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INTRODUCTION

           The purpose of this Accounting Policy and Procedure Manual is to provide guidance in financial and accounting matters to administer the Kauai Independent Food Bank (KIFB). 
          The financial policies and procedures of Kauai Independent Food Bank are important aspects of its work. The adherence to sound fiscal policies is vital and must mirror our integrity and credibility. 

All modifications must conform to the Kauai Independent Food Bank policies, assistance and regulatory agreements governing these programs so that KIFB maintains complete and accurate books and records.  These books and records should be set up in accordance with this Accounting Policy and Procedure Manual.


This manual is intended to cover all financial transactions entered into with KIFB. Any questions regarding the use of this manual should be directed to the appropriate KIFB staff.  Activity should be recorded as accurately as possible to the accounts that most properly reflect the transaction.  Each KIFB program is governed by particular program regulations, policies and requirements that will be used in determining the allowability of a particular item or cost. This manual is not intended to take the place of specific program requirements and instructions.  Any program requirements, regulations, policies, etc. particular to an individual program should be followed.  Any questions concerning specific program requirements should be directed to the appropriate KIFB program staff.


The Accountant will be available to provide assistance in the understanding of this manual to the employees. A copy of the accounting policy and procedure manual will at all times be available in the accounting office for review and inspection by KIFB Staff. Any other distribution is for informational purposes only.
The revisions of this Accounting Policy and Procedure Manual will be made as required.
PROGRAM OVERVIEW
The Kauai Independent Food Bank (KIFB) was formally established in the State of Hawaii in November, 1994. Prior to independent incorporation and since its inception in 1992, the organization had been operating under Hawaii Food Bank, an Oahu-based non-profit.  
The mission of the Kauai Independent Food Bank is to prevent Hunger, provide nutritious food for the hungry, and respond to emergencies.   Food security for all the people of Kauai and Ni'ihau is the ultimate goal of the KIFB and is demonstrated through the emergency foods, vocational rehabilitation, Keiki Café, Backpack and Food Stamp Outreach Program.  In the implementation of these programs, our values and priorities reflect the ancient Hawaiian customs of aloha, kupono (honesty), hanohano (dignity), hui (partnership), lokahi (unity), kuha'o (self-reliance) and ha'aah'a (humility)       
The Kauai Independent Food Bank, a non-profit organization, receives funds from individuals, businesses, associations, private foundation grants and other grants and contracts.

         An overview of the policies in this accounting policy and procedure manual is included at the beginning of Section I, and additional detail is provided throughout the manual. The manual also provides specific examples of monthly financial reports, forms and logs.

SECTION I 

ACCOUNTING PRINCIPLES 

ACCOUNTING PHILOSOPHY
The accounting philosophy of KIFB is:

· To provide standards to allow program personnel to evaluate performance in the financial area in accordance with consistent criteria.

· To make improvements as needed in order to safeguard assets against unauthorized use or disposition.

· To provide reliable financial information and reporting.

· To maintain compliance with regulations and laws concerning programs and operations.
RESPONSIBILITIES
· Board of Directors: The ultimate responsibility for the Program financial statements rests with the Board of Directors who defines appropriate parameters for fundamental financial decisions.  All financial decisions within those parameters will be recorded in the minutes. 
The Board of Directors reviews and approves the annual budget, authorizes all bank accounts, approves all signatures, and is responsible for the selection of the auditor.
The Board of Directors reviews the Program’s financial reports, which compare actual expenses against projected expenditures at least quarterly.

· The Audit and Finance Committee: The Audit and Finance Committee consists of members appointed by the Board and is chaired by the Treasurer. The Committee recommends the selection of the auditor to the full Board, which appointment is recorded in the minutes.  In addition, this committee meets with the auditor for an exit conference at the completion of each audit.  The Committee reviews financial statements, the audit, the annual 990 tax report and the annual budget in detail and recommends approval to the full Board.

· Executive Director: The Executive Director, hired by the Board, is responsible for hiring competent staff who will oversee appropriate procedures for the establishment of records to ensure the integrity of accounting, reporting and financial systems are maintained.

The Executive Director also keeps the Board informed of the financial position of the Programs and the Corporation.
The Executive Director is responsible for negotiating contracts, accepting grants and/or contracts, and reporting such transactions to the Board of Directors.

· Accountant: Responsible for following procedures to properly document, record, and report financial transactions.  Ensures that monthly financial statements correctly reflect the organizations resources.  Prepares the annual budget and oversees allocation of expenditures by funding source.  Interacts with funding sources regarding financial reports, invoices and compliance. Carries out the established policies and procedures to present accurate financial statements; ensure proper payment of payroll, vendor and agency invoices; maintain adequate files for audit and monitoring purposes.
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INTERNAL CONTROL – FINANCIAL
POLICY:

It is the intent of KIFB to establish and maintain policies and procedures to safeguard all corporation assets against unauthorized use or disposition.  To that end, at least two persons will be involved in all cash receipt, payroll, cash disbursement and purchasing transactions.  Periodically, all internal controls will be reviewed by Management to ensure that adequate internal controls are in effect and changes will be made where necessary.  

Throughout this manual, policies and procedures will elaborate on the internal control to be followed in the following areas:


Cash Receipts


Purchasing


Cash Disbursements


Bank Reconciliation


Payroll

INTERNAL CONTROL – COMPUTERIZATION
POLICY:

Full system backups are to be run daily.  Full system backup tapes are stored in a fire proof container in the KIFB safe.  The last tape of each month will be stored off premises.
All accounting software will be password protected and only authorized personnel (Executive Director and Accountant) will have access to the password.

Employees are expressly prohibited from loading any unauthorized software on the network or any KIFB owned computer.  Unauthorized software is that which a license has not been purchased by KIFB.  

Any floppy disk, data cartridge, or CD, which as been used off site must be scanned for viruses every time before use on KIFB owned computers.  

All software purchased by KIFB will require input from the department(s) to use the software. Final approval for all software purchases will be the sole responsibility of the Executive Director.

BONDING
POLICY:

Kauai Independent Food Bank will maintain Employee Dishonesty Coverage to include fidelity, forgery, on premises, in transit, money orders and counterfeit money, computer crime, fund transfer and personal accounts. This insurance cover all employees who handle cash, sign checks, and/or have purchasing or other financial responsibilities or access to financial records and assets.  Insurance will be equal to the minimum amount of $500,000 in coverage.

PROCEDURE:

The Accountant will be responsible for reviewing KIFB policy to determine the minimum coverage required and ensure that the organization has coverage equal to at least the minimum amount and will identify all personnel involved in financial matters to ensure that they are covered under the blanket bond.

SECTION II
REPORTING AND RECORD KEEPING

RECORD RETENTION
POLICY:

The purpose of this policy is to provide an organized system of record retention and storage. The actual record retention period shall be based on various requirements and practices, but in no case shall records be destroyed before the recommended retention period described below. Records eligible for destruction shall be shredded by the Accountant.
PROCEDURE:

To ensure that records are retained in compliance with the government, banking, and IRS regulations, and KIFB policy, files should be stored in boxes with similar items, dates and retention periods noted. Non-permanent files will be stored in cardboard file boxes. Each file box will be labeled on the front with the contents, dates covered, and destruction date if applicable. Permanent records will be maintained in metal fire-resistant file cabinets. The Accountant is responsible for categorizing and maintaining a listing of records maintained and location.

Records will be kept according to the following schedule:
Accounting Records                                                             Retention Period
· General Journal




PERMANENT

· General Ledger




PERMANENT

· Cash receipts log




10 years

· Cash disbursements records


7 years

· Bank statements and canceled checks

4 years

· Billings for services



4 years

· Employees travel & expense reports

4 years

· Petty Cash records




4 years

· Financial statement – annual


PERMANENT

· Financial statements – monthly


7 years

Fixed Assets

· Equipment in use




KEEP ON FILE
· Equipment traded in on similar asset

KEEP ON FILE
· Equipment disposed of (no trade-in)

7 years
Contracts

· Leases (after termination)



7 years
· Grant Agreements




10 years
· Restricted funds documentation (after use)
10 years
Tax Returns

· Federal Form 990 and working papers

PERMANENT
· State information returns and working papers
PERMANENT
· Payroll tax returns




5 years
· Withholding tax statements (W-2)

PERMANENT
Corporate Organization Records



PERMANENT

· Corporate charter and certificate of incorporation

· Minutes of Board of Directors meetings

· Annual reports

Personnel Records

· Individual employee records


PERMANENT
· Payroll records




PERMANENT
· Employee pension and insurance records

PERMANENT 
General Correspondence




5 years

GENERAL JOURNAL

POLICY:

Entries into the General Ledger will be made from one of the following sources:

· Accounts Payable – entry of an invoice or credit memo to book an invoice or check request.
· Cash Receipts – entry originating from cash received and deposited to a bank account.
· Cash Disbursements – recording of a check issued in payment of an invoice/check request or to record a manual check issued for any purpose.
· Depreciation – entries originating in the Fixed Asset to record the annual depreciation of assets.
· Other Fixed Asset entries – to record the sale or other disposition of an asset and its applicable depreciation.
Any other entry to the General Ledger will be made by way of a General Journal.  Standard general journal entries are:

· Payroll – record monthly payroll disbursements 

· Other entries such as expensing prepaid and accruals, bank charges, corrections or reallocations of expenses to grants and contracts.
All Journal Entries are accompanied by a thorough description of the transaction prepared by the Accountant.
· Description of monthly standard Journal Entries:
      Trans #    Account #          Debit        Credit
          1.)      1042-90-00            XXX
                     4500-00-00                             XXX    

                         Monthly Interest on Bank Accounts
          2.)      6200-20-210           XXX
                    1500-00-100                             XXX
                    1500-00-200                             XXX

                        Direct Mail Mailing Fees
          3.)      6950-00-000           XXX
                    1700-00-000                             XXX

                        Monthly Accumulated Depreciation Expense
          4.)      6000-00-000          XXX 

                    6050-00-110          XXX

                    6050-00-120          XXX

                    6050-00-130          XXX

                    1042-90-000                             XXX 
                      Salaries & Payroll Benefits Expenses
          5.)     6250-00-200            XXX 

                   1042-90-000                               XXX

                      Monthly ECCA Payroll Services     
           6.)     1042-90-000            XXX 

                    4200-00-000                               XXX

                    Monthly staff contribution
· TO RECORD SERVICE CHARGES AND INTEREST EARNED IN UNRESTRICTED ACCOUNTS.  To record interest earned on monies held in statement savings and checking accounts.
· TO RECORD INVESTMENT ACCOUNT ACTIVITY.  To record investment acquisitions and disposals and interest earned thereon.
· TO RECORD DEPRECIATION ACCOUNT. To record monthly depreciation, information is based on the Fixed Asset and Accumulated Depreciation Schedule.
· TO RECORD DONATIONS, AGENCY PAYMENTS AND PURCHASES ACCOUNT ACTIVITIES.  To record receipts and disbursements from undeposited to unrestricted and restricted accounts.
· TO RECORD PAYROLL ACTIVITY.  To record payroll direct deposits to employees issued bi-weekly including payroll taxes and voluntary deductions. Information is taken from ECCA payroll reports as well as Excel spread sheets to allocate payroll among funding sources.
GENERAL LEDGER
POLICY:

The General Ledger will be posted throughout the month from the Accounts Payable, Accounts Receivable and Donor Vantage module. 
Balance Sheet Accounts will be reconciled at least quarterly in accordance with the procedures listed below.  The Accountant will maintain reconciliations until the annual audit is complete for that year.  All reconciliations should be reviewed and approved.  
PROCEDURE:

The Accountant will be responsible for ensuring that the General Ledger is posted on a weekly basis from the Accounts Payable, Accounts Receivable and Donor Vantage module. At the end of the month, the Accountant should review all the transactions in the General Ledger to reconcile from Accounts Payable, Accounts Receivable and Donor Vantage module for the preparation of the Financial Reports. 
The Accountant will submit the financial reports and account reconciliations to the Executive Director for review and approval.

The Accountant will maintain the following Balance Sheet accounts on a regular basis and at least quarterly:
· All Cash Accounts – To be reconciled monthly.  Reconciliations from the statements will be compared to the General Ledger monthly and a Journal Entry will be prepared to record any transactions.

· Receivable Accounts – To be reconciled monthly.  Follow up must be made for repayments, which have not cleared within thirty (30) days of issuance.

· Grants Receivable – To be reconciled monthly for all funding sources and by program.  Follow up must be made for any payments outstanding for more than thirty (30) days from the billing date.

· Prepaid Expenses – To be reconciled monthly.  Entries should be made to expense the appropriate portion of the expenditure to the current operating expenses.

· Accounts Payable – A listing from the Accounts Payable module must be compared to the General Ledger on a monthly basis to ensure that the liability account is in balance with the detail.  Any discrepancies should be adjusted within the system.

· Other accrued expenses – To be reconciled at least quarterly to ensure that the amount in such accounts (such as accrued vacation, etc.) are in balance with the detail.
CHART OF ACCOUNTS

POLICY:

The Chart of Accounts is designed to classify all income, expense, asset and liability by type, funding source and restriction.  All entries to the accounting system will require a minimum of the fund and Account Number.  Income and Expenditures will require the full Fund, Account Number, Funding Source and Location.

Additions and/or changes to the Chart of Accounts may only be made by the Accountant.  Any proposed addition/change should be submitted to the Accountant for review, approval and implementation.

A valid account number in the KIFB Accounting System is made up of four segments:

· XXXX 
 Account Number

· XX 
 Services

· XXX 
 Cost Center

 ACCOUNT NUMBER:

· Assets

1000 Undeposited Funds                             The account is set-up in the Primarius & Donor Vantage Module use to hold money you’ve collected until you deposit it in a bank account.
1005 Cash - Temporarily Rest.                   Cash restricted for a specific activity within a period of time.  
1010 Cash – Board Restricted                    Cash designated by the Board

1020 Petty Cash                                          Cash for small emergency purchases

1042 Cash – Unrestricted                           Cash account used to pay Accounts Payable, payroll and payroll taxes, and receive all deposits from donations without restrictions, agency payments & other cash receipts.

1100 Accounts Receivable                         Miscellaneous receivables – not from grant funds but including S.M.C. Fees from the Agencies.
1200 Grants Receivable                              Amount due from grant funding source

1300 Inventory                                            Food contributions are capitalized as food inventory and recorded as unrestricted contributions. The valuation is based on the average wholesale value of one pound of donated product as determined by Feeding America. 
1400 Investments                                         Investment Account for excess cash

1500 Prepaid Expenses                                Expenses paid in advance

1600 Deposits                                              Deposits on items such as rent, etc.
1700-00-000 Office Equipment                   Cost of office equipment including computer hardware and software.

1705-00-000 Furniture & Fixtures              Cost of furniture & fixtures.
1710-00-000 Machinery & Equipment       Cost of machinery & equipment.
1715-00-000 Vehicles                                 Cost of vehicles.
1720-00-000 Leasehold Improvements       Cost of leasehold improvements made to buildings improvements.
1800-00-000                                               Accumulated Depreciation Office Equipment

1805-00-000                                               Accumulated Depreciation Furniture & Fixtures

1810-00-000                                               Accumulated Depreciation Machinery & Equipment

1815-00-000                                               Accumulated Depreciation Vehicles

1820-00-000                                               Accumulated Depreciation Leasehold Improvements
1900-00-00 Other Assets                             Includes all balance sheet asset accounts   not covered specifically in other areas of the activity. 
· Liabilities

2000 Accounts Payable
                  Expenses incurred not yet paid

2100 Accrued Liabilities
                  Value of vacation pay earned by all employees and not yet paid and other liabilities which have not been paid but are attributable to the current period expenses. 
2100-00-000                                                Accrued Salaries/Wages

2100-00-100                                                Accrued Vacation

2100-00-200                                                Federal Income Tax Withheld

2100-00-300                                                Company Social Security Liability

2100-00-400                                                Company Medicare Liability

2100-00-500                                                State Income Tax Withheld

· Net Assets                                                        Cumulative difference between income and     expenses for all funding sources (further definition of account number will give this   total by funding source).
3000-00-000                                                Temporarily Restricted
3010-00-000                                                Unrestricted: Board Designated

3020-00-000                                                Unrestricted: Undesignated

3030-00-000                                                Retained Earnings
· Income

4000 Annual Income                                   Income received/earned from Direct Mails and Food Drives.
4100 Businesses & Corporations                Income received from Businesses & Corporations for Food Drive Sponsors and others.

4200 Contributions - Other                         This includes major gifts, website donations, non-solicited individuals, staff and food contributions.

4300 Earned Income                                    Income earned from the SMC Fees, Scanning, Soda Machine Commissions & Dividends.

4400 Grants                                                  Income received from Foundations, Trusts and other organizations.

4450 Government Grants                            Grants received from State & Federal.

4500 Interest Income
                  Interest earned on Bank accounts.

4550 Investment Income
                  Interest earned on investments & long-term CDs.

4600 Third Party Special Events                 Income earned from the third parties.


4700 Other Income
                  Other income received which does not fit into other categories enumerated above.

· Expenses

      Personnel:       
6000 Salaries
                  Salaries for all exempt and non-exempt employees including wages and sick pay & overtime pay.

6050 Payroll Benefits
                  Employer provided employee benefits cost.

      Non-Personnel:
6100 Food Expense                                     All food purchases including food costs for the programs.

6150 Food Freight
                  All food freight
Fund Raising Expenses:

6200-20-200                                                Direct Mail Envelopes & Bags
6200-20-210                                                Direct Mail Mailing Fees

6200-20-220                                                Direct Mail Piece Printing

6200-20-230                                                Direct Mail – Other Cost

6200-20-300                                                Food Drive Envelopes & Bags

6200-20-310                                                Food Drive Mail Mailing Fees

6200-20-320                                                Food Drive Piece Printing

6200-20-330                                                Food Drive – Other Cost

6200-20-400                                                Fund Raising Volunteers

6200-20-500                                                Board Sponsored Special Event

6200-20-600                                                Fund Raising – Other Cost
Professional Fees:

6250-00-000                                                Accounting Fees
6250-00-050                                                Legal Fees

6250-00-100                                                Grant Consultant
6250-00-200                                                Technical Support

6250-00-300                                                Professional Fees – Other

6250-10-000                                                Programs Partners

6250-20-000                                                Fund Raising Consultant
Space Costs:

6350-00-100                                                Repairs & Maintenance – Other
6350-00-200                                                Warehouse Equipment Repairs & Maintenance

6350-00-310                                                Computer/Office Machine Repairs & Maintenance

6350-00-320                                                Other Computer Costs

6350-00-410                                                Rent on Building

6350-00-420                                                Other Costs for Occupancy

6350-00-430                                                Trash Removal Cost

6350-00-510                                                Electricity Cost

6350-00-520                                                Propane Cost

6350-00-530                                                Water & Sewer Cost

Vehicle Expenses:

6400-00-100                                                Gas & Oil Costs

6400-00-200                                                Vehicle Permits

6400-00-300                                                Vehicle Repair & Maintenance

Insurance Expenses:

6450-00-100                                                Vehicle Insurance
6450-00-200                                                Commercial Property Policy Insurance

6450-00-300                                                Non-Profit Crime Policy Insurance

6450-00-400                                                General Liability Insurance

6450-00-500                                                Officers & Directors Insurance

6450-00-600                                                Volunteer Insurance

Supplies:

6500-00-000                                                 Office Supplies
6500-10-000                                                 Warehouse Supplies
6505-10-000                                                 Program Supplies
6550-00-000 Telephone, Fax & Internet
Telephone costs, including telephone lines for data transmitting and internet connections and modems.

6600-00-100 Assets Sale Ads                      Cost of Sale of Assets ads.  
6600-00-200 Ads for Employment              Cost of job opening ads.                       
6650 Printing & Reproduction
                  Cost for all outside duplication of materials, printing of materials, stationary, etc.
6700-00-000 Website                                  Cost for KIFB Website updates and maintenance.



6750-00-000 Travel                                     Cost of travel outside the local area for   meetings, training, etc.

6800-00-000 Training                                  All training including training materials.

6850-10-000 Agency Volunteers Hours     Cost of volunteers hours rendered by the Agencies. 

6850-10-100 Volunteers Expense               All costs associated to volunteers. 
Other Expenses:

6900-00-000 Staff                                       Staff expenses such as retreat, birthdays, etc.
6900-00-050 Board                                     Board expenses such as retreat, meetings, etc.
6900-00-100 Postage
                  Cost to fill postage machines and purchase stamps.
6900-00-200 Dues & Subscriptions
Cost of all dues & subscriptions.
6900-00-250 Membership Costs
Cost of annual membership to the different organizations.
6900-00-300 Non-Food Freight
                  All non-food freight cost.
6900-00-900 Other expense
                  Expenses which do not fit in any other category
6950-00-000 Depreciation Expense            Monthly depreciation for all fixed assets.
SERVICES:

10        Program

20        Fund Raising

30        Management and General

COST CENTER:

 100     Keiki Café  

 200     Backpack  

 300     On-The-Job Training
 400     Food Stamp Outreach
CAPITALIZATION

POLICY:

A fixed asset purchase should be either capitalized or expensed based on the amount, nature and purpose of the expenditure. The amount to be capitalized should equal the cost to purchase the asset plus the cost to ready it for use. Costs to purchase may include freight, handling charges, assembly and installation. In order to qualify for capitalization, an asset must have the following characteristics:

· Acquired for use in operations

· Have estimated useful lives at least two years following the date of acquisition

· Provide economic benefit over a number of years

· Exceed a cost of $1,000

· Depreciation shall be computed using the straight-line method over the estimated useful life of the capital asset. 
Purchases not meeting these criteria should be expensed in the period they were charged.

PROCEDURE:

All assets with useful life of greater than one year and costing more than $1,000 (except land) will be recorded in the accounting systems depreciation accounts. Any asset that does not meet the above criteria should be classified as operating expense such as small tools and equipment or repairs and maintenance.

The cost basis of furniture and equipment will include all charges relating to the purchase of the asset including the purchase price, freight charges and installation if applicable.

Leasehold improvements are to be capitalized if they relate to repairing or a major renovation. Expenditures incurred in connection with maintaining existing facility in good working order should be recorded as repair expense 
DEPRECIATION
POLICY:

Depreciation is used to reflect the economic loss in the value of an asset. KIFB will depreciate assets on a three to seven year basis.
PROCEDURE:

All depreciable assets will be depreciated using the straight-line method of allocation basis for three to seven years for office/computer equipment, furniture & fixtures, machinery & equipment, vehicles, and life of the lease for leasehold improvements. The straight-line method allocates an equal amount of the net cost of an asset to each accounting period in its useful life. 

Depreciation schedules are prepared by the auditor and updated annually for purchases made during the year. A copy is kept on file in the accounting office.
MONTHLY MANAGEMENT REPORTS
POLICY:

Monthly reports, including at a minimum, a Balance Sheet and a Statement of Revenues and Expenses, showing funding source, budget, actual and variances, are to be submitted to the Executive Director and Board Treasurer on the 2nd Thursday of the month or as soon thereafter as reasonably possible.  (Appendix #1)  The responsibility for producing such reports lies with the Accountant.

Seven days prior to every Board meeting, the Board Treasurer shall also receive a quarterly report for the prior quarter. (Note: The first meeting in the year will only comprise 2.5 months report. Thereafter, all reports will be quarterly, and include year-to-date actual versus budget). Any unusual discrepancies between actual and budgeted will include an explanation. These reports will be made part of the agenda packet distributed to all Board Members prior to every Board meeting.

PROCEDURE:

The Accountant will be responsible for producing monthly financial statements for management review.  Each report will show actual expenditures compared to budget for the current period and year to date as well as a variance from budget.  Each report will also show both income and expenditures.  Upon management review, reports will be distributed to the Budget, Finance, and Audit Committee, responsible for managing the budget for the organization and approved monthly financial statements.
The Accountant will review each financial statement prior to distribution to ensure accuracy.  Along with the reports, the Accountant will explain any obvious variances between budget and actual.

FINANCIAL FORECASTING – ANNUAL BUDGET

POLICY:
The Executive Director is responsible for guiding the budget process and presenting the budget to the Board of Directors for approval. 

The Accountant will be responsible for preparing the proposed budget which shall be reviewed by the Executive Director before submittal to the Budget, Finance, and Audit Committee. The budget shall be approved by the Board of Directors before the beginning of the next fiscal year. 
PROCEDURE:
The budgeting process will begin in September for the following fiscal year.  This permits about an eight month review of results to be used in planning the budget.
All budget documents from the Development Department and Operations will be submitted to the Accountant by September 30 for consolidation into an overall budget.  The Executive Director and Accountant will then review this and make revisions where appropriate.  The final budget will be submitted to the Budget and Finance Committee before the October Board Meeting for review and feedback.  Any further revisions will be made and the budget presented to the Board by the December Board Meeting as the fiscal year begins January 1.

The responsibility for each area of the budget is as follows:
       Executive Director – Grant revenue and capital budget.
       Development Officer – Fundraising revenues and expenses.

       Accountant – Operations and programs expenses, investment income, capital budget and projected balance sheet.
AUDITED FINANCIAL STATEMENTS
Financial Statements:

Kauai Independent Food Bank will be audited annually by a Certified Public Accountant.  The annual audit will comply with requirements set by various funding sources and will contain appropriate statements, comments and reports.  The CPA will perform compliance testing in accordance with grant requirements and submit the report within the time frame set by funding sources.

The KIFB Accountant will prepare financial statements for audit and compliance testing in a timely manner in order to meet time constraints of the auditing team and funding source deadlines.  

SECTION III

FINANCIAL POLICIES AND PROCEDURES

CASH
INVESTMENTS   
POLICY:
Funds not required for current operations will be invested in accordance with the investment plan approved annually by the Board of Directors. 
Investments may be made at the discretion of the Finance Committee within the plan adopted annually by the Board of Directors.
PROCEDURE:
The Finance Committee has the authority to make all investment transactions with regard to maturity dates and amounts to invest in accordance with the annual adopted Board investment plan.  The Accountant is responsible for the reconciliation of the account and recording of maturities and interest income.

PETTY CASH

The KIFB Petty Cash Account will be no more than $800. Petty Cash will be maintained in a locked safe at the Accountant’s office. 

Petty Cash may only be used for emergency expenses that need to be paid immediately, and/or for the purchase of food for the Keiki Café and Backpack Programs.

Petty Cash Accounts will be reimbursed at least once per month, more frequently if necessary.  To reimburse the account, the Petty Cash Worksheet must be prepared with supporting receipts and approved by the Executive Director.  

PROCEDURE:

To disburse Petty Cash, an employee must complete a receipt for the amount to be advanced, the purpose of the advance and the date.  The receipt must be signed by the employee requesting petty cash.  The employee must return a receipt for items purchased and change, if applicable.  The Accountant will be responsible for ensuring that receipts and change are obtained for each purchase made from Petty Cash.

The Accountant will request reimbursement of the Petty Cash Checking Account at least once per month, more frequently if necessary.  To reimburse the Petty Cash Account, the Petty Cash Worksheet must be completed and reconciled prior to obtaining approval from the Executive Director and entering the request into the accounting system. Receipts must be attached to the Petty Cash Worksheet.  The Petty Cash Worksheet will summarize all expenditures by accounting code.

GAS CARD
POLICY:
The Executive Director will authorize specific staff members to use KIFB gas cards. The Executive Director will be responsible for ensuring that the card is used only for KIFB vehicles and that all cards are accounted for and securely stored when not in use.
PROCEDURE:
KIFB gas cards are maintained and kept by the Accountant. The Accountant will do a reconciliation of the gas card receipts with the monthly statement before payment.

The following are procedures needed to request the gas card from the Accountant.

·  Staff member needs to request the gas card (verbally) from the Accountant.

·  Staff will sign for the gas card.

·  Staff will add fuel at one of the three locations on Kauai: Lihue, Puhi, or Kapaa.

·  Staff needs to ensure that he/she requests for a receipt after refueling.

·  When arriving back at the food bank, staff needs to turn-in the gas card and receipt to the Accountant.

CHECK SIGNING AUTHORITY AND WITHDRAWAL OF FUNDS

POLICY:
Signatories for all accounts must be authorized by the Board of Directors and will include the Board President, the Board Treasurer, any other Board members designated by the Board of Directors and the Executive Director. All checks issued shall require two signatures. A check payable to any one of the authorized signatories with more than $300 shall be signed by someone other than the payee.
It is the responsibility of the Executive Director to ensure that adequate controls and safeguards have been established to ensure disbursement of funds only for proper purposes. 

All check signers are obligated to ensure that there is adequate documentation, consistent with good internal controls prior to signing any check. 
PROCEDURE:
The Kauai Independent Food Bank shall maintain its accounts in financial institutions that are federally insured.   The Executive Director will ensure that all signatories on all bank accounts are current. Should a Board Member or Staff Member leave the KIFB, the Executive Director will remove that person from the approved signatories on the account.  In addition he/she will ensure that a new Board Resolution is passed to change all bank signatories as necessary.
All checks presented for signature must be supported by proper documentation to include but not be limited to the following:
1. Original Invoice               
2. Signed receiving slip

3. Purchase Order

4. Voucher
BANK RECONCILIATONS

POLICY:

The Accountant will be responsible for reconciling all KIFB bank accounts to the General Ledger on a monthly basis.  The Executive Director will receive the bank statement unopened and review the statement for unusual activity and proper signatures before forwarding to the Accountant for reconciliation.  The completed bank reconciliation along with any necessary journal entries will be given monthly to the Executive Director for approval.
PROCEDURE:
The Executive Director or his/her designee will give Bank Statements to the Accountant after initial review.  Banks will be reconciled before preparing the Financial Statements.

The Accountant is responsible for ensuring that the reconciled bank statements are in agreement with the General Ledger balances.  Any differences must be fully explained in a journal entry to accompany the completed reconciliation. Completed reconciliations will be given to the Executive Director for review and approval. 

Stale dated checks (outstanding for more than six (6) months), will be voided.  The Accountant will be responsible for researching the reason the check is still outstanding and will determine whether the check should be re-issued.  If the invoice is no longer valid, a debit memo will be issued in the system to reverse the charge.  The debit memo will be dated as of the date the check is to be voided.

PAYROLL
PAY DATES AND PROCESSING PROCEDURES

POLICY:
The normal workweek commences at 12:01 A.M. on Sunday and ends at 12:00 midnight on Saturday.  Work hours are calculated from Monday to Saturday workweek and start at 8:00 A.M. until 4:00 P.M. (See Annual Calendar of Events for Pay days.)
Completed and signed time sheets must be submitted to the immediate Supervisor on the Monday following the end of each pay period and be signed by the employee.  Columns for Programs, Fund Raising, Administration, Sick and Vacation Days for each day worked should be filled in and totaled.

Employees are not allowed to work overtime unless specifically directed by his/her immediate Supervisor.  Non-exempt employees will be paid straight time for hours worked up to forty (40) hours in a normal workweek.  All hours worked over forty (40) hours will be paid at one and one half times (1 ½) the employee’s straight time hourly wage. At the supervisor’s discretion, if an employee works overtime in the first week of a pay period, he/she may be given time off at a 1.5 rate during the second week in the pay period.

Any change to an employee salary such as change of name, address, withholding exemptions, etc., must be submitted within thirty (30) days of the event on a Change of Status Form.  Completed and signed forms will be forwarded to the Accountant for processing.
PROCEDURE:
All changes to the payroll – new hires, terminations, change in pay rate, transfer of location, and change in mandatory or voluntary deductions – will require appropriate paperwork to be processed.  

The immediate supervisor will submit written documentation of any changes to the gross wages, new hire and/or termination to Payroll on a Personnel Action Notice or a memo to the Executive Director for approval.  The employee must authorize changes to employee withholdings.  Authorization for change in deductions to the paycheck may be in the form of a revised/new withholding statement for state and/or federal income tax; an appropriate enrollment form amending deductions for voluntary withholdings or a court document for garnishments.  An employee must be notified of a garnishment before any deductions can be made to the employee paycheck.  The Accountant is authorized to submit such information to the payroll service. 

The payroll changes that are to be processed by ECCA Payroll Services are completed online by the Accountant three days prior to payday.  All changes regarding salary, voluntary deductions, tax exemptions, hours worked, etc. will be updated in ECCA Payroll Services Employee Information prior to entering employee pay information for the current period. The Accountant will review the current payroll information vs. past period prior to submission for processing and payment through direct deposit.

Each employee will have a personnel file which will include, among other things, salary information, evaluations, certification of employment eligibility, signed receipt for Employee Policy Handbook, training checklist completion form, promotions and terminations.  The Accountant will maintain such files in a locked filing cabinet.
PERSONNEL ACTION MEMO
POLICY:
A Personnel Action Memo will be completed for any change to an employee’s paycheck.  This memo will be used to notify Payroll of the following actions:

· New Hires

· Changes in Payroll, Location and or Position

· Termination or Leave of Absence

The memo must be in Payroll at least five working days prior to payroll to be processed on that paycheck.  Memos received after this deadline will be processed on the following paycheck.  No payroll changes will be processed without the appropriate memo completed and approved by the Executive Director.

PROCEDURE

The Personnel Action Memo will be completed and signed by the Executive Director in duplicate.  One copy will be retained in the Employee Personnel File and the second copy retained in the payroll files for that pay date.  Both copies require an original signature.

For a new hire, a completed I-9, W-4, HW-4, Health Insurance, Tax Deferred Annuity (optional), Emergency Contact Information and New Hire Checklist forms must be attached to the Personnel copy of the form.  Any employee benefit forms requiring payroll deduction must also be included for processing.  A change in position, salary/wages or location will require appropriate information to be completed.  A termination or leave of absence must include the last day worked, whether the leave is with or without pay, any commitment made to the employee regarding salary, pay, etc. and the reason for termination/leave. 

All Personnel Action Memos must be approved by the Executive Director to be processed.

Personnel Action Memos received after the due date for processing will be effective on the following paycheck retroactive to the appropriate date.  Terminations will be processed as soon as they are received to ensure compliance with State Labor laws.

EMPLOYEE BENEFITS

POLICY:

Accounting for employee benefits will be on an accrual method of accounting and will be allocated to funding sources in the same percentage as the salary for that employee.  Therefore, expenses and corresponding liabilities associated with the vested benefits with the employee will be recorded currently.  Earned but unused annual leave will be recorded in the financial statements. Only vacation hours are included as an accrued liability in the financial statements. Sick leave is accrued but not as an accrued liability.
Employee benefits will be offered to all employees in accordance with the Employee Handbook currently in effect, and an annual benefits memo will be distributed to all employees before February 28th for the prior fiscal year.
PROCEDURE:

The Accountant will prepare a monthly salary allocation worksheet including employee benefits and record it monthly.  As a part of that worksheet, each funding source will be allocated a percentage of the benefits expended.  These allocations will be applied in the form of a journal entry on a monthly basis.

Vacation accruals will be updated at least quarterly, more frequently if there is a substantial amount of turnover that would affect the liability account.  The updated vacation accruals will be posted to the General Ledger.

The Accountant will prepare the annual benefit statement after the December financial reports and must be ready a week before February 28. The annual benefit statement shows the detail of the many benefits provided by the Food Bank. It includes annual salary, company provided benefits and projected time off compensation.
VACATION FOR ACCOUNTING PERSONNEL

POLICY:

Employees with significant accounting responsibility can take an extended annual leave with the permission of the Executive Director and planned in relation to work load, i.e. not at the end of the fiscal year. Extended annual leave is deemed to be at least two weeks in duration, during which time accounting duties to the extent reasonably possible, will be performed by another person, and/or including the use of a temporary agency.

The person having significant accounting responsibilities are identified as the Accountant.
CASH RECEIPTS

POLICY:
All cash will be deposited in the bank at least twice a week. Any cash not deposited will be kept in a locked, fireproof safe in the Accountant’s office. 

Kauai Independent Food Bank receipts include monies from SMC fees, direct mails, food drives, businesses & corporations, board, contracts, grants, major gifts, website donations, donated assets, special events and other miscellaneous sources. All checks will be made payable to Kauai Food Bank.

PROCEDURE:
SMC FEES FROM AGENCIES        

Shared Maintenance Contributions (SMC) fee is a handling fee charged to participating agencies not to exceed the ceiling established from time to time by the Feeding America Board of Directors.” The SMC fee ceiling is currently set at no more than $0.19 per pound. 
The Warehouse Supervisor or the Agency Relations staff will prepare an invoice of the items purchased and ensure that the agency signs the invoice upon check-out.

· Generally, agencies are required to pay their SMC fees upon receipt of items from Kauai Food Bank. However, agencies are permitted to establish an account for the SMC fees they accrue each month. Statements are mailed out every 5th of each month to agencies that carry a balance. All SMC fees will be collected within a month after sending the statements. The Kauai Food Bank reserves the right to refuse to distribute additional products to agencies with overdue SMC fees.

· The Kauai Food Bank charges a fee of $15.00 for any checks returned by the bank for insufficient funds. If a check is returned, the agency will not be permitted to access additional food until the balance is paid. A second returned check will cause the agency to be put on a “cash and carry basis”, i.e. each invoice must be paid at the time food is accessed. 
OTHER CASH RECEIPTS
Donations are made up of annual giving, direct mail solicitations, contributions from businesses and corporations and special events.  

All grants are recognized when the funds are approved. If there is a restriction on the contribution, it will be recorded in the Temporarily Restricted Fund until the restriction has been met. If there is no restriction, the funds will be recorded as Unrestricted Funds.  Grant checks will be deposited daily if possible, but at least once per week.

Other cash receipts include major gifts, website donations, earned income, interest income, and refunds or miscellaneous income.
PROCEDURE:

· Checks are usually received from the post office box. The post office box key is kept by the Accountant. The Accountant is responsible to pick up mails daily at the post office box. The Accountant will count first the coded envelopes from development project and record them by fund before giving to the Development Officer. The Development Officer will open the coded envelopes for posting in the Donor Vantage Module under the indentified Chart of Accounts and restrictively endorse all checks immediately with the following stamp:

First Hawaiian Bank
For Deposit Only

The Kauai Independent Food Bank
Account # 30 093631

· If a check is received in person, a receipt will be prepared on a pre-numbered duplicate-copy receipt form and a copy be given to the donor.  The check and receipt will be forwarded to the Development Officer for recording in the Donor Vantage Module system.  A copy of the receipt will be forwarded to the Accountant for later matching with the check for deposit to the bank.
· After posting donations in the Donor Vantage by the Development Officer, the cash and checks will be forwarded to the Accountant, who will complete a deposit slip. The Accountant will print a daily donations report that includes the source and amount of the receipt as well as the total daily deposit amount to be reconciled for deposit. A copy of the daily donations report will be given to the Executive Director for review.

· All cash donations will be deposited directly to a federally insured lender under the checking account established. The cash will not be used to pay other expenses or distributed for any purpose prior to deposit.

· Checks in an amount of $500 and over will have a copy made which will be attached to the deposit summary, and filed chronologically into the deposit folder.
· For website donations, there is a log-in and password to access the account on online donations through PayPal. The log-in and password information is in the PayPal statements folder at the Accountant’s office. The Accountant has to access the account at least twice a month to get information of all the website donors within the month and post them in the Donor Vantage. The Accountant will do the withdrawal of the donations and transfer to the bank at least twice a month.
· Cash receipts will be reviewed monthly by the Accountant to ensure all funds were posted to the proper account.

· Cash receipt activity will be reconciled to the Budget Statements on a monthly basis.
· Total funds will remain in the checking account in an amount not to exceed three months of average monthly operating costs. Anything in excess of 3 months average operating costs will be manually transferred into a higher interest bearing Savings or Sweep Account.
· When the Savings/Sweep Account exceeds an amount determined by the Finance/Audit Committee based on cash flow reports, the excess funds will be transferred to the Investment Account.

CASH DISBURSEMENTS
ACCOUNTS PAYABLE

POLICY:

Approved invoices will be processed weekly. All invoices will be reviewed by the Accountant for accuracy, appropriate approvals, receiving documents (if applicable) and coding prior to being input to the accounting system.
PROCEDURE:

All approved invoices will be forwarded to the Accountant for processing. Only original invoices will be processed, unless copies have been verified as unpaid, by researching the vendor records. Each invoice will be coded to the appropriate category. 

Invoices must contain the following information:

· Receiving documents showing that material was received.

· Vendor name and address

· Amount to be paid

· Funding source to be charged (if applicable.)

The approved invoices will be entered into the Primarius Accounts Payable system using Invoice/Payment Entry. Click on generate payments to open the invoices and select pay all bills shown for payment. Invoices are aged and selected to generate checks.  Accountant will ensure that the date, starting check number and bank account are accurate prior to printing checks.  Checks are printed, attached to the backup documentation and submitted for signature to the authorized signers.

Checks must contain the following information:

· Name of Payee

· Address of Payee

· Amount to be paid

· Purpose of payment

Check stubs and vendor invoices will be filed alphabetically after the check has been printed, signed and disbursed.

Checks may be voided for processing errors. The check will be clearly marked as voided. All voided checks will be kept in a file in numerical order for audit purposes.

Stop payment orders may be issued for checks that are lost in the mail or other valid reasons. Stop payments are processed by telephone instruction and written authorization to the bank by signatories.
TRAVEL, CONFERENCES AND TRAINING
POLICY:

Employees will be reimbursed for mileage and parking costs incurred while performing work within the scope of their duties at the current IRS rate per mile.  Parking costs will be reimbursed when the employee is charged for parking at their destination. 
Parking receipts are required for such reimbursement as well as mileage records recorded on KIFB mileage log and signed by the employee.  When a receipt is not possible, a notation of the lot parked in, the entry and exit time, etc. is required.

Employees shall have a current copy of their vehicle insurance coverage in their personnel or other designated file.  Their liability amounts are to be compared to KIFB insurance carrier’s requirements as stated in the policy.  Any employee that has coverage below the required amount shall not use their personal vehicle for KIFB. Employees will keep a log showing date, beginning and ending odometer readings, distance traveled, and reason for trip.  This log will be submitted with a reimbursement request.

Travel out of the local area will be reimbursed based on coach fare for airline ticket.  If the employee makes travel arrangements, a copy of the airline ticket must be submitted along with other travel reimbursement data to be reimbursed.  If KIFB makes the arrangements, the travel agency will be paid; however, the employee must still submit documentation of proof of attendance at the meeting/training.

KIFB will pay registration and related costs of approved conferences and training, providing prior approval has been obtained from the Executive Director. KIFB will pay for transportation, meals, hotel and lodging at an approved conference.
PROCEDURE:

An employee must submit a request to the Executive Director for any Conference/Training program.  The request must include a description of the training, the cost of the training/conference, travel and hotel/lodging estimates.  If a training/conference is approved, the request will be forwarded to the Accounting Department for processing of the conference fee.

Employees will complete a KIFB Reimbursement Request Form recording the date, purpose of the trip, miles driven and other incidental expenses incurred.  Upon completion of the travel, a KIFB Reimbursement form must be completed reconciling any advance, if received, and the actual expenditures.  The reimbursement form must be submitted to the Accountant no later than thirty (30) days after the travel has ended. 

If the travel is to be charged to a particular funding source, the employee must indicate the purpose and the funding source to be charged and whether the expense can be attributed to Kauai Independent Food Bank
The completed form must be given to the Executive Director for approval and forwarding to Accounting for processing.
DUES AND MEMBERSHIPS
POLICY:

Kauai Independent Food Bank pays for all dues that may be required in the State of Hawaii.  Local and specialty dues are paid at the discretion of the Executive Director and the availability of funds.  
Memberships to professional organizations and/or other organization will be based upon the availability of funds and must be approved by the Executive Director.  
PURCHASING

POLICY:
The purchase of supplies for the office or warehouse must be based first on the budget.  If the item purchased is within budget, the invoice copies are to be forwarded to the Accountant.  

All purchases over $1,000.00 must undergo a competitive bid procedure. All bid requests will contain clear specifications and will not contain features which unduly restrict competition. At least 3 bids using the KIFB Purchase are required, unless prior approval by Executive Director
CAPITAL EXPENDITURES
POLICY:
Expenditures for real and personal property will be capitalized, tagged, inventoried and depreciated.  Real Property purchases represent those purchases of buildings and land.  Personal Property expenditures represent purchases of computer software and hardware, other equipment, furniture and improvements to leased and owned property.

All expenditures for capital additions must be competitively priced prior to approval and ordering.  The person involved in the purchase will be required to obtain written quotes for all purchases over $1,000. The selection of the vendor will depend upon quality and service as well as price.  The Executive Director must approve the final selection after reviewing the recommendations and proposals. 

All capital additions will be tagged and inventoried according to the Fixed Asset policies and procedures in this manual
SECTION IV
GRANTS AND CONTRACTS

GRANTS AND CONTRACTS
POLICY

All grants and contracts received by Kauai Food Bank will be administered in accordance with the contract from the funding source.  Restricted grants or contracts (those funds given by the funder for a specific purpose) will be accounted for individually.  Unrestricted grants or contracts (those granted for general operations of the Food Bank) will be commingled in the general operating fund.

The term “grant” designates funds the organization receives from outside sources for the purpose of accomplishing its mission or other designated functions in a specific area of mutual interest to the organization and the grantor. The documents furnished by the grantor at the time of such grant awards usually designate the funds as grants and the restrictions, if any. A grant may or may not require a contract for services.

The term “contract” designates funds received by the organization for specific services provided to agencies or others under contracts. The contracting process should allow sufficient time to have fully executed contracts prior to the starting date of the contract.

For accounting purposes, grants and contracts are classified as restricted or unrestricted. A restricted grant or contract requires separate accounting to document and account for the receipt and expenditure of such funds. Unrestricted grant and contract funds are used to support general operations to the organization, which do not require separate accounting for the expenditure of funds.  
PROCEDURE 

The Executive Director will carefully review each award and contract to ensure compliance with all financial and programmatic provisions. Originals of all grants and contracts will be maintained in a file. 

The Accountant will prepare initial entries to the grant monitor module as appropriate to record each award and also maintain on a current basis of all information for each grant or contract awarded to Kauai Food Bank. This information shall include the name, address, contact person, and phone number for the funding organization;  the time period applicable to expenditures; all significant covenants (such as bonding or liability insurance requirements) and restrictions on expenditures; any required financial and program reports and due dates; and the chart of accounts line item code for the revenue deposited.  
The Accountant will track the grants at least once a month to check the accuracy of the expenditures of the grants. It will be the responsibility of the Accountant to prepare a monthly grant report and distribute it to appropriate KIFB personnel.
The Accountant will prepare financial reports to funding sources as required. The Executive Director will review and approve all reports before it is sent to funding sources. It will be the responsibility of the Executive Director to insure that all financial reports are submitted on a timely basis.

Final financial narrative reports when required will be completed by the Accountant.  Final program reports when required will be completed by the Executive Director.

SECTION V
ACKNOWLEDGMENT OF RECEIPT
ACKNOWLEDGMENT OF RECEIPT

I acknowledge receipt of the Kauai Food Bank’s Accounting Manual and understand that I am expected to read, understand and abide by its content.  I also understand that I am encouraged to ask any questions concerning accounting policy and/or procedures.

_____________________________

Signed

_________________________

Date

NOTE:  Please sign and return this receipt acknowledgment to the Accounting Department.
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