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Auditing Committee 
Monday, June 23, 2014                 10:00 – 11:00am 

Bally’s - Silver 
 
 

Good morning and welcome to this session reviewing the importance and function of 

the Auditing Committee.  We should have some time at the conclusion of this presentation to 

have a short question and answer session, if need be. 

Personally, I believe that Lodges with active and well-functioning committees tend to 

be stronger in many ways than Lodges with few or no functioning committees.  They are 

often stronger in terms of having more members, more activities, more money and more 

respect in their communities.  On occasion, one of these seemingly ideal Lodges will 

catastrophically fail.  Virtually in the blink of an eye, the so-called wonder Lodge becomes “I 

wonder where it went”. 

At the post mortem, these defunct Lodges have strikingly similar characteristics.  The 

now dead lodge’s Membership programs were healthy.  Their Heart of the Community 

programs were healthy.  Family Activities programs were healthy.  The Communication and 

Public Relations Committee programs were healthy.  Frighteningly often, even Member 

Participation was healthy, and on, and on, and on…. 

Until… Protection Committee – TERMINAL! 

Now relax, I know some of you want to say we aren’t ever told about a Protection 

Committee.  If you’ve attended Leadership or Officer training you’ve heard about it.  If 

you’ve read the General Laws you’ve heard about.  You may not remember it because it’s 

not so flashy as Membership or Heart of the Community, but in the end it, it appears much 

more important than most people have given it credit for. 

Why, you may ask? 
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Well let’s broadly look at some of those other committees.  Individually, each 

committee serves an important role in making the Lodge successful.  From building 

membership, to raising funds, to supporting the community, to ensuring the community is 

aware of all the Lodge does, to communicating with members about the upcoming activities 

and recent successes of the Lodge, to informing new members exactly how much more than 

just a bar & grill they have just joined.  Collectively, every committee plays a role, in making 

the Lodge a practically unstoppable force that ensures it meets the expectations of its 

members and community, while meeting its obligation to supporting all of the programs of 

the Moose fraternity.   

Admittedly some Committees’ roles occur more frequently or receive more attention 

than others.  Yet none of the committees is as critical to the Lodge’s continuing success as 

this committee of protection. 

Here’s why.  While every committee is important in building and maintaining a Lodge, 

with the exception of this most important committee, no single committee can bring a lodge 

to rapid ruin and extinction. 

Yes, if the Membership Committee fails to promote membership growth, and 

recognize sponsors for their efforts, the Lodge may whither and slowly die.  The key word 

here is slowly.  This type of death typically takes years, providing literally dozens of 

opportunities to heal the ailing committee and reverse its adverse effects upon the Lodge. 

With years of “Moose” experience, from numerous perspectives, I can unequivocally 

state that the most important committee is in fact the Auditing Committee. 

Some may huff; “the Audit Committee doesn’t do anything.  Who needs them?”   

Every Lodge needs an active, functioning Auditing Committee.  The Auditing 

Committee is selfless and purely protective.  There is no award for being an outstanding 

Auditing Committeeman.  In all likelihood the most they might expect to receive is a pat on 

the back and a “thanks” from the Governor upon the completion of his term.  This 

committee, when functioning properly, protects the Lodge from its officers, and the officers 

from unfounded allegations, by vocal and possibly misinformed members. 
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The Auditing Committee doesn’t eliminate the need to purchase a Surety Bond to 

protect the lodge from employee dishonesty.  However, a functioning committee can all but 

insure you will never need to file a Surety Bond claim. 

Any Lodge without an active Auditing Committee, is playing Russian roulette with 

multiple bullets in the chambers.  That revolver may not fire today, but eventually, the odds 

will catch up with the Lodge. 

Our General Laws have three sections that broadly define the lodge Auditing 

Committee’s composition and function.  Sec. 35.7 - Appoint Auditing Committee states, At 

the first regular meeting after being installed, the Governor shall appoint two (2) members of 

the lodge (one of whom shall be chairman) to serve with the Prelate on an Auditing 

Committee.  The three (3) members of the committee shall serve for one (1) year.  No other 

elected officer shall serve on the Auditing Committee.  The Governor shall demand and 

receive from the officers or members of the lodge all stocks, bonds, notes, accounts, records 

and documents necessary to enable the Auditing Committee to conduct an audit and make a 

full and correct report.  The Audit Committee shall prepare a detailed report of their findings 

of the lodge’s membership and financial position, including the funds of ALL committees – 

(including the House Committee), groups or activities of the lodge.  The report shall be 

completed within ten (10) days of the close of the prior month’s business and reported at the 

next general membership meeting.  All committee members shall sign the report and the 

report shall be maintained in the lodge’s files for not less than seven (7) years. 

Section 39.1 covers the general duties of the Prelate, where it reiterates, he serves as a 

member of the Auditing Committee, but not as its chairman. 

The final section of our General Laws addressing the lodge’s Auditing Committee 

further defines the committee’s role as well as steps to be taken when extraordinary 

circumstances are encountered, or officers or members are uncooperative in enabling the 

audit process to proceed.  Specifically, Sec. 43.5 - Auditing Committee reads, the Auditing 

Committee shall review monthly the membership and financial records of the lodge, House 

Committee, and other authorized funds or accounts prepared by the Administrator.  Any 
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questions raised by the Auditing Committee shall be submitted with the report to Moose 

International.   

Regarding questions to be forwarded to Moose International, in this context, questions 

refers to any matters that cannot be resolved to the satisfaction of the Auditing Committee’s 

members.  Satisfaction should be judged not by whether the committee likes the answer, but 

rather by, was there sufficient documentation or other evidence to enable the committee to 

believe the answer is accurate.  This information should be sent to the lodge’s Territory 

Manager as well as me, at Moose International. 

Section 43.5 further states, whenever deemed necessary and appropriate, the Board of 

Officers may require a special audit of the books and records of the Administrator and, 

immediately upon demand, the Administrator shall deliver to the Auditing Committee the 

necessary records to prepare the special audit.  If the Administrator refuses to comply with 

the demands of the Board of Officers, the Governor shall suspend the Administrator with pay 

and the Treasurer shall act until a prompt investigation is made.  Upon suspension of the 

Administrator, the Governor shall immediately contact the General Governor. 

Remember, throughout our laws, policies and training, references to the Administrator 

also include all books, records and work done on his behalf, by any other person, whether 

paid or volunteer. 

After reading the role of the committee and reflecting on it for a minute or two, it 

slowly sinks in that there is potentially an endless amount of work to be done, but no real 

clue as to where to start and how to do this task.  That is why you’re here today. 

The fully functioning Auditing Committee is all encompassing and will likely review 

something within virtually every area of the lodge’s and Social Quarters’ operations.  

Auditing is not exclusively verifying amounts are correctly determined and recorded.  The 

committee is also tasked with examining the lodge’s processes, procedures, policies and 

controls to ensure they adequate protect the assets and interests of the lodge.   

The very nature of the tasks to be completed suggests that a Governor should look for 

a chairman and committee member with the requisite skills to enable the committee to 

operate quickly and efficiently.  Of course if the lodge has a member who is a Certified 
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Public Accountant or other accounting professional, this would be a good place to start 

looking.  Barring this, someone who personally runs, or ran, a small business will likely have 

performed many of the tasks the Auditing Committee will be reviewing.  Additionally, since 

most recordkeeping, and many lodges’ banking functions, are now done electronically, it is 

highly desirable for committee members to be comfortable working with computers and 

accessing the Internet. 

While not specifically required, the members of the committee should also be 

encouraged to attend relevant Moose Training sessions.  This includes Lodge 

Leadership/House Committee training, which is now available online as well as at in person 

classes.  2-HOTT - covering the use of QuickBooks and LCL.Net - and the Treasurer / Audit 

Committee Workshop are also highly recommended to be attended. 

The first thing the committee should do is develop a plan for what, when, how and 

why they will examine various aspects of the lodge’s operations.  One planning method is 

illustrated in the Audit Committee Guidelines Handbook – Information About the Fraternal 

Unit Audit Process, which is available online in the Moose Training section of the 

www.mooseintl.org website. 

Before we go too much further let me warn you not to be intimidated or deterred from 

activating or enhancing your auditing efforts if they don’t match exactly what is mentioned 

here today.  We have lodges in virtually every segment of the spectrum from non-existent 

Auditing Committees or not performing any auditing functions, to sometimes verifying a few 

key items, to reviewing records and entries from a few hours monthly to even reviewing 

virtually everything for several days each month.   

The key is if something grabs your attention or doesn’t seem quite right, dig a little 

deeper.  I’m certain most Lodges with active Auditing Committees didn’t start out with a 

multiple day exam each month.  The number of business segments and complexity of the 

lodge’s operations will normally dictate how extensive the examination should be.  Generally 

speaking, any verification and oversight is better than none, and more is better than less. 

The monthly audit itself should be a cooperative process, occurring predominantly 

between the Auditing Committee members and the Administrator and/or clerical assistants, if 



6 
 

the lodge utilizes any.  There will be times when the committee may request information 

from other officers or committee chairman.  Most of these requests will likely be resolved 

with a few quick answers and might even occur through a phone call or text message. 

Everyone should remain mindful that each member, volunteer or employee involved in 

the audit process has other time commitments.  However, if the lodge has a paid 

Administrator and/or clerical help, their timely cooperation in this process should be a 

condition of their continued employment.  Further, if the Administrator is a full-time salaried 

employee, only unforeseen personal emergencies should interfere with this monthly process. 

The scope of the Auditing Committee is nearly boundless and will vary by lodge based 

on the unique activities and business segments each lodge may be involved in.  Unless 

explicitly prohibited by law, there is no area of a lodge’s activity that is exempt from 

Auditing Committee scrutiny.   

The plan the committee develops should identify areas for review with the following 

objectives in mind: 

 Preventing theft - eliminate opportunities for theft and fraud, reduce temptation 

points 

 Protecting assets – minimize loss and exposure 

 Accuracy of entries and existence of supporting documents 

 Compliance with laws, policies and procedures, both fraternal and regulatory 

 While the committee has no direct profitability objective of its own, lodges with 

functioning Auditing Committees generally perform better than those without a strong 

committee.  We can only, heaven forbid, assume, this is because questionable or deficient 

areas of their operations are addressed in a more timely manner than other lodges.   

 Once the committee knows what they will look at, they must establish how this will be 

accomplished.  Is there a preferred order to view some items?  Will you need the checkbook?  

Can you work from online statements and source data or will paper copies be necessary?  

These seem like basic steps, but having reviewed them, at least in your mind, in advance, will 

tend to make the process flow more smoothly.  The Audit Committee Guidelines Handbook 
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mentioned earlier includes some checklists to help you get started in early examinations, but 

over time, you will likely tailor these lists to meet the unique situations faced in your lodge. 

Legendary golf pro Jack Nicklaus frequently described the need to visualize every shot 

in his mind prior to addressing the ball.  You have already done exactly the same thing in the 

plan development step, so it’s time to conduct an audit.  

Without getting too detailed, we will quickly review some of the myriad pieces of data, 

records and reports Auditing Committees are likely to review in the course of their 

examination.  It is not expected that every Auditing Committee will use every one of these, 

nor should they.  Again, the lodges operations will dictate the scope of the committee’s 

activity. 

All dollars and assets must be accounted for. 

Receipts must be issued for everything that cash is received for.  This includes Dues, 

Fees, Donations, Social Quarters Sales, Kitchen Sales, Bingo, Gaming, Committee 

Fundraisers, anything.  A receipt should be issued by whoever receives cash on behalf of the 

lodge.  A turnover receipt should be provided to employees, volunteers or chairmen turning 

money over to the Administrator or his assistant.  Issuing receipts for every movement of 

cash through our lodge systems is probably the single most important way to deter theft. 

Deposits to the bank must occur at least weekly.  The deposits should match total of 

all receipts and also be summarized on the Weekly HC Envelopes. 

Inventories should be verified at least monthly.  Persons receiving inventory for the 

lodge should be trained to follow strict procedures, and the committee should ensure the 

procedures are routinely followed.  Among the items to be addressed, are the order, packing 

list and invoice should match in regard to quantities, cost, description and package size. 

Often overlooked, Members are our biggest asset.  The Auditing Committee should 

review areas impacting retention, safety, and member satisfaction. 

If online banking is used, monthly printed statements must be verified and signed by 

the Treasurer. 

There should be few or no cash purchases.  Where they do occur, there should be a 

cash purchase journal detailing the date, description and amount of the purchases.  Receipts 
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must be submitted for reimbursement of these purchases.  They are summarized on the 

Weekly House Committee Envelope and a reimbursement check is written to the lodge and 

deposit to create an audit trail. 

Filings should be confirmed regularly. 

It is imperative that State Incorporation filings are current.  Failing to remain current in 

these corporate filings will jeopardize officers’ personal assets and eliminate all protections 

afforded to corporations. 

Verification of Tax filings and payments at all governmental levels is among the most 

commonly overlooked items of Auditing Committees.  Failing to file 990s, 941s, w-2G, and 

1099s lead to the failure of many lodges as the penalties and interest associate with these 

violations can rapidly overwhelm a lodge. 

Permits and licenses exist in many areas of our operations.  Liquor, Food Gaming, 

Bingo, Tobacco, Vending Machines, Juke Boxes and Pool table are far from a complete list, 

but you get the picture.  These items should be reviewed to ensure they are current and those 

renewal processes are completed in a timely manner. 

The committee should not neglect Fraternal Compliance Issues.  Officer training compliance 

should be verified.  Other fraternal issues to review include, but are not limited to:  

 Are Meeting held when they are supposed to? 

 Are Posted Social Quarters hours adhered to? 

 Are Applications entered in LCL.Net upon receipt? 

Minutes must also be reviewed to ensure they are accurate, on sequentially numbered 

pages and signed.  The details should adequately describe what was voted on, who moved 

and seconded and the result of the vote. 

Finally, the part everyone thought was all of the process, the review of QuickBooks and 

LCL.Net.  The committee must ensure that LCL & QuickBooks entries current and accurate.  

There several reports that can help accomplish this task.  Among these, QuickBooks has 

reports covering Profit and Loss, the Balance Sheet, Missing Checks and Unpaid Bills 

available. 
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 Reports in LCL are available to more easily examine Member Status, Arrearage and 

Applications. 

 Following up on previously identified deficiencies is the final action prior to perform 

each month. 

 Once this has been completed the committee is responsible for preparing a written 

report and presenting it at a lodge meeting.  The committee, when identifying what they 

believe to be serious issues, should also meet with the Board of Officers to suggest possible 

solutions the Board of Officers might implement.  

 One area of concern that arises from time to time is insufficient cash to pay all of the 

bills in a particular month.  It would seem to be common sense to pay critical items first.  

These normally would include Taxes, Insurance, utilities and Payroll.  Be mindful that the 

lodge should not be paying any under the table employees.  Additionally, tipped volunteers 

are employees.  It is not legally possible to receive tips and be a volunteer. 

 

 Beer is notably absent from the critical list. 

  

 In most cases, a lodge should not increase debt to postpone the inevitable.  If a lodge 

consistently cannot meet its financial obligations, taking on more debt is not usually the 

answer.  Instead, the first step is to make operational changes to boost profitability.  These 

include switching from paid to volunteer labor, adjusting pricing and seeking efficiencies in 

processes and utilities. 

  

 Earlier I mentioned some verification and oversight, was better than none.  While there 

is no level of minimally acceptable activity for an Auditing Committee, since we also noted 

that more is better than less, at least when it came to oversight, let’s name a few tasks that 

would surely be on the shortlist if one did exist. 

  

We must account for every penny we receive.   
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1. A receipt must be issued with a copy going to the person turning over the funds 

 and a copy retained for lodge records.   

2. The amount received must be recorded in QuickBooks.   

3. A deposit of the money into the bank must occur within seven days. 

4. The actual deposit to the bank must be verified. 

  

 

We must similarly account for every penny spent.   

1. A receipt or invoice must be obtained for every purchase or expenditure and 

 retained for lodge records.   

2. A bill for the expenditure must be created in  QuickBooks.   

3. The appropriate officers and membership must verify and approve bills for 

 payment. 

4. The actual payment or reimbursement should occur by check, whether paper or 

 electronic. 

 

We must reconcile each account the lodge holds. 

1) Verify the statement amount matches the amount recorded in QuickBooks for each 

 deposit 

2) Verify by physical check or online copy of check 

a) Check number, payee and amount match QuickBooks entries 

b) Check number, payee and amount match check stubs if a physical checkbook 

is used 

c) Endorser matches payee 

 

Additionally, Must verify the following each month: 

1) Payroll filings and tax payments are current 

2) No undocumented payroll is utilized 

3) Sales Tax filings and tax payments are current 
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4) All new applications entered in LCL.Net 

5) Application, Daily Transmits To Moose International are occurring regularly 

6) Monthly Financial Transmits to Moose International are current 

7) Permits, Licenses and filings are current 

8) Property Tax payments are current 

9) All required lodge meetings are held properly 

10) Minutes are recorded and signed properly 

 

 


