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Internal Control Defined
Internal control is a process designed by the Board of Directors, management and other personnel to provide reasonable assurance regarding the achievement of goals and objectives of the Housing Authority in a cost effective manner.  Internal controls affect the following areas:

· Operations - relating to effective and efficient use of the Housing Authority’s resources to ensure the Housing Authority’s operational objectives are being achieved

· Financial reporting - relating to preparation of reliable financial statements

· Compliance - relating to compliance with applicable laws and regulations.

Components
Control Environment
The control environment encompasses the level of awareness of the Housing Authority’s management.  Management’s attitude toward the significance of internal controls within the Housing Authority affects the way personnel conduct activities, assess risk management, and summarize and communicate relevant information.  Control environment factors include the integrity, ethical values and competence of the entity's people; management's philosophy and operating style; the way management assigns authority and responsibility, and organizes and develops its people; and the attention and direction provided by the Board of Directors and management.

Risk Assessment
Risk assessment involves the identification and analysis of relevant risks to the achievement of goals and objectives, then forming a basis for determining how the risks should be managed.  Management should determine the optimal level of control commensurate with the risk identified in order to maximize cost-efficient measures associated with those controls.

Control Activities
Control activities include actions taken by management to protect agency assets and address control risks in order to achieve goals and objectives.  These activities include policies and procedures that help ensure management directives are carried out.  Controls may be either preventive controls or detective controls.  Preventive controls are established to deter unfavorable events from occurring.  They include activities such as approvals, authorizations and segregation of duties.  Detective controls are put in place to detect and correct unfavorable events once they have occurred.  They include activities such as verifications, reconciliations and reviews of operating performance.

Information and Communication
Effective and timely communication of information is key for proper decision making.  Relevant information must be identified, summarized, and communicated in a timely manner and in a form that enables personnel to carry out their responsibilities.  Information systems produce reports, containing operational, financial, and compliance-related information that make it possible to control the Housing Authority in an effective and efficient manner.  Systems should also be present which provide information about external events, activities, and conditions that are necessary for informed decision-making and external reporting.

Monitoring
The process of monitoring internal control systems allows management to assess the quality of the system's performance over time.  It includes ongoing management and supervisory activities, and other actions personnel take when performing their duties.  Control activities need to be monitored to determine if improvements are required or if existing controls are obsolete and need to be replaced.

All components are relevant to each objectives category.  When looking at any one category, all five components must be present and functioning effectively to conclude that internal control over operations is effective.
Key Concepts of Internal Control
· Internal control is a process.  It is not complete once controls have been established, but is ongoing in order to meet goals and objectives of the agency.

· Internal control is affected by people.  It is not simply a collection of policies and procedures, but the input of personnel at every level of Housing Authority.

· Internal control can be expected to provide only reasonable assurance, not absolute assurance, to management and the Board of Directors.

Limitations
· Lack of Judgment – Even managers in a well-controlled organization can make bad decisions.

· Breakdowns – People with control responsibilities may not carry them out effectively or efficiently.

· Management Override – Managers may purposefully go outside established practices for illegitimate reasons.

· Cost vs. Benefit – Resources are limited.  Managers properly accept a degree of risk when the cost of controlling the risk exceeds the benefit.

· Inadequate Segregation of Duties – Systems in place may not adequately separate the responsibility for physical custody of an asset from the related record keeping.

· Lack of Knowledge of Policies and Procedures – Just having a system of internal controls is not sufficient if all personnel are not knowledgeable of the proper policies and procedures.

· Inherent Limitation – Due to the size of the Housing Authority, segregation of duties and other risk controls may not be feasible.

· Collusion – If personnel are in collusion to perform fraudulent activities, control activities that should be in place may be intentionally overlooked or ignored.
Payroll Procedures
Management is responsible for the accuracy and timeliness of the payroll data used by the

accounting staff. Since employee wages, benefits, and employment taxes are major costs, the accuracy of this data is crucial to the overall accuracy of the Housing Authority’s accounting records and financial statements. 

Vacations

The Housing Authority has a personnel policy that an employee is paid for any vacation time earned but not taken at the time of separation. Under this type of policy, it is usually required under generally accepted accounting principles that vacation be accrued on an annual basis. This accrual is necessary because unused vacation time represents a liability to the employer.

Timesheets
All timesheets must be completed in ink.  All data in the upper portion of the timesheet must be completed (either typed or printed). The necessary information includes the name, pay period and hourly rate.  The employee must sign all completed timesheets, as well as the Executive Director or designee authorized individual, at the end of the pay period.  It is assumed that when you submit timesheets, appropriate signatures have been obtained.  The Executive Director is responsible for verifying that the timesheet is complete and accurate, including hours worked.

Payroll Distribution

The Payroll and General Ledger system is interfaced. When the system generates a payroll, the amounts are automatically distributed to various ledger accounts in the General Ledger.

In a payroll distribution, expense accounts must agree with the total gross payroll. The deductions from gross are credited to various withholding liability accounts, and net pay is a credit against cash.

Control Procedures

The payroll process typically depends on two categories of data: constant data and current period variables. Constant data are defined as those items contained in the employee’s record, such as rate of pay and eligibility for benefits. Current period variables interact with constant data and change from period to period, such as regular hours worked and overtime hours worked.

Information Systems

The Housing Authority utilizes QuickBooks to process payroll functions including processing of payroll, printing of checks, maintenance of accrued leave and payment of related payroll liabilies.

Proper Treatment of Deductions

• The employee requests deduction from their pay and signs an authorization for such deductions

(except for wage attachments allowed under federal and state law).

• The accounting department ensures employee eligibility of benefits or personal deductions as requested.

• The deduction notice is filed in employee’s payroll files.

• Copies of signed documents are passed on to other areas, if required.

Distribution of Payroll Checks

Payroll checks are delivered to each department to be distributed by the designated personnel staff member or manager. Checks are released only to employees, unless the employee has provided written authorization to release the check to another individual.  Policy prohibits checks from being left in a desk drawer or other areas that are not secure from theft.  Checks will not be released earlier than the scheduled payment date.

Blank Check Storage

Blank checks are stored in a secured area.  The signature plate is secured in a separate location not open to employees or the public.  Blank checks are released to the accounting department as requested from the controlling area.

Management Reports

As a final safeguard against errors and fraud, it is crucial that all information relating to personnel and compensation be provided to immediate supervisors and senior management for review.

Cash Receipting

The Executive Director approves authorized individuals for cashiering functions.

Responsibilities
Housing Authority cashiers are responsible for the following: 

· Accurate collection. 

· Proper documentation. 

· Judicious safekeeping. 

· Timely deposit. 

Restrictions 
Restrictions on cashiering activities are: 

· Appropriate internal controls must be in place at all times. 

· Receipts documentation must conform in all respects to that required by Housing Authority procedures. 

· All checks should be restrictively endorsed when received. 

· Receipts must be deposited daily and intact. 

· Provision for the safekeeping of receipts must be available at the cashiering site.

Definitions 
Cashiering is defined as the collection, recording, safekeeping, and deposit of cash and other monetary receipts. 

Purpose

This policy describes the general guidelines for controlling cash items (checks, currency and coin) at the Housing Authority.

It is Housing Authority policy to minimize the number of individuals collecting cash items. Each collection point may have different requirements for cash item collection and may use different numbers of employees.  However, there are several basic rules of control that must be followed. All Housing Authority employees involved with cash item collection should both be aware of, and comply with, these rules.

The basic rules governing receipt of cash items are:

· All cash items received must be recorded immediately and deposited as follows: 

· Deposit within 24 hours is required for total receipts exceeding $200. 

· Weekly deposit is required for total receipts of $200 or less. Items must be properly secured--preferably in a safe or in a locked file cabinet, desk, or cash box. 

· Cash items on hand must be accurately stated and controlled by appropriate safeguards. 

· Systems and procedures must provide adequate and appropriate controls over the receipt, storage, and deposit of cash items. 

Basic Controls for the Receipt of Cash Items 
· All new cash collection locations and authorized individuals must be approved by the Executive Director.

· Ensure that responsibility for cash items from time of receipt to time of deposit is clearly defined and documented.

· Only the minimum number of employees should handle cash from receipt to deposit. 

· Ensure proper segregation of duties exists.

· Cash item handling, record keeping, and reconciliations should be assigned to different personnel.

· If the size of the staff makes proper separation of duties impossible, a second person must verify reconciliations of cash item accounts. 

· Open and process mail (which might include cash items) by: 

· Creating an initial record for each cash item received, and where possible, 

· Open mail in the presence of co-workers 

· Restrictively endorse checks immediately upon receipt 

· Issue a receipt for every currency transaction (and for checks, if possible) with either a pre-numbered receipt or a software generated receipt. 

· Ensure all transfers of cash items between persons - either within the office, between offices, or between the Housing Authority and the bank - are documented (and signed by both persons, if possible) 

· Do not make disbursements from undeposited receipts. Keep undeposited receipts intact. 

· Ensure the safeguarding of cash items.

· Access to undeposited cash items should be restricted to the minimum number of persons. 

· Deposit Housing Authority funds only into appropriate Housing Authority accounts, not into accounts such as personal bank accounts or petty cash accounts. 

· Deliver deposits directly to the bank.  Intermediate stops, overnight layovers, and taking deposits home for next morning deposit are not allowed.

· Document the entire departmental procedure for handling cash items for clarity and for training purposes. 

 Basic Cash Receipting Procedures

· Authorized individuals receipt payments at the front lobby.

· Payments are receipted into the software system as they are received.

· At the end of the day, a cash receipt report is printed detailing all receipts collected during the day by the cashier.  It is compared to the deposit ticket which is prepared by the assistant manager or Executive Director.  Receipt numbers are listed on the deposit ticket for audit verification purposes.

· The cash receipt report is initialed and approved by the Executive Director confirming that the amounts match.

· The Executive Director takes the deposit to the bank.

· At the end of the month, the cash receipts and deposits are reconciled to the cash collections noted on the rental registers.

· Any cash shortages are noted and presented to the Board of Commissioners
Purchasing

This policy describes the procedures for purchasing items of the Housing Authority.  Items purchased may be purchased through a purchase order, through authorization of management, or through a competitive bidding process.

Purchase Orders

· Any purchases made by maintenance personnel must be made through the use of purchase orders.

· Maintenance shall prepare a purchase order for items such as supplies, contract costs or small equipment purchases.

· The purchase order will be reviewed and signed by an authorized staff person.

· Once the purchase order is authorized, the maintenance staff person may purchase the item or request the contract work to be completed.

· Copies of purchase orders must accompany the invoice for payment to the vendor.

Competitive Bidding Process

· The Housing Authority will maintain a procurement policy which states the minimum amount at which an item must procure an item through a competitive bidding process.

· According to the procurement policy, the Housing Authority must attain a minimum of three bids from vendors.

· The Board of Directors and the Executive Director will review the bids to determine the vendor with the most competitive bid.

· Bids may not necessarily be accepted based on cost.  Other components such as quality of product or services may be considered.

· The use of the bidding process must create a fair and equitable opportunity for vendors to bid on products or services for the Housing Authority.

Other Purchases

Other items or services may be purchased at warranted through direct authorization from management or the Executive Director.  Certain administrative costs are considered to be routine items and will not require such formal processes a purchase orders or competitive bidding.

All items purchased must be directly related to the business of the Housing Authority.  No staff members shall purchase items for their own personal use.  All purchases will be authorized by management or the Executive Director.
Cash Disbursements

This policy describes the general obligations placed on the Housing Authority to ensure that vendors are paid promptly.  This policy does NOT cover situations where a vendor is believed to have failed to fulfill its part of an agreed transaction for any reason.
All expenditures of Housing Authority funds must be necessary, reasonable, and directly related to the goals and objectives of the Housing Authority. All persons authorizing expenditures should be mindful that such expenditures may be subjected to scrutiny by State and Federal authorities, auditors, and other interested parties.

Programs are responsible for monitoring their budgets carefully and making sure in advance that program financial resources are sufficient to pay for any good or service they order.

As an entity formed under State law, the Housing Authority is exempt from sales tax on goods and services.  It is the department's responsibility to claim these exemptions whenever submitting a purchase order to a vendor. The Housing Authority will not accept liability for such over-payments.

Programs should appropriately explain and document all expenditures.

All payments for goods and services must be handled according to State and Federal law as well as Housing Authority policies and procedures. Invoices for goods and services not obtained in accordance with these rules will not be processed.

The Housing Authority’s general policy is to apply the OMB Circular A-87 guidelines and limitations to all transactions. 

Unless otherwise established in a contract for a specific purchase, payment must be made to the vendor within 30 days of the receipt of an original invoice or 30 days after the receipt of goods and services, whichever is later. 

All valid invoices will be processed for payment promptly upon receipt. 

Necessary report(s) will be provided to authorized users to enable them to determine when an invoice for which they are responsible has been placed on hold, and instructions for resolving holds will be made available. When replacement purchase orders are necessary to correct the invoice, authorized individuals will remove invoice holds promptly upon notification that the replacement purchase order is in the system and has been approved.
Responsibilities

Housing Authority programs must conduct their procurement activities in such a way that their invoices can be paid on time, and must resolve any invoice problems promptly. The failure of an individual program to do so is regarded as a matter of concern to the Housing Authority as a whole.  The payment performance of an individual program may compromise the ability of all other Housing Authority programs to do business with the same vendor(s). Many vendors will, for example, refuse to accept orders from one program because of another program’s delinquent account. 

Departments are responsible for staying informed about current processes and procedures for purchasing and paying for goods and services, as described in their purchasing policies.
Whenever a problem arises that may cause payment to be delayed, programs are expected to work closely with the vendor in question to resolve the matter as quickly as possible. 

· When invoices cannot be matched to a purchase order, departments should work closely with the vendor and with procurement services to resolve the problem invoice as quickly as possible. 
Authorization for Payment

In most situations, the Executive Director or program manager’s approval is sufficient to authorize the processing of a transaction. However, the Executive Director has ultimate responsibility for expenditure transaction processing and may, on occasion, seek additional approvals from the Board of Commissioners.

Adding and Registering Vendors

Every vendor or individual receiving a non-payroll check from the Housing Authority must have been added to a vendor list before payment can be made. Vendors must provide complete and accurate tax identification, address, and contact information.  A list of approved vendors will be maintained and periodically updated as necessary.

Invoice Requirements

All invoices must be accompanied by detailed statements that adequately explain services or items purchased.  All invoices related to purchases made by the maintenance department must include a purchase order number.  

Vendors must send all invoices to the accounts payable department, not to the program making the purchase.

If the vendor sends an invoice to a specific program, the program must forward this document to accounts payable immediately.

Vendors should not send photocopies or faxes of invoices. Payments will be made from original invoices except when an invoice is more than 30 days past due. In that case, the vendor can send a fax of the invoice and accounts payable will process it as an original invoice.

Cash Disbursements Procedures

· Invoices are received by the bookkeeper.

· Invoices are matched to purchase orders for maintenance items.

· Invoices are initialed as approved by the program manager and Executive Director.

· Checks are processed through a software systems by the bookkeeper.

· Checks are presented along with invoices to the Executive Director for signature.

· Checks are presented along with invoices to an authorized Board member for co-signature.

· Checks are given back to the bookkeeper for mailing.

· All transactions are to be paid by check disbursement.  No direct wire payments are permitted.

· At the end of each month, a bank reconciliation will be performed by the accountant which will reconcile amounts shown on the bank statement with cash deposits and disbursements.

· Bank statements are reviewed each month by a board member, verifying that all the checks have the appropriate signature and that the check payee and amount have not been altered.
Petty Cash

This document sets forth Housing Authority policy for establishing, managing, reimbursing, and closing petty cash and change funds.

The Executive Director is responsible for policy regarding establishing, setting limits, and closing petty cash funds.

A petty cash fund is established through an advance of funds by the accounting department.  The petty cash fund is established to handle small, unanticipated purchases from vendors when immediate payment is required and the formal Housing Authority purchasing and billing processes are impractical or cannot be used. 

Petty cash must NOT be used to pay vendors when a purchase order or payment voucher could be used.  All petty cash purchases and reimbursements must adhere to Housing Authority procurement policies and procedures. 

A change fund is a specific amount of cash kept in departments and used to make change for services rendered by the Housing Authority.

Overall Fund Limits 
Unless special written approval is obtained from the Executive Director, the petty cash fund is limited to $200 in cash on hand. 

Individual petty cash expenditures are limited to a maximum of $25.

Change funds are limited to $50 unless special written approval is obtained from the Executive Director.

Establishing, Changing, or Dissolving a Petty Cash or Change Fund 
The head of each department or activity must designate a specific individual to act as petty cash custodian. Petty cash custodians must be salaried employees of the Housing Authority. Custodians may not be wage or temporary personnel. 

The department head and petty cash custodian must sign and submit a "Request for Petty Cash or Change Fund" form in order to establish a petty cash or change fund. This form must be submitted to the Director of Finance. The Director of Finance has the final authority to establish a fund. 

The "Request for Petty Cash or Change Fund" form must also be filled out and submitted to the Director of Finance when departments wish to increase, decrease, or close one of these types of funds.

Managing a Petty Cash Fund within Departments 
The petty cash custodian is responsible for managing the department's petty cash fund and should be the only person in the department to sign checks and disburse actual cash. The custodian is also responsible for providing for the balancing and reconciliation of their petty cash fund(s) at least every 30 days regardless of the amount of the reimbursement. 

Departments should also appoint a separate individual to review and approve petty cash payments and disbursement vouchers.  This person shall not have the authority to sign checks or disburse actual cash. 

If the payments under review by the authorized employee mentioned above include reimbursements to the person conducting the review, then another authorized employee should be designated to review and approve the payment voucher. The alternate review shall not have the authority to sign checks or disburse actual cash. 

It is the responsibility of both the petty cash custodian and the department head to limit the use of the fund to legitimate and allowable Housing Authority related revenue refunds and/or expenses.  

Petty cash funds are non-transferable, i.e., anytime there is to be a change of custodian, a new "Request for Petty Cash, Petty Cash Checking, or Change Fund" form should be submitted to the Director of Finance at the time the predecessor custodian is to be relieved of responsibility. 

Procurement services will not reimburse a petty cash fund unless a "Request for Petty Cash, Petty Cash Checking, or Change Fund" form is on file indicating the name of the current custodian.  This process is required for temporary changes as well. The former and new custodians should perform a petty cash refund reconciliation at the time of transfer, and both should sign the reconciliation form.

All petty cash and change funds shall be subject to periodic audit by the Housing Authority’s external auditors.  Both the head of the department and the petty cash custodian shall be jointly responsible for insuring that the funds are properly safeguarded. When not in use, the funds should always be stored in a secure, locked container. 

If a loss or theft of these funds occurs, such loss must be refunded to the Housing Authority.  As the petty cash custodian is responsible for following all relevant policies and procedures in safeguarding these funds, loss from negligence will be their personal responsibility.  Other losses must be restored to the central accounts from the department's own funds. 

Petty Cash Uses, Limits and Restrictions 
Petty cash must be used to make official Housing Authority purchases only. Housing Authority personnel should anticipate expenses and arrange payment by purchase order or payment voucher. Petty cash should only be used when payment by one of these preferred methods is not possible. 

In addition: 

· Individual petty cash expenditures are limited to a maximum of $25.

· Petty cash should not be used for recurring expenses.

· Petty cash may not be used for capital outlay projects.

· Petty cash may not be used to make reimbursements.

· Petty cash may not be used to purchase gifts, cards, or flowers.

· Petty cash may not be used to cash checks or to make salary advances or loans.

· Housing Authority personnel may seek up to $25 in advance from their department's petty cash fund to cover expenses such as parking, tolls, taxis, etc., that may arise as part of a day trip on official Housing Authority business.

· Housing Authority may also seek up to $25 in advance from their department's petty cash fund to cover the expense of a certified business meal. 

Reimbursing Petty Cash and Change Funds 
Petty cash funds must be reimbursed no less often than every 30 days during the year regardless of the amount of the reimbursement. The petty cash fund is replenished by submitting a payment voucher to procurement services which includes the original paper copy of the Petty Cash Fund Reimbursement form and all receipts to support the disbursements made from the fund. Original petty cash vouchers are sent to procurement services. 

All petty cash funds must be reimbursed at fiscal year-end, so that no unreimbursed vouchers remain outstanding at June 30. The custodian and the department head will be required to confirm to the accounting department the amount of petty cash currency and coin on hand as of June 30 each year. Surprise counts of petty cash funds will be made periodically by the Executive Director.

s

Travel

The Board of Directors and management establish policies and procedures for the administration of travel policies and other matters related to travel. This includes the preparation of travel expense reimbursement claim vouchers. The Housing Authority may deny reimbursement of travel-related expenses for failure to comply with agency policies and procedures and applicable state regulations. 

All travel must be authorized and approved by the Executive Director or Board of Commissioners. Travel should always be arranged to serve the best interest of the Housing Authority and must have a legitimate purpose. The business expense must be incurred in connection with services performed as an employee.

Employees should use the most direct route and the most economical transportation, taking into consideration travel time, expense, absence from the agency, and convenience. Employees are reimbursed for authorized actual transportation expenses and other reasonable expenses incurred while on travel status. These travel regulations apply to travel charged to all fund sources including state, federal, contract, grant and self-supporting funds
Personal Convenience

When travelers interrupt travel or deviate from the direct route for personal convenience or personal leave, they will be reimbursed only at the rate for uninterrupted travel by the most direct route. 

When travelers must use premium transportation, such as business class instead of economy class, for medical reasons, the reasons must be affirmed in a doctor's certificate indicating how long the medical condition is expected to last. If the condition is permanent or indefinite, the doctor's certification must be renewed and revalidated each year. 

Employee Responsibilities

Employees are personally responsible that their travel arrangements meet travel regulations and that their claims for reimbursement are accurate. Improper or inadequately supported travel claims cannot be paid and may delay the reimbursement process. 

Travel Status

Employees are on travel status while away on authorized Housing Authority business. Travel status begins when employees leave the agency, their residence, or other authorized location to go directly to their destination. Travel status ends when employees return directly to the Housing Authority, their residence, or other authorized location after completing  Housing Authority business.
Housing Authority Credit Card

The Housing Authority provides cash advances for travel or other reasons only in limited situations. The Housing Authority may offer a company credit card to alleviate the burden of using cash for travel expenses. Employees are personally responsible for the payment of charges incurred on their business credit cards. 

Reimbursable and Non-Reimbursable Travel Expenses

Miscellaneous and reasonable business expenses incurred while performing official duties in travel status are reimbursable to an employee who is on travel status.

Examples of reimbursable expenses are: 

· Transportation charges, such as airfare, rail, or bus tickets 

· Per diem allowances for meals 

· Lodging 

· Toll charges, parking fees, ferry fees, bridge, road, and tunnel fees 

· Baggage transfer and handling, including reasonable tips 

· Business telephone calls and a personal call home to announce "safe arrival" 

· Hire of room for Housing Authority business 

· Laundry and dry cleaning if on travel status for at least 7 consecutive days 

· Registration fees, if the purpose of travel is attendance at conferences or official meetings 

· Business services, such as computer use, facsimile, and photocopying 

· Taxis and shuttles, including reasonable tips 

Examples of non-reimbursable expenses are: 

· Alcoholic beverages 

· Coat check 

· Collision damage waiver insurance for motor vehicle rental 
· Commuting expenses between an employee's residence and the Housing Authority
· Personal entertainment charges such as movies, spa/health clubs, sightseeing, tours, etc. 

· Keys locked in personal automobile 

· Late check-out and room guaranteed charges 

· Non Housing Authority related expenses 

· Parking tickets or other traffic fines 

· Personal automobile accident insurance 

· Spouse/family travel expense
· Tobacco products 

· Towing of a personal automobile that is being used for Housing Authority business travel 

· Travel insurance 

Per Diem for Overnight Travel

Per diem is to be paid for travel that includes overnight lodging. It is given in lieu of the meal allowance and is to cover the cost of meals and tips. Receipts are not required to support this allowance. The per diem allowance for in-state travel is $40.00 and $50.00 for out-of-state travel. 
Per diem is based on the quarter system for computing the allowance for days or fractions thereof. Each quarter is 6 hours beginning at midnight, 6:00 a.m., Noon, and 6:00 p.m. The traveler is allowed one fourth of the allowance for each period of 6 hours or fraction thereof. Each quarter equals $10.00 for in-state travel or $12.50 for out-of-state travel. 
If the employee leaves home within a certain quarter, begin counting at that quarter. For example, if an employee leaves home at 7:00 a.m. on Friday and returns home at 2:00 p.m. on Saturday, the employee is eligible for six quarters or a per diem of $60.00 for in-state travel, or $75.00 for out-of-state travel. 

Business Meals While In Travel Status

When the primary purpose of a meal is for conducting Housing Authority business with individuals not employed by the Housing Authority, the names and business affiliation of the participants, as well as the business purpose of the meeting, must be provided.  An itemized receipt of the charges must be submitted with the reimbursement form. The per diem allowance for the traveler must be reduced by the appropriate meal allowance in lieu of the business meal provided. 

Conferences/Official Meetings
Department heads determine whether attendance at a conference or convention is related to Housing Authority business or professional development of the employee. The extent of reimbursement for such travel is left to the judgment of the Finance Director. This approval is subject to any additional approvals that may be required by the agency.
Conference Lodging Definition

Sometimes an official conference designates a hotel(s) as its official lodging site that charges more for rooms than is normally allowed under lodging allowances. In that case, those room charges may be reimbursed if the hotel is the official conference site or a hotel(s) designated by the conference hosts as official lodging. The department head's approval for employees to attend the conference provides approval for the exception to the lodging maximums. 

Other Conference Lodging Designations

Lodging and room charges may also be reimbursed as "conference lodging" if one of the following conditions is met: 

· The Executive Director or Director of Finance has approved the official meeting hotel. 

· The Executive Director has appointed the attendee as an official representative of the Housing Authority. 

Conference Meals

When the cost of meals for approved seminars, conferences, or official meetings is an integral part of the registration fee, the "per diem" traveler must deduct the following amounts from the per diem allowance for each meal included in the registration fee:  

· For each breakfast included in the registration fee, deduct $10.00 for in-state travel or $12.50 for out-of- state travel.  

· For each lunch included in the registration fee, deduct $10.00 for in-state travel or $12.50 for out-of- state travel.  

· For each dinner included in the registration fee, deduct $20.00 for in-state travel or $25.00 for out-of-state travel.  

Travel Reimbursement Process
Employees are required to substantiate all travel expenses for which they are requesting reimbursement, including conferences and official meetings, with detailed, itemized receipts, per State regulations and Internal Revenue Service guidelines. An employee reimbursement form itemizing the daily expenses must be submitted promptly. The form must include the business purpose of the trip, dates, times, and place(s) of travel. Original, itemized receipts are required for all lodging and for other expenses exceeding $10.00 excluding meals paid via per diem. 

"Package" Travel

Expenses for business travel arrangements that are booked as a "package", where one set price is charged for airfare, hotel, rental car, etc., cannot be reimbursed unless a detailed, itemized, receipt(s) is submitted for each portion of the travel "package". 

Travel reimbursement forms must be submitted promptly, preferably within 30 calendar days, but not later than 60 days, upon completing the travel. 

Reasonable Justification for an Exception Request Process and Form

A reasonable exception depends on the facts and circumstances of the situation; however, if the situation involves (1) unforeseen circumstances or (2) circumstances that prohibit the submission of travel reimbursements within 60 days from being reasonable, most likely a reasonable exception will apply. Examples of reasonable exceptions include: (1) due to unforeseen circumstances, the traveler was not able to submit a request for his/her reimbursements because of an illness, a death in the family, or acts of mother nature, (2) the traveler was out of the country for an unexpected extended period of time and was unable to submit receipts and a request for reimbursement within the specified time frame, (3) the traveler was on travel status for a significant period of time and he/she was not in the office long enough to submit a request for reimbursement within 60 days of incurring the expense(s), or (4) delays that are due to determining whether or not funding would have been provided by another program (adequate substantiation must be submitted). 

If the traveler submits his/her travel reimbursement form for reimbursement more than 60 days after the completion of travel, but feels he/she has a reasonable justification for the late submission, a detailed explanation must be submitted along with the travel reimbursement form and other required documentation. 

Submission of a Travel Reimbursement Form When a Travel Advance Was Issued

If a travel advance is provided to an employee, the settlement travel voucher must be submitted within 60 days of return. All supporting documents and required original receipts must be attached to the travel reimbursement form. All travel reimbursement forms must be signed by the employee who traveled and the employee's department head or other authorized personnel. 

Fiscal Year End Reimbursement Form Submission Deadlines

Each fiscal year, reimbursement requests for travel ending June 30 or before, must be submitted within 10 calendar days of the completion of the travel in order to comply with the Housing Authority year end processing schedule. 

Exceptions to Travel Policy
Exceptions to Housing Authority travel policies and regulations may be approved when necessary to meet special circumstances or when in the best interest of the agency. These exceptions are infrequent and apply to all funding sources. 

Travel Exception Request Form

Employees' requests for exceptions to travel policies must be documented, explained, and certified. Exceptions are not considered without the approval of the department head or Executive Director. 

Other Travel Exceptions

Situations or circumstances occasionally occur during Housing Authority business travel that require the reimbursement of non-standard rates or special expenses. Requests for exceptions must be submitted to the Executive Director for consideration. These special requests must have sufficient explanation or documentation to be reviewed. 

Preparation of the Employee Travel Reimbursement Form
Purpose of travel - The specific purpose of the travel must be indicated on the form. Example: "59th Conference of Housing Officials" 
Two or More Employees Traveling Together - If two or more employees are traveling together, each employee must claim their reimbursable expenses on separate travel reimbursement forms. Employees are normally responsible for their own expenses. The employee's department head and the Executive Director must approve exceptions. 

Time/Date/Place of Departure and Arrival - The date/hour of departure from and arrival at the place where official travel begins/ends, the point(s) at which a change in the mode of travel occurs, and the point(s) of intermediate destination must be included on the form. This information is significant because it affects the amount of per diem reimbursement authorized. 

Personally-owned Motor Vehicle Mileage and Mileage Reimbursement Rate - The rate of reimbursement claimed for privately owned vehicle mileage (48.5 cents per mile on and after July 1, 2007) and/or amount of common carrier transportation claimed should also be listed on the form. If the distance traveled between any given points is greater than the usual route between these points, as shown on a road map, the reason for the discrepancy should be explained. If the excess distance is for personal convenience, reimbursement is not allowed. 

Documentation of Travel Expenses

Expenses $10.00 and Less 
Receipts are not required for expenses $10.00 and less (i.e., tips, luggage handling, highway tolls, etc.). Although receipts are not required, these expenses must be itemized and documented (for example, a log of tolls, business phone calls, etc.), if necessary. 

Expenses more than $10.00
Original receipts for items more than $10.00 must be attached to the travel voucher when it is submitted for review and reimbursement. 
Missing, Lost or No Receipts
If the traveler does not have a required receipt, one of the following processes must be followed:

· Obtain a duplicate original receipt from the hotel or vendor.

· A written statement must be prepared and signed by the traveler, which includes the type of expense, date, amount and explanation of what happened to the receipt.
Certification/Approval of Travel Reimbursement Requests

Certification - The traveler (payee) signs the travel certification attesting to the accuracy and completeness of the claim for travel reimbursement. 

Approval - Travelers may not approve their own travel reimbursement. As a general rule, the department head or Executive Director approve all travel reimbursement requests. Approval attests to the agreement by the Housing Authority that the travel was directed, necessary, and that the claim is complete, correct, and proper. 

Spouses/Dependents/Guests

Employees occasionally participate in various business, civic, or social functions which advance Housing Authority programs and objectives. On some occasions, an employee's spouse, dependent, or guest may be invited to attend these events. The costs of the event (beverages, food, or entertainment) are payable from Housing Authority funds. Because the employee does not pay to attend these events, there are no expenses to be reimbursed. The cost of attending the event is treated as a minimal benefit and is not taxable income to the employee. Occasionally, however, the employee may be invited to bring a spouse, dependent, or guest to attend these official functions for the benefit of the Housing Authority. In cases where the event requires travel, the travel and accommodation expenses for the spouse, dependent, or guest are not reimbursed.

Investments

All income of the Housing Authority shall be deposited into a financial institution insured by the FDIC (Federal Deposit Insurance Corporation).
Monies deposited in any one institution shall not exceed FDIC limits according to the General Depository Agreement (HUD Form 51999).

Security deposits accounts must be maintained as required by state laws.
The Housing Authority shall have the following accounts, as approved by the Board of Directors:

General Operating Account shall be a checking account opened by the Executive

Director at a financial institution, insured by the FDIC (Federal Deposit Insurance

Corporation) and approved by the Board of Directors.
Investment Account may be established by the Executive Director, with approval of

the Board of Directors, to invest excess cash not required for operations. Investments shall be limited to savings accounts, money market accounts, certificates of deposit, and governmental securities. The priority for investment criteria shall be (1) security, (2) liquidity, and (3) rate of return.
Interest revenue will be required to be added to the principal of the investment.
All accounts of the Housing Authority shall be in the name of the Housing Authority.
The Executive Director and a Board member shall be signatories on all Housing Authority accounts.
Investments will reviewed annually for rate of return comparability between financial institutions.

An investment register shall be maintained by the Executive Director listing each investment, rate of return, maturity dates and current balances.

Fixed Assets

The policy and procedures for fixed assets sets forth guidelines for the purchase, maintenance and capitalization of fixed assets.  The Housing Authority considers fixed assets to be land, buildings, and equipment purchased for the purpose of meeting goals and objectives of the agency.

The Housing Authority has established a capitalization policy which states the minimum cost of an item at which it is necessary to capitalize and depreciate the item.  The capitalization policy has stated that any item over $1,000 will be considered to be a capital item and will be capitalized.

Any fixed asset will need to be approved by the Executive Director prior to purchasing.  The Executive Director may be required to consult the Board of Directors as policy dictates.

Procedures

· Once it has been determined that it is necessary to purchase an item, authorized personnel will determine through the capitalization policy if the item is a fixed asset.

· If the item is of sufficient cost as to be determined to be considered a fixed asset, authorization from the Executive Director is needed.

· Review of the Operating budgets is needed to verify that the cost of the asset has been approved by the Board of Commissioners.

· The Executive Director will review the procurement policy to determine if the fixed asset will need to be purchased through a competitive bidding process.

· If the fixed asset is below the procurement policy amount for competitive bidding process, the Executive Director will authorize the purchase of the fixed asset.

· If the fixed asset is above the procurement policy amount for competitive bidding process, the process will be followed as stated in the purchasing section of this document.

· Once the fixed asset is purchased, authorized personnel will properly tag the item and accounting personnel will add the fixed asset to the depreciation schedule.

· During year end procedures, the Executive Director will review the depreciation schedule to ensure that any fixed assets purchased during the year have been added to the schedule.  The Executive Director will also review the schedule to make sure any items which have been disposed of are removed from the schedule.

· The depreciation schedule should be reviewed to determine the correct method of depreciation is being utilized and correct useful lived of assets are used.

· An inventory of fixed assets must be performed on an annual basis by staff members authorized by the Executive Director.  The listing of inventory will be reviewed and initialed by the Executive Director or authorized personnel.

Although the procedures are directed toward fixed assets, the process of tagging and inventory of items should include any piece of equipment over $250.  This will ensure that virtually all equipment is being tracked by the Housing Authority, not just large items.

Depreciation lives of fixed assets are as follows:

· Land – no depreciation is computed

· Buildings – 40 years

· Building Improvements – 15 years

· Maintenance Equipment – 5 years

· Office Equipment other than Computer Equipment – 5 years

· Computer Equipment – 3 years

The above estimated lives are generally used, but a different useful life may used if it is estimated to be different from the above guidelines.

Fixed assets will be reviewed on an annual basis to determine if asset impairment has occurred.  If an asset impairment has been determined, an impairment loss must be recorded.

All leases of fixed assets must be differentiated between a regular lease and a capital lease.  Capital leases are those assets which the Housing Authority is either leasing to purchase or leasing for the life of the asset.  All capital leases must be approved by the Executive Director prior to the initiation of the lease and must be added to the depreciation schedule.

Financial Statement Preparation

Operating Budget Preparation

An Operating budget is prepared according to HUD guidelines.  Planning for the future year’s operating budget begins six months before the fiscal year.  Various budget worksheets are reviewed, potential funding cuts are monitored to adequately prepare for the upcoming fiscal year.  Budget worksheets and information are provided to the contracted accountant for the actual operating budget preparation and review.  The operating budgets are presented to the Board of Commissioners 90 days before the start of the fiscal year for approval.  During the fiscal year, if events or circumstances arise, a revision to the original operating budget will be prepared and presented to the Board of Commissioners for approval.

Financial Reporting

Financial reporting is the key to enable Board of Directors, management, external users, and regulatory agencies to monitor the financial condition of the agency.  The preparation of the financial statements is the accumulation of various data sets collected from programmatic, management, maintenance and external sources.  The Executive Director is ultimately responsible for the presentation and reviewing of the financial statements.

Interim Financial Reporting

The agency has contracted with a fee accountant to compile their financial statements based on information provided on a monthly basis.  A set of monthly reports are generated that indicate the current activity and balances available for each program.  

The Executive Director shall ensure that financial statements shall be prepared

within fifteen working days after the end of each month comparing actual revenues

and expenses with budgeted revenues and expenses. The Executive Director is

responsible for distribution of the Financial Reports to the Board of Directors.
The following reports and statements shall be prepared by the fee accountant:

a. Balance Sheet
b. Statement of Revenues and Expenses
c. General Ledger

d. Bank Reconciliations

e. Transaction Journals

The balance sheet will be prepared for each program at month end.  The Statement of Revenues and Expenses will list not only the current month and year to date actual as compared to the operating budget.  A variance column is presented listing the difference between the actual balances as compared to the operating  budget levels.

A general ledger will be prepared listing the monthly detailed transactions that affect each account balance.  

Bank reconciliations will be provided for each checking account that has activity noted in the current period.  For reporting purposes, activity is defined as transactions that are initiated by agency personnel.  This excludes interest income and bank charges posted to the account.

A transaction journal will be provided listing the transactions posted to the financial statements to provide a source document to verify the transactions are posted to the correct account.

Interim financial reports are reviewed by the Executive Director for completeness and accuracy.  The general ledgers are reviewed to verify disbursements and deposits have been coded to the proper general ledger account.  Verification of the reviewing requirements is documented by initialing the Annual Financial Checklist.   

The Annual Financial Checklist is a matrix listing various reporting requirements by due dates.  The checklist is provided to the Board of Commissioners at each meeting to allow for monitoring of the reporting requirements.

Interim financial statements prepared by the contracted accountant will be presented at the monthly board meeting.  These statements will include the following:

a. Balance Sheet
b. Statement of Revenues and Expenses
c. Bank Reconciliations

Annual Financial Reporting

At the end of the fiscal year, the accountant will prepare year end financial statements in accordance with generally accepted accounting principles as mandated by HUD.  The accounting firm has been contracted to prepare various year end reports.  The year end reports must be prepared on a GAAP basis.  

During the preparation of these year end reports, the following controls will be followed:

· Year end checklists will be reviewed and signed by authorized individuals

· Journal transactions will be reviewed and signed by authorized individuals, including both recurring and non-recurring adjustments

· Authorization of nonroutine and nonsystematic transactions by appropriate personnel

· Approval by Executive Director of GAAP worksheets prepared by staff which may include accounts payable listings and inventory listings

· Approval of year end financial information submissions to appropriate authorities

The contracted accountant is a key component of our management team keeping our agency up to date regarding potential new accounting requirements and relaying the impacts of these to our agency.  

All financial statements will be reviewed by the contracted accountant before issuance to the public.  
HAP Payments

HAP payments to landlord involve many processes that must be followed in order to ensure correct and timely payments.  The internal control policies guide not only payments to landlords, but the correct calculations in tenant files to arrive a HAP amounts.

Staff who are assigned the responsibility of maintaining tenant files should be properly trained to calculate HAP amounts.  Once staff have been trained, they should be updated on new regulations affecting the processes of calculating tenant files.
Procedures

· Tenant rent amounts and HAP payments are calculated in the tenant files and entered into the software system by appropriate personnel.

· At the beginning of the month, HAP payments to landlords are processed through the software system.

· A report is generated showing all HAP payments to landlords listing each tenant separately and the HAP amount due to that landlord.

· Any adjustments are made to reflect changes in HAP amounts to landlords as a result of move in’s or terminations.

· Once all adjustments have been entered, a pre-check run is processed and a report is printed.  It is reviewed and initialed by the program manager or Executive Director.

· HAP checks to landlords are printed and signed by the authorized individuals.

· A check register is printed showing all HAP checks written.  The register is reviewed by appropriate personnel and filed.

· Blank HAP checks are stored in a secured area.

· HAP checks are not to be given to a landlord earlier than the first of the month.

· HAP checks will be distributed no later than the 5th of each month.

Authorized personnel, usually the Executive Director or accountant, will perform analytical reviews of the HAP payments for inconsistencies.  Current month expenditures will be compared to previous month expenditures to determine if there are any significant variances.  Reviews of the HAP registers will also be performed to determine if there are any checks printed to unfamiliar landlords or any single large amounts which may appear suspicious.
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