Palmetto Care Connections 
FINANCIAL POLICIES AND PROCEDURES MANUAL

Organizational Overview

Palmetto Care Connections Organization (PCC) is a non-profit telehealth network. PCC is classified as an exempt organization under Section 501(c)(3) of the Internal Revenue Code.  As a 501(c)(3) organization, PCC is exempt from paying federal income taxes on its exempt activities.  

PCC is committed to facilitating health care access across South Carolina through the utilization of innovative technology to promote the provision of qualified medical professionals of various disciplines and improve access to care for rural underserved communities.
Organizational Structure:
The governing body of PCC is its Board of Directors, which has overall control of the affairs and formulation of policy.

This manual prescribes the accounting system and essential elements of the financial management of PCC.  Basic features of the financial accounting system are described to the extent that they provide an understanding of the broad objectives of the system. 

Accounting is a service activity that provides a continual history of the economic transactions of the organization, quantified in monetary terms, which form and change its financial position.  The broad objective of the relevance, completeness, timeliness and adequacy of disclosure provide management with the ability to exert financial control over operations. 

Accounting Summary

In addition to the broad objectives which are basic requirements in most accounting systems, there are specific objectives which PCC’s system is designed to achieve as follows:

1. Fiscal Year is January 1 through December 31.

2. The accounting system operates in accordance with the OBM Uniform Guidance.

3. PCC follows Generally Accepted Accounting Principles (GAAP).  

The recording of financial transactions on the accrual basis is in order to relate revenues costs and expenditures to the periods in which benefits are derived or liabilities are incurred, and thereby produce meaningful reports of operating results. 

2.  The accumulation of costs and expenditures by function, project or specific cost area in order to develop budget analyses which compare estimated or actual performance against budgets or other assigned objectives.  Through this capability, management is able to exert control by isolating problems and reacting at the most opportune time in the most critical areas, thereby realizing the essence of financial administration. 

3.  The development of standards and measurements as a by-product of accounting information, which will improve budgeting for future periods so that it will not be arbitrarily predetermined merely on the basis of past performance; to prevent any deficiencies in past performance, from becoming entrenched in the absence of standards or measurements, in order to assure that functional areas are assigned a proper segment of PCC’s total financial plan. 

4.  Providing adequate fixed asset accounting which will properly discharge the stewardship responsibilities involved in safeguarding PCC’s investment in fixed assets.  The system provides for assignment of custody to specific departments and such other essential information as asset cost and description. (13a)
5.  The synchronization of cost and expenditure data with the overall financial plan (the composite of specific project budgets) as presented in the annual budget, enabling management to relate the two for purposes of monitoring past performance, properly reflecting the overall financial position of the organization and adequately planning for the future. 

6.  The assurance of proper internal control procedures.
Chart of Accounts

As the main source of all organization’s financial information, the chart of accounts is a fundamental finance department document.  PCC’s chart of accounts is designed to provide management with an analysis of financial position and a statement of operating revenues and expenses on a time accrual basis.  The chart of accounts is established using the total grant concept.  As such, each individual funding source is segregated in the general ledger to allow management to easily distinguish revenues and expenses by funding source.  This allows for easier preparation of monthly reimbursement vouchers for contracts as well as regulatory reporting (FSR, UDS, etc.) (3a)
All financial transactions are designated by an account code.  The digits employed are selected from the chart of accounts.

For each type of contract or grant received, the organization assigns a grant code within the chart of accounts.  Only those contracts/grants that have minimal dollars are not assigned a grant number.  In those cases, the mini-grant code should be used.  However, if a contract/grant code exists, each expense and revenue item should be coded to that specific grant.  (3b)
Description of Accounts

Assets

All assets accounts are designated within the chart of accounts. [Appendix B – Chart of Accounts]
Cash Accounts are debited for bank deposits and when stop payments are placed on previously issued checks.  These accounts are credited for funds withdrawn and any miscellaneous bank charges.  A debit balance in a cash account indicates the amount of cash available to the organization.  A credit balance in a cash account indicates an overdraft position.  All cash receipts are deposited into the operating account on a daily basis.  
Accounts Receivable Accounts are debited for grant funds due, revenue billed, and any other amounts owed to the organization.  Accounts receivable are credited for cash collected and any uncollectible amounts.  A debit balance represents the balance owed to the organization.

Allowance for Doubtful Accounts is a reserve for uncollectible items contained in the accounts receivable balance.  The purpose of the reserve is to provide for anticipated bad debts throughout the accounting year.  The reserve is established on percentage bases that have been developed based on the historical bad debt experience and are reviewed and revised periodically.  Increases to the reserve account are charged to bad debt expense.  Accounts receivable that are written off are charged to the reserve and credited to accounts receivable.  Each month the adequacy of the reserve is appraised and adjusted by a journal entry to the bad debt expense account.  The balance (credit) in the allowance account is the required percentage of the accounts receivable to accurately reflect those items that are not likely to be collected.  

Prepaid Expenses are debited for significant current cash outlays that are related to future periods.  These accounts are credited upon reclassification (amortization) of such amounts to current period expenses.  The balance (debit) represents the amount prepaid at month-end.  
The organization has established a capitalization policy for fixed assets in excess of $5,000.  Fixed assets are debited for capital expenditures incurred or assets donated.  Donated assets are recorded at market value at the time of acquisition.  These amounts are credited, at book value, for any assets sold or otherwise disposed of.  The balance in these accounts represents the total value of the fixed assets in use at the organization.  If the organization disposes of assets bought with federal dollars over a certain amount, it must notify the regional office designee in the Notice of Grant Award to receive permission to dispose of the asset.

Accumulated Depreciation Accounts are credited monthly for depreciation charged to operating expenses.  When a fixed asset is sold or otherwise disposed of, the accumulated depreciation accounts are debited for the accumulated depreciation previously recorded on the book value of the disposed item.  The balance of these accounts represents the total accumulated depreciation.

Liabilities

Accounts Payable are credited for the amounts owed vendors for receipt of goods and services.  An entry is made to an Accounts payable register for vendor's invoices received and approved for payment regardless of what program the expense was incurred for.  Accounts payable are debited for cash disbursements against established payables. The balance (credit) reflects outstanding vendor liabilities.  For all payables not associated with a vendor and are not recorded in the accounts payable subsidiary ledger, separate accounts (other payables) have been established to reflect these amounts.  Examples of this situation include nonrecurring extraordinary items or payables to employees.

Loans Payable are established for funds advanced but not immediately payable.  If the organization incurs a loan, this account is credited for the principle balance advanced.  Upon monthly payment, this account is debited for the principle portion only of the payment.  Separate loans payable accounts are established for each type of loan.

Capital Leases are established for funds advanced but not immediately payable related to an asset acquired but not owned.  Upon payment, this account is debited for the principle portion only of the payment.  Separate capital lease payable accounts are established for each type of loan.  Please note that even if the agreement calls for a purchase option at the conclusion of the lease and the organization has all intention of exercising this option, the advance of funds is still categorized as a capital lease.

Refundable advance accounts are established for revenue and other funds received in advance.  If the funds are not used for their intended purpose, they are required to be refunded to the grantor/contractor.  These accounts are debited as the revenue is earned.  The balance (credit) represents the value of the service yet to be performed on the funds previously advanced.  
Net Assets 

Unrestricted Net Asset accounts are established at the beginning of each year and are adjusted at the end of the year to reflect the year's operations (revenue less expenses).  This type of account has net assets that have not been restricted in any form.  Generally speaking, no journal entries should be made directly to unrestricted net asset accounts unless it is an extraordinary item.

Temporarily Restricted Net Assets are established at the beginning of each year and are adjusted periodically to reflect the amount of temporarily restricted assets relieved during each period.  

Permanently Restricted Net Assets are established at the beginning of each year and are adjusted at the end of the year to reflect any adjustments (interest which has to be retained) to the net assets during the year.  An example of assets of this nature may be an endowment established by a contributor of the organization.  An endowment is a fund where the original investment cannot be used by the organization. However, the principle earned on the investment can be used for the intended purpose as outlined by the donor(s).  An exception to this rule may exist if the donor(s) specifically state that a certain percentage can be withdrawn by the organization each year for a specific purpose.

Revenues

Revenue accounts are established for all types of revenue sources such as grants, contracts, and donations.  The revenue is recognized for the above as follows:

Grant Revenues - The only types of programs to be charged to grant revenues would be those revenues received directly from the Federal Government.  These programs are called direct programs and the organization establishes a grant account for each grant program.  (8a)
Contract and Other Grant Revenues - All other revenues associated with providing services are recorded in these accounts.  Generally speaking, these accounts include those revenues associated with reimbursed expenditures.  The account is credited for the net reimbursement requested each month/quarter.

Other Revenue - All other types of revenues not associated with the above accounts are recorded as other revenue.  If the amount received is materially large, then the management may consider establishing a separate general ledger account for the type of revenue received.

Donations/Contributions - All monies received from individuals or corporations as a donation/contribution to the organization are recorded in this account.  When the organization receives a contribution, it must confirm if the donor imposed a time or purpose restriction on the contribution.  In such cases, the contribution should be classified as temporarily or permanently restricted revenue.  If there is no time or purpose restriction, then the contribution is unrestricted.  Please note that Board of Directors restrictions are classified as unrestricted.

Expenses

Expense accounts are debited for paid or accrued expenditures.  At year-end, the expense account is credited and the appropriate net asset account is credited.  Expenditures are compared with budgeted amounts throughout the fiscal year for every program or service including federal grant programs to ensure that costs do not exceed the amounts budgeted during the fiscal year and/or grant year.  On a monthly basis the expenditures are compared to the organization’s approved budget.  Significant variances should be noticed by the department manager who then notifies the Executive Director and they review expenses to determine variance.  Types of expenses include: (8a-b)
Salary - These costs are base salaries and any overtime payments due to an employee.  The personnel costs are recorded to the general ledger based on the gross salaries recorded in the payroll ledger.  The payroll ledger has been established to account for the time and effort of each individual employee.  Thus, the general ledger accounts properly reflect the amount paid to employees.

Fringe Benefits - Included in this account is the employer’s portion of FICA expenses, unemployment and disability taxes, medical and group life insurance, workmen's compensation and any other employee benefits.  Fringe benefit accounts are set up by type of benefit received.
Consultants and Contractual - These costs include those individuals who the organization issues 1099 statements to at year-end with exception of legal costs and services received from third party companies.  
Professional Fees - These costs include those services performed by professional firms such as website design and data back up centers.
Accounting and Audit – These costs include services performed by the company’s accounting firm.

Legal – These costs include services performed by attorneys such as policy review and revision, legal advice, production of legal documents, and employee relations.

Supplies - All supplies are recorded in their appropriate account based on type of supply. 
Training– These costs include training provided to staff for various reasons including grant writing and telehealth certifications.
Consulting – These costs include paying for a consultant for various reasons including grant writing.  

Utility Costs - All costs associated with the occupancy of the organization's buildings are included in this line item.  These costs include rent, utilities, security, and any other costs specifically for the operations of the buildings (not to include repairs).  If the costs can be associated to a specific funding source, then those associated sub-accounts are charged the appropriate expense amount.
Repairs and Maintenance - All costs associated with the upkeep of the property and equipment or the repair of any item are recorded in these accounts.  The costs are charged to the specific departmental area if known or otherwise to the general administration of the organization.

Dues and Subscriptions - These expenses include all membership dues paid to organizations on behalf of the organization or any employee as well as all subscriptions to magazines, professional journals, etc.).  If the costs cannot be directly charged to a cost center, then the costs will be charged to administration.

Travel, Conference, and Meetings - These costs include all expenses for employee or board members travel plus conference and meeting expenditures.  The costs are assigned to the appropriate category as per the chart of accounts and are charged directly to the activity center incurring the cost.

Printing Postage and Publication - All costs associated with printing, postage and publication are recorded to these accounts.  The costs are charged to the appropriate project as deemed appropriate.

Telephone - All costs related to telephone are booked to the individual telephone general ledger.
Interest - All types of interest costs are charged to this line item with the exception of any capitalized eligible interest.  The interest should be charged to an administrative/facility account for allocation as part of overhead.

Insurance - This account includes all types of insurance including directors and officers, property, etc.  
Bad Debt - All costs associated with the write off of Services receivable accounts deemed bad debt are included in this account.  The costs should be charged to the appropriate sub-account.

Miscellaneous - All accounts not listed separately should be charged to miscellaneous expense.  However, the more detailed the general ledger is in regard to the type of expense (vending machine, bank charges, etc.) the easier it will be to prepare regulatory reports.  

Depreciation - The expense related to the depreciation of the organizations's fixed assets are recorded monthly in these accounts that are broken out by type of asset (leasehold improvements, building improvements, furniture and equipment, etc).

Maintenance of Accounting Records

The organization should maintain the following accounting records:

a) 
Accounts payable register

b) 
Cash receipts ledger

c) 
Payroll register
d) 
General ledger

e) 
General journal

Set forth below are a description of each and a brief discussion explaining the procedures for recording the entries.
Bank Statements
When received, bank statements are opened and marked Received (with date) by the Administrative Assistant, who is not authorized to sign checks.  Administrative Assistant will also review the bank statements before they are then forwarded to the Business Office Manager who is required to reconcile with the organizations account within 14 days of receipt of the statements.  The reconciliation is then approved by the organization’s Executive Director and then forwarded for review to the accounting firm.  Upon approving the reconciliation, the Executive Director signs and dates the forms to verify approval.  (4a-e)
Accounts Payable Register

Upon receipt of the invoice, the Administrative Assistant opens and marks Received (with date).  The Executive Director approves invoice for payment.   The Business Office Manager prepares payment twice monthly for all outstanding invoices. The expenditures are charged to the appropriate expense or asset accounts.  
Payroll Register

The payroll register is obtained from the Professional Employee Organization’s software.  The monthly payroll entries are obtained from the data in the payroll register.  

General Ledger

Entries to the general ledger are posted throughout the month from the books of original entry (Bank register).  The general ledger is a component of the computerized accounting software.  

Record Retention (3c pgs. 7-8)
Computer

1. On a daily basis, an image is taken of all computerized accounting software modules by an offsite host, a firm contracted with the software company or by the IT support specialist.    

2.  Since the data on these images builds cumulatively, there is no need for separate back-ups for each month or year offsite.   If there is a change in accounting software companies, access to these older images is still retained.
Other Records
1.  All other non-computer records must be retained for at least a specific amount of time.  Below lists the minimum number of years of which documents must be retained:

Accounting Records







Number of Years to Retain

Bank statements and deposit slips


7
Payroll - time cards




5
Expense reports




6

Subsidiary ledger (A/P & A/R)



6

Monthly trial balance




6

Checks (payroll and general)



Permanently
Payroll - time reports, earnings records

Permanently
Vouchers (vendors)




8

Audit reports





Permanently

Billing






Number of Years to Retain

Billing Statements




7

Corporate Records




Number of Years to Retain

Mortgages, notes, leases (expired)


Permanently
Bylaws, charters, operating certificates, 
  minutes, cash books, stock & bond records, 
  checks (for taxes, property, important 
  contracts, agreements, copyright & 
  trademark registrations, deeds, labor 
  agreements, patents, proxies, pension 
  records





Permanently

Tax returns and working papers


Permanently

Correspondence




Number of Years to Retain

General





5
Purchase, shipping and receiving, license

6

Legal & tax





Permanently

Insurance





Number of Years to Retain

Expired policies




5
Accident and fire inspection reports


6

Group disability records, safety reports

8

Claims (after settlement)



10

Personnel





Number of Years to Retain

Expired contracts, daily time reports


6

Disability & sick benefits records, 
  terminated personnel files



6

Withholding tax statements



6

Purchasing and Sales




Number of Years to Retain

Purchase orders, requisitions



5
Sales contracts, sales invoices



5
Shipping & Receiving




Number of Years to Retain

Export declarations, freight bills


4

Manifest, reports, waybills



4

Further, the Office of Management and Budget Circular A-133 require all entities that receive federal funds to retain all documents associated with the funds for a minimum of five years.  (3c, 5a, & 16d)
Cash Disbursements

Introduction

1. All disbursements are made out of one general operating account.

Cash Management

Generally, grantees receiving funding from federal grant programs draw down the funds through the Payment Management System (PMS).  The funds are directly deposited into the general operating account typically within 24 hours of the request.

Two methods of payment are provided in federal regulations: advance and reimbursement. The Organization uses the reimbursement method for requesting grant payments from TEA and other awarding agencies. (1a-c)
Reimbursement Method (1a-c)
The Organization does not utilize the advance method of funds for grant activity.

Under the reimbursement method, the Organization initially charges federal grant expenditures to the federal fund and makes appropriate journal entries to cover the cash flow from local funds.  All reimbursements are based on actual disbursements (i.e., payments already made), not on obligations. Journal entries are generated to record the cash received from the granting agency and the amount due to local funds reduced.

The Organization’s Business Office Manager will request reimbursement for actual expenditures incurred under the federal grants quarterly or as needed due to activity but the Executive Director will approve the draw down. When using this method, the Organization will only request reimbursement for funds actually already paid out.  Paid invoices or incurred expenses must be saved as documentation by the requesting department and sent to the Business Office Manager to draw down federal funds.
Reimbursements of actual expenditures indicates that PCC will only draw down grant funds to cover allowable project costs and no funds will be requested for future activities. (3c, 5a, & 16d)
Disbursement Policies – Non-Payroll
1. All checks drawn by the organization must be signed by the Executive Director or Director of Operations.  (4b-d & 5f)
2. Expenditures over $500 must be pre-approved by the Executive Director.  Expenditures over $15,000 require two signatures. (5b, e, f)
3. There must exist a separation of duties between creating the vendor account and making payments to vendors via Electronic Fund transfer.  The Business Office Manager creates the account and the Executive Director and/or the Director of Operations makes the payments. (5e)
4. The Executive Director approve all invoices for payment. (5b)
5. All checks are pre-numbered and used in sequence. 
6. The Business Office Manager prepares the checks, records them in the organization’s Accounting System, and presents them to the Executive Director and/or Director of Operations for approval and signature.
7. Voided checks are defaced and filed with the bank statements.

8. Blank checks are stored in a locked cabinet in the Executive Director’s office. (5d)
9. Signing of blank checks is prohibited. (5d)
10. Invoices, consultant agreements, and other back up documents to support the disbursements are attached to check requests and scanned into the accounting system.
11. Bank account reconciliations are completed each month to ensure that all cash transactions are properly recorded, and that there are no unusual endorsements.  Each bank account is reconciled to the appropriate cash balance in the organization’s general ledger.  The reconciliation is performed by the Business Office Manager. Bank statements and cancelled checks are opened and reviewed by the Administrative Assistant.  Once reviewed, the bank statements are submitted to the Business Office manager for reconciliation.  Once reconciled, the documents will receive final approval from the Executive Director whereby the reports will be signed and dated. Final reviewed and approved documents will be forwarded to the CPA. (3c, 5a & 16d)
Receipt Procedures – Mail

1. The mail is opened by the Administrative Assistant who will then segregate checks from other material, and will then forward the other material for distribution to the appropriate individual.

2. The checks are then opened by the Administrative Assistant and photo copied for retention.

3. The checks are then given to the Executive Director or Director of Operations for deposit and/or payment approval.
4. The Executive Director/Director of Operations or other appropriate individual lists all checks individually on a deposit slip with sufficient identifying information.  All totals on both the checks and the deposit log are checked by the appropriate individual and any discrepancies are resolved immediately before the deposit is taken to the bank. 

5. The checks and deposit slips are then delivered to the bank by the Executive Director and/or Director of Operations.

Requisitioning, Purchasing, and Receiving Procedures

The procedures described in this section enable the organization to acquire equipment, supplies, and services while practicing good internal control procedures and follow all federal A-122 and A-110 guidelines.
1. Per OMB Circular A-110, all purchases over $25,000 with Federal Funds must be sent out to bid and approved by the Board of Directors.
Conflict of Interest Policies (14a pgs. 10-11)
All organization employees and Board of Directors must sign a conflict of interest statement that lists all businesses owned by them.  This conflict of interest statement states that no purchasing of goods can be made from businesses owned by employees of the organization.  (14b)
The following common standards of ethics shall govern the conduct of Organization employees involved in the purchasing function:

1. It is a breach of ethics to attempt to realize personal gain through public employment with the Organization by any conduct inconsistent with the proper discharge of the employee's duties. 

2. It is a breach of ethics to attempt to influence any public employee of the Organization to breach the standards of ethical conduct set forth in this code. 

3. It is a breach of ethics for any employee of the Organization to participate directly or indirectly in a procurement when the employee knows that: 

· The employee or any member of the employee's immediate family has a financial interest pertaining to the procurement; 

· A business or organization in which the employee, or any member of the employee's immediate family, has a financial interest pertaining to the procurement; or 

· Any other person, business or organization with whom the employee or any member of the employee's immediate family is negotiating or has an arrangement concerning prospective employment is involved in the procurement. 

4. Gratuities: It is a breach of ethics to offer, give or agree to give any employee or former employee of the Organization, or for any employee or former employee of the organization to solicit, demand, accept or agree to accept from another person, a gratuity or an offer of employment in connection with any decision, approval, disapproval, recommendation, preparation of any part of a program requirement or purchase request, influencing the content of any specification or procurement standard, rendering of advice, investigation, auditing, or in any other advisory capacity in any proceeding or application, request for ruling, determination, claim or controversy, or other particular matter pertaining to any program requirement or a contract or subcontract, or to any solicitation or proposal therefore pending before this government. Acceptance of gratuities may be construed as a criminal offense. 


5. Kickbacks: It is a breach of ethics for any payment, gratuity or offer of employment to be made by or on behalf of a subcontractor under a contract to the prime contractor or higher tier subcontractor for any contract of the Organization, or any person associated therewith, as an inducement for the award of a subcontract or order. 

6. Contract Clause: The prohibition against gratuities and kickbacks prescribed above should be conspicuously set forth in every contract and solicitation therefore. 

7. It is a breach of ethics for any employee or former employee of the Organization knowingly to use confidential information for actual or anticipated personal gain, or for the actual or anticipated gain of any person. 

8. Any employee or Board member who identifies a potential conflict of interest should immediately report the conflict to their managing supervisor who will report it to the Executive Director in writing. The potential conflict can also be reported by another employee or Board member not directly involved. The potential conflict will be reviewed by the organization’s Ethics Committee which is comprised of 2 Board Officers.  They will review to determine if a violation exists or if the potential for a violation exists.  This committee will meet within 14 days of the incident report and will follow up in writing to the employee, his/her manager and the Executive Director.  If proven to be a direct violation of the signed Conflict of Interest statement, the employee could be terminated, the consultant could be terminated and/or the Board member could be removed from his position. (14c-d)
Use of Corporate Credit Card/Debit Card (10a)
1. PCC maintains two Visa debit cards and one Credit Card, as necessary to provide efficient and proper accounting of expenses.  The debit/credit card(s) are held in the possession of the Executive Director and the Director of Operations only.  The debit/credit card may be authorized by the Executive Director or Director of Operations for certain staff of the organization who incur approved, business expenses. (10b)
2. Limits will be set by the Executive Director for the staff and all expenditures on the debit/credit card must be pre-approved by the Executive Director.  Even with prior approval, no employee can charge more than $3,000 for any one purchase. Most debit\credit card expenditures are for travel purposes. Receipts for charges made on the debit\credit card are to be submitted to the Business Office Manager for recording and reconciliation of debit\credit card statement and/or bank statement. (10c-d, f)
3. Other business related expenses will be charges to the debit\credit card.  Personal expenditures will NOT be charged to the debit\credit card.  Failure to adhere to this policy will result in immediate revocation of the privilege to use the debit\credit card and may be grounds for disciplinary action up to and including termination.  Charging personal expenditures, in addition to being a violation of this policy, will subject the employee making such charges to person financial responsibility for the expenditure. (10e)
Procedures:

Requisitioning Procedures

The organization should establish procedures for requisitioning equipment, supplies, and services.  These procedures should stipulate which employees are authorized to requisition and a dollar amount over which a purchase requisition will be used.

Purchasing Procedures

1. All purchase orders are to be completed by the employee who desires the goods or service and then the purchase order must be approved by the Executive Director or Director of Operations.  If the Executive Director is the employee requesting the goods or service, then the Executive Director's designee must approve the purchase order.

2. After the purchase order is completed and approved, the purchase order is then sent to the Director of Operations to requisition the goods or service.

3. If the purchase order is for any goods or service that will be paid for directly from federal dollars then the purchasing must follow Office of Management and Budget Circular A-110 guidelines. 
Competitive Bid Procedures/Procurement/Contracts (5c-d & 7e)
If goods or services are to be purchased by federal dollars then at least three competitive bids should be sought for all goods and services over $25,000. A Request For Proposal (RFP) is written and sent out and vendors will all be bidding on the same project with same criteria.  This allows organization to ensure that costs and fees are reasonable. Also, at the discretion of the Executive Director and/or Director of Operations, competitive bids may be obtained for other goods and services as they deem appropriate.  Competitive bids should be in writing and contain all payment order specifications.  Typically, contracts or consultants are funded through contractuals from the awarding agency.  When outsourcing services, the organization will:
· Describe the nature and scope of services being sought (7a).  Services that are currently outsourced include Information Technology, data storage, hosting, hosting services, training, repairs/maintenance, collections and various software programs.  Additional services that may be outsourced using federal grant funds include telehealth services, evaluation, broadband, marketing, education, tele-interpreter, specialty consults and others pertinent to reaching goals/objectives of the grant.
· Search for in-house capabilities before posting outside of the organization (7b)
 Rules for Selecting Vendors (7c)
In addition to federal standards for making awards only to responsible contractors, the organization has established nine criteria that the Organization must use in determining contract awards to vendors, whether using state, local, or federal funds. All ten criteria must be considered unless federal law prohibits it or is more restrictive as noted below. These criteria are as follows:

(1) the purchase price

(2) the reputation of the vendor and of the vendor's goods or services

(3)
the quality of the vendor's goods or services

(4)
the extent to which the goods or services meet the Organization's needs

(5)
the vendor's past relationship with the Organization
(6)
the impact on the ability of the Organization to comply with laws and rules relating to historically underutilized businesses

(7)
any other relevant factor specifically listed in the request for bids or proposals. Factors that the Organization may consider under these criteria would include vendor response time and compatibility of goods/products purchased with those already in use in the Organization. 
(8)
exclusion of contractor/vendor from competing for procurement in which they were involved (to develop or draft grant applications or contract specifications, requirements, statements of work, invitations for bids and/or requests for proposals.7d
(9)   ensure that the individual or recipient is not prohibited from receiving federal funds utilizing the System for Award Management portal. (7f)
Competitive Bidding (3c, 5a, & 16d) (5c-d & 7e)
The organization shall maintain accurate record-keeping and documentation should be a fundamental element of the procurement process. Precise and systematic record-keeping and records management withstands the constant scrutiny of various interest groups including vendors, the general public, and outside agencies as well as internal groups which are the users or customers of the purchasing system. This records management function should support the Organization's overall information management plan described in the Data Collection and Reporting module and generally provide for: 

· Both the flow and retention of forms including requisitions, purchase orders, and cash reimbursement receipts. 

· Full documentation of all competitive procurements with comprehensive competitive procurement files containing specifications, competitive procurement advertisement, pre-competitive procurement conference minutes (as appropriate), competitive procurements submitted, competitive procurement tabulation, board minutes indicating competitive procurement awards (or a similar award notice) and related records.

· Full documentation of procurement procedures utilized to obtain goods and services through competitive sealed proposals, design/build contracts and other procurement options. 

· Documentation of price quotations obtained when purchasing with federal funds. 

The records management function may rely on electronic formats including automated systems, diskettes, CD-ROM, imaging and microfiche. Alternatively, it may use hard copy or a combination of methods.” 

Therefore, the Organization will select the methods best suited to its needs.

In addition, in accordance with federal standards, the Organization maintains records sufficient to detail the history of all federal procurements, including but not necessarily limited to, the following: 

· the method of procurement and the rationale for choosing that method (i.e., the reason the Organization chose procurement by micro-purchase, small purchase procedures, sealed bid, competitive proposals, or noncompetitive proposals)

· the type of contractual agreement or instrument used and rationale for using that type

· the process used to either select the contractor or to reject the contractor (what was the process and what were the factors considered in selecting or rejecting the contractor; this must be in writing)

· the basis used for determining the price of the contract (including a cost or price analysis), and verification that the contractor is not suspended or debarred.

After the bids are received, the designated personnel requesting the bids will recommend to the Executive Director or the Executive Director’s designee as to which bid should be accepted.  Since all purchases requiring a competitive bid must be approved by the Board of Directors, then the Executive Director will present the organization's decision to the Board of Directors for approval.  
Awarding Contracts to Responsible Contractors

The Organization awards contracts only to responsible contractors possessing the ability to perform successfully under the terms and conditions of a proposed procurement. The Organization considers such matters as contractor integrity and business ethics, compliance with public policy, ability to complete the project on time and in accordance with specifications, record of past performance, and the contractor’s financial and technical resources. 

The Organization will check references where possible and engage in practical activities such as checking with the local Better Business Bureau and the South Carolina Attorney General’s office to ensure there are no outstanding complaints against the contractor.

The Organization will award a contract to a contractor who has the appropriate experience, expertise, qualifications, and any required certifications, necessary to perform the work. Contractors should also have the financial resources to sustain the project while the initial work is being completed and during each service period until he or she submits invoices for payment to the Organization as work is completed (for example, at the end of each month). Contractors should have the proper equipment or the capability to subcontract for the proper equipment necessary to complete the contracted work. For example, if the contractor is to develop curriculum guidelines on a computer, the contractor should already have his or her own computer with the appropriate software.

Debarment and Suspension: The Organization will not subcontract with or award subgrants to any person or company who is debarred or suspended from receiving federal funds. The Buyers in the Purchasing Department are required to check for excluded parties at the System for Award Management (SAM) website before any procurement transaction paid with federal funds. This list is located at: http://www.sam.gov/. 2 CFR Part 180 and 2 CFR Part 3485. (5f)
Preparation of Purchase Order Form

1. The following information is recorded on the form:

a)   The date the order was written

b)   Vendor name
c)   Description of items ordered

d)   Quantity, unit price, and total price for each item
2. The assigned personnel responsible for purchasing most items prepares and forwards, after obtaining any required competitive bids, the completed purchase order to the Executive Director for approval.  

3. The Executive Director then approves and signs the purchase order, if satisfactory.  The Executive Director’s signature indicates that based upon his/her experience and the documentation examined, the vendor is suitable, the price is reasonable and in accordance with prevailing market conditions, and that the documentation appears to have been prepared following established procedures.

4. The Administrative Assistant and/or Director of Operations then matches the purchase orders with the invoice and verifies that the charges and merchandise is correct.
Receiving Procedures

1. Goods are received at the front office.  The Administrative Assistant or Director of Operations verifies the order is complete.
2. If the shipment is complete, the merchandise is forwarded to the department that requested it.  If only a partial order is received, the purchase order is held until all merchandise is received.  If an order is incomplete due to items being on back order, payment is withheld until the order is complete.  If the item is deleted by the vendor, then the purchase order is reviewed and amended and paid for items received.
Expending Grant Funds
All costs charged to a federal grant are classified as either direct or indirect. While developing and reviewing the grant budget and when expending grant funds, program and fiscal staff should keep in mind the difference between direct costs and indirect costs as defined in the federal cost principles. All costs must be properly and consistently identified as either direct or indirect in the accounting system.

Direct and Indirect Costs

Determining Whether a Cost is Direct or Indirect

Direct costs are those costs that can be identified specifically with a particular final cost objective, such as a federal award, or other internally or externally funded activity, or that can be directly assigned to such activities relatively easily with a high degree of accuracy. 
Indirect costs are those that have been incurred for a common or joint purpose benefitting more than one cost objective, and not readily assignable to the cost objectives specifically benefitted, without effort disproportionate to the results achieved.  Costs incurred for the same purpose in like circumstances must be treated consistently as either direct costs or indirect costs.  Indirect costs usually support areas that benefit all activities of the Organization, such as Accounting, Budget, Purchasing, Building Maintenance, etc. 
Cost Objective: A cost objective is a program, function, activity, award, organizational subdivision, contract, or work unit. A cost objective may be a major function of the Organization, a particular service or project, a federal award, or an indirect cost activity.

Identification with the federal award, rather than the nature of the goods and services involved, is the determining factor in distinguishing direct from indirect costs of federal awards. Typical costs charged directly to a federal award are the compensation of employees who conduct program activities for that award, their related fringe benefit costs, and the costs of materials and other items of expense incurred to carry out the objectives of the federal award.  

The salaries of administrative and clerical staff should normally be treated as indirect costs. Direct charging of these costs may be appropriate only if all of the following conditions are met:

· Administrative or clerical services are integral to a project or activity.

· Individuals involved can be specifically identified with the project or activity.

·    Such costs are explicitly included in the budget or have the prior written approval of the funding agency or other awarding agency.

· The costs are not also recovered as indirect costs.

Indirect Cost Rate (9a)
PCC does not currently have a negotiated indirect cost rate per federal requirements. Until a negotiated rate is defined, PCC can request up to 10% of total federal budget for each grant fiscal year.  This is called de minimus in the approved grant’s budget narrative.
Applying the Indirect Cost Rate: The Organization should negotiate a current, approved federal indirect cost rate to charge indirect costs to a federal grant. Until PCC negotiates an approved and accepted indirect cost rate, the 10% allowed through federal regulation will be used.  The percentage is multiplied against the actual direct costs (excluding distorting items specified by the awarding agency, such as the portion of each contract in excess of $25,000, subgrants, capital outlay, debt service, etc.) incurred under a particular grant to produce the dollar amount of indirect costs allowable to that award. Once the Organization applies the approved rate, the funds that may be claimed for indirect costs have no federal accountability and may be used as if they were non-federal funds. For Direct Grants, reimbursement of indirect costs is subject to the availability of funds and statutory or administrative restrictions. 

Indirect costs are part of administrative costs (vs. program costs). Where a federal program has a specific cap on the percentage of administrative costs that may be charged to a grant, that cap must include all direct administrative charges as well as any recovered indirect charges. If administrative costs are limited to 5%, for example, the total direct administrative costs plus indirect costs claimed for the grant cannot exceed 5%. 

Indirect costs are budgeted in the grant application in the corresponding line item. Although the maximum allowable indirect costs may be budgeted in the application, indirect costs can only be charged to the grant based on actual expenditures of direct costs. Therefore, if the Organization does not expend all of its funds during the grant period, the maximum amount of indirect costs budgeted based on the total grant award cannot be charged to the grant. Prior to finalizing expenditures for the grant and submitting the final expenditure report to TEA or other awarding agency, the Organization adjusts the final amount charged to indirect costs based on the actual expenditures. 

Determining Allowability of Costs 

Grantees are required to have written procedures for determining the allowability of costs charged to federal grants.  All costs must be allowable under the federal cost principles and under the terms and conditions of the specific federal award.
Expenditures must be aligned with budgeted items in the approved grant application. Certain changes or variations from the approved budget and grant application need prior approval from the awarding agency. 

When determining how the Organization will spend grant funds, Project Director, will review the proposed cost to determine whether it is an allowable use of federal grant funds before obligating and spending those funds on the proposed goods or services. All expenditures made with federal education funds must meet the standards outlined in. 

Factors Affecting Allowability of Costs (16a)
In general, PCC staff must consider the following elements when determining the allowability of a cost. In accordance with the federal cost principles, all costs budgeted and charged to a federal grant must be:
Necessary and Reasonable for the performance of the federal award. 

Reasonable Costs: A cost is reasonable if, in its nature and amount, it does not exceed that which would be incurred by a prudent person under the circumstances prevailing at the time the decision to incur the cost was made. ”Reasonable” means that sound business practices were followed, and purchases were comparable to current market prices. A cost can only be approved if it is supported by proper accounting records to include purchase orders, vouchers, invoices, payroll reports, payroll summaries, timesheets, etc (16b) (16d)
A cost can be reasonable if it meets all of the following conditions:
· Prudence was used in making the decision to incur the cost, considering the person’s responsibilities to the Organization, its employees, the public, and the federal government. (16b)

· It is necessary to carry out the objectives of the grant program or is recognized as an ordinary cost to operate the organization. (16c)

· The Organization applied sound business practices; arm’s-length bargaining (i.e., the transaction was with an unrelated third party); federal, state, and other laws and regulations; and the terms and conditions of the award in making the decision.

· The price is comparable to that of the current fair market value for equivalent goods or services.

· There were no significant deviations from the established practices of the organization which may unjustifiably increase the cost. 

When determining whether a cost is necessary, the Organization considers: (16c)
· Whether the cost is needed for the proper and efficient performance of the grant program;

· Whether the cost is identified in the approved budget or application;

· Whether there is an educational benefit associated with the cost;

· Whether the cost aligns with identified needs based on results and findings from a needs assessment; and 

· Whether the cost addresses program goals and objectives and is based on program data.

Allocable to the federal award. A cost is allocable to the federal award if the goods or services involved are chargeable or assignable to the federal award in accordance with the relative benefits received. This means that the federal grant program derived a benefit in proportion to the funds charged to the program.  For example, if 50% of a supplementary tech’s salary is paid with grant funds, then that tech must spend at least 50% of his or her time on the grant program. Additionally, if equipment or supplies purchased with grant funds benefits more than one grant program, the purchase must be “split-funded” among the grant programs receiving benefit. The Organization must be able to demonstrate how a particular cost benefits the specific population being served in the grant. This is an area of frequent audit exceptions. (16a)
Matching or Cost Sharing. Federal grants sometimes require a match (cash or in-kind) or cost sharing.  All matching funds must be:

· Verifiable from the recipient’s records (6a)
· Cannot be included as contribution for any other federally funded program (6b)

· Necessary and reasonable for proper and efficient accomplishment of the program objectives (6c & 17a)
· Not paid by the federal government under another award, unless authorized by the federal funding agency (6d)

· Allowable and provided for in the approved budget (6e)

Consistent with policies and procedures that apply uniformly to both federally-financed and other activities of the Organization. For example, personnel whose travel is paid with federal funds is reimbursed at the same rates as personnel whose travel is paid with state or local funds, and the grant is charged accordingly.
Conform to any limitations or exclusions set forth as cost principles in 2 CFR Part 200, Subpart E, or in the terms and conditions of the federal award.

Consistent treatment. A cost cannot be assigned to a federal award as a direct cost if any other cost incurred for the same purpose in like circumstances has been assigned as an indirect cost under another award. 
Adequately documented. All expenditures must be properly documented with original source documentation that is clearly written and maintained on file (either electronically or on paper) with accounting records. Documentation includes purchase orders/requisitions, invoices, receipts, verification of receipt of goods and services, travel authorizations and vouchers, contracts, time-and-effort records, copies of checks, bank statements, etc. Expenditures that are not supported by source documentation cannot be charged to the grant. (16d, 3c, & 5a)

Program Income (17a-b pgs. 19-20)
Program income means gross income earned by the Organization that is directly generated by a supported activity or earned as a result of the federal award during the grant’s period of performance. Program income can be used to further grant objectives that have been pre-approved and/or put towards the non-federal share of the project (17a)
Program income includes, but is not limited to:

· income from fees for services performed

· the use or rental of real or personal property acquired under federal awards

· the sale of commodities or items fabricated under a federal award (costs to purchase or fabricate items must be allowable under the grant and the activities must be appropriate for the grant program)

· license fees and royalties on patents and copyrights

· principal and interest on loans made with federal award funds

Interest earned on advances of federal funds is not program income. Except as otherwise provided in federal statutes, regulations, or the terms and conditions of the federal award, program income does not include rebates, credits, discounts, and interest earned on any of these.  Additionally, taxes, special assessments, levies, fines, and other such revenues raised by the Organization are not program income unless the revenues are specifically identified in the federal award or federal awarding agency regulations as program income. Finally, proceeds from the sale of real property, equipment, or supplies are not program income. 

The Organization will describe in the applicable grant application any program income it wishes to earn, including a description of the activity(ies) that will be conducted to earn program income and how the activity(ies) will further the objectives of the grant program. The specific Project manager will make the final determination if the activity that is proposed to generate program income is suitable for the program and whether it is permissible to proceed with requesting it in the application.

Use of Program Income

Deduction Method: Per federal regulations, the default method for the use of program income for the Organization is the deduction method. Under the deduction method, program income is deducted from total allowable costs to determine the net allowable costs. (17a) Thus, prior to submitting the expenditure report, the amount of program income must be deducted from total expenditures. Program income will only be used for current costs, the organization’s non-federal share of the project unless the Organization is otherwise directed by the awarding agency.  

Addition Method: The Organization may also request written prior approval from the awarding agency to use the addition method. Under the addition method, program income may be added to the Federal award. The program income must then be used for the purposes and under the conditions of the Federal award. 
The Federal grants do not generate any program income.  Thus no special accounts as used. (17a-b) Federal programs are prorated the amount of rebate as a result of the rebate program that the Organization currently has for the use of a purchasing card used for payment purposes. 

Reporting Program Income (17b)
If the Organization earns any program income, all program income will be reported on the expenditure report, even when the Organization has been given permission in the application to retain the program income and add it to the grant funds.

Grant and Contracts Services Revenue and Receivable Procedures

From time to time, the organization could receive revenues and eventually cash from federal grants.  As such, a policy must be established to account for the revenue and receivable of such items.  

Procedures:

Grant Revenue and Receivable

Grant revenue consists of monies being received from direct Federal sources, such as the Department of Health and Human Services, the Department of Education, or the Office of Rural Health Policy to name a few.  Most of these awards are received by the center through Notice of Grant Awards (NGAs).
Recognition of Revenue and Receivable

There are two methods to recognize revenue for grants.  The methods are either prorated revenue or based on expenditures incurred.  If the grant is issued to the organization for operations and generates service revenue, then the recognition of revenue should be prorated over the life of the grant.

If the grant is not for operations and is rather covering costs for a specific purpose (such as equipment purchase), then the grant revenue must be recognized based on the actual expenditures incurred.  The revenue and receivable recognition should be generated from detailed general ledger reports.

Each month, the Business Office Manager determines the revenue and receivable amount and then debits the receivable and credits the revenue for the proper amount.  

Contract Revenue and Receivable Recognition

The organization receives funding from various state and local agencies to provide services to the organization population.  As a result, the finance department must submit reimbursement requests in the form of vouchers to each agency.  At the conclusion of the month, the Executive Director generates from the general ledger a listing of all expenses and salary costs for each individual program.  These expenses and salary items are then transferred to the reimbursement request in the required format.

The revenue and receivable is booked based on the amount of the voucher submitted and when cash is received, the receivable is reduced for the appropriate amount.

Accounts Payable Procedures

The organization should maintain its accounting records on an accrual basis of accounting.  This method of accounting and financial reporting relies heavily on efficient accounts payable procedures.

A policy should be established whereby the fiscal department maintains copies of packing slips.  These documents are employed to establish the propriety of payments on vendor's invoices.  Upon the receipt of the invoice, the invoice is compared with the supportive documentation.  Accounting records an entry in the Accounts payable register generally debiting an asset or expense account and crediting accounts payable.

Policies

1. The invoice is not paid until the invoice presented for payment is matched to the packing slip, and the proper approvals have been indicated.
2. All invoices received for the current month should be entered into the accounts payable system before the end of the month as received.  Otherwise a journal entry is required to accrue for the invoices received but not entered into the general ledger system.
Procedures:

Maintenance of Support Documentation
Upon receipt of the vendor's invoice, the documents that were retained in the open purchase order file are matched with the invoice and segregated, according to payment date, for further processing.

Procedures When a Purchase Order is not required

1. Purchase orders are not required for personnel service expenditures, consultant and service fees, travel advances, rent, certain other expenditures, etc.

2. Disbursements for payroll is supported by the payroll register.

3. Copies of contracts written for rent, consultants, and other services should be filed in the Executive Director’s office.  Such documents should be referenced in support of vendor payments. Invoices for consultants and other services should be approved by the appropriate personnel.

4. Travel expenses should be supported by receipts.

Preparation of the Checks

1. The check is a three-part form containing the check and such additional accounting information, description of expense, purchase price, discount, account charged, and space for the appropriate authorization.

2. The checks should be prepared for each pay period for invoices awaiting payment and approved.
3. The Executive Director or Director of Operations reviews the completed check and all supporting documentation.  If everything is in order, the Executive Director or Director of Operations then sign the check and forward the second copy and all supporting documentation back to the Business Office Manager.
Payment Procedures

1. Part One of the check is mailed directly to the vendor.  The supporting documentation is filed with a copy of check stub.  

2. The Business Office Manager then files the requisition copy, the receiving report, the vendor's invoice and the check copy by month of payment.
Preparation of Monthly Management Reports

The organization should produce monthly management reports.  
Management Report
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Payroll Procedures (11a pgs. 22-23)
1. The organization has established a policy for the preparation of payroll.  The payroll should be based upon time cards maintained for each employee and advises to report deductions for unauthorized absences, new additions to the staff, and salary changes.  PCC cannot charge salary and wages to a federal grant based on budget estimates. (11b-d & 16d)
2. The time cards are completed weekly.  Each employee is required to complete their time card at the beginning of work and when they leave for the day with the reflection of hours worked.  At the end of each week, the employee’s supervisor is responsible for certifying timesheets. (11c)
3. A log of employee's vacation days, sick days, etc. is also maintained and the time cards are adjusted appropriately for each of these types of days taken off.
4. Charges to federal awards for salaries and wages must be based on records that accurately reflect the work performed. (11b, 11c)
· Be supported by a system of internal controls which provides reasonable assurance that the charges are accurate, allowable, and properly allocated (PEO System)
· Be incorporated into official records 

· Reasonably reflect total activity for which the employee is compensated, not exceeding 100% of compensated activities 

· Encompass both federally assisted and all other activities compensated by the Organization on an integrated basis 

· Comply with the established accounting policies and practices of the Organization, and 

· Support the distribution of the employee’s salary or wages among specific activities or costs objectives if the employee works on:

· More than one federal award

· A federal award and a non-federal award

· An indirect cost activity and a direct cost activity

· Two or more indirect activities which are allocated using different allocation bases, or

· An unallowable activity and a direct or indirect cost activity.

5. All employees who are paid in full or in part with federal funds must keep specific documents to demonstrate the amount of time they spend on grant activities. This includes an employee whose salary is paid with state or local funds but is used to meet a required match or cost share for a federal program. 

These documents, known as timesheets, are maintained in order to charge personnel costs to federal grants. In addition, current and up-to-date job descriptions for each employee are maintained.  (11b)
Policy
The organization should prepare the payroll checks from time cards approved by the department supervisors.  Overtime pay should be approved the supervisor.
 Procedures:

Payroll Reports Maintained (16d) (11a, 11b, 11c)
The following reports are generated by Executive Director.
1. Payroll register that identifies gross pay, less deductions and net pay by employee.
2. Employees earnings record which identifies cumulative gross pay and cumulative deductions and net pay for individual employees.
3. Available vacation balances with corresponding dollars

4. Quarterly State and Federal Tax Returns
Recording Entries to Books of Accounts

Bi-weekly, the payroll costs are accumulated and posted to the general ledger.  Fringe benefits are recorded each payroll period.  

Accounting for Fixed Assets

Fixed assets accounting procedures are applicable to capital expenditures and certain donated assets.  The organization has established $5000 for capitalizing expenditures that include the purchase of buildings and equipment and leasehold improvement.  The procedures describe in this section prescribes the required property records and the basis for the calculation of depreciation.

Policies:

1. For accounting purposes, capital expenditures should be capitalized.  This capitalization policy guideline is applied to an individual item over $5000.  Donated assets are treated as fixed assets when their fair market value exceeds the capitalization guideline.  Donated assets are recorded at the approximate fair market value at the time of donation.  Used equipment is capitalized using the same general guidelines as new equipment except that the useful life is shorter.  To determine the estimated life, consider the condition and age of the asset. (13a) Used equipment is recorded at cost.

2. For any asset with a net book value of over $5,000 and purchased with Federal Funds, the organization must obtain approval from the Funding source before disposing of the asset.

3. See Circular A - 110, for additional information about property standards on fixed assets purchased with Federal dollars.
Procedures:

Asset Classes

To provide the desired level of management control and winning clerical effort, fixed assets should be classified into the following categories defined below:

1. Land - Land has no value threshold.  As long as the organization owns a parcel of land, the land is valued at the cost to the organization.  If the land was donated to the organization, then the organization will record the land at the estimated fair market value of the land.  Land is never depreciated.

2. Building - The organization must own the building in order to categorize the asset line item as building.  All costs associated with the building, or improving the life of the building may be capitalized.  Buildings are depreciated over 30 years or the useful life of the building at time of acquisition, whichever is less.

3. Furniture and Equipment - Furniture and equipment includes items such as basic office furniture, computers, computer hardware (server, etc.), copiers, telephone equipment, etc.  Depreciation is based upon the useful life of the specific item that was capitalized.
Maintenance of Property Records 
The organization maintains property records to safeguard assets and provide a basis for the calculation of depreciation. The organization safeguards the property by utilizing surveillance cameras and local police authorities perform morning and evening lock checks.  Confidential records and valuables are kept under lock and key with only the Executive Director and Director of Operations having keys to open.  (13d) Thus the organization maintains a ledger which lists all the property on the organization's balance sheet by date purchased, description of asset, useful life, and cost of asset along with the physical address (location) where property is located. Further, the asset records show the current year depreciation charge and total accumulated depreciation as well as net book value of the asset.  As further control, all furniture and equipment are tagged with a serial number and the serial number is noted on the fixed asset ledger as well. (13a, c)
If the organization receives funding from an outside source (city, state, or federal government) to purchase equipment, the organization should indicate on the asset ledger which items were bought with these funds.  It could be possible, depending on the source of funds, that the equipment has reversionary rights.  (13a) This means that the asset may revert to the funding agency if the organization ceases the line of business that the asset was purchased for.  

In addition, the organization should conduct and document a physical inventory on all fixed assets. Periodic physical inventories will be taken and reconciled to the property records no less frequently than every other year. (13b)
Disposal of Fixed Assets (13e)
Occasionally, an asset is sold or otherwise disposed of.  Retirements are credited at cost value (cost less accumulated depreciation) based upon an advice prepared by the accountant and approved by the finance management team.  The gain or loss is calculated by deducting the book value from the proceeds received, if any.  Any such gain or loss is treated as miscellaneous revenues or expenses.

If the asset disposed of was purchased using federal funds from direct programs of HRSA, approval must be obtained from the HRSA for all asset dispositions over $ 5,000.  If the asset disposed was purchased with localities funds, approval may have to be obtained from the funding agency. (13e)
Calculation of Depreciation

Depreciation is calculated on a straight-line basis over the estimated useful life of the assets. Unless there has been a material acquisition of property and equipment during the year, depreciation equals 1/2 the annual amount will be taken in the year of acquisition.
Travel Policies and Procedures (12a pgs. 25-26)
The purpose of the travel policies and procedures is to reimburse employees for funds paid in the course of performing the pre-approved activities of the organization. (12b)
Policies

It is the policy of the organization to provide reimbursement for pre-approved travel related expenses, including transportation, hotels, and food. These expenses must be related to activities of the organization, and must be pre-approved by the appropriate level of management.  Any flights purchased should be coach only and any car rental should be for small to mid-sized vehicles (12b, e)
Procedures: 

1. All reimbursement for travel related expenses requires documentation of the expenditure through third party receipts or other verifiable documentation.  All travel must be pre-approved by appropriate management and must be reasonable meaning related to approved grant activities or duties. (12b-c)
This includes reimbursement for use of taxi and public transportation, and, when pre-approved, use of an employee's personal automobile.  Automobile expense for use of an employee's personal automobile is reimbursable.  Both mileage and lodging fees charged to federal programs will be limited to rates published in the Federal Travel Regulations (prescribed by General Services Administration GSA).  Rates are set by fiscal year, effective October 1 each year and PCC can search with city and zip code. (12d)
2. For out of area travel, the organization will reimburse all pre-approved travel related costs of hotel accommodations, transportation to and from the destination, including airline, train or bus tickets, taxicab fares, etc. A per diem amount per day for food will be granted based on the Federal Travel Regulations per diem rates (www.gsa.gov). (12d)
3. Out of area travel requires completion of a Travel Reimbursement Request form. The form must be fully and accurately completed, and submitted to the Supervisor. (All costs regardless of who paid them are to be included on this form. All receipts must be attPCCed).  The following items are included on the travel reimbursement request form: (12f)
1.  Employee's name

2.  Date of the submission

3.  Destination

4.  Purpose of the travel

5.  Date of departure and the date of return
6.  Transportation modes and costs

7.  Lodging

8.  Per Diem: Write the # of days and multiply by the Per Diem amount and/or original receipts
9.  Other: Write all other expenses incurred and purpose

            10.  Total amount to be reimbursed

            11.  The employee to be reimbursed must sign & date the form as indicated

            12.  The employee's supervisor must sign & date the form as indicated

            13.  Submit the form to Executive Director for final authorization.
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Regulatory Reporting

When the organization receives funding from various federal and state sources, it must comply with specific regulatory reporting required by the grants and contracts.  Listed below are examples of the regulatory reporting for every organization.

Policy

All reports the organization is required to submit to the various agencies and the government are to be submitted timely.

Specific Reports 

Financial Status Report – EACH quarter, a federal financial report (FFR) is due within 30 days after the end of the quarter.  The organization completes an FFR in the PMS.  An FFR is also required at the end of the grant’s fiscal year. At the conclusion of the HRSA/ORHP grant year, the Center is required to submit to HRSA a Financial Status Report (FSR) that outlines how the organization spent the funds.  Specifically, if the organization did not spend all of the funds as outlined in the grant award, the organization may be required to refund the money to the HRSA or submit a Carry Over request to HRSA.  This report is due to HRSA 90 days after the end of the grant year.

(FFR) SF 425 (Reported by Executive Director) - This report summarizes the cash draw-down for Federal grants for each quarter of the year.  The FFR SF 425 is a required report that must be submitted 45 days after the end of the quarter.  

Annual Audit in Accordance with Title 45 CFR Part 75 ( Uniform Administrative Requirements, Cost Principles and Audit Requirements of HHS Awards) (Reported by accounting/audit firm).  The Audit Requirement is 45 CFR 75.501.  When the organization receives funding from the federal government whereby they expend $750,000 or more of federal assistance, the organization is required to obtain an annual audit in accordance with the Single Audit Act Amendments of 1996, OMB Circular A-133, “Audits of States, Local Governments and Non-Profit Organizations.” Reports on these audits must be submitted to the Federal Audit Clearinghouse (FAC) within the earlier of 30 days after receipt or nine months after the FY’s end (2a-b)
IRS Form 990 and State Submission (Reported by accounting/audit firm) - These reports are the required Annual Informational returns for every organization.  If the organization is exempt from income tax under Section 501(C)(3) these returns are informational in nature and will not yield tax due unless the organization enters into a revenue stream that is unrelated to the organization's exempt purpose

Audit Firm

The PCC Board of Directors selects the audit firm to conduct the annual audit. It is the policy of PCC to contract with the selected auditing firm for a period not to exceed one year. At any time, the PCC Board of Directors may request that the solicit proposals from and interview other CPA firms specializing in auditing organizations (and experienced in audits conducted in accordance with government auditing standards) and, with the assistance of the Board Treasurer, the PCC Executive Director makes a recommendation to the Board of Directors for final selection. If proposals are solicited, re- awarding the contract for auditing services to the existing auditing firm is acceptable as long as the interview and selection criteria clearly indicate the firm is the most qualified and cost effective. Annual Audits It is the policy to conduct an annual financial audit. A schedule of federal awards is prepared before requesting the audit engagement letter to determine if federal expenditures exceed the Single Audit threshold. When annual federal expenditures exceed the threshold ($750,000), the organization notifies the accounting firm that a Single Audit is also required. When the threshold is not exceeded, the organization’s auditor notifies the accounting firm that a Single Audit is not required. The auditor then confirms that the single audit threshold was not exceeded. The Engagement Letter It is the policy to review the draft of the CPA engagement letter before it is assigned to ensure that it covers matters important to management. The engagement letter will be reviewed and signed by the Executive Director or Director of Operations on behalf of the Board of Directors.  (2b)
Reports on these audits will be submitted to the Federal Audit Clearinghouse (FAC) within the earlier of 30 days after receipt of nine months after the FY’s end. (2c)
Mandatory Disclosure
Upon discovery of any potential conflict, the Organization will disclose in writing the potential conflict to the federal awarding agency in accordance with applicable federal awarding agency policy. Any employee who recognizes the conflict should report it directly to their supervisor who will report up the chain of command.  The Executive Director will be responsible for reporting to the funding agency.
In addition, the Organization will disclose, in a timely manner, in writing to the federal awarding agency, all violations of Federal criminal law involving fraud, bribery, or gratuity violations potentially affecting the federal award.  Failure to make required disclosures can result in any of the remedies described in the Remedies for Noncompliance, including Debarment and Suspension. As per DBD Legal & Local if a purchasing department employee discovers a potential conflict that employee will notify the Purchasing Administrator.  The Purchasing Administrator will then notify BISD Internal Audit Department of the conflict. (15a)
The organization serves persons in need of medical care.  Services do not discriminate on the basis of age, disability, sex, race, color, national origin or religion.  The HHS Office of Civil Rights provides guidance to grant and cooperative agreement recipients on complying with civil rights laws that prohibit discrimination on these bases.  The organization and its employees will comply with these federal requirements.  Any employee found guilty of not adhering to these guidelines is subject to termination.  HHS also provides specific guidance for recipients on meeting their legal obligation under Title VI of the Civil Rights Act of 1964 which prohibits discrimination on the basis of race, color or national origin in programs that receive federal assistance.  The organization will provide language assistance services when needed.  The organization will support these federal policies and will not tolerate non-compliance.  Any employee not following these guidelines is subject to termination. (15b)
The organization will also adhere to the requirements of Section 106(g) of the Trafficking Victims Protection Act of 2000.  Human Trafficking is a form of modern day slavery and is the second largest criminal industry in the world after drug trafficking.  Human trafficking is a crime and is not permitted.  Any employee concerned about a patient and/or another co-worker that is involved in these type of activities is required to report their suspicions immediately to the direct supervisor.  The direct supervisor will then report to the Administrative team at the organization and a member of the administrative team will report this suspicious behavior to the local police authority and will also agree to participate in any form of investigation. (15b)
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