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1. Purpose of the Policy

This policy has been designed as a reference for the staff, Board of Directors, and contracted
finance professionals. The purpose of the policy is to overview the methods to transact the
Association’s business affairs. This policy is in place to ensure that 1) the Association is meeting
all legal and financial obligations to grantors, the public, and government entities and 2) the
Association has accurate, timely financial data so that the Association can execute
programming and make informed decisions.

The Coos Watershed Association was incorporated as a nonprofit corporation on April 14, 1994
in Oregon, and received 501(c)(3) status with the Internal Revenue Service on August 30, 1996.
This policy document includes fiscal policies and procedures approved by the Executive
Committee and Board of Directors. This policy will be reviewed annually and will be
signed/dated by the Treasurer. Changes to the policy will be approved first by the Finance
Committee and then sent for final approval to the Executive Committee and Board of Directors.

2. Roles & Review Schedule

For more detailed information on the roles and authorities see Section 4a. Lines of Authority.

Office Manager: The Office Manager will complete the operational and transactional finance
functions (billing, payroll, journal entries, etc.); the Association will employ an Office Manager
in-house.

Executive Director: The Executive Director is the supervisor or point of contact for the Office
Manager. The Executive Director is the primary reviewer for all transactions and ensures that all
legal and funder requirements are met as the Association executes programming. The Executive
Director works with the Office Manager to ensure accurate and timely financial information.
The Executive Director is the financial leader of the organization and leads the Board of
Directors and staff on financial planning initiatives including preparing the annual budget. The
Executive Director sets the tone of financial accountability and transparency by adhering to and
enforcing all policies and procedures in this document.

Treasurer: The Treasurer is a member of the Executive Committee on the Board of Directors
and serves as another reviewer for the Association’s transactions. The Treasurer is the chair of
the Finance Committee.

Finance Committee: The Finance Committee comprises a subset of the Board of Directors, a
financial professional (non-board member) and the Executive Director. The Office Manager,
staff, and additional members of the Board will attend meetings when requested by the
committee. The Finance Committee assists during audits, reviews the first draft of the annual
budget and quarterly reports, reviews the fiscal policies annually, and other tasks as required.

Executive Committee: The Executive Committee approves the Fiscal Policies and Procedures,
approves the annual budget, reviews quarterly financial reports, and committee members will
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fill in to cover the financial responsibilities of the Executive Director when the position is
vacant.

The Finance Committee will review this policy annually and revise it to reflect changes and
clarifications in laws, policies and procedures.

3a.

3b.

3. Accounting Procedures

Basis of Accounting

Policy: The Association uses the accrual
basis of accounting. The accrual basis is the
method of accounting whereby revenue and
expenses are identified with specific periods
of time, such as a month or year, and are
recorded as incurred. This method of
recording revenue and expenses is without
regard to the date of receipt or payment of
cash.

Procedures

Definition: the accrual method allows for
recording revenue and expenses when
incurred. It eliminates the budget distortion
of large advance payments, such as annual
insurance premiums, etc. This method gives
a more accurate picture when actual
expenses are compared with budgeted
amounts. It also eliminates the possibility of
overlooking incurred but unpaid expenses
when making budget projections.

i. Expenses: Throughout the fiscal year (January 1 — December 31), expenses are accrued
into the month in which they are incurred. Invoices and receipts will be recorded in the
month the service was performed or the supplies purchased. At the close of the fiscal
year, all expenses that should be accrued into the prior fiscal year, are so accrued, in order
to ensure that year-end financial statements reflect all expenses incurred during the fiscal
year. Year-end books are closed no later than 90 days after the end of the fiscal year.

ii. Revenue: Revenue is always recorded in the month in which it was earned.

Journal Entries

Policy: The Association uses journal entries to record business transactions. All journal
entries are posted and are used for the following transactions:

a. Depreciation

b. Amortization for annual expenses such as insurance.
c. Grants Receivable (expenses incurred but not yet

reimbursed)

d. Deferred Revenue (funds received but not yet spent)

e. Vehicle mileage
f. Vacation/sick leave adjustments

Definition: Journal entries
are double entries in the
accounting system (debit
and credit) recording the
business transactions of the
organization. Journal
entries are always balanced
in that they have a net 0
impact on the financial
statements.
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g. Moving a grant expense to a Fixed Assets account if the purchase meets the criteria to
be listed as a Fixed Asset (see Section 8b. Capital Equipment)

Procedures

i. The Office Manager is responsible for writing and posting journal entries.

ii. The Office Manager will print out a copy of the journal entry with any associated backup
and provide it to the Executive Director to review. The Executive Director will sign and
date all entries at the end of each month. Journal entries are filed with the financial
records.

3c. Bank Reconciliations

Policy: All bank statements will be opened and reviewed in a timely manner. Bank
reconciliation and approval will occur by the 15% of the month.

Procedures:

i. All bank statements will be mailed to the Associations P.O. Box and opened by the Office
Manager. The Office Manager will reconcile all accounts within two business days of
receipt. The Office Manager will then give the bank statement and reconciliation report
to the Executive Director for review.

ii. The Executive Director will compare the hard copy bank statement to the electronic
statement in online banking, the cancelled checks to the check ledger kept independent
of the accounting software, as well as compare the hard copy of deposits to the receipt
book for cash transactions. The Executive Director will initial and date the bank
statement to show that the review was completed.

iii. A member of the finance committee will review bank statements and reconciliation
reports monthly.

iv. Bank statements and reconciliation reports are filed with the financial documents.

3d. Monthly Close

Policy: The Association’s books are closed for the month by the 15t of the following month.

Procedures:
i. The basic steps involved in closing the books monthly include:
1. Reconciling the bank accounts, credit card accounts, and any other accounts that may
require reconciliation.
2. Posting all Journal Entries
3.
ii. The Office Manager is responsible for completing the monthly closing tasks.
ili. The Executive Director oversees closing the books and ensures that the steps are
completed and reviews the associated documentation (eg. journal entries, reconciliation
reports, etc.).
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3e. Record retention
Please see the Association’s complete Record Retention Policy.

4. Internal Controls

Policy: The Association employs several internal controls, or ST T A S f
safeguards, to ensure that financial transactions are properly set of policies and procedures to
authorized, appropriated, executed and recorded. These prevent deliberate or misguided
policies and procedures are intended to protect the use of funds for unauthorized
Association from losses due to embezzlement, fraud, theft, purposes.

or mistakes in accounting.
4a. Lines of Authority

See below table for an overview of the authorities of various groups and individuals of the
Association.

Group or Individual Authorities/Responsibilities
Board of Directors e Approve the annual budget
e Four members will serve as authorized check signers

e Review quarterly financial statements

e Approve fiscal policies

e Report any suspicion of fraud to the Executive Director, or if
involving the Executive Director to the Executive Committee

Executive e Review quarterly financial statements

Committee (subset e Review annual budget

of Board of Directors) | e Review the Executive Director’s performance

e Report any suspicion of fraud to the Executive Director, or if
involving the Executive Director to the Executive Committee

Finance Committee e Review monthly profit & loss, and balance sheet and review
(subset of Board of quarterly budget to actuals report
Directors) e Review Fiscal Policies and Procedures annually with the Executive

Director and assist in updating as needed

e Approve Fiscal Policy and Procedure revisions prior to
presentation to the Executive Committee

e Review and approve the annual budget and any amendments
prior to presentation to the Executive Committee.

e Approve proposed administrative spending for capital expenses
over $5,000. Approval from two members is required before the
Executive Director may move forward with the purchase.
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Approval requests will be sent in writing to the full Finance
Committee with the Executive Committee cc’ed.

e Report any suspicion of fraud to the Executive Director, or if
involving the Executive Director to the Executive Committee

Treasurer (member e Perform financial duties of the Executive Director during long
of Finance absences.

Committee and e Communicate financial position and other Finance Committee
Executive activities to Board of Directors

Committee) e Review monthly bank and credit card statements and

reconciliations

e Report any suspicion of fraud to the Executive Director, or if
involving the Executive Director to the Executive Committee

Executive Director e Review monthly bank and credit card statements

e Incur obligations on behalf of the organization based on approved
annual budget and funder expectations as outlined in grant
agreements.

e Hold checks in locked/code protected safe

e Maintain check ledger to use to cross examine with bank
statements and accounting software

e Approve all invoices/expenses incurred on the Association’s
behalf

e Will NOT serve as a check signer on any account

e Pre-approve employee purchases on items or services over $300

e Prepare annual budget

e Receive pre-approval from two Finance Committee for capital
expenses over $5,000. Approval requests will be sent in writing to
the full Finance Committee with the Executive Committee cc’ed.

e Report any suspicion of fraud to the Executive Committee

Office Manager e Record expenses/invoices in accounting software

e Process payroll (enter timesheets, make tax payments)

e Cut checks for accounts payable

e Prepare invoices and requests for reimbursement

e Reconcile bank and credit card statements and submit to
Executive Director and Finance Committee

e Month-end and year-end tasks

e Prepare financial reports for funders, Executive Director, Finance
Committee, Executive Committee and Board of Directors

e Report any suspicion of fraud to the Executive Director, or if

involving the Executive Director to the Executive Committee
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All Other Staff e Write receipts for cash given to the Association

e Be aware of all internal controls and report any suspicious
behavior to the Executive Director, or if involving the Executive
Director to the Executive Committee (see Whistleblower Policy)

e Provide receipts/documentation of all purchases within 14 days
of incurring expense.

4b. Conflict of Interest
See the Association’s Conflict of Interest Policy.

4c. Segregation of Duties

Policy: The Association’s financial duties are distributed among multiple people to help
ensure the protection from fraud and error. The distribution of duties aims for maximum
protection of the Association’s assets while also considering efficiency of operations.

Procedures:

i. Checks: All checks received will be endorsed for deposit only to the Association’s checking
account immediately upon receipt.

ii. Cash: Cash received should have a written receipt filled out by the staff receiving the cash
with the top copy of the receipt given to the donor, the yellow copy of the receipt clipped
to the cash and given to the Office Manager or Executive Director and the pink copy of the
receipt left in the book. Deposits will be made within two business days if possible, but no
later than the same week as received.

4d. Physical Security

Policy: The organization maintains physical security of its assets to ensure that only people
who are authorized have physical or indirect access to money, securities, real estate, and
other valuable property.

Procedures:

i. Blank checks and cash storage: Blank checks and cash are stored in a locked safe.. When
checks need to be cut the Office Manager will tell the Executive Director how many
checks are needed and the Executive Director will update the internal check ledger before
providing the blank checks to the Office Manager. The processed checks will be stored in
the Office Manager’s locked filing cabinet until they are signed and sent out. The
Executive Director will ensure that all checks that were provided to the Office Manager for
writing are accounted for. Deposit slips are kept in the safe or in the Office Manager’s
locked filing cabinet. Cash will not be used for purchases.

ii. Events using cash: For any event using cash, two people should be present at all times
during cash handling. Written documentation should indicate the amount of cash at the
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beginning and end of the event and should be signed by two people verifying the
amounts.

iii. Passwords: The Executive Director and Office manager keep their own list of financial
system related passwords. Passwords will only be distributed to financial service
providers on an as needed basis.

iv. Online banking: The Executive Director, Treasurer and Office Manager are the only
people to have access to online banking. The Office Manager enters payroll and
reimbursements into the online system but cannot approve the transactions. The
Executive Director and Treasurer are the only people able to approve online transactions
and move funds between accounts.

v. Mail: Only the Executive Director, Program Managers and Office Manager are authorized
to open mail delivered to the Association. Program Managers are permitted to open mail
on the Association’s behalf but must distribute any correspondence to the Executive
Director for review if it is not solely and directly related to a project under that staff
person’s management.

4e. Whistleblower Policy
See the Association’s complete Whistleblower Policy.

5. Financial Planning and Reporting

Policy: The Association’s financial statements are prepared in accordance with Generally
Accepted Accounting Principles (GAAP). The presentation of the Financial Statements shall
follow the recommendation of the Financial Accounting Standards Board (FASB) No.117
“Financial Statements of Not-For-Profit Organizations.” Under GAAP, revenues are classified
based on the existence or absence of donor-imposed restrictions. Accordingly, the net assets of
the organization are classified as unrestricted, temporarily restricted and permanently
restricted.

5a. Budgeting Process

e Policy: The Association’s annual budget is prepared and approved annually. The budget is
prepared by the Executive Director and Office Manager in conjunction with the Finance
Committee. The budget is to be reviewed by the Executive Committee and approved by the
Board of Directors. The budget can be revised during the year... The Executive Director must
get pre -approval from two members of the Finance Committee for capital expenses over
$5,000. Approval requests will be sent in writing to the full Finance Committee with the
Executive Committee cc’ed.

Procedures:
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5b.

i. Executive Director: The Executive Director will lead the annual budgeting process and
work with the Office Manager, Finance Committee and all staff to ensure that the annual
budget is an accurate reflection of programmatic and infrastructure goals for the coming
year. The Executive Director will ensure that the budget is developed using the
Association’s standard revenue recognition and cost allocation procedures.

ii. Approval: The Executive Director will present a draft version of the annual budget to the
Finance Committee for review and approval. Subsequently, the Executive Committee will
review the annual budget and the full Board will approve the budget. Following approval,
the Executive Director is permitted to incur expenses and enter into contracts that are
incorporated in the annual budget.

iii. Budget Structure: The budget shall contain all revenues and expenses expected for the

upcoming year.

iv. Budget Modification: Budget modifications will need to be made when substantial
additional grants/contracts are awarded or a project is delayed due to unforeseen
circumstances. Budget modifications will be developed by the Executive Director and
presented directly to the Finance Committee on an as-needed basis.

Internal Financial Reports

Policy: The organization prepares regular financial reports on a monthly basis. All reports
are finalized no later than 15 days after the close of the prior month.

Procedures:

i. Reports: Reports shall be produced by the Office Manager within 20 days of the end of
each month. Producing financial reports is the last step in the quarterly close process.
The following reports are produced on a quarterly basis:
e Statement of Financial Position (Balance Sheet)
e Statement of Activities (Profit and Loss)
The following reports are produced on a quarterly basis:
e Budget vs. Actual Tracking Report
ii. Review: The Executive Director and the Finance Committee will review the financial
reports on a monthly basis. The Executive Director and Treasurer will present reports to
the Executive Committee and Board of Directors on a quarterly basis.

5c. Audit

Policy: An audit will be completed on an annual basis. The audit shall be completed by May
31 each year. All audits will be performed by a CPA (preferably a CPA with nonprofit
experience)selected through a competitive bid process. A Request for Proposal shall be
sent out at least every 5 years with the intention of selecting a new auditor if feasible.
Additionally, if the Association expends more than $750,000 in federal funds from all
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federal sources in one fiscal year, the Association is subject to the Federal Single Audit Act
requirements in 2 CFR 200.501.

Procedures:

i. Finance Committee: The Finance Committee will serve as the Audit Committee. The role
of the Finance Committee is to communicate with auditors on behalf of the Board of
Directors as needed and review the report upon its completion.

ii. CPA firm selection: A competitive bidding process is the preferred method to selecting a
firm for the audit. The Finance Committee and Executive Director will review bids and
select the firm.

iii. Staff Liaisons: The Executive Director and Office Manager will serve as the staff liaisons
to the audit firm.

iv. Audit Report: The audit report will be presented to the Executive Director, Office
Manager, and the full Board of Directors and the report will be available to any member
of the public if requested.

5d. Tax Compliance

Exempt Organization Returns

Policy: Exempt organization returns include the annual Federal Form 990 and annual Oregon
CT-12 Form. Tax forms are filled out by the auditor and filed by the Association by May 15
each year.

Procedures:

i. Responsibilities: The Office Manager serves as the primary liaison to the tax preparer. The
Executive Director and Finance Committee review the returns prior to filing and the Board
President has the ultimate approval authority to submit the returns.

ii. Transparency: The 990 is made available to the Board of Directors via email and it is
discussed at a Board of Directors meeting. The 990 is also posted on the Association’s
website.

Quarterly/Annual Payroll Reports

Policy: Payroll tax reporting is completed using an up to date software to calculate and make
payroll tax payments and reports (e.g. Intuit). The Office Manager completes all necessary
payroll tax payments and reports.

Procedures:

i. The Office Manager is responsible for preparing employee W2s by January 31 each year.
The Executive Director is responsible to ensure that it is completed.

ii. The Office Manager is responsible for filing quarterly payroll tax reports (941, Oregon OQ
and OTC). The Executive Director is responsible to ensure that it is completed.
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iii. The Office Manager is responsible for preparing vendor 1099’s by January 31 of each year.
The Executive Director is responsible to ensure that it is completed.

6. Revenue and Accounts Receivable

6a. Invoice Preparation / Requesting Funds

Policy: All grants and contracts will have fund requests completed on an as-needed basis.
Generally, fund requests for grants will be completed based on cash flow needs and the
amount of expenses incurred on the grant that have not yet been reimbursed.

Procedures:

i. The Office Manager gathers all relevant expense documentation, completes grantor forms
and requirements, prepares all invoices, and submits invoices/fund requests directly to
the funder. Printed copies are filed in the grant folder.

ii. The current funds to be requested should be kept under $150,000 whenever possible.

iii. The Executive Director is notified by the Office Manager of outstanding receivables that
are more than 30 days outstanding.

6b. Revenue Recognition

Policy: All contributions will be recorded in accordance with GAAP. Contributions are
recorded as pledged or received, and must be credited to the appropriate revenue lines as
presented in the annual budget and coded as designated in the Association’s Chart of
Accounts.

Procedures:

i. Revenue: All revenue will be coded to the correct grant by the Office Manager and posted
in the accounting software.

ii. Deferred Revenue: The Association records Deferred Revenue when restricted funds are
received in advance of the provision of services or incurring of expenses for which the
funds are provided. Deferred revenues may be reclassified as Temporarily Restricted
Revenues on the audited financial statements.

6¢. Cash Receipts and Deposits

Policy: The preference is for funds to be deposited into the Association’s bank accounts via
Automated Clearing House (ACH) transfer, however some funds are received via check or
cash and those should be deposited within two business days of receipt or at the very latest
within the same week.

Procedures:

i. Mail: The mail is to be opened by the Executive Director, Office Manager or Program
Managers only. Revenue received via mail is coded by the Office Manager and then
posted into the accounting system after being logged as described in section 4c.
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6d.

ii. Checks and Cash: Checks and cash are held in the safe by the Executive Director or in the
Office Managers locked cabinet until deposited. The Office Manager prepares deposit
slips and endorses checks immediately upon receipt. The Office Manager is authorized to
physically take checks to the bank. When the Office Manager is unavailable, the Executive
Director will deposit the check(s) and/or cash. All bank deposit documentation is
maintained in a locked file located in the Office Manager’s desk area.

iii. ACH Transfer: Most vendors send an email notifying us of an ACH payment. The Office
Manager prints out the email or documentation and then records the income in the
accounting system. Upon receiving the bank statement any ACH credits not already
recognized will be coded to the appropriate invoice generated in the accounting system.

Donation Acceptance and Use

The Coos Watershed Association welcomes all gifts that support the organization’s mission
and are beneficial use for the organization to carry out its mission. This policy is intended to
serve as a guideline to assist in the gifting process for the association, donors and their
advisors.

Generally, the Association:

i. Will strive to work with donors and their advisors to ensure the association accomplishes
donor goals;

ii. Will consider gifts from individuals, corporations, public entities and foundations;

ili. Will accept all cash gifts payable only to Coos Watershed Association;

iv. Will not pay donor fees;

v. Will not pay fees to any person for consideration of gifts made to the organization;

vi. Will not accept donations that threaten the nonprofit status of the organization;

vii. Will require donations comply with standard bookkeeping functions of the organization
and with IRS requirements;

viii. Will avoid complicated gifts involving multiple donors, or unusual assets or conditions;
ix. Will keep all donor information confidential, except as required by law, or with prior
permission of the donor;

x. Will encourage the donor to seek independent legal and tax advice for large donations;
xi. Will allow only authorized representatives, including staff and board of director
members, to solicit gifts; and

xii. Will allow only the board of directors to approve any exceptions to this policy.

All donations received will be recorded in the accounting system and a receipt will be
written and sent to the donor including documentation of whether benefits were received
or not. A statement in the receipt/thank you letter should include “The CoosWA has
provided no goods, services or other economic benefits to you as a result of this gift.”

7. Expense and Accounts Payable
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7a. Payroll

Policy: The organization will have bi-weekly pay-periods ending on Saturdays. Timesheets
will be due on the first Monday of the following pay-period to allow for processing during
the week. Paychecks will be issued on the Friday of the week timesheets are due.

Timesheet preparation and approval
Policy: All employees, exempt and non-exempt, are required to record time worked,
holidays, leave taken for payroll, benefits tracking, and cost allocation purposes.

Procedures:

Timesheets are completed by employees and saved electronically on the established
timesheet template, then printed out, signed by the employee and submitted. Sick and
vacation time is recorded on the timesheet and must have a fully signed leave request sheet
attached.

Employees complete timesheets and submit them to the Office Manager no later than the
end of the day Monday on payroll weeks. The Office Manager is responsible for entering
time sheet information into the payroll and accounting systems as needed. All paid time off
balances are maintained within the payroll system, based on the information provided on
approved timesheets. Timesheets will be attached to the paystub and given to the
Executive Director for review and possible changes prior to payroll being approved online.
The Executive Director will sign all timesheets showing approval.

Payroll additions, deletions, and changes

Policy: Only the Executive Director has the authority to approve changes in payroll and
written documentation of the change is required. Written documentation of payroll
changes will be maintained in personnel files.

Procedures:

i. New Hire: When a new employee is added to the payroll system they must complete a
W4, 1-9, and New Employee Form. These documents are given to the Office Manager to
enter into the payroll system.

ii. Employee Termination: When an employee leaves the organization a written request to
remove them from payroll is provided to the Office Manager by the Executive Director. If
the Executive Director or Office Manager terminates employment, all credit cards and
bank access for the terminated employee should be immediately terminated with the
financial institution.

iii. Salary Changes: Salary changes for employees are documented and approved in writing
by the Executive Director and the Office Manager subsequently updates the payroll
system. Salary changes for the Executive Director are documented and approved by the
Board President and the Board President will then forward that documentation to the
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7b.

Office Manager for processing. A written copy of the salary change form should be filed in
personnel files.

iv. Payroll Changes: Payroll changes must be brought to the Office Manager by the
employee requesting a change (i.e. changes to withholdings, change in marital status,
etc.). Payroll changes will be documented with the submission of a new W4 form. The
new W4 form will then be routed to the Executive Director for secured filing in the
employee’s personnel file.

Payroll Preparation and Approval

Policy: Payroll is prepared according to the schedule set at the beginning of the year. Payroll
will be prepared the week that timesheets are due. The primary preparer is the Office
Manager. If the Office Manager is unavailable, the Office Manager and Executive Director
will determine an alternative solution to ensure timely completion of payroll tasks.

Pay Upon Termination

Policy: When an employee voluntarily resigns with at least 48 hrs notice, a final paycheck is
due on the final day worked. When an employee resigns with less than 48 hrs notice, the
paycheck is due within five business days or on the next regular payday, whichever comes
first. When an employee is involuntarily terminated a final paycheck will be prepared and
given to the employee no later than the end of the next business day. All employees will be
paid any accrued vacation time up to 80 hours. Accrued sick time will not be paid to
employees.

Purchases and Procurement

Policy: The Association will consistently seek contractors, consultants, and suppliers
whereby all factors including cost; technical competence; ability to make timely deliveries;
and the quality of performance of their products and services are evaluated and approved
by staff and/or Board members. The Executive Director is authorized to approve every bid
award, purchase, and contract. If the Executive Director is expected to be on leave for more
than a week, or in periods when the position is vacant, the Executive Committee members
will take on these duties.

Procedures:

Regular purchases

Standing authorization for the Executive Director to approve and incur routine expenditures
such as utilities, office supplies, project costs and payroll is provided by the Board of
Directors approval of the annual budget. All staff are required to be familiar with the terms
and conditions dictated by each grant and must determine that expenses are reasonable,
allocable, and allowable per the terms of the grant and cost principles of the granting
organization. In the case of federal grants, all staff and the Office Manager must specifically
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be familiar with 2CFR200. Ultimately, it is the Executive Director’s responsibility to meet
these requirements.

Large expenditures ($5,000 or more)

An expenditure in excess of $5,000 for a single item should have written documentation of
cost comparisons created by Association staff from at least three suppliers if possible. The
staff member will recommend an option and the Executive Director will review and approve
a selection.

Independent Contractors
Contracts: For any service, the Association will enter into a written agreement authorizing
in-kind or cash payment for services. Contracts must be on the approved, standard
template and include information on the not-to-exceed limit, scope of work, timeline, and
any other pertinent information The Executive Director is the only staff member authorized
to enter into contracts.

Definition: Affiliate is defined as a person
Direct appointment: Services provided that are who has receivership related to a project
valued at less than $10,000 can be directly including:
appointed without a competitive bidding process.
The Association will enter into contracts without

e A material financial interest in a
contract other than the contract;

competitive bidding for services valued at over e A materially adverse interest in a
$10,000 when one of the following conditions are party to receive the contract; and
met: a) a potential contractor has specialized e Adebtor-creditor relationship with
equipment or a specialized expertise that cannot the association or project recipient.

reasonably be expected to be found elsewhere in

the marketplace or b) the condition exists in which the project cannot be undertaken if
competitive bidding requirements are met. The Association will avoid any actual or
perceived conflict of interest (See Conflict of Interest Policy).

Competitive bidding: Competitive bidding is required if a Board member or other affiliate of
the Association is bidding on a contract or if the value is greater than $10,000 and one of
the conditions stated above is not met. If someone affiliated with the Association submits a
bid, any staff or board members who are connected to the affiliated party may not
participate in the bid evaluation process.

Returns

All items that are returned or services that are credited back will be documented. Funds will
be returned to the funding source the original purchase was made from.

7c. Invoice Approval and Processing
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Policy: The Office Manager will enter all invoices into the accounting system and they will
be approved by the Executive Director before check signers sign. All invoices and receipts
must be itemized. Statements must have itemized backup.

Procedures:
All invoices from outside vendors will be coded by Program Management staff and then
routed to the Office Manager to ensure that they are allocated and coded correctly. Once
entered, the Executive Director will initialthe invoice and route it to the check signers for
signature.

The invoice should be coded with the following information:

e Grant/contract number

e Account number or name from the Association’s Chart of Accounts

e Activity and Location code

e Initial of staff member who coded it

7d. Employee Expense Reimbursements
Policy: Employee expense reimbursements are permitted for costs associated with mileage
or projects less than $300. If expense is expected to be over $300, prior approval of the
Executive Director is required. Generally, all expenses should be incurred on the
Association’s credit card or invoiced to the Association. Employees should submit
reimbursement requests as soon as possible but no later than 14 days after the expense is
incurred. Any reimbursements submitted after the close of the fiscal year will not be
reimbursed.

Procedures:

i. Mileage Reimbursements: The appropriate mileage is recorded on the employee’s
timesheet every two weeks to be processed by the Office Manager. A copy of the mileage
log should be included with the timesheet. The Executive Director reviews and approves
mileage when they approve the timesheet.

ii. Travel expenses: Travel expenses are reimbursed at the state approved rates. See the
Coos Watershed Association Employee Handbook for more information on travel
including expenses that are eligible for reimbursement, rates, and authorizations.

iii. Materials, supplies, services expenses: The employee will code the receipt and note that
the amount should be reimbursed to them. The Executive Director reviews and
approves reimbursements when approving other invoices.

vi. Authorization: The Executive Director authorizes reimbursement requests for all staff

and Board members. Check signers authorize reimbursements for the Executive Director.

v. Payments: Reimbursements will be paid to employees during the regular billing cycle.

7e. Credit Card
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Policy: The Association’s preference is to pay for expenses by Association credit card rather
than reimburse employees for expenses. The Association issues the Executive Director and
Office Manager with cards. If a charge is greater than $300 staff must notify the Executive
Director for pre-approval. Charges under $300 associated with operations and projects are
permitted to be incurred by the Executive Director and Office Manager without pre-
approval.

Procedures:

i. Checking out the card: Staff needing to use the credit card will initial a log stating that
they have the credit card and re-initial when they return it.

ii. Shipping: All credit card purchases should be shipped to the physical office location
unless staff have prior approval from the Executive Director to ship to another location.

iii. Maintaining receipts and entering charges: All staff are responsible for maintaining
receipts and coding them with the same information as noted for regular invoices. The
coded receipt will be routed to the Office Manager for processing and then the Executive
Director for approval before check signers sign the credit card payment check.

iv. Reconciliation: Once a monthly statement is received, the Office Manager will attach
backup documentation, reconcile the account and route to the Executive Director for
review. The Executive Director will review the statement and receipts and sign the
statement showing they reviewed it.

v. Payment: The statement will be paid monthly. When a check is cut, the backup
documentation will include the statement and receipts for every charge on that month’s
statement.

vi. Unknown charges without backup/fraud: If an unknown charge appears on a card the
staff member who used it will be questioned regarding the charge. If the charge was
knowingly incurred, unauthorized and not associated with operations or a project,
disciplinary action will occur as stated in the Employee Handbook and may include
termination. If a fraudulent charge is incurred on a card that was not made by an
employee, the credit card company will be notified immediately regarding the fraudulent
charge. If fraud occurs, new cards will be issued.

7f. Disbursements

Policy: Approved invoices, statements, and reimbursements will be paid by check or
Electronic Funds Transfer within 30 days of receipt unless otherwise agreed to by
whomever CoosWA owes funds to.

Procedures:

i. Check processing: Checks will be prepared every two weeks in conjunction with payroll.
Only authorized Board of Directors members may sign checks or digitally approve electronic
transactions. Checks or electronic transactions will not be signed or approved for
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disbursement if backup documentation is not provided and the Executive Director has not
documented approval of the expense.

ii. Check register: The Office Manager will maintain the check register through the
accounting system. The Executive Director will maintain a hard copy of the check register to
cross examine with the accounting system and bank statements.

iii. Expenditure records: Records will be maintained per the Record Retention Policy. The
expenditure record will include a check stub or print out confirmation of payment via card
or automatic debit and it will include the associated backup for each transaction. The
payments will be filed by vendor each year.

7g. Petty Cash

Policy: The Association will not maintain a petty cash account. The use of credit cards will
replace petty cash for ease of tracking and reduced risk of theft.

8. Asset Management
8a. Cash Management and Investments

Policy: Currently, the Coos Watershed Association does not hold investment accounts.
Therefore, no policy is in place regarding investment practices. If investment activities are
planned, prior to initiating said activities, a formal amendment to the fiscal policy must be
approved by the Board of Directors.

8b. Capital Equipment

Policy: The Association records equipment with a useful life of more than one year and cost
of more than $2,500 as an asset. Equipment with a useful life under one year or cost of
$2,500 or less is recorded as a supply expense.

Procedures:

i. Fixed Asset Accounts: Equipment purchased with restricted grant funding is coded to the
grant providing the money during the fiscal year, so that the purchase may be easily tracked
for reporting to the funder. No later than fiscal year end, a journal entry is made to move
the equipment expense into a Fixed Assets account.

ii. Depreciation: Depreciation expense and allowance for depreciation is recorded for all
equipment, furnishings and real property owned by the Association. Depreciation is
recorded in the General Ledger by the Office Manager and reviewed annually by the
Executive Director.

iii. Inventory: The Association maintains an inventory of fixed assets valued at $2,500 or
more and an inventory of all supplies and equipment valued at $1,000 or more. The
inventory shall be updated annually and shall include: name of item, serial number, date
purchased, value or cost at purchase, current appraised value if known, and location within
the Association office/storage. The Executive Director will review and confirm the inventory
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8c.

8d.

8e.

with all staff. Equipment procured with federal funds shall be disposed of in accordance
with 40 CFR 30.34.

Employee Retirement Accounts
See policy in the Personnel Policy Manual.
Federally Negotiated Indirect Cost Rate (IDC)

Policy: The Association applies for an IDC each year with the application being due June 30
and the IDC becoming effective January 1% of the next year. All grants that are written by
Association staff members will include the IDC in the grant budget when allowable. If the
grant does not allow for an IDC rate or only allows for a 10% de minimus rate, staff must
receive prior approval from the Executive Director to apply.

Procedures:

i. The Indirect Cost Rate is updated each year and the new rate becomes effective January
1%, This rate is then used on all grants during that year. The next year when a new rate
becomes effective, all grants then use the new rate, regardless of what rate was used in the
grant application.

ii. If a grant has more or less funds in the admin/IDC category, those funds may be moved
into or out of the projects costs if the move can be justified.

iii. When budgeting for a new grant, the rate used in the application will be an average of
the last three years of IDC rates — including the proposed rate for the upcoming year.
Attaching the current IDC paperwork to a grant application only proves that we are current
with the IDC paperwork, it does not lock us into that rate.

Operating Reserves

Policy: The target minimum operating reserve fund for the organization is three months of
average operating costs. The calculation of average monthly operating costs includes all
recurring, predictable expenses such as salaries and benefits, occupancy, office, travel, and
ongoing professional services.

Procedures:

i. The amount of the operating reserve will be calculated each year after approval of the
annual budget, reported to the Finance Committee and Executive Committee, and included
in regular financial reports.

ii. The operating reserve will be funded with surplus unrestricted funds. The Board of
Directors may from time to time direct that a specific source of revenue be set aside for
operating reserves. Examples may include one-time gifts or bequests, special grants, or
special appeals.
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iii. To use the operating reserves the Executive Director will submit a request to the Finance
Committee. The request will include an analysis and determination of the use of funds and
plans for replenishment. The organization’s goal is to replenish the funds used within twelve
months to restore the operating reserve fund to the target minimum amount.

iv. Reserve account balance will be reported to the Board of Directors quarterly.

8f. Administrative Carryover

Policy: If there is a surplus of funding remaining in the “operating costs” category of the
Association’s budget at the end of the fiscal year it will be identified as “administrative
carryover”. Revenue for operational costs comes from the grant charges calculated by using
the Association’s current Federally Negotiated Indirect Cost Rate or other grantor defined
allowable administrative rate. The surplus funds therefore will be restricted to only being
spent on allowable costs as defined by Federally Negotiated Indirect Cost Rate guidance.
Allowable items that the Association commonly charges for are the following: Finance and
Office Manager and Executive Director salary, office supplies, communication, rent, utilities,
copying, insurance, conferences & meetings, trainings, travel, etc.

Procedures:

i. The amount of administrative surplus will be identified on the fourth quarter report at the
end of each fiscal year.

ii. The administrative surplus may be used in following fiscal years or saved.

iii. The surplus amounts from each fiscal year will be tracked and added together to show
the total amount of administrative carryover funds the Association has available for use as
per the guidelines outlined in the above policy.
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