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ACCOUNTING POLICIES
Approved 2017

Lac qui Parle Health Network
Hospital Service Cooperative

1. General 
· Organizational Structure
· The Role of the Board of Directors
Lac qui Parle Health Network (LqPHN) is governed by its Board of Directors, which is responsible for the oversight of the Network by:
a. Planning for the future.
b. Establishing broad policies.
c. Approving grant applications.
d. Reviewing and approving the annual audit.
e. Reviewing financial information.
f. Hiring, evaluating, and working with the Executive Director.                                        
g. Authorizing establishment of all bank accounts and check signers.
h. The Executive Director shall be responsible for the day-to-day oversight and management of Lac qui Parle Health Network.  
· Fiscal Year of Organization

Lac qui Parle Health Network operates on an October 1st to September 30th fiscal year.  Any changes to the fiscal year of the Network must be ratified by majority vote of the Board of Directors.
2. 
CASH

The organization considers all highly liquid investments with a maturity of three months or less when purchased to be cash equivalent.  
· Petty Cash

No petty cash funds will be maintained by the Network.
· Cash Receipts (Includes Checks and Cash) 
All cash and checks received through the mail or in person will be secured in the Lac qui Parle Health Network office.  
The Executive Director will prepare the deposit and deliver to the bank.  The Executive Director will then enter the transaction into QuickBooks, the software the Network uses for its accounting.  
Returned deposit items 

All returned deposit items will be automatically re-deposited by the designated bank for the second presentment.  If the check is returned from the bank it will be handled according to applicable laws.
· Billing/Invoicing Policies
Billing and Financial Reporting

Lac qui Parle Health Network shall prepare and submit financial reports as specified by the financial reporting clause of each grant or contract award document. Preparation of these reports shall be the responsibility of the Executive Director.
The following policies shall apply to the preparation and submission of billings to Federal agencies under awards made to Lac qui Parle Health Network: 

1. The organization will request reimbursement after expenditures have been incurred, unless an award specifies another method. 

2. It is the policy of Lac qui Parle Health Network to minimize the time elapsing between the transfer of funds from grantors and the issuance of payments or other program outlays as per the applicable federal guidelines, and/or contract agreements.

3. Each award normally specifies a particular billing cycle. Therefore, a report schedule is established for each grant and contract to ensure that reimbursement is made on a timely basis along with any other reporting that is required in addition to the financial reports. 

4. Requests for reimbursement of award expenditures will use the actual amounts as posted to the general ledger as the source for all invoice amounts. 

· Cash Requests From Funding Sources
Cash advances from funding sources shall be limited to the minimum amounts needed and timed to be in accordance with the actual, immediate cash requirements of the Network in carrying out the purpose of the approved program or project.  The timing and amount of cash advances shall be as close as is administratively feasible to the actual disbursements.

The Network shall utilize electronic cash requests to request funds whenever possible.  

All state and local requests of cash shall follow the appropriate federal guidelines and/or the contractual agreement. 

· Cash Disbursements
The Network processes accounts payable as needed.  All disbursements are required to have proper documentation, and authorization.  
· Bank Reconciliations

The LqPHN account is reconciled monthly by the 15th of the month.  A member organization, Appleton Area Health Services Chief Financial Officer (CFO) reconciles the QuickBooks reconciliation to the Bank Statement.  This CFO does not have authorization to sign checks.  This CFO also verifies the documentation is sufficient to support the expenditure and initials approval of the documentation, and then maintains the original documentation files.  
The main bank account statement is printed from the online statement.   A member organization Madison Healthcare Services Chief Financial Officer (CFO) has online access to the accounts and randomly reviews the items for unusual or unexplained items, such as unusual endorsements on checks, indications of alterations to checks, etc.  The purpose of this inspection is to identify signs of forgery, altered or substitute checks, unusual endorsements, or other signs of fraudulent activity. 
After the account is reconciled, a member organization Johnson Memorial Health Services Chief Financial Officer (CFO) will approve the reconciliation.  
· Investments
Interest earned will be recorded as cooperative income as it is the Network’s policy to minimize the time between the receipt and disbursement of federal and state funds thereby effectively minimizing the amount of interest earned on federal and state funds.

Investments will be placed in reasonable safe and sound investments as would be used by similar agencies.  
· Cash Accounts

General Checking Account (operating account):

The primary operating account provides for routine business check disbursements, and a debit card for electronic purchases.  All cash deposits are made to this account. 
There is no Electronic Funds Transfer made out of the account, unless there are special circumstances where the Executive Committee would approve the transfer in advance.  
· Authorized Signers

The Executive Director and a member organization Madison Healthcare Services Chief Financial Officer (CFO) are the two signatures authorized to sign checks for the Lac qui Parle Health Network.   Only one signature is required for checks.  
· Blank Checks
Blank checks will be stored in and a member organization Madison Healthcare Services Chief Financial Officer (CFO)’s office.   They will be stored in a locked file cabinet.  
· Stale Checks

Contact will be made with the payee to attempt to resolve any checks that have not been cashed and are more than 6 months old.  
The LqPHN will also comply with the state of Minnesota laws regarding unclaimed property. Accordingly, if uncashed checks are subject to a state reporting and transfer requirement, the Agency shall file all appropriate forms and remit unclaimed property to the appropriate jurisdiction.

· Travel
At the conclusion of a business trip, an employee or member of the Board of Directors that has incurred business-related expenses should complete an expense report in accordance with the following policies:  

· With the exception of tips, tolls, reimbursed mileage, and per diems, all business expenses must be supported with invoices/receipts. 

· Vendor receipts/invoices must be submitted for all travel expenditure other than per diem expenses. Credit card charge slips do not represent adequate supporting documentation

· For airfare, airline-issued receipts should be obtained. If a traveler fails to obtain a receipt, other evidence must be submitted indicating that a trip was taken and the amount paid (for example, a combination of an itinerary, a credit card receipt, and boarding passes).

· All expense reports must be signed and dated by the employee or Board member.
Reasonable expenses incurred by employees, and/or Board members while conducting network business will be reimbursed by the Network.  
Mileage, meals and incidentals, and lodging are limited to the rates published in the Federal Travel Regulations, unless otherwise justified.

Airfare is limited to coach seating and car rental is limited to mid-sized, unless otherwise justified.

For any Federal Award, costs incurred by employees who are in travel status on official business may be charged on an actual cost basis consistent with written travel reimbursement policies.  Costs are allowable with the prior written approval of the Federal awarding agency, and the participation of the individual is necessary to the Federal award.  
Mileage expense for the use of private automobiles and other miscellaneous expenses will be reimbursed.  The LqPHN reimburses mileage at the current allowable IRS regulation rate.  
Expenses incurred by the Executive Director will be approved by the members of the Executive Committee.  A member organization Madison Healthcare Services Chief Financial Officer (CFO) will write the check after the expenses have been approved and documentation is received.  
· Credit Card Purchases
The LqPHN does not have any credit cards.  

· Time and Attendance Reporting

Employees are responsible for completing an accurate timesheet at the end of each pay period.   Timesheets will reflect an after-the-fact determination of the actual activity.   Budget estimates will not be used as support for charges to awards; each timesheet shall reflect all hours worked during the pay period (time actually spent on the job performing assigned duties).  
The timesheets will be signed and dated by the employee as a legal document.  

Distribution of salary and wages charged to each federal award is based on the actual employee activity as reflected in the timesheet.  

Standards for Documentation of Personnel Expenses

The Agency follows the requirements in 45 CFR Part 75.430(i), Standards for Documentation of Personnel Expenses, as well as requirements in specific grants.  

Charges to Federal awards for salaries and wages must be based on records that accurately reflect the work performed. These records must:

1. Be supported by a system of internal control which provides reasonable assurance that the charges are accurate, allowable, and properly allocated;

2. Be incorporated into the official records of the agency;

3. Reasonably reflect the total activity for which the employee is compensated;

4. Encompass both federally assisted and all other activities compensated by the agency on an integrated basis;

5. Comply with the established accounting policies and practices of the agency; and

6. Support the distribution of the employee's salary or wages among specific activities or cost objectives if the employee works on more than one Federal award; a Federal award and non-Federal award; an indirect cost activity and a direct cost activity; two or more indirect cost activities which are allocated using different allocation bases; or an unallowable activity and a direct or indirect cost activity.

7. Budget estimates (i.e., estimates determined before the services are performed) alone do not qualify as support for charges to Federal awards

· Indirect Costs
Lac qui Parle Health Network negotiates an indirect cost rate agreement with the United States Department of Health and Human Services.  

The Executive Director of The Lac qui Parle Health Network prepares the rate proposal agreement and submits it annually or as necessary.  
LqPHN will use the rate determined for the effective period from the Indirect rate agreeement.  Predetermined or fixed rates may replace provisional rates at any time prior to the close of the fiscal year.    
Any cost that can be directly charged to a program will be coded to that specific program.  All costs that are cannot be identified with a specific program will be coded to the indirect cost center.   

The Indirect cost center holds expenses that include the Executive Director wages, payroll processing and accounting expenses, rent and facility expenses, office supplies, postage, etc.  The indirect cost center is allocated based on number of fiscal transactions.   
The Executive Committee and/or Board will approve the negotiated rate agreement.  

3.      ACCOUNTING SYSTEM

The Lac qui Parle Health Network uses QuickBooks for its accounting software.  

Each federal program or other specific programs are identified by a separate class in the software. Reports are prepared at least monthly on each program to report revenue and expenses.  

The process of maintaining records pertaining to the source and application of receipts and disbursements, federal awards, authorizations, obligated balances, assets, expenditures and income and interest , which must be supported by source documentation.  

The original documentation to support all expenditures and receipts are scanned into the system and saved.  
After the account is reconciled each month, reports are prepared to compare expenditures with budget amounts for each award to ensure total costs do not exceed the amounts budgeted for the grant period. 

All variances between actual and budgeted expenditures are researched and resolved.  Any significant variance will be reported to the Executive Committee and the Board.  

QuickBooks software was purchased in 2014 and has the ability to run reports from that time forward. 

All grant fund reporting and documentation will be kept a minimum of 7 years from the end of the grant funding period.  

4. 
PURCHASING - PROCUREMENT
Policy Statement:  It is the policy of Lac qui Parle Health Network (LQPHN) to purchase supplies, equipment, construction, and other services in an effective, efficient manner and in compliance with applicable Federal, State, and Local laws, ordinances, rules, regulations, and executive orders.  Specifically LQPHN’s procurement standards will comply with OMB Uniform Administrative Requirements, Cost Principles and Audit Requirements for Federal Awards Part 200.  When the policy is in conflict with a specific funding source contract requirement, the latter shall prevail.
The Lac qui Parle Health Network will evaluate in-house capabilities before obtaining external assistance.
The Lac qui Parle Health Network outsources payroll, some accounting and IT technology services with the members of the network.  Other services may be outsourced for specific grants including evaluation services, media campaigns, and other 

The Lac qui Parle Health Network Executive Director will report at each Monthly Executive Committee meeting the upcoming anticipated expenses and travel for pre-approval.  
· Procurement Standards

a. Code of Conduct – No LQPHN employee, and board members shall not participate in the selection, award, or administration of a contract in which Federal or State funds are used, where to his or her knowledge he/she or his/her immediate family, partners, or organization in which he/she or his/her immediate family or partner has a financial interest or with whom he/she is negotiating or has any arrangement concerning prospective employment.   

b. The Network’s Board of Directors, employees, or agents shall not solicit nor accept gratuities, favors or anything of monetary value from contractors or potential contractors but does not preclude the acceptance of normal hospitality.
c. Favors or anything of monetary value from contractors or potential contractors will not be accepted.  That  does not preclude the acceptance of normal hospitality.  
d. Open Competition – Lac qui Parle Health Network will utilize, to the maximum extent feasible and subject to cost benefit consideration, open and free competition.  Contractors that develop or draft specifications, requirements, statement of work, and invitations for bids and/or request for proposals will be excluded from competing for such procurement. 
e. Awards shall be made to the bidder whose bid is responsive to the solicitation and is most advantageous to Lac qui Parle Health Network price and other factor’s considered.  Solicitations shall clearly set forth all requirements that the bidder/offeror must fulfill in order for his/her bid/offer to be evaluated by the Network.  The LqPHN shall reserve the right to reject any or all bids/offers.

f. Unnecessary Purchases – It shall be the responsibility of the Executive Director to follow procedures to assure the avoidance of purchasing unnecessary or duplicated items.  An analysis of lease and purchase alternatives of equipment acquisitions to determine the economical, practical procurement will be completed when appropriate.
g. Reasonable costs and fees – The Executive Director will research comparable costs prices for the comparable goods or services for the geographic area. 
h. Specifications – The Executive Director shall prepare solicitations for goods and services based upon a clear and accurate description of the technical requirements for the material, product, or service to be procured.  Such a description shall not, in competitive procurement, contain features which unduly restrict competition.  “Brand name or equal” descriptions may be used as a means to define the performance or other requirements of an item.  If there is a dispute regarding “brand name or equal” the Executive Committee will make the determination.
i. Responsible Bidder – Contracts shall be made only with responsible contractors who possess the potential ability to perform successfully under the terms and conditions of a proposed procurement.  Consideration shall be given to such matters as contractor integrity, record of past performance, financial and technical resources, or accessibility to other necessary resources.
j. Prior to selecting a new consultant or contractor, the Excluded Parties List System, within the System for Award Management (SAM) will be checked to ensure the individual or recipient is not prohibited from receiving federal funds.  

Affirmative Consideration of Minority, Small Business & Women-Owned Businesses and Labor Surplus area firms
Positive efforts shall be made to utilize small businesses, minority-owned firms, and women's business enterprises, and labor surplus area firms whenever possible. Therefore, the following steps shall be taken:

1.
Ensure that small business, minority-owned firms,  women's business enterprises and labor surplus firms are used to the fullest extent practicable. 
2. Make information on forthcoming opportunities available and arrange time frames for purchases and contracts to encourage and facilitate participation by small business, minority-owned firm’s  women's business enterprises, and labor surplus firms.

3.
Consider in the contract process whether firms competing for larger contracts tend to subcontract with small businesses, minority-owned firms women's business enterprises and labor surplus firms. 

4.
Encourage contracting with consortiums of small businesses, minority owned firms  women's business enterprises and labor surplus firms when a contract is too large for one of these firms to handle individually. 
5.
Use the services and assistance, as appropriate, of such organizations as the Small Business Administration and the Department of Commerce's Minority Business Development Network in the minority-owned firms and women's business                  enterprises
· Right to Audit Clause

Lac qui Parle Health Network requires a “Right to Audit” clause in all contracts between the Network and contractors that either:

1.
 Take any form of temporary possession of assets directed for the Network, or 

2.
Process data that will be used in any financial function of the Network. 

This Right to Audit clause shall permit access to and review of all documentation and processes relating to the contractor’s operations that apply to Lac qui Parle Health Network, as well as all documents maintained or processed on behalf of Lac qui Parle Health Network, for a period of three years. The clause shall state that such audit procedures may be performed by Lac qui Parle Health Network employees or any outside auditor or contractor designated by the Network.

4.
COST PRINCIPLES: ALLOWABLE, REASONABLE, AND 
ALLOCABLE

Lac qui Parle Health Network complies with OMB 45 CFR Part 75 “Cost 
Principles”. The Executive Director is responsible to assure that all costs charged to any grant are allowable.

The following guidelines will be used to determine if a cost is allowable, reasonable, and allocable before charging any cost to the grant award.

· Allowability of Costs

To be allowable under a grant award, costs must meet the following general criteria:

a. Be necessary and reasonable for the performance of the award and be allocable to the grant award. (See below for determining reasonable and allocable.)

b. Conform to any limitations or exclusions set forth in OMB 45 CFR Part 75cost principles or in the grant award as to types or amount of cost items.

c. Be consistent with policies and procedures that apply uniformly to all activities (programs) of Lac qui Parle Health Network
d. Be accorded consistent treatment.

e. Be determined in accordance with generally accepted accounting principles.
f. Not be included as a cost or used to meet matching requirements of any other federally financed program in either the current or a prior period.

g. Be adequately documented.  Adequately documented requires original receipts for documentation, and initials of the person making the purchase and also of the person who approved the documentation was appropriate.  
· Reasonable Costs 

A cost is reasonable if, in its nature or amount, it does not exceed that which would be incurred by a prudent person under the circumstances prevailing at the time the decision was made to incur the cost.  
In determining the reasonableness of a given cost, consideration shall be given to:

a. Whether the cost is of a type generally recognized as ordinary and necessary for the operation of the organization or the performance of the program.

b. Market prices for the comparable goods or services for the geographic area.  
c. The restraints or requirements imposed by such factors as generally accepted sound business practices, arms length bargaining, Federal and State laws and regulations, and terms and conditions of the award.

d. Whether the individuals concerned acted with prudence in the circumstances considering their responsibilities to the organization, its members, employees, clients, the public at large, and the Government.
e. There shall be no significant deviations from the established practices of Lac qui Parle Health Network that may unjustifiably increase the costs.

· Allocable Costs

A cost is allocable to a particular cost objective, such as a grant, project, service, or other activity, in accordance with the relative benefits received. A cost is allocable to a Federal  award if:

a. It is treated consistently with other costs incurred for the same purpose in like circumstance and if it:

*
Is incurred specifically for the Federal award;

*
Benefits both the award and other work and can be distributed in reasonable proportion to the benefits received; or
*
It is necessary to the overall operation of Lac qui Parle Health Network although a direct relationship to any particular cost objective cannot be shown.
Any cost allocable to a particular award or other cost objective may not be shifted to other Federal awards to overcome funding deficiencies or to avoid restrictions imposed by law or by the terms of the award.
5.  PROPERTY CONTROL

Property records will be maintained that include a description, cost, purchase date, source of funding, location and condition of each property line item.  

Periodic physical inventories will be taken and reconciled to the property records no less frequently than every other year.

Property purchased with Government funds will be tagged.  

Property will be safeguarded to prevent loss or theft.  All offices will be locked at night.  

For equipment (or residual inventories of supplies) with a remaining per unit fair market value of less than $5,000 at the conclusion of the award, the Network shall retain the equipment without any requirement for notifying the Federal agency. 

If the remaining per unit fair market value is $5,000 or more, the Network shall gain a written understanding with the Federal agency regarding disposition of the equipment. This understanding may involve returning the equipment to the Federal agency, keeping the equipment and compensating the Federal agency, or selling the equipment and remitting the proceeds, less allowable selling costs, to the Federal agency.
6.  PROGRAM INCOME
The Lac qui Parle Health Network will limit the use of program income relating to projects financed with federal funds to  one or more of the following 

· Furthering the eligible project or program objectives

· Financing the non-federal share of the project or

· Deducting fom the total federal share of the projcet allowable costs.  

7.  AUDIT
Lac qui Parle Health Network complies with OMB 45 CFR Part 75 “Audits requirements by obtaining annual organization-wide audits if $750,000 or more is expended in Federal awards during the fiscal year or, if necessary for funding sources”.   
The Executive Director will prepare the Schedule of Expenditures of Federal Awards (SEFA) to determine if an audit is required to be performed in accordance with the Singe Audit Act for fiscal years with expenditures under the Federal awards of $750,000 or more.  

If an annual audit is deemed necessary, LqPHN will follow the procurement guidelines in selecting and engaging an audit firm.

Reports on these audits will be submitted to the Federal Audit Clearinghouse (FAC) with the earlier of 30 days after receipt or nine months after the fiscal year end.  

8.   CASH MATCH AND IN-KIND DONATIONS
A.
Cash Match can be from state funds, local funds, private or corporate donations, .program income (if prior approval is received to count as match), or any other non-federal funds.  Federal funds may be used for match only when expressly authorized or approved by the funder.  The grant application must identify both the source and the proposed use for cash match.

NOTE: Cash donations do not count as match until the date the cash is actually spent for a program purpose cost, not on the date when the cash was received.

B.
In-kind donations could be in the form of volunteer services to the program; loaned equipment or space; donated supplies; or donated land, building, or equipment.

C. Volunteer services furnished by professional and technical personnel, consultants, and other skilled and unskilled labor will be included in in-kind if the services are an integral and necessary part of the program.

The Executive Director is responsible for the in-kind and/or other match required for the program to ensure that recorded in-kind is:

· Verifiable from records.

· Not included as in-kind for any other project or program.

· Necessary and reasonable for proper and efficient accomplishment of project or program objectives.

· Allowable under OMB Circular 45 CFR Part 75
· Provided for in the approved budget when required by the awarding agency.

· Not paid by the Federal government under another award, except where authorized by Federal statute to be used for cost sharing or matching.

· Provided for in the approved budget when required by the Federal awarding agency.



  Valuation of In-kind Contributions
A.
Value of donated land and buildings will be its fair market value at the time of the donations, as established by an independent appraiser (certified, real estate property appraiser).

B.
Value of donated equipment will be the fair market value of equipment of the same age and condition at the time of the donation.

C.
Value of donated space within a building (or playground, parking lot, etc) will be the fair rental value of comparable space, as established by an independent appraisal of comparable space and facilities in a privately owned building in the same area.

D.
Value of loan equipment will be its fair rental value.

E.
Value of volunteer services will include salary and fringe benefit rates, and will be consistent with starting wage paid for similar work in the geograpical area.  
Disclosure Requirements

A board director or employee who believes that he/she may be perceived as having a conflict of interest in a discussion or decision must disclose that conflict to the group making the decision. Most concerns about conflicts of interest may be resolved and appropriately addressed through prompt and complete disclosure.

Therefore, the network requires the following:

1. 
On an annual basis, all members of the Board of Directors, the Executive Director, and employees with purchasing and/or hiring responsibilities or authority shall inform, in writing, the Executive Director of all reportable conflicts.

2. 
The Executive Director shall review all forms completed by employees and board members and the Executive Committee, and determine appropriate resolution in accordance with the next section of this policy.

3.
If a conflict arises during the year, the employee or board member will immediately notify the Executive Director who will determine appropriate resolution with the Executive Committee.

Resolution of Conflicts of Interest

All real or apparent conflicts of interest shall be disclosed to the Board or Directors.  

An employee or board member may appeal the decision that a conflict (or appearance of conflict) exists to the Chair of the Board. 

 Disciplinary Action for Violations of this Policy

Failure to comply with the standards contained in this policy will result in disciplinary action up to and including termination.

Disciplinary action will be taken:

1.
Against any employee who authorizes or participates directly in actions that are a violation of this policy.

2.
Against any employee who has deliberately failed to report a violation or deliberately withheld relevant and material information concerning a violation of this policy.

3.
Against any director, manager or supervisor who attempts to retaliate, directly or indirectly, or encourages others to do so, against any employee who reports a violation of this policy.

A board member who violates this policy may be removed from the board.
MANDATORY DISCLOSURES

Lac qui Parle Health Network will not discriminate any one receiving services with on the basis of age, disability, sex, race, color, national origin or religion.  

Lac qui Parle Health Network, employees or subrecipents of any federal awards will not engage in severe forms of trafficking in persons; Procure a commercial sex act; or Use forced labor in the performance of  any award or subawards under the award.

As soon as feasibly possible all violatons of federal criminal law, involving fraud, bribery and gratuity violations will be sent in writing to HHS if it will affect an award.  
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