: C

SAMPLE BOARD OF DIRECTORS RESOLUTION

Whereas, the Board of Directors (“Board”) of _____________________, a ___________ non-profit corporation (“Organization”), has determined that, in furtherance of the (charitable, exempt, educational, etc.) purposes of the Organization, it is in the best interest of the Organization to __________________________(“Program”).


Whereas, the Program is shall involve the expenditure of both financial and non-financial resource of the Organization, and any personal benefit derived shall be incidental to furthering the purpose of the Organization.


Whereas, the program is more fully described in the Executive Memorandum Number_____, attached hereto as Exhibit A.


Now, therefore, the undersigned, being the directors of the above-named corporation, at a regularly/special meeting of the Board, hereby consents to the adoption of, and adopts, the following resolutions.


Resolved, that the program as more fully described in the Executive memorandum Number ______ be, and hereby is, approved, and 


Resolved, that the proper officer of the Organization, and they hereby are, authorized and directed to take such actions that are necessary to implement the program.

Executed on ______________________ day of ___________________, 2004

____________________________










Director

____________________________










Director

LEGAL ISSUES OF NONPROFIT ORGANIZATION II

____________________________










Director

EXHIBIT: D

Sample Dissolution Claus to be included in the organization’s Article of Incorporation

Upon dissolution of the corporation, the Board of Directors shall distribute any surplus assets after meeting all liabilities to the ISLAMIC society of North America (or your choice), as it deems fit under the requirements of IRC section 501 (c)(3) of the Internal Revenue Services. In its absence, to any other religious, charitable, or other exempt purposes as they deem fit, within the meaning of Section 501 (c)(3) of Internal Revenue Code and its regulations as they now exist or they may hereafter be amended.

EXHIBIT: E

Sample Nonprofit Budget Variance Report (by Program)

For the________ Month Ended_________

	Program A
	Program B

	
	Annual

Budget
	Year-To-Date

Budget
	Year-To-Date Actual
	Year-To Date $Variance
	Annual 

Budget
	Year-To-Date

Budget
	Year –To-Date Actual
	Year-To-Date $Variance

	Revenue:
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Grants
	
	
	
	
	
	
	
	

	Fundraising
	
	
	
	
	
	
	
	

	Dues and Fees
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Total
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Expenses:
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Personnel
	
	
	
	
	
	
	
	

	Supplies
	
	
	
	
	
	
	
	

	Services
	
	
	
	
	
	
	
	

	Equipment
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Total
	
	
	
	
	
	
	
	


EXHIBIT: F

Sample Income Statement for Nonprofit Organization
Income:


Donations




$__________


Membership




___________


Publications




___________


In-Kind-Donations



___________


Other Income




___________

Total Income





$__________

Expenses:


Program Services:



___________



Relief & Development

___________



Child Sponsorship


___________



Orphans



___________



Medical Projects


___________



Educational Assistance

___________


Total Program Services


___________

Management & General Expenses



___________________

___________



___________________

___________



___________________

___________

Total Management & General Expenses

___________

Fund Raising Expenses



___________________

___________



___________________

___________



___________________

___________

Total Fund Raising Expenses



___________

Total Expenses




$__________

Exhibit: G

Cash Receipt Flowchart

    Individual One                   Individual Two           Individual Three       Individual Four                  






Exhibit: H

Cash Disbursement Flowchart

Individual One         Individual Two                  Governing Board            Individual Three  














Exhibit: I

Fund Reporting Flowchart

          Foreign Recipient                                               Local US Charity
                                                               Executive Director               Board of Director

 


Exhibit: J

Fund Request and Authorization flowchart

                 Foreign Recipient                                               Local US Charity
                                                                          Executive Director         Board of Director

















Sent the application back to foreign recipient





Issue Receipt to US Charity





Receipt issued includes names





Make progress report of project





Progress report of project





Acknowledge Receipt





Acknowledge progress report of undergoing project





Review progress report, verify information, and report to Board of Directors





Progress report





Inquiries about any discrepancies and decision made





Approve the report





Transfer Funds





Fund Received and Acknowledge




















Prepare application with all supporting documents





Sent the application to Board of Director





Approved by the local Board of Director





no





yes





Sent Application





Application to be sent to Local US Charity





Review the Application and prepare Summary





Review Executive Director’s summary





Issue Board Solution and approve the fund





Approve or Disapprove Summary










































































Incoming Receipts and Mail opened by individual with no access to cash  





Use Cash Register for Currency Collection





Compare Receipt Listing, Cash Receipt Journal, and Deposit Slips





Prepare Cash Register Report





Reconciled currency to cash register total





Cash Register Report





Prepare Deposit Slip





Post to General Ledger





Records in Cash Receipt Journal








Receipt Listing





Prepare Receipt Listing





Prenumber and Issue Cash Receipt





Checks restrictedly endorsed “for deposit only” by individual who opens mail





Keep


Check Stock 





Controlled by Special Custodies





Authorized Check Signing





Record Checks in the Disbursement Journal





Compared Purchase Order Receiving and Report of Vendor Invoices





Need special disbursement approval





  no





Post to General Ledger





Prepared Check





yes





Approve Check





Checks prepared
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