BALDWIN HOUSING COMMISSION

INTERNAL CONTROL POLICY

The Baldwin Housing Commission understands the importance of protecting, safeguarding and managing its resources.  The goals of the internal control policy are to ensure that the Commission:

· Adheres to laws, regulations and management directives;

· Promotes orderly, economical, efficient, and effective operations and achieves its planned outcomes;

· Safeguards resources against fraud, waste, abuse and mismanagement;

· Provides quality services consistent with the Commission’s Mission Statement and;

· Develops and maintains reliable financial and management information and fairly discloses that data through timely reporting to the Board of Commissioners and other interested entities.

The internal controls set forth by this policy are intended to:

· Provide an overall framework to establish and maintain effective internal controls,

· Describe the internal control roles and responsibilities of the Baldwin Housing Commission staff, and

· Describe the internal control practices for the financial functions.

One of the most effective ways to safeguard the commission’s resources is segregation of duties.  Since the Housing Commission is a small entity, complete segregation of duties is not possible.  Where a conflict may exist, the commission incorporates compensating controls to minimize any potential risk. 

The policy addresses internal controls for the following financial areas:

I. Revenues:  

A. Cash Handling 

B. Rent Collection 

C. Debt Write-off
D. Money Judgements
II. Expenditures:  

A. Accounts Payable & Purchases 

B. Check Writing

C. Outstanding Checks

D. Bank Credit Card 

III. Property & Equipment Assets: 

A. Capitalization

B. Fixed Assets

C. Disposition of Assets
IV. Investments

V. Payroll

VI. Financial Reporting

A. Regular Reporting

B. Auditing Reporting

VII. Security

VIII. Implementation

I.  REVENUES

A.  Cash Handling

This practice presents the guidelines for staff of the Baldwin Housing Commission (BHC) who handle cash.  “Cash handling” includes all monies received by any employee on behalf of the Commission, regardless of form i.e. cash, checks, money orders, etc.  The BHC does not accept credit cards for payment.  All employees who have the responsibility for handling cash should review these procedures periodically to ensure compliance.

All funds received are deposited into the appropriate accounts on a timely basis.  The Administrative Assistant will receipt the cash.  The deposit shall be prepared by the Administrative Assistant and acknowledged in writing.  The Administrative Assistant shall make electronic deposits whenever possible, (if applicable).  The Director will review the deposits and acknowledge them in writing by initialing them or by electronic signature.  When an electronic deposit cannot be completed, a BHC staff member, other than the Administrative Assistant, shall take the deposit to the bank.  All funds not deposited will be locked and secured each night.  The Administrative Assistant/and or Secretary will be responsible for securing the funds. 

Cash handling pertains to the following: Receipting rent, Public Housing Petty Cash, Receipt of Repayments to the BHC, and any other practices involving funds which are handled by BHC employees.

The following shall apply to all cash funds.

1. Checks shall be made payable to the Baldwin Housing Commission and will be accepted only for the amount of the transaction (rent/sale/repayment).  Checks may not be written for more than the amount of the transaction.  The BHC does not cash checks.


2. Any check returned from a bank to the Baldwin Housing Commission for any reason shall be assessed a $10.00 fee plus any fees charged to the Commission by the bank.  Any waiver or dismissal of the fee must be reviewed and approved by the Director.  The BHC shall not accept a check from any party who previously had check returned to the Commission for insufficient funds.


3. Post-dated or two party checks are not accepted.


4. Deposits are made on a timely basis.  Electronic deposits will be made for checks and money orders, if applicable.  During the beginning of the month when rents are being collected, the deposits shall be made more frequently.  No payment will be held.


5. All funds on hand shall be securely locked up at the close of the business day.  Metal boxes containing money used for change will be kept out of view of the public.


Receipting Rent

The methods of payment for rent are check and money order, or in rare occasions, cash. Rent can be paid in person, or by US Mail.  The Administrative Assistant and/or Secretary are responsible for receiving rent payments.  When the BHC receives a rent payment, the Administrative Assistant and/or Secretary post's the payment into the ledger of the HDS computer software program.  Two receipts are printed.  One is given or mailed to the person paying the rent and the other is used to prepare and balance the deposit.  The Administrative Assistant is responsible for the preparation of the deposit.  If the Administrative Assistant is unavailable, the Secretary will be responsible.  The Director will review the deposit and acknowledge the preparation in writing.

Public Housing Petty Cash

There is no petty cash fund for Public Housing as of 11/1/14
Section 8 Petty Cash

There is no petty cash fund for the Section 8 program.

Section 8 Returned Checks and Repayments

The Director will review all returned checks.  If the check was originally issued by the Housing Commission and returned, the Director will void the check.  The funds will then be added back to the appropriate account.  If the repaying party issued a check from his/her account, the Administrative Assistant and/or Secretary will write a receipt.  After the money has been receipted, the Director will credit the appropriate account and deposit the check.

Sale of Property and Miscellaneous Proceeds

All money received for the sale of property and other miscellaneous proceeds, including repayments, shall be receipted at the time the BHC receives the money.  A copy of the receipt is provided to the customer.  The Director shall record the funds into the proper account for public housing and for Section 8.  The funds shall be included with the next deposit.  For Section 8 Repayments, the funds are balanced and receipted whenever they are received, and the payer is provided a handwritten receipt at the time of payment.  This process will be in place until the ledger software can accommodate the Section 8 Repayment process.

B.  Rent Collection

The lease for all units is for twelve months.  The terms of the lease provide that the rent is to be paid in full on the first day of the month, with a $10.00 late fee being assessed on the 10th of the month. Rent is to be paid by the resident without requiring a statement from the Baldwin Housing Commission.  The Baldwin Housing Commission will use the following guidelines for rent collection:

1. The rent is due on the first of each month.


2. On the tenth of each month, the Administrative Assistant will assess a late charge of $10.00 to each account that has an outstanding balance for rent.  Note – if the tenth is a weekend or other non-work day, the late fee will be assessed on the next business day.  The late fee is due by the first of the following month.  All dismissals of late fees must be reviewed and approved by the Director.


3. If the rent is not paid in full by the tenth of the month, the Director will issue the resident a fourteen-day Notice to Quit.


4. Failure of the resident to comply with the Notice to Quit within the fourteen days, will initiate eviction proceedings.


5. If a court action (including issuance of the Notice to Quit) is started against a resident two times or more in a twelve-month period, the resident may be subject to termination.


6. Any court costs associated with the non-payment of rent, shall be assessed to the resident.


7. If a resident requests special arrangements to keep the rent current, he/she must consult with the Director, prior to the date the rent is due.


8. Any resident who has a payment returned to the Housing Commission for non-sufficient funds, will be assessed a $25.00 charge.  The resident shall also be responsible for any bank fees charged to the Commission.  Any waiver of the fees must be reviewed and approved by the Director.  The BHC shall not accept future checks from any resident whose check has been returned to the Commission for insufficient funds.


9. The Baldwin Housing Commission will accept rent payments by check, money order or ACH transfers (when available).


10. The Administrative Assistant and/or Secretary will collect the rent and provide or mail a receipt to the resident at the time the rent payment is received.  


11. The Administrative Assistant will balance the daily intake and prepare the deposit in accordance with the cash handling policy.  In his/her absence, the Secretary will prepare the deposit.


12. The Director will check a sampling of the rental payments against the rent roll and case file on a monthly basis to ensure the amounts collected are the amounts owed for those tenant files maintained by the Administrative Assistant.

C.  Debt Write-Off Policy

The Baldwin Housing Commission will write-off any resident debt if:

· The debtor’s whereabouts are unknown and the debt is more than six months old; or


· The debtor’s whereabouts are unknown and the debt is less than $2000.00; or


· The debtor is deceased.

If one of the above conditions is met, the Baldwin Housing Commission will write off the debt in accordance with GAAP.  The BHC will continue to pursue all remedies available to collect on the debt.

D.  Money Judgements

All debts that are deemed collectable, and exceed $1,000.00 will be turned over to our attorney, so that he/she may petition the court for a money judgement.

II.  EXPENDITURES

A.  Accounts Payable and Purchases

All purchases made by the BHC must be authorized by the Director.  

All mail received by the BHC shall be opened and date stamped by the Director or Administrative Assistant.  The Administrative Assistant will forward all invoices to the Director.  The Director will issue a check for the payment.  Utilities, contractual obligations, recurring expenses (i.e. water, gas, electric), etc. do not require the Directors authorization, and are paid by the Administrative Assistant.  

B.  Check Writing

The Baldwin Housing Commission hereby establishes a policy that identifies those persons who are authorized to sign and issue checks on its behalf.  The Baldwin Housing Commission will adhere to the following guidelines when issuing and signing checks:

1. The Administrative Assistant shall have the primary responsibility for issuing checks.  But does not have the authorization to sign the checks, unless authorized by the Executive Director.


2. All checks must bear the signature of two people, the Director and an authorized commissioner.  The signatures may be written or signature stamped.  The Director is responsible for the safekeeping of the signature stamps.  The stamps must be requested for use and immediately returned to the Director when the task for which they were requested has been completed.


3. The persons serving in the positions authorized to sign checks shall be bonded through the Baldwin Housing Commission’s blanket fidelity bond.


4. The supporting data for each check shall be available for the signer to review at any time.


5. The Baldwin Housing Commission shall not permit any automated signatures.


6. Any voided checks must be approved by the Director.


7. The Board of Commissioners shall review and approve all check payments made by the Baldwin Housing Commission.


The Director and the Administrative Assistant shall ensure that all unused checks will be maintained in a locked and secure area to prevent unauthorized access and use.


C.  Outstanding Checks

In order to maintain accurate fund balances the Baldwin Housing Commission shall follow the guidelines below when dealing with outstanding checks:

· All accounts shall be reconciled monthly and acknowledged in writing.  The Director shall maintain a ledger of all outstanding checks.


· All checks ordered for the Baldwin Housing Commission shall have “Void after 90 Days” displayed on the instrument.  Checks which do not indicate “Void after 90 Days” shall be considered void after 365 Days.


· The Director shall add all voided checks back to the appropriate account annually before the end of the fiscal year.


· In the event, the payee requests the funds from a voided check, the Director shall issue a new check, provided that the check has not been written off.


· If a payee cashes a check that has been written off, the Director shall contact the bank and have the transaction voided.  The bank will reclaim the funds from the cashed check and reimburse the Housing Commission’s account.

This practice shall be reviewed and revised as necessary.

D. Direct Deposit/Online Banking
In certain circumstances, the Baldwin Housing Commission will make a direct deposit or automatic payment in the online banking, in lieu of a check.

E.  Bank Credit Card

The Baldwin Housing Commission shall have at its disposal the use of a bank credit card.  The Director is responsible for the prudent use of the credit card.  When the credit card is used, the following shall apply:

· The credit card shall be used only when no other payment option is available or practical.

· Only the Director or his/her Designee shall be authorized to use the credit card.  The Director is responsible for the protection and custody of the card.


· The credit card shall be used only for the purchase of goods and services for official business of the Baldwin Housing Commission.


· If a purchase is authorized over the telephone with the credit card, then the packing slip or other statement will be used in the same manner as a receipt.


· The maximum limit for the credit card is $9000.00.


· All credit card payments shall be for the full amount of the bill so that the Baldwin Housing Commission does not incur any interest expense.


· Upon leaving employment, the Director and/or his/her Designee, shall return the credit card to the Housing Commission.


· All other Housing Commission policies (i.e. travel, procurement, etc.) shall apply to credit card purchases.

· All credit card bills are to be addressed to the attention of the Housing Commission Executive Director before a payment is made.

· Unauthorized or inappropriate use of any Housing Commission credit card is subject to disciplinary action or measures consistent with law, and may also result in termination of employment.
III.  PROPERTY & EQUIPMENT ASSETS

All acquisition of property and assets shall comply with the Baldwin Housing Commission’s Procurement Policy.  

A.  Capitalization

The purpose of capitalization is to set forth the criteria in determining, distinguishing, and recording expendable and non-expendable equipment purchased or acquired in connection with the development, management and maintenance of the properties owned and managed by the Baldwin Housing Commission.

1. If the initial cost of a piece of equipment and /or other personal property is $1,000.00 or more and the anticipated life or useful value of said equipment or property is more than one year, the same shall be capitalized and recorded as non-expendable equipment and charged as a capital expenditure.


2. If the initial cost of the piece of equipment and/or personal property is less than $1,000.00 or its useful life is less than one year regardless of cost, the same shall be treated and recorded as materials or inventory (expendable) and charged to maintenance, administration, or tenant service expense.


3. The Director, or the Director’s Designee, is authorized and directed to determine whether each piece of equipment or other personal property that is acquired by the Baldwin Housing Commission in connection with the development, management and maintenance of the properties owned or operated by the Housing Commission, shall be classified as expendable or non-expendable, as described in the preceding sections.  The Director is further charged to ensure that the determination is documented in the appropriate records of the Housing Commission and retained for the information and guidance of its personnel and for audit purposes.

B.  Fixed Assets

1. Fixtures, Furniture and Equipment:

The tracking of fixtures, furniture and equipment owned by the Baldwin Housing Commission is essential for its financial well-being.  The assets shall be classified into Office/Administrative assets and Maintenance assets.  A physical accounting of all equipment and fixed assets in both the offices and the maintenance department is required annually.  The Director or the Director’s Designee shall maintain a ledger of all property to be tracked.  The Director shall distribute the fixed assets ledgers at the time the accounting is to be completed.  A person other than the person who has custody of the assets must complete the reconciliation of the assets to the ledger.  As an example, two staff may agree to inventory each other’s office.  The Director or the Director’s Designee will do spot checks on the procedure after completion.  

The following items shall be labeled:

Office and Administrative

a. All computer equipment

b. All office furniture

c. All filing cabinets, tables, chairs, bookcases

d. Cameras and other electronic equipment

Maintenance

a. All portable equipment (excludes small non-power tools such as hammers, tape measures, etc.)

b. Stoves and Refrigerators (when placing a new one into a unit).

c. Utility vehicles, such as trailers, plow blades, etc.

d. Motorized vehicles such as the Kubota, Power Mowers, etc.  The trucks shall not be labeled.

2.  Fixed Asset Detail Register:

The Fixed Asset Detail register shall contain only those items that are depreciated.  It shall not include any expendable items.  The fee accountant shall prepare and maintain the Fixed Asset Detail Register with input from the BHC staff.  The Director or Designee must annually reconcile the property to the Fixed Asset Detail Register.

3.  General

Whenever the BHC acquires new equipment, it shall be entered on the appropriate ledger/register and be assigned an asset inventory number, if appropriate, by the Director or Designee.  

When property is disposed, the Director or Designee shall remove it from the ledger and provide a comment as to its disposition.  All property removal must follow the procedure in the Disposition of Assets section.  The Director or Designee must record the disposition on the asset ledger/register.  The Director or Designee is responsible to report the change to the fee accountant.

C.  Disposition of Assets

The Baldwin Housing Commission will adhere to the following when disposing of its assets.

The Baldwin Housing Commission disposes of property of varying values.  The estimated value of the property will determine the manner of disposition.  The estimated value will be determined by the Director or the Director with the assistance of the BHC Board.

For property of no significant value – includes such items as refrigerators and stoves in non-working order, where the cost of repair exceeds the value and other items that have no intrinsic value.  BHC staff may purchase these items for a nominal fee of $1.00.  The Director will authorize such purchases.  If a person outside of the BHC staff would like to purchase the property, he/she may do so for $1.00.  If the property cannot be sold, it will be discarded.

For property with value greater than $1.00 but less than $100.00 – includes such items as old light fixtures and poorly working appliances.  BHC staff may purchase these items for a nominal fee as negotiated between the employee and the Director.  The Director will authorize such purchases.  If a person outside of the BHC staff would like to purchase the property, he/she may do so for a negotiated price with the Director or the Director’s Designee.  If the property cannot be sold, it will be discarded.

For property with value greater than $100 but less than $300.00 – includes such items as used office equipment, computers, etc.  BHC employees may purchase such items with the consent of the Director and one Board member, who together will determine a reasonable value.  The employee must complete the “Permission to Purchase Baldwin Housing Commission Owned Property” which must be signed and approved by the Director and one Board member.  If no employee wishes to purchase the property, it will be sold to any interested party for a reasonable amount as determined above.  If the property cannot be sold, it will be discarded.

For property with value greater than $300.00 but less than $5000.00 – includes such items as vehicles and machinery.  The Baldwin Housing Commission will publish a notice in the local paper and solicit sealed bids for the item(s).  Employees may bid on the items as well as the general public.  The notice will include the timeframe for which the bids will be accepted.  The Director and one other non-interested party, either staff or a board member, will open the bids.  The item will be sold to the highest bidder.  The Board of Commissioners will be informed of the outcome of the sale.

At the discretion of the Director or the Board of Commissioners, vehicles and other property may also be sold at auction.

For Property with value greater than $5000.00 – disposition will follow the same procedures as property with value greater than $300.00 but less than $5000.00 but must have Board approval before any transfer of title or ownership occurs.

The Cash Handling section, Sale of Property and Miscellaneous Proceeds, specifies how the proceeds shall be handled and recorded.  All money received from the above sales will be deposited into the appropriate general account – public housing property into the public housing general account and Section 8 property into its account.  When the appropriate account cannot be accurately determined, it will be deposited into the Public Housing account.  

Note – The above disposition procedures do not apply to the homes owned by the BHC.  The disposition of houses follows the BHC Section 32 Homeownership Program.

IV.  INVESTMENTS

The Baldwin Housing Commission recognizes that it must invest its funds in a manner, which will provide the highest investment return with the maximum security while meeting the daily cash flow needs of the Housing Commission.  It must also comply with all Federal and State statutes governing the investment of public funds.

Scope 

This investment policy applies to all financial assets of the Baldwin Housing Commission.  These assets are accounted for in the various funds of the Baldwin Housing Commission and include the general fund, special revenue funds, debt service funds, capital project funds, enterprise funds, internal service funds, trust and agency funds and any new funds established by the Baldwin Housing Commission.

Objectives

The primary objectives, in priority order, of the Baldwin Housing Commission's investment activities shall be:

Safety -  Safety of principal is the foremost objective of the investment program. Investments shall be undertaken in a manner that seeks to insure the preservation of capital in the overall portfolio.

Diversification -  The Director shall diversify the use of investment instruments to avoid incurring unreasonable risks inherent in over-investment in specific instruments, individual financial institutions or maturities.

Liquidity -  The investment portfolio shall remain sufficiently liquid to meet all operating requirements that may be reasonably anticipated.

Return on Investments -  The investment portfolio shall be designed with the objective of obtaining a rate of return throughout the budgetary and economic cycles, taking into account the investment risk constraints and the cash flow characteristics of the portfolio.

Delegation of Authority -  Authority to manage the investment program is derived from the following:  Act No. 20 of the Public Acts of Michigan of 1943 as amended and Baldwin Housing Commissioner Charter, Chapter VIII, Section 8.6.  Management responsibility for the investment program is hereby delegated to the Director, who shall establish written procedures and internal controls for the operation of the investment program consistent with this investment policy.  Procedures should include references to: safekeeping, delivery vs. payment, investment accounting, repurchase agreements, wire transfer agreements, collateral/depository agreements and banking service contracts. No person may engage in an investment transaction except as provided under the terms of this policy and the procedures established by the Director.  The Director shall be responsible for all transactions undertaken and shall establish a system of controls to regulate the activities of subordinate officials.  The Director shall provide a financial statement to the BHC Board of Commissioners at each scheduled meeting.

List of Authorized Investments - The Baldwin Housing Commission is limited to investments authorized by Act 20 of 1943, as amended, including the following:

a.  Daily money market mutual funds registered under the Investment Company Act of 1940, Title I, Chapter 686, 54Stat. 789, 15 U.S.C. 80a-1 to 80a-3 and 80a-4 to 80a-64, invested in bonds, securities and other obligations of the United States or an agency or instrumentality of the United States.

b.  Bonds, securities, and other obligations of the United States or an agency or instrumentality of the United States.

c.  Certificates of deposit of a bank which is a member of the Federal Deposit Insurance Corporation and which are also eligible to be a depository of surplus funds belonging to the state under 5 or 6 of Act 105 of the Public Acts of 1855, as amended, being 21.145 and 21.146 of the Michigan Compiled Laws.

d.  Commercial paper rated at the time of purchase within the two highest classifications by not less than two standard rating services and which matures not more than 270 days after the date of purchase.

e.  United States government or federal agency obligation repurchase agreements.

f.  Banker's acceptances of United States banks.

g.  Investment pools composed of investment vehicles which are legal for direct investments by local units of government in Michigan and in accordance with Act No. 367 of the Public Acts of 1982.

Safekeeping and Custody - All security transactions, including collateral for repurchase agreements and financial institution deposits, entered into by the Baldwin Housing Commission shall be on a cash (or delivery vs. payment) basis.  Securities may be held by a third party custodian designated by the Director and evidenced by safekeeping receipts as determined by the Director.

Prudence - Investments shall be made with judgment and care, under circumstances then prevailing, which persons of prudence, discretion and intelligence exercise in the management of their own affairs, not for speculation, but for investment, considering the probable safety of their capital as well as the probable income to be derived.  All deposits must be covered by a General Depository Agreement (HUD form 5199) executed with each financial institution maintaining any account.

V.  PAYROLL

The payroll for employees of the Baldwin Housing Commission is processed by the Director.  The Director also has the primary responsibility of recording and completing the time sheets to process the payroll.  The Director will:

1. Record vacations, holidays, sick days, etc. on a log for each pay period for all employees when it becomes known.

2. Gather the timesheets from employees on the day payroll is processed.

3. Compare the log to the time sheet that each employee submits and clarify any discrepancies.

4. Record all activities on the Commission’s payroll sheets and onto the Commission’s computer software.

5. Sign and review all the timesheets.

VI.  FINANCIAL REPORTING

A. Regular Reporting
The Director shall compile financial reports for review by the Board of Commissioners at each meeting.  The reports shall include:

1.  Check registers for the Public Housing program and the Housing Choice Voucher     Administrative Fee account which displays all expenses paid for the month; 
2.   Reports prepared by the fee accountant which include a balance sheet, and totals for individual items on the budget; 
3.  An operating budget which displays the income and expenses of each program on a monthly basis.

The Commissioners shall review each report.  They shall approve the expenses by vote.  The Commissioners shall also have the authority to question any costs and request any supporting documentation they consider necessary.


B. Auditing Reporting
The Baldwin Housing Commission will have an independent audit completed annually.  The auditors shall be selected by a bid process and shall enter into a contract with the Baldwin Housing Commission.  The responsibility of the auditors is to accurately audit, test and disclose any findings to the Board of Commissioners and to the Department of Housing and Urban Development through its completion of an Audit Report.

VII.  SECURITY

The BHC recognizes the importance of securing its financial instruments.  To meet this objective, the BHC will adhere to the following:

A. Blank Checks: All blank checks shall be stored in a secure and locked area.  The Director and Administrative Assistant shall be the custodians of the checks for the Public Housing and Section 8 Administrative Fee Account, and the Section 8 HAP account.  All checks shall be secured when not being used.  Offices where the checks are stored shall be locked when not in use.

B. Signature Stamps:  The Director shall be responsible for the storage of the signature stamps.  At no time are the stamps to be stored with the checks.  Staff needing the stamps must request them from the Director/Designee and immediately return them to the Director/Designee when the check stamping is complete.  The signature stamps must be secured when not in use.

VIII.  IMPLEMENTATION
This Internal Control policy obsoletes the current policies as it incorporates them into this document:

Cash Handling

Rent Collection

Debt Write-Off

Check Writing

Outstanding Checks

Bank Credit Card

Capitalization

Disposition of Assets

Rent Collection

Investment Policy

The Baldwin Housing Commission Board of Commissioners must approve any changes in the Internal Control Policy.

Approved: November 4, 2008 – Resolution #07-2008
Revised: March 3, 2009
Revised: May 4, 2010

Revised: January 3, 2012


Baldwin Housing Commission

Permission to Purchase Baldwin Housing Commission Owned Property

I, _________________________________________, hereby offer to purchase the following item(s) from the Baldwin Housing Commission.



Amount

Quantity       Description                                                   
Per item          Total

______
_________________________________
$_______
$________

______
_________________________________
$_______
$________

______
_________________________________
$_______
$________

______
_________________________________
$_______
$________

______
_________________________________
$_______
$________



Grand



Total
$________

Employee Signature: ____________________________  
Date: _____________

Signatures below also indicate the price is reasonable.

Director Approval: ______________________________
Date: _____________

Board Approval: ________________________________
Date: _____________

(If required)

Attachment A
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