
WESTAR Procedure #8:
Coding and Account Allocation Procedures
Purpose:

To establish a procedure for coding and processing accounts payable in a consistent manner and in accordance with accepted accounting procedures.

Definitions:

Indirect charge – expenses relating to “overhead” charges, consistent with OMB-Circular 
A-122

Direct charge – expenses relating to a specific project (Grant or contract)

Program income – income derived from grant or contract funds, including but not limited to product rebates and registration fees.
General Notes:  

These procedures insure that accounts payable are coded and documented in a consistent manner.  In addition, internal controls have been established to insure that all payments are approved by a responsible official of WESTAR (Procedure #10: Internal Financial Control Procedures).  In addition, policy number FA-00-03, titled “Executive Director Expenses Approval and Check Issuance”, applies where payments are made to the Executive Director who, in general, is the signatory authority for accounts payable.

It is the Executive Director’s responsibility to ensure that all expenses incurred by WESTAR are reimbursable in accordance with applicable grant rules and contract provisions – that is, to ensure that payments from grant funds are allowable, reasonable, and are properly allocated. The Executive Director’s financial responsibilities are overseen by the Board of Directors, in particular the WESTAR Treasurer. The following process steps will ensure that WESTAR’s accounts payable procedures conform to generally accepted accounting procedures (GAAP). The records established using these procedures, as well as the procedures themselves, are audited on an annual basis by an independent accounting firm. 
WESTAR has established a coding system that allocates expenses to specific fund sources (grants and/or contracts), and to specific expense categories (chart of accounts).  The system further allocates expenses for each project within a grant or contract (for example, expenses may be allocated to specific projects funded under one EPA grant, such as training and PSD). The chart of accounts is set up to meet the reporting requirements of the funding entity. For example, EPA grants are awarded based on work plans and budgets for expenses in the following expense categories: Personnel, Fringe Benefits, Travel, Equipment, Contractual, Other, and Indirect Costs. EPA expects financial reports to summarize expenses for each of these expense categories. Similarly, contractors require accounting according to their needs. WESTAR’s accounting system is set up to meet these different grant and contractual requirements, and is implemented under the oversight of an independent CPA to ensure that all accounting is done in accordance with GAAP. 

WESTAR may be invoiced for approved grant expenses, expenses incurred under a contractual agreement, or for expenses that are not reimbursable through either grants or contracts. Since the rules regarding reimbursable expenses (“allowable” expenses) differ, expenses must be correctly allocated to the appropriate fund source and cost category. 

Process Steps/Descriptions: 

The following steps are used to ensure that accounts payable are assigned to the proper fund source/project and appropriately coded in the accounting system.

I.
The Office Manager will review and recommend allocation of expenses as follows:

1. Date stamp all invoices, expense claims, and credit card statements at the time they are received. Keep unpaid invoices and statements in an Accounts Payable file, pending coding and processing.

2. Determine the appropriate fund source to which the expense is to be allocated. 

3. If there are multiple projects being administered under the fund source, determine the appropriate project to which the expense is to be allocated.

4. Determine if the expense is allowable for reimbursement based on applicable grant or contract conditions. 

5. Determine the expense category, and specific chart of account item, to which the expense should be allocated.

6. Enter the expense into the accounting system, assigning the fund source, project (if applicable), expense category and sub-category (chart of accounts). Print out, review, initial and date an expense coding sheet (referred to as a Transaction Journal in the QuickBooks accounting software currently being used by WESTAR). See Figure 1for a sample expense coding sheet.
7. Forward a check in the appropriate amount, the expense coding sheet, and the original invoice(s) to the Executive Director for review of proposed expense coding and allowability of costs.

8. Note: payments to the Executive Director are reviewed by the WESTAR Treasurer in accordance with Policy #FA-00-03, “Executive Director Expenses Approval and Check Issuance”.
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Figure 1: Sample Expense Coding Sheet
Transaction Journal

August 29, 2005
Date Name Memo Account Class Debit Credit
8/29/2005 PacifiCare of Oregon Account # 1009081... B of A Checking 1,458.95
WGA: Visibility Employer paid pre... Medical Insurance WGA 351.56
EPA:TRAININGS Employer paid pre... Medical Insurance EPA 351.56
EPA:OPERATION Employer paid pre... Medical Insurance EPA 351.56
PacifiCare of Oregon Employee paid pre... FlexSpending Medical/D...  EPA 404.27
1,458.95 1,458.95
TOTAL 1,458.95 1,458.95
Date: Approved:

Page 1




II.
Executive Director review and approval:

1. Prior to signing a check for payment of an invoice, the Executive Director is responsible for ensuring that the costs are allowable, reasonable, allocated to the appropriate fund source and project, and that the expense is properly accounted for in the accounting system. If the coding recommended by the Office Manager is incorrect or documentation of the expense is deficient, the check should not be signed until the documentation and coding are corrected. 

2. The Executive Director approves the proposed coding by initialing and dating the expense coding form (Transaction Journal). The initials of both the Office Manager and the Executive Director will be on all completed and approved expense coding forms. 

3. By signing the check, the Executive Director is indicating approval of the appropriateness, reasonableness, allocation of, and allowability of the expense as coded in step 2.

III. Accounting for Program Income

All program income is to be credited against the original cost of the product or service from which the income was originally derived. For product rebates, the rebate amount should be credited to the original product purchase, resulting in the net cost being the difference between the original cost and the rebate. Similarly, for registration fees and like income, the amount received should be credited in such as way as to offset the cost of conducting the meeting or activity for which the registration fee was collect, resulting in the net cost of the activity being the original cost less the amount of income derived from registration.

IV.
Documentation:

1. All expenses paid by WESTAR must be entered into the accounting software, and coded in accordance with the procedures described above. Each such transaction must be documented as required by grant and/or contract conditions, and files must be maintained for review by auditors and funding source representatives.

2. In support of each transaction entered into the accounting system, written documentation must be maintained at WESTAR headquarters, which will typically include, but is not limited to the following:

a. Check stub;

b. Approved expense coding form; and
c. Invoice, expense claim with applicable receipt(s), or statement with receipts for all items included on the statement.







Coding and Account Allocation Procedures
Revised October 22, 2009
Page 1 of 4

