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I. INTRODUCTION 
 
The purpose of these guidelines is to assist in the governance of the Meeting by 
setting forth the operational policies and procedures by which the Meeting manages 
its financial affairs.  As such, the guidelines document good accounting practices in 
handling receipts and contributions; disbursements and purchases; investments; 
endowment and restricted funds; reconciliation of accounts; record retention; 
budgeting and financial reports to the membership. 

The guidelines serve as a resource to facilitate and promote: 

1. Internal controls that assure financial system reliability and integrity; 
2. Guidance to the Treasurer, other financial personnel, and standing committees; and 
3. An annual review by the Finance Committee of the Meeting’s financial system.  

The guidelines are under the care of the Meeting’s Finance Committee, subject to the 
approval of the Committee of Trustees.  The guidelines are reviewed at least annually 
and updated as necessary. 

II. BASIS OF ACCOUNTING 
 

A. The two primary methods of financial accounting are cash basis and accrual basis 
(see Glossary in these guidelines for definitions).  The Meeting uses a modified 
cash basis, combining elements of both cash and accrual accounting. 
 

B. Because of the Meeting’s limited size and lack of complexity of operations, most 
of the financial transactions that are processed lend themselves to cash 
accounting. The source of most of the Meeting’s income consists of member 
contributions, supplemented by investment income.  Similarly, our expenditures 
generally consist of care of the Meeting’s grounds and buildings, housekeeping, 
contributions to other organizations and other routine services.  At this time the 
Meeting does not have any employees. 

 
C. Nonetheless, there are some transactions that lend themselves to accruals in order 

to facilitate good financial reporting to Meeting members. Examples of these 
transactions include contributions that are made at yearend that do not result in 
deposits until the following year.  In this example, it would be desirable to show 
the income in the earlier year, for which an accrual would be applied.  When the 
contribution is deposited in the following year, the accrual would be reversed.  
The effect of this would be that the addition to income is assigned properly to the 
earlier year and the deposit assigned properly to the following year.  An example 
of a situation in which it might be desirable to accrue a payable would be a major 
payment to a construction contractor in which the invoice is received at the end of 
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one year but not paid until the subsequent year.  By means of an accrual, the 
expense can be posted more properly to the actual time period (quarters) in which 
the service is performed. 
 

D. Also, the value of accruing a transaction can be dependent upon the amount of 
money involved.  As a general rule, the Meeting will consider an accrual if the 
amount of a transaction is $5,000 or more. 

 
III. INTERNAL CONTROLS 

 
A. Meeting officers and committees have a responsibility to ensure the good order 

of the Meeting – that the Meeting is accountable to Meeting members and 
attenders for its activities and finances.  Accountability requires that the Meeting 
comply with its “Manual of Procedures for the Sandy Spring Monthly Meeting 
of the Religious Society of Friends” (hereafter referred to as “Manual of 
Procedures”), all applicable laws, and sound practices.  The Faith and Practice 
of the Baltimore Yearly Meeting serves as a guide for the discipline of the 
Meeting. 

 
B. Internal controls are systems of policies and procedures that protect the assets of 

the Meeting, create reliable financial reporting, promote compliance with the 
Meeting’s Manual of Procedures, and achieve effective and efficient operations.  
These systems are related not only to accounting and reporting but also relate to 
the Meeting’s communication processes, internally and externally, and include 
procedures for the following: 

1. Handling receipts and disbursements of the Meeting; 
2. Preparing appropriate and timely reporting to Meeting and Meeting 

committees; 
3. Conducting an annual financial review of the Treasurer’s books and 

records; 
4. Maintaining records of real and personal property and their whereabouts; 
5. Providing for the physical security of Meeting assets;  
6. Evaluating staff and its activities; and 
7. Implementing personnel policies and conflicts of interest policies. 

 
C. Internal financial controls are described in the Meeting’s Finance Guidelines and 

are available to all Meeting members and attenders.  The Guidelines prescribe the 
controls to properly record, classify, and summarize financial transactions and 
interpret results.  
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D. Effective internal controls provide for segregation of duties.  No single individual 
should be responsible for receiving, recording, and depositing contributions; 
writing and signing checks; or handling receipts and bank reconciliations. 

E. Records should be retained in accordance with prescribed record retention policy, 
and automated files are backed up in accordance with prescribed file back-up 
policy. (See Section XVI, Record Retention and Backup.) 

 
IV. MEETING’S TAX STATUS - FEDERAL AND MARYLAND 

 
A. Federal Classification 

 
1. The Meeting is considered a tax-exempt organization and therefore 

contributions to the Meeting by a contributor/donor are deemed to be tax-
exempt. 

2. The U.S.  Internal Revenue Service (IRS), provides guidance for churches 
and other religious organizations in its Publication 1828, “Tax Guide for 
Churches & Religious Organization:” 
 
a. “Churches that meet the requirements of Internal Revenue Code 

Section 501(c)(3) are automatically considered tax exempt and are not 
required to apply for and obtain recognition of tax-exempt status from 
the IRS.” 

b. Generally, tax-exempt organization must file an annual information 
return (IRS Form 990 or Form 990-EZ); however, churches and certain 
church-affiliated organizations are not required to file. Filing of IRS 
Form 990-T is required if there is gross income from an unrelated 
business of $1,000 or more for a tax year. 

c. “Every tax-exempt organization, including a church, should have an 
employer identification number [EIN] whether or not the organization 
has any employees.” 

d. Even though the Meeting has not applied for tax-exempt status, this 
does not preclude the Meeting from receiving tax-deductible 
contributions. 

e. Per IRS Publication 1828, in order to retain its tax-exempt status, the 
Meeting may neither: devote a substantial part of its activities to 
attempting to influence legislation, nor participate in, or intervene in, 
any political campaign on behalf of (or in opposition to) any candidate 
for public office. 
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3. At least every five years, the Committee of Trustees (Trustees), the Finance 
Committee, and the Meeting Treasurer review IRS guidelines regarding tax 
exempt status to assure that the Meeting is in compliance with these guidelines.  

 
B. Maryland Classification 
 

1. The Meeting is incorporated under the laws of the State of Maryland and 
recognized as a church/exempt organization under those laws. 

2. Resident Agent -- In order to maintain its church/exempt organization status in 
Maryland, the Trustees designate a resident agent to the State; this individual 
must be a member of the Meeting and reside in Maryland. 

3. Maryland Personal Property Taxes 
 

a. The Treasurer annually files a Maryland Personal Property Return (Form 1) 
with the State of Maryland Department of Assessments and Taxation. The 
officers and the members of the Committee of Trustees of the Meeting are 
listed on Form 1. No payment is due with this annual filing. 

b. At least every five years, the Committee of Trustees and the Treasurer 
check with the Maryland Department of Assessments and Taxation to 
assure that the Meeting is in good standing with the State and that resident 
agent information is current. 

 
4. Property Taxes 

 
a. As an exempt organization, the Meeting is exempt from the payment of 

Montgomery County property taxes. However, notwithstanding this tax 
exempt status, the Meeting pays certain fees assessed by the State, such as 
Solid Waste Management, Clean Water Act, and Chesapeake Bay 
Restoration fees. 

 
5. Sales and Use Taxes 

 
a. As a religious organization, the Meeting has obtained a sales and use tax 

exemption certificate from the Maryland Comptroller’s Office. This 
entitles the Meeting to make purchases without paying sales and use tax.  

b. The Meeting Treasurer renews this tax exemption certificate every five 
years, as required, to include an acknowledgement of the Meeting’s 
exempt status and the Meeting’s Federal employer identification number. 

c. The Meeting may use its exemption certificate to purchase tangible 
personal property to be used by the Meeting to carry out its work.  This, 
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for example, includes office supplies and equipment and supplies used in 
fundraising activities. However, it may not be used to purchase items for 
the personal use of Meeting officials or employees, or to purchase items 
that may be subsequently be donated to the Meeting. 

d. The Meeting Treasurer controls the Meeting’s exemption certificate.  
Copies are provided to those authorized to make purchases for the 
Meeting, as well as guidance on limitations as to its use.  Only the 
Meeting Treasurer may make copies of the exemption certificate; 
accordingly, the Meeting Treasurer maintains a list of those to whom a 
copy of the exemption certificate has been provided. 

e. When an individual authorized to make purchases for the Meeting ceases 
to be so authorized, the individual returns the copy of the certificate to the 
Meeting Treasurer. 
 

V. DIVISION OF RESPONSIBILITIES 
 

A. The Manual of Procedures provides the following guidance: 
 
1. The Finance Guidelines are guided by the Manual of Procedures and the 

division of responsibilities in the Finance Guidelines must be consistent with the 
Manual of Procedures. 

 
2. Responsibilities set forth herein supplement those set forth in the Manual of 

Procedures.  
 

3. The Finance Committee shall revise the Finance Guidelines to conform with 
Meeting approved changes to the Manual of Procedures. 
 

B. The Trustees: 
 

1. Authorize expenditures up to $5,000 without advance Meeting approval, with 
the understanding that all such expenditures are reported to the Meeting; 

 
2. Request the Treasurer to immediately sell any securities received as a 

contribution; 
 

3. Maintain unrestricted reserves at an appropriate level; 
 

4. Temporarily designate a portion of unrestricted reserves for a designated 
purpose and may rescind such designations, both with Meeting approval; 
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5. Approve the establishment of new endowment funds; 
 

6. Implement conflict of interest policy; 
 

7. Designate individuals to conduct financial transactions on behalf of the 
Meeting; 

 
8. Approve transfers between the Meeting’s financial accounts; and 

 
9. Maintain overall accountability for Meeting personal property and may assign 

accountability to appropriate Meeting committees. 
 

C. The Finance Committee: 
 
1. Maintains the Meeting Finance Guidelines on a current basis and advises 

appropriate Meeting committees of changes; 
 
2. Administers outstanding educational loans made by the Meeting; 
 
3. Establishes a spending plan (or calendar of payments) to be followed by the 

Treasurer to allow the temporary use of unrestricted reserves to cover annual 
operating budget line item expenditures when such expenditures exceed year-to-
date unrestricted contributions; 

 
4. Approves any deviation from Generally Accepted Accounting Principles 

(GAAP); and 
 
5. Periodically reviews the Treasurer’s reconciliations with financial institutions 

with particular attention to payment recipients and support for each payment. 
 

D. The Treasurer: 
 
1. Allocates investment income to specified Meeting funds; 

 
2. Makes quarterly reports on the financial condition of the Meeting at the Meeting 

with a Concern for Business to include a Statement of Financial Position and a 
Statement of Financial Activity to be provided to Trustees, Finance Committee, 
Meeting with a Concern for Business, and committee clerks; 

 
3. For each committee with an annual operating budget, provides a quarterly report 

of all financial transactions against its annual operating budget; 
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4. Provides reports more frequently than quarterly only if there is a compelling 

reason to do so; 
 
5. Returns to contributors any contributions with unacceptable restrictions; 
 
6. Recognizes an in-kind contribution both as a Meeting contribution and 

expenditure; 
 
7. Provides an annual acknowledgement letter to each contributor; 
 
8. Files appropriate forms with the Federal and Maryland governments required for 

church/exempt organizations; 
 
9. Reconciles monthly and periodic statements from financial institutions to the 

Meeting’s books, as appropriate; and 
 

10. Assures that individuals making Meeting disbursements are not the same 
individuals who perform reconciliations with statements of financial institutions. 

 
E. The Building Care Committee: 

 
1. Establishes a rental fee schedule for use of Meeting facilities and assures that 

appropriate payments are made to the Meeting for use of facilities. 
 

F. All Committees: 
 
1. Review quarterly reports from the Meeting Treasurer of all financial transactions 

for which the committee has oversight, to assure that the reports properly reflect 
financial activity, and to report promptly any discrepancy to the Treasurer; 

 
2. Maintain records of Meeting personal property for which they have been 

assigned accountability by the Trustees; 
 

3. Approve in-kind contributions of goods and services provided to the Meeting 
after establishing the value of such goods and services; 

 
4. Retain records in accordance with prescribed record retention policy; and 
 



8 
 

5. Submit requests for reimbursement of expenses to the Treasurer on a timely 
basis. 

  
VI. CHART OF ACCOUNTS AND GENERAL LEDGER 

The Treasurer maintains the format of the chart of accounts and general ledger, in 
consultation with the Finance Committee. 

 
VII. RECEIPTS/CONTRIBUTIONS 

A. Contributions should indicate their intended purpose.  If there is uncertainty as to the 
intended purpose, there is communication with the contributors or other parties to 
establish the intended purpose.  
 
1. Unrestricted contribution to the Meeting: 

 
a. Classify an unrestricted contribution to the Meeting as a contribution to the 

annual operating budget (General Fund) of the Meeting; and 
b. Consider a contribution to the Meeting as an unrestricted contribution 

unless otherwise specified. 
 

2. Contributions to the Meeting with a contributor-imposed restriction: 
 

a. Restrictions on contributions must not be more restrictive than the then-
current restrictions imposed by the Meeting. 

b. A donor may impose any of the following restrictions on a contribution: 
 

i. Building Care Endowment Fund – Principal; 
ii. Graveyard Endowment Fund – Principal (to include contributions in 

memory of a deceased Friend); 
iii. Building Development Fund; 
iv. A line item in the annual operating budget for which the Meeting has 

approved for the receipt of designated, restricted contributions; and 
v. Restricted Meeting funds: Friends in Unity with Nature, Junior 

Young Friends, Camp Scholarship Fund, and Young Friends. 
c. A contribution to an annual operating budget line item shall be allowed 

only if the Meeting has approved such a restricted contribution generally 
as part of its annual operating budget approval process. 

d. A contribution with an unacceptable restriction shall be returned to the 
contributor.  The Treasurer prepares a transmittal letter explaining why 
the contribution cannot be accepted. 
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3. Reimbursement or payment for goods and services provided by or through the 

Meeting; 
 
a. A Meeting committee may provide goods and services to those in the 

Meeting community and others, and seek reimbursement for the cost of 
such goods and services.  Such reimbursement is accounted for as a net 
reduction of the respective committee’s annual operating costs.  
Following are examples: 
 

i. Religious Education Committee seeks reimbursement for the cost of 
participation in a particular function; and 

ii. Friends in Unity with Nature seeks reimbursement for olive oil and 
coffee sold to the Meeting community. 
 

b. The Meeting may receive rental payment for use of Meeting facilities. 
Building Care Committee seeks payment for the rental of Meeting 
facilities by outside groups in accordance with a rental fee schedule 
established by the Committee. 

 
4. A refund of an overpayment made by the Meeting is applied as an offset to the 

particular fund or operating budget line item from which the original 
overpayment was made, regardless of whether or not the refund is received 
subsequent to the year in which the overpayment is made. 
 

B. Receipts and contributions to the Meeting are classified by the method received as 
follows: 
 
1.   Checks 
 

a. Upon receipt, each check is logged in, photocopied, and prepared for 
deposit in a Meeting account at a financial institution. 

b. A check is deposited ordinarily within a week after receipt. 
c. The individual logging a check should be someone other than the one 

posting the check to the accounting system. If this is not possible, the 
Finance Committee is advised so that the Committee can introduce an 
additional level of control. 

d. Each check is recorded in such a way that all receipts from the same 
entity or donor can be aggregated on a periodic basis. 
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e. For a contribution dated in one year and deposited within the first ten 
business days of the subsequent year: 
 

i. In the earlier year, the contribution is recognized as income and an 
account receivable is posted. 

ii. In the subsequent year, the deposit is posted, as well as a reversal of 
the earlier account receivable. 
 

2. Direct deposits to a Meeting account at a financial institution 
 

a. Direct deposits are posted to the accounting system as soon as the 
financial institution monthly activity is available on-line or by mail. 

b. Any financial institution fee associated with a direct deposit is recognized 
as an expense. Such expense is not netted against the gross amount of the 
direct deposit. 

c. Each direct deposit is recorded in such a way that all receipts from the 
same entity or donor can be aggregated on a periodic basis. 
 

3. Receipts through a credit card 
 

a. These receipts are processed in the same manner as direct deposits to a 
Meeting account at a financial institution. 

 
4. Cash 
 

a. Cash collected from a collection box is counted with two individuals 
present, and each individual signs a cash collection acknowledgement 
form. The signed form is provided to the individual who makes deposits 
to the Meeting’s account at the financial institution. 

b. If an individual provides cash directly to the Treasurer or other Meeting 
representative, a cash collection acknowledgement form is prepared and 
signed in duplicate, with a copy to the individual who provided the cash. 
 

5. Securities 
 

a. A contribution of securities is made either by providing a certificate for 
each security or by making a transfer directly to the Meeting brokerage 
account.  

b. It is preferred that a contributor advise the Treasurer in advance of an 
intent to make a contribution of securities. 
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c. If certificates for the securities are received, the Treasurer takes immediate 
action to transfer the securities to the Meeting brokerage account. The 
stock certificate is endorsed by an individual designated to do so by the 
Trustees. 

d. As soon as securities are in a Meeting brokerage account, the Treasurer: 
 

i.  requests the brokerage firm to sell the securities immediately; 
ii. provides the contributor with an acknowledgement letter specifying 

the following: a description of the securities, the number of shares or 
units of each security, the date on which the contributor made the 
contribution (There is no requirement to indicate the value of each 
security, but if so indicated it should be the median value of the 
security on the date the gift was made.); and 

iii. if securities have not been sold by the “as of date” of a Meeting 
Statement of Financial Position, the Treasurer records the securities at 
the value on the date the contributor made the security contribution. 

 
6. In-kind contributions of goods and services to the Meeting for which the 

donor does not seek reimbursement: 
 

a. Do not record a contribution of a contributor’s time to the Meeting, 
b. Document an in-kind contribution of goods or services provided to the 

Meeting by an outside party, the value of which is determined by the clerk 
of the appropriate committee, with a copy of the receipt for the purchase 
of such goods or services approved by the appropriate committee clerk as 
would a request for reimbursement by the committee to the Treasurer. 

c. Recognize an in-kind contribution concurrently as a Meeting expenditure 
and contribution, and 

d. Distinguish in-kind contribution expenditures from non-in-kind 
expenditures. 

 
C.  Acknowledgement of contributions: 
 

1. The Treasurer will provide an annual acknowledgement letter to each 
contributor to comply with IRS requirements. 
 
a. The annual letter is provided to each contributor by January 31 

following the year of contribution. 
b. The letter should indicate whether or not the contributor was provided 

with any goods or services in exchange for the contributions. 
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c. The acknowledgement letter includes all contributions: 
 
i. Cash, 

ii. Checks, 
iii. Credit card payments, 
iv. Substantiated in-kind contributions, and 
v. Contributions of securities (see B.5.d.ii above) 

 
2. In addition to the annual letter, the Finance Committee assures that an 

acknowledgement letter is promptly provided for any restricted contribution 
above $1,000. 

 
VIII. TRANSFERS BETWEEN ACCOUNTS AT FINANCIAL INSTITUTIONS 

 
A. The Meeting maintains various checking, savings and investment accounts. The 

Trustees have oversight of these accounts, and designate the signers on the 
various accounts in addition to the Treasurer. 
 
1. The Treasurer can make payments as needed to meet the Meeting’s 

obligations; however, transfers between accounts in excess of $5,000 must be 
approved by the Trustees. 
 

2. Either the Treasurer or the clerk of the Finance Committee may request 
Trustees to transfer funds from one account to another in excess of the 
threshold specified above in order to meet the Meeting’s financial obligations. 
A justification for the transfer accompanies the request to Trustees. 
 

3. Trustees may request that the Treasurer make transfers between accounts of 
the Meeting, so long as this does not impair the Treasurer’s ability to meet 
the Meeting’s budgeted obligations. 

 
4. Any transfer from one account to another should be reported to both the clerk 

of Trustees and the clerk of the Finance Committee.  
 

5. As of this writing the Meetings has a checking account and a money market 
account at Sandy Spring Bank, invested funds with Friends Fiduciary 
Consolidated Funds, a money market account with Vanguard and a 
brokerage account with Vanguard. 

 
IX. DISBURSEMENTS/PURCHASES: 

A.  Entering into Contractual Agreements or Purchase Orders on behalf of the Meeting: 
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1. Trustees are authorized to enter into contractual agreements in the name of the 
Meeting. 

 
2. The Meeting or Trustees may delegate this authority to other Meeting 

committees for a specific contract or type of contract.  Such delegation is in 
writing with a copy of this delegation provided to the Treasurer. 

 
3. The cognizant committee assures that goods and services under the 

contract/purchase order are provided as stipulated in the contract/purchase 
order. 

B.  Receipt of Invoices or Requests for Reimbursement  

1.   All paper invoices and requests for reimbursement are date-stamped upon 
receipt. 

 
2.   All invoices and requests for reimbursement received electronically are retained 

electronically or printed out and treated as above. 
 

C.  The type of expenditure (see glossary for distinction between “expense” and 
“expenditure”) dictates the type of approval required for disbursement.  The 
Treasurer does not approve expenditures. Approval must be provided by a 
committee or the Meeting.   Following are the types of expenditure approval.  

1.  Regularly recurring expenditures 

There are regularly recurring expenditures that the Treasurer disburses without 
seeking specific approval, unless the amounts billed appear to be out of the 
ordinary. These may include: electric and other utilities, telephone internet 
access, copier or other equipment maintenance, water, heating fuel, newsletter 
printing, postage account renewal, subscription renewals and other expenditures 
that are initially approved by a committee and are ongoing in nature. The 
committee that initiates the ongoing expenditure advises the Treasurer of what is 
usual and customary for these expenditures. The Treasurer contacts the 
appropriate committee clerk if there is a change in the amount the Meeting is 
charged for any ongoing expenditure that does not require explicit approval. 

2.  Expenditures to other organizations explicitly provided for in Meeting approved 
annual budget. 

a.  The Treasurer pays budgeted contributions as funds become available 
b.  The Treasurer pays the approved apportionment to Baltimore Yearly Meeting 

in four payments during the year. 
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3.   Other Expenditures 

a.  All disbursements are approved by the clerk of the committee to be charged 
with the expenditure. A committee may designate another committee member 
to approve disbursements if the designation is provided in writing to the 
Treasurer. The approval includes supporting documentation that explains the 
expenditure. This is accomplished on a paper expense voucher supplied by the 
Meeting, or via email to the Treasurer. An individual may not approve a 
proposed disbursement if such individual is the proposed payee. 

D.  Supporting documentation for requests for reimbursement by committees should 
include the approval document and accompanying receipts, and are maintained by the 
Treasurer. The Treasurer also retains a copy of the invoice for payment of each 
routine expenditure. 

E.  Disbursements that would exceed a committee’s annual operating budget. 

1.  The Treasurer advises the clerk of a committee if a disbursement would result in 
the committee going over budget, or close to going over budget.  

2. A committee requests an increase to its budget, through the Finance Committee. 

3.  The Finance Committee may approve a committee exceeding its annual 
operating budget if there is an offset elsewhere in the Meeting’s annual operating 
budget. The Finance Committee advises Trustees of any such approval. 

4.  Upon recommendation by the Finance Committee, Trustees may approve a 
transfer of as much as $5,000 from Unrestricted Reserves to meet an 
unanticipated need. 

F. Accounting for Disbursements 

1.  Disbursements for goods and services typically are recognized as increases to 
expenditures and reductions to bank balances.  Following are three exceptions: 

a. Disbursements for goods and services that will have a significant benefit in a 
future year, may be accounted for as a prepaid expense rather than as an 
expense. 

b. Disbursements for which an account payable had been previously set up 
require a reversal of the account payable entry, rather than a direct charge as 
an expense.  

c. Accounting for Disbursements to Third Parties Subsequently Cancelled 
 

i. If cancelled in the same year that the original disbursement was made, 
treat as a reversal against the annual operating budget line item or 
restricted fund that was originally charged. 
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ii. If cancelled in a year subsequent to the year in which the original 
disbursement was made: 

 
a) treat as an increase to the General Fund if an annual operating budget 

item; or, 
b) treat as an increase to the restricted fund that was originally charged. 

G.   Also, the Treasurer: 

1.  Does not issue a check to himself or herself (this applies provisions to all 
authorized check signers). 

2. Makes disbursements ordinarily on a weekly basis adhering to the above 
guidance. 

3.  Makes every reasonable effort to avoid the Meeting incurring late payment 
charges. 

4.  Seeks assistance of the Finance Committee to obtain necessary approval if the 
Treasurer does not receive timely approval of a proposed disbursement.  The clerk 
of the Finance Committee, if necessary, may approve the proposed disbursement.  

5.  Retains all cleared and voided checks.  

6.  Provides for any significant item of personal property acquired by the Meeting, a 
copy of the paid invoice to the related committee and advises the committee of its 
continuing accountability for the personal property.  If it is not clear which 
committee has accountability for the personal property, the Trustees will be asked 
to determine which committee has accountability. 

7. Questions any request for expenditures that appear not to fall within the approved 
annual operating budget. Such requests must be approved by the Meeting. 

 
X. PROPERTY, PLANT, AND EQUIPMENT (PPE) 

A. The Meeting, through its committees, maintains accountability for all property, 
plant, and equipment (PPE) acquired by the Meeting whether by purchase or by gift. 
This includes, but is not limited to: 

 

1. Office furniture and equipment, 
 

2. Classroom furniture and equipment, 
 

3. Computer hardware, 
 

4. Computer software, and 
 

5. Appliances.  
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B. PPE Log 
 

1. Although PPE is not capitalized and depreciated over the useful life of each 
item, Trustees (or a member appointed by Trustees, will maintain a master log 
of all PPE. 

 
2. Upon the acquisition (purchase or gift) of PPE the cognizant committee and the 

Treasurer advise Trustees of such acquisition so that it can be added to the PPE 
log. 

 
3. The log for each item includes the date of acquisition (purchase or donation), 

item description, cost or fair market, donor or funding source, identification 
number, expected life of the item, location of the property, major repair 
history, maintenance requirements, warranty information, and serial number. 
 

4. Trustees are advised by the cognizant committee of the disposition of an item 
on the PPE Log so that appropriate notation can be made on the log. 

 
5. If a PPE item is relocated, Trustees are advised and the actual location and the 

relocation duration noted in the log. 
 

C. PP&E Inventory 
 
1. Trustees oversee the inventory of all PPE at least every three years, 

coordinating such effort with cognizant committees. 
 

2. For any items that are missing or in disrepair, a determination is made for 
action needed and noted on the PPE log.  

 
XI. LOANS RECEIVABLE 

 
A. The Meeting may authorize certain committees to make loans.  The respective 

committees provide copies of the loan agreements to the Treasurer.  Each loan 
agreement specifies whether there is interest to be charged on the loan and the rate 
of interest.   

 
B. Upon the making of a loan, reduce the balance of the fund from which the loan is 

made and establish a loan receivable on the Meeting books. 
 
C. Upon each repayment on a loan:  
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1. Calculate the portion of the repayment, if any, to be applied to interest; 
 
2. Apply a repayment first to interest and then to principal; 
 
3. Post the principal repayment portion to the accounting system so as to increase 

the balance of the fund from which the loan was made and reduce the loan 
receivable balance; 

 
4. Do not post the interest portion of any repayment to the loan receivable, but 

post as either investment income of the Meeting or to the fund from which the 
loan was originally made; and 

 
5. The cognizant committee sends an acknowledgment letter to the borrower 

indicating the amounts applied to interest and principal. 
 

D. Forgiveness of a loan: 
 

1. The cognizant committee, in consultation with the Treasurer and the Finance 
Committee, may recommend to Trustees the forgiveness of the entire 
outstanding balance or a portion of a loan. 

 
2. Trustees act to approve or disapprove the recommendation for the forgiveness 

of a loan. 
 

3. For any loan forgiven, the amount of the loan forgiveness is posted as a 
reduction of the loan receivable balance and as a loan forgiven expense. 

 

XII.  LOANS PAYABLE 
 

A. Trustees may authorize loans for specific purposes approved by the Meeting; e.g., 

increase to the assets of the Building Fund. Copies of the loan agreements are 

provided to the Treasurer. Each loan agreement states whether interest is to be 

charged on the loan and the rate of interest (if applicable), and includes a loan 

repayment schedule. 

B. Trustees maintain the loan repayment schedule, specifying the payee name, 

mailing address, payment amount, and portion of the repayment, if any, to be 

applied to interest.   
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C. For each loan repayment, the Treasurer will: 

1. Calculate the portion of the repayment, if any, to be applied to interest; and 

2. Apply the repayment first to interest expense and second to principal, by 

posting the interest portion of the repayment as an expense; and the principal 

portion of the repayment as a reduction of the loan payable balance.  

D. If interest is paid to the lender, the Treasurer will issue to the lender an IRS Form 

1099-INT, “Interest Income,” to indicate the interest that was paid in the prior 

year, noting the lender’s federal tax identification number, and will send the IRS a 

copy of the Form 1099. 

E. Forgiveness of a loan: 

1. A lender may forgive the repayment of all or a portion of a loan payable; 

2. Such forgiveness would be evidenced by written communication to Trustees 

from the lender or lender’s legal representative; 

3. Trustees act to approve or disapprove the request for the forgiveness of a 

loan; 

4. Trustees provide written communication to the lender as to action taken on 

the request for forgiveness; 

5. If Trustees approve the request for the forgiveness of a loan, a copy of the 

written communication to the lender is provided to the Treasurer; and  

6. For any loan forgiven, the amount of the loan forgiveness is posted as a 

reduction of the loans payable balance and as an increase in contributions to 

the Meeting. 

 
XIII. INVESTMENT AND ENDOWMENT FUNDS 

A. Responsibility for investment decisions: 
 

1.   Trustees oversee investment decisions. 
 
2. Trustees determine appropriate changes to Meeting investment policies, and 

advises the Finance Committee in a timely manner so that such changes are 
reflected in the Finance Guidelines. 
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3. Investment policies are applicable to the investment of all Meeting funds 
including operating, endowment, restricted funds, and unrestricted reserves. 
 

B. Investment Objectives: 
 

1. Maintain and preserve the Meeting’s buildings and grounds over the long term, 
including possible future expansion and/or improvements. 

 
2. Generate investment income to enhance the Meeting’s ability to fund its 

current and future priority activities, over and above the annual operating 
budget and inflation. 

 
C.    Investment Management: 

 
1. Investment decisions are guided by Friends’ sense of social responsibility as 

expressed by the Meeting, and by the “prudent person” rule. 
 
2. Diversification and reasonable asset allocation of investments are sought. 

 
3. Investments that are not of investment grade, such as junk bonds, highly 

speculative stocks, futures contracts, and options (puts and calls) are avoided 
 

4. Efforts to influence the behavior of corporations are not a primary function, but 
may occur incidentally in the process of making inquiries regarding social 
responsibility. 

 
5.  Endowment funds (principal and interest), restricted funds, and unrestricted 

reserves are ordinarily pooled, and the resultant investment income and 
expenses are allocated on a proportionate basis.  
 

D.  Endowment Funds: 
 

1. The Meeting currently has two endowment funds: Graveyard, and Building 
Care. 
 

2. The Trustees may approve the establishment of further endowment funds, but 
in no case shall approve the establishment of an endowment fund of less than 
$50,000. 
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E. Restricted Funds: 
 

1. The Meeting may establish special purpose restricted funds.  Also, donors 
may designate contributions to such a restricted fund, but only if the Meeting 
specifically approves the making of such restricted contributions. 

 
2. The Meeting shall establish the expected life of a restricted fund at its 

inception. 
 
3. Following are the restricted funds that have been established: 

 
a. Provision for Plant Replacement, Renewal, and Special Maintenance 

(PPRRSM) – This fund provides for adequate funding to manage 
deferred maintenance in the short term, and maintain the Meeting 
facilities in good condition. 

b.   Building Development Fund  
c.   Camp Scholarship Fund 
d.   Junior Young Friends 
e.   Friends In Unity with Nature 
f.   Young Friends 
g.   Undistributed Investment Income 
  

4. Termination of a restricted fund requires the approval of the Meeting, and 
transfer of any remaining balance of such fund will be made to the General 
Fund. (See Section XIV) 

 
F. Allocation of Investment Income: 

 
1. Allocate investment income, to include interest, dividends, and realized gains 

and losses on disposition of investments.  Do not allocate unrealized gains and 
losses on securities; such gains and losses are identified separately within 
unrestricted reserves. 

 
2. Allocate net investment income (investment income less investment expenses) 

on a semi-annual basis to the following: 
 

a. Endowment funds (principal and income) and 
b. General Fund (exclusive of unrealized gains and losses). 
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3. Allocate the investment income of endowment funds separately to principal 
and accumulated income.  

 
a. Base the allocation on the average of the beginning and ending balance of 

the designated funds in paragraph F2 above for the six-month period 
ending June 30th and December 31st. 

b. If the net investment income is negative, allocate to all designated funds 
except to the endowment funds (principal and accumulated income). 

 
X1V GENERAL FUND AND UNRESTRICTED RESERVES  

 
A. The Meeting’s General Fund receives all unrestricted contributions and other 

income earned by the Meeting.  The sources of funds for the General Fund are: 
 

1. Annual operating budget surplus; 
 

2. Net investment income allocated to unrestricted reserves; 
 

3.   Transfers from endowment income funds for expenditures that are consistent 
with the purposes of the particular endowment funds (such transfers shall be 
identified as “releases from endowment income” and will be included as 
income in the year released); 

 
4.  Unrealized gains and losses on securities. 

 
5. Transfers from temporarily restricted funds for expenditures that are 

consistent with the particular purposes of the restricted funds (such transfers 
shall be identified as “releases from restricted funds” and shall be included as 
income in the year released.) 

 
B. The Meeting sets aside a portion of the General Fund as Unrestricted Reserves 

for the following purposes: 
 

1. Provide for repairs and non-recurring expenditures for the physical facilities 
of the Meeting and other miscellaneous expenditures of the Meeting. 

 
2. Make major recurring and non-recurring gifts and loans to Friends 

organizations and other special projects. 
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3. Absorb shortfalls in annual unrestricted contributions to cover expenditures 
in the Meeting-approved annual operating budget. (See Section XI D.) 

 
4. Lessen the need for the Meeting to make financial appeals to the Meeting 

community when emergency repairs or other appeals arise. 
 
5. Provide an investment base to generate income to partially support the above 

purposes of Unrestricted Reserves. 
 

C.  Responsibility of Trustees for oversight of Unrestricted Reserves: 
 

1. Maintain Unrestricted Reserves at appropriate levels. 
 
2. Maintain balance of Unrestricted Reserves at or above the threshold 

approved by the Meeting, except to address liability insurance deductibles or 
other truly urgent items. 

 
3. May expend funds from Unrestricted Reserves to cover emergency repairs to 

the Meeting’s physical plant up to the $5,000 threshold approved by the 
Meeting, but must seek Meeting approval for expenditures greater than the 
threshold, except for truly urgent items.  All such expenditures must be 
reported to the Meeting. 

 
4. May designate a portion of the General Fund for a designated purpose on a 

temporary basis with Meeting approval. Trustees also may rescind such 
designation with approval of the Meeting. 

 
D.  Use of Unrestricted Reserves: 

 
1. Temporarily and permanently restricted funds and income from endowment 

funds may be used to pay for expenditures, if the expenditures fall within 
the restrictions imposed on the use of the restricted funds or endowment 
fund income.  In such cases, there is a release from the respective fund to 
Unrestricted Reserves to cover the expenditure(s). 

 
2. Unrestricted reserves may be made available temporarily to cover an 

expenditure in the approved annual operating budget under the following 
circumstances: 

 
a. Year-to-date operating budget expenditures exceed the year-to-date 

unrestricted contributions; 
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b. The timing of the expenditure is consistent with the “spending plan” 
(or calendar of payments) approved by the Finance Committee 
consistent with Meeting approval of the annual operating budget.  

c. A delay in making the expenditure would result in a penalty to the 
Meeting or significantly adversely impact the party to whom the 
expenditure is proposed; 

d. The expenditure would: 
 

1) Not bring the balance of Unrestricted Reserves below the threshold 
cited in paragraph C.2 above; or  

2) The Meeting has approved the Trustees’ recommendation to bring 
the balance of Unrestricted Reserves below the threshold cited in 
paragraph C.2 above; and there are sufficient funds in the Meeting 
checking account. 

XV. RECONCILIATIONS/REPORTS/REVIEWS  
 

A. Reconciliations of Accounting System 
 

1. Statements received from the Meeting’s bank and other financial institutions 
are reconciled each month to the corresponding accounts of the Meeting’s 
accounting system. Statements of investment accounts are checked monthly for 
accuracy. Credit card charges and any other fees charged by financial 
institutions are recorded as an expenditure, not as a reduction of income. 

 
2.   All other asset and liability accounts are reconciled each quarter. 

 
B. Financial Statements and Other Reports to Membership 

 
1. The Treasurer issues two financial statements quarterly, a Statement of 

Activities, and a Statement of Financial Position.  The Statement of Activities 
includes a comparison of year-to-date activity with activity for the comparable 
period in the prior year as well as a comparison with the current year budget.  
The Statement of Financial Position includes a comparison with the assets and 
liabilities for the same “as-of-date” in the prior year. 

 
2. Financial statements are made available to members of the Meeting on a 

quarterly basis, and are distributed no later than the third week of the month 
following the report period.  In addition, the statements are available at 
meetings of the Finance Committee and the Monthly Meeting for Business, at 
which they are reviewed by the Treasurer with Meeting members each 
quarter. 
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3. Early each year, the Treasurer issues a Statement of Activities and Statement 

of Financial Position for the year just ended.  Copies of these statements are 
provided to all members of the Meeting, to the Baltimore Yearly Meeting, 
and to all others who request a copy.  

 
4. Each quarter, the Treasurer also distributes to each Committee clerk a report 

of actual expenditures (and revenue, if appropriate) transactions of the 
Committee and a comparison to the current year Committee budget. 

 
5. The Treasurer may be called upon to issue additional reports on an 

occasional basis, as circumstances require.  Every effort should be made to 
reduce the generation of intra-period reports unless there is a compelling 
argument otherwise, and the content of intra-period reports should be limited 
in scope to what has been requested.  

 
6. Amounts in all financial reports should be rounded to the nearest dollar, and 

each report should be no longer than one page in length whenever possible. 
Presentation of reports should highlight those aspects that are significant; 
e.g., deviations from budget. If there are items in a report that are out of the 
ordinary, they should be footnoted. 

 
C. Review by Meeting of its Finances 
 

1. The Finance Committee meets regularly to discuss the Meeting’s finances and 
items of business.  The Treasurer and Finance Committee Clerk provide updates of 
financial activity to the Meeting each month. 

 
2. Each Spring, the Finance Committee arranges for a review of the Meeting’s 

financial performance, procedures and records for the prior year to assess the 
adequacy of these practices.  An important aspect of the review is to assess the 
adequacy of internal controls.  Upon completion of the review, the Committee 
shares any recommendations with the Trustees and other committees. 

 
D. Baltimore Yearly Meeting (BYM) Apportionment Questionnaire: 

 
 In the first few months of each year, BYM requests the completion by the Meeting’s 

Finance Committee of an Apportionment Questionnaire.  BYM applies a formula to 
the information provided by all BYM monthly meetings to establish each meeting’s 
annual apportionment amount for the following year.  (In the case of our Meeting, 
quarterly payments are made to BYM starting in January of the following year.)  The 
Treasurer and the Finance Committee are jointly responsible for submission of the 
completed questionnaire.  Following is the information requested in the BYM 
questionnaire: 
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1. Total number of contributing households, 
 
2. Households making small contributions (less than $100), 
 
3. Household contributed dollars – dollars received for operating budget, 
 
4. Total investment income, and 
 
5. Restricted investment income (restricted by donors).  

 
XVI.  RECORD RETENTION AND BACK-UP 

A. All financial records, printed and electronic, are retained for seven years. At the end 
of the first quarter of each year, records beyond the seven-year period are discarded. 
 

B. Accounting transactions are stored automatically in servers remote to the Meeting’s 
offices (“the cloud”).  In addition, a backup is made to the Treasurer’s computer hard 
drive or external hard drive each month. 
 

XVII. CONFLICT OF INTEREST POLICY 

All Meeting members are expected to avoid actual or potential conflicts of interests in 
dealings with the Meeting. Further, all Friends are expected to act in the best interests of 
the Meeting when fulfilling their duties as staff members or as volunteers. 

An actual or potential conflict of interest occurs when a Friend is in a position to 
influence a decision that may result in a personal gain for that Friend, an entity associated 
with that Friend, or for a relative as a result of Meeting’s business dealings. For the 
purposes of this policy, a relative is any person who is related by blood, adoption, 
marriage or committed partnership, or whose relationship with the employee is similar to 
that of persons who are related by blood, adoption, marriage or committed partnership. 

Any Friend who has any influence on transactions involving purchases, contracts, or 
leases that might result in personal gain for the Friend, associated entity, or a relative 
must disclose, as soon as possible, to the Clerk of Trustees the existence of any actual or 
potential conflict of interest so that safeguards can be established to protect all parties. 

Any Friend serving on a Meeting Committee that contracts for goods or services on 
behalf of the Meeting must not take part in any committee decision involving a contract 
with a business in which the Friend or a relative of the Friend holds any significant 
beneficial interest. The nature and extent of such a beneficial interest must be disclosed to 
the members of the committee making the decision. 

Personal gain may result not only in cases in which a Friend, associated entity, or relative 
has a significant ownership in a firm with which the Meeting does business, but also 
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when a Friend, associated business, or relative receives any kickback, bribe, substantial 
gift, or special consideration as a result of any transaction or business dealings involving 
the Meeting. 

The intent of this policy is to uphold the high standards of transparency and integrity that 
the Meeting always has expected of Friends. Nevertheless, the policy should be 
interpreted with a standard of reasonableness. Thus, failure to disclose conflicts involving 
very small amounts of money or failure to make formal disclosure of relationships that 
are well known to all parties involved will not be deemed to be violations of this policy. 

 
XVIII.  INSURANCE COVERAGE 
 

A. The Meeting maintains insurance coverage to protect itself against adverse financial 
risks, and the Trustees assure that the Meeting maintains adequate levels of insurance. 
 

B. Following are the types of insurance that the Meeting maintains: 
 

1. General liability insurance – to cover damages that the Meeting might be ordered 
to pay. 
 

2. Property insurance – to cover risks to its property (rented or owned) that the 
Meeting might incur in the event of fire, earthquake, vandalism, storm, flood, or 
similar event, to include: 

 
a. Fixtures (e.g. lighting systems or carpeting), 
b. Furniture, 
c. Computers and accessories, and 
d. Supplies. 
 

3. Automobile liability insurance (as appropriate) – to cover injuries a driver on 
Meeting business might cause to other individuals or property.  The Meeting 
complies with personal injury protection and uninsured/underinsured motorist 
coverage required by the state of Maryland. 

  
4. Trustees and officers insurance – to provide insurance protection in event trustees 

and/or officers are named personally in legal action against the Meeting alleging 
fraud or financial mismanagement. (Some individuals may have limited coverage 
under their own insurance policies.) 

 
5. Professional liability insurance – to protect against liabilities resulting from 

mismanagement of the Meeting, as well as workplace-related claims such as 
discrimination or sexual misconduct. This coverage needs to apply not only to 
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trustees and officers but also to other Meeting members and attenders and paid 
staff. 

 
6. Builder’s risk insurance – to indemnify against damage to buildings or structures 

while they are under renovation should such buildings or structures sustain 
physical loss or damage from a named cause. 

 
7. Workers’ compensation insurance (as appropriate) – required by the Federal and 

Maryland governments when the Meeting has one or more employees. 
 

C. Trustees establish the appropriate deductible for each type of insurance coverage – 
how much the Meeting will have to pay in out-of-pocket expenses before the 
insurance is in force (a higher deductible might reduce the premium at an undue risk 
to the Meeting). 

 
D. The Trustees must be mindful of the types of losses or property damage that are not 

covered by an insurance policy and assess how the Meeting will address them. 
 
E. All contractors providing service to the Meeting should submit to the Meeting 

certificates of liability insurance and workers compensation insurance. 
 

 
XX. GLOSSARY 
 
Account Payable – Represents the amount owed to others for goods or services received by the 
Meeting.  The amount owed is typically evidenced by a bill from the third party.  
 
Account Receivable – Represents the amount owed the Meeting for goods or services provided 
by the Meeting (e.g. amount owed by third parties for rental of the Community House).  Usually 
the third party has been billed by the Meeting for the goods or services provided. 
 
Accrual Basis --Accrual accounting attempts to match income and related expenses in the same 
period, regardless of when the cash is received or disbursed. The Meeting may account for 
income and expenses on a modified cash basis – which means that the Meeting is mostly on a 
cash basis except for possible year-end adjustments to accrual. 
 
Accrued Liability –Represents goods or services received by the Meeting for which the amount 
of payment is not yet due or payable. It is similar to an account payable except that it is not 
evidenced typically by a bill from a third party. 
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Accrued Receivable – An accrued receivable is similar to an account receivable except that the 
Meeting has yet to bill the third party for the goods or services provided. 
 
Acknowledgement of Contribution – A contribution to the Meeting is acknowledged when it is 
received in a manner that comes to attention of the donor.  The Meeting must provide each donor 
with an acknowledgement letter at the time of receipt of the contribution or no later than January 
31 of the year following the receipt of the contribution(s).  The IRS requires that the 
acknowledgement be in writing for each contribution greater than $250. 

 
Allocation of income – The income earned by the Meeting from investments is periodically 
allocated to certain Meeting funds.  Investment income to be allocated includes interest, 
dividends, and gains and losses on the disposition of investments.  
 
Asset -- An asset is an item of current or future economic benefit to the Meeting.  Examples 
include: cash, investments, accounts receivable, prepaid expenses, buildings, furniture, and 
equipment.  
 
Balance Sheet -- See “Statement of Financial Position.” 
 
Capitalization – Capitalization is the act of recording the cost of an asset acquired in the 
Meeting’s books rather than expensing it in the year purchased.  A capitalized asset is normally 
depreciated over its useful life of several years.  Currently the Meeting does not capitalize 
acquisitions.  
 
Cash – Cash represents currency, coins, and Meeting balances at banks and other financial 
institutions. Cash is a current asset. 

Cash basis -- Cash basis accounting recognizes income and expenses when the cash is received 
or disbursed as distinguished from accrual basis of accounting.  The Meeting typically 
recognizes income and expenses on a cash basis. Also see definition of “Accrual Basis.” 

Chart of Accounts -- A chart of accounts is a list of all accounts set up to classify the Meeting’s 
accounting transactions.  Each accounting transaction is distributed to at least two accounts. 

Contribution -- A contribution is revenue or income received from an individual or an 
organization with no products or services provided by the Meeting in direct exchange for the 
funds. A contribution often is referred to as a donation. 
 
Contributor – An individual or an organization making a contribution or donation to the 
Meeting.   The terms “contributor” and “donor” are used interchangeably. 
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Deferred revenue or income – See “Temporarily Restricted Net Asset”.  
 
Depreciation -- Depreciation represents a non-cash expense associated with reducing a fixed 
asset’s value due to general wear and tear over its economic life. Depreciation is an 
approximation of the amount needed to replace fixed assets. Depreciation is not applicable if a 
purchase of a building, furniture, or equipment is recognized as an expense at the time of 
purchase.  The Meeting typically does not account for depreciation.  
 
Direct Deposit – A direct deposit is a deposit of money directly into a Meeting account at a 
financial institution by a contributor or other party making payment to the Meeting.  A direct 
deposit is most commonly made by means of electronic funds transfer. 
 
Disbursement --   A disbursement is a payment made by cash, check, electronic funds transfer, 
or other means to an intended recipient. “Disbursement” is used interchangeably with 
“Expenditure” and “Payment.” 
 
Donation – See “Contribution.” 
 
Donor – See “Contributor.” 
 
Endowment Fund -- An endowment fund may be established by the Meeting, but must be 
funded directly by contributors (the Meeting may not use its own funds). The corpus of an 
endowment fund is permanently restricted and cannot be used; only the investment income 
earned by an endowment fund is available for its intended use. 
 
Endowment Income – The income earned by an endowment fund can be used for the specified 
purpose established for the endowment fund.  
 
Expenditure – An expenditure is a disbursement or payment of cash or cash-equivalent and can 
be for the payment of expenses, purchase of an asset, or reduction of a liability. 
 
Expense – An expense represents the consumption of an asset or the incurring of a liability.  
Therefore, the actual payment of a liability would not be considered an expense, as the expense 
would have previously been recognized. 
 
Fund –A fund is a sum of cash or other assets set aside for a specific purpose or objective from 
Meeting operating expenses or to funding various Meeting activities, e.g. the Meeting has 
established a endowment fund for the Graveyard and a fund for Young Friends.  
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Financial Review -- A financial review constitutes a review of accounting procedures, an 
examination of the security and safeguards in respect to financial documents and accounting 
procedures, and an examination of necessary fiscal documents, and a limited review of financial 
transactions.  Unlike an audit, it does not involve independent testing of accounting transactions.  
 
GAAP -- Generally Accepted Accounting Principles is a technical term encompassing 
conventions, rules, and procedures governing acceptable accounting practice. The Financial 
Accounting Standards Board promulgates GAAP.   Many non-profit organizations such as the 
Meeting choose to "opt out" in whole or in part to GAAP practices as they operate on a cash 
basis, as opposed to an accrual basis. 
 
General Fund – All unrestricted contributions and other Meeting income go to the General Fund 
from which the approved operating budget expenditures are funded.  Portions of the General 
Fund may be set aside for specific purposes such as to fund Unrestricted Reserves.  The balance 
of the General Fund may not have a negative balance. 
 
Holdback -- A holdback or retainer is a percentage of a payment to a major contractor that must 
be held back for a stipulated length of time to ensure all parties working on a contract are paid. It 
would be appropriate that a holdback would apply to the payments to the contractor for the 
renovation of the Meeting Community House. 
   
Income – Income is the total amount of contributions and fees received by the Meeting.  As used 
in these Finance Guidelines, income is synonymous with “revenue”.  In a non-Meeting context, 
net income could be defined as the net of revenues and expenses for a period of time.  The period 
in which income is recognized will depend on whether amounts received by the Meeting are 
recognized on an accrual or cash basis. A reimbursement received by the Meeting would not be 
considered as income but as an offset against expenses. 
 
Income Statement -- See “Statement of Activities.” 
 
In-Kind Contribution – An in-kind contribution is a contribution of goods or services that 
would be purchased by the Meeting if they had not been provided by contribution. It does not 
include services provided by individuals with specialized skill.  An in-kind contribution is 
sometimes referred to as “donation-in-kind” or “contributed services”. An in-kind contribution 
must be concurrently recognized as an in-kind expenditure. 
 
Internal Controls – Internal controls are systems of policies and procedures that protect the 
assets of the Meeting, create reliable financial reporting, and achieve effective and efficient 
operations. 
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IRS – Internal Revenue Service, U.S. Department of the Treasury 
 
Investment income – Investment income is income derived from interest, dividends, and gains 
or losses from the sale of Meeting investments. 
   
Liability – A liability is what the Meeting owes to others, including accounts payable, accrued 
liabilities, mortgages, and other obligations to pay. 
 
Loan Receivable – A loan receivable is the outstanding balance of the amount lent by the 
Meeting to an entity or person usually for a specified period of time and typically with interest. 
The Meeting has historically made educational loans, personal assistance loans, and loans to 
Friends organizations.  
 
Management Controls -- See “Internal Controls.” 
 
Meeting – Sandy Spring Monthly Meeting of the Religious Society of Friends. 
 
Meeting Restricted Fund – A Meeting restricted fund is a fund established by the Meeting for a 
specific purpose or objective of the Meeting.  The funding source for a Meeting restricted fund is 
Unrestricted Reserves or another Meeting restricted fund, or allocated investment income.  The 
Meeting may release a Meeting restricted fund from the imposed restrictions at a later time. 
 
Net Assets – Net assets represent total assets less liabilities. Net assets may be (1) unrestricted, 
(2) designated or reserved by the Meeting for a specified purpose, (3) temporarily restricted by a 
donor, or (4) permanently restricted by the donor.  
 
Operating Budget – An operating budget is a detailed estimate of annual projected income and 
expenses that is reviewed and approved by the Meeting before it becomes final.  The operating 
budget usually does not include the acquisition of capitalized assets. 
 
Payment – See “Disbursement” and “Expenditure”. 
 
Receipt -- A receipt is an amount actually received by the Meeting to include a contribution, a 
fee, and a reimbursement from others.  A receipt for a contribution or a fee would be recognized 
as income if income is recognized on a cash basis.  If income is recognized on an accrual basis, 
there could be a timing difference as to when a receipt is recognized as income. A 
reimbursement receipt would not be considered as income. 
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Reimbursement   -- A reimbursement can be made to or received by the Meeting.  The Meeting 
may receive a refund of a previously made payment.  The Meeting may also make a payment to 
an individual for an expense incurred on behalf of the Meeting. 
  
Restricted Contribution -- A restricted contribution is a contribution made to the Meeting 
where the donor has placed a restriction on how the contribution is to be used.  The restriction 
must be consistent with a purpose approved by the Meeting. 
 
Revenue – See “Income.” 
 
Security – A security is a financial instrument that represents an ownership in a publicly traded 
corporation (stock), a creditor relationship with a governmental body or corporation (bond), or a 
bank certificate of deposit.  The Meeting may invest in securities.  The Meeting may also receive 
a contribution of securities, although a contribution of securities is ordinarily immediately 
converted to cash. 
 
Spending Plan - - A spending plan reflects the timing of the payments to be made against the 
annual operating budget recognizing that the receipt of contributions is skewed toward the end of 
the year. [This may not be a standard definition of a spending plan] 
 
Statement of Activities -- A Statement of Activities reflects the income and expenses of the 
Meeting for a specified period of time.  In the commercial sector the Statement of Activities is 
often referred to as an Income Statement or a Profit and Loss Statement. 
 
Statement of Financial Position -- A Statement of Financial Position shows the Meeting’s 
financial position (assets, liabilities and net assets) as of a particular date.  It is also referred to as 
a Balance Sheet. 
 
Tax-Exempt --   The Meeting is classified as a tax-exempt organization.  For this reason a 
donor’s contribution to the Meeting will generally qualify as a charitable contribution on the 
donor’s income tax return.  Further, the Meeting is not subject to Maryland or Federal income 
taxes.  Purchases made by the Meeting are not subject to Maryland sales taxes if appropriate 
Maryland tax-exempt certificate is presented at time of purchase. 
 
Temporarily Restricted Fund – A temporarily restricted fund is a Meeting fund which is 
intended to be restricted for only a limited period of time and purpose.  Also see “Meeting 
Restricted Fund.”  A temporarily restricted fund consists of temporarily restricted net assets. The 
restriction may be imposed only by the donor, not by the Meeting. 
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Temporarily Restricted Net Asset – A temporarily restricted net asset represents deferred 
revenue or income from someone in the Meeting community before it is earned.  This situation 
creates an obligation, and thus a liability, for the Meeting to provide goods or services in the 
future.   
 
Transfer – A transfer is the movement of assets from one Meeting account at a financial 
institution to another.  A transfer can also be the movement from one Meeting fund to another 
without necessarily requiring a movement of assets between financial institutions. 
 
Unrestricted Contribution – An unrestricted contribution is a contribution made to the Meeting 
where the donor does not place a restriction on how the contribution is to be used.  Such a 
contribution must be used for a purpose approved by the Meeting. 
  
Unrestricted Reserves -- Unrestricted reserves is one of the Meeting’s funds and has as its 
source the General Fund.  The Unrestricted Reserves Fund is used to absorb a shortfall in annual 
unrestricted contributions to cover expenditures or to cover major unexpected expenditures and 
budget overages.  The Meeting establishes a threshold as to the target minimum level balance for 
the Unrestricted Reserves Fund. 
 


	A. The Meeting, through its committees, maintains accountability for all property, plant, and equipment (PPE) acquired by the Meeting whether by purchase or by gift. This includes, but is not limited to:
	E. Forgiveness of a loan:
	1. A lender may forgive the repayment of all or a portion of a loan payable;
	2. Such forgiveness would be evidenced by written communication to Trustees from the lender or lender’s legal representative;
	3. Trustees act to approve or disapprove the request for the forgiveness of a loan;
	4. Trustees provide written communication to the lender as to action taken on the request for forgiveness;
	5. If Trustees approve the request for the forgiveness of a loan, a copy of the written communication to the lender is provided to the Treasurer; and
	6. For any loan forgiven, the amount of the loan forgiveness is posted as a reduction of the loans payable balance and as an increase in contributions to the Meeting.



