Brown’s Creek Watershed District

Public Purposes Expenditures Policy, Capital Assets Policy and Internal Controls Manual

Approved as amended January-, 2022.

Public Purposes Expenditures Policy

Minnesota law mandates that governmental entities make expenditures only for public
purposes and only as authorized to accomplish the purposes for which the entity was created.
(See Minnesota Constitution art. X, sec. 1.) Brown’s Creek Watershed District (BCWD)

establishes the following policy and protocols to ensure that BCWD expenditures serve clear,
documented watershed district purposes. The BCWD administrator will be responsible for the
implementation of this policy and associated protocols.

1.

2.

Travel. BCWD will pay reasonable and necessary expenses for travel, lodging, meals
and appropriate incidental expenses directly related to the performance of official
BCWD duties. Expenditures must be approved in advance by the Bboard of Mmanagers.

a.

Staff or a manager will be reimbursed for mileage expenses incurred when using
the staff’s or manager’s personal vehicle to conduct BCWD business. Expenses
will be reimbursed only when accompanied by documentation (e.g., receipts), or,
for mileage, documentation of the date, number of miles traveled, purpose and
destination(s). Staff’s mileage for travel to and from the BCWD offices and
managers’ travel to BCWD regular, special and emergency meetings will not be
reimbursed.

Out-of-state travel. Expenses eligible for reimbursement include:

i Round-trip tourist-class (or lesser-cost) airfare;

ii. Registration for conferences, seminars and other events pertaining to
Distriet BCWD business;

iii. Mileage and parking - use of personal vehicle (only) will be reimbursed
at the tax-deductible mileage rate set by the federal Internal Revenue
Service;

iv. Meals;

V. Gratuities (15 percent of expenses incurred);

vi. Lodging;

vii.  Other actual expenses.

Owvernight in-state travel. To be eligible for reimbursement of expenses, overnight
in-Minnesota travel must be approved in advance by the Bboard, which will
consider requests case by case. Expenses eligible for reimbursement include:

i. Registration for workshops, conferences, seminars and other events
pertaining to Pistriet BCWD business;

ii. Mileage and parking - use of personal vehicle (only) will be reimbursed
at the tax-deductible mileage rate set by the federal Internal Revenue
Service;

iii. Meals;

iv. Gratuities (15 percent of expenses incurred);

v. Lodging;

vi. Other actual expenses.

Staff and manager training. BCWD may-will pay reasonable registration, tuition, travel



and incidental expenses (including lodging and meals) for education, development and
training when expenditures are directly related to the performance of duties.
Expenditures must be approved in advance.

3. Safety and health programs. BCWD may-will pay for safety and health programs that
promote healthier and more productive operations and reduce costs to watershed
taxpayers, including costs associated with workers” compensation and disability benefits
claims, insurance premiums and lost time resulting from absences.

4. Manager, staff and volunteer recognition and appreciation. BCWD may pay for
programs that recognize managers, staff and volunteers for significant contributions to
BCWD'’s performance and demonstrated commitment to BCWD's effective and efficient
fulfillment of its purposes in accordance with an annual plan and budget for such events
approved by the bBoard. BCWD may pay for occasional manager, administrator or
volunteer appreciation events or activities conducted in accordance with an annual plan
and budget for such events approved by the Bboard. No expenditure for manager, staff
or volunteer recognition will be made unless and until the structure, purposes and
criteria for recognition are approved by the Bboard. The BCWD Board of Managers will
annually establish a budget for recognition of managers, staff and volunteers.

a. BCWD will not pay staff direct non-salary payments (i.e., bonuses) except as
conditioned on achievement of performance goals specified in a written
agreement.

b. BCWD may recognize volunteers at its discretion for outstanding contributions

to the Districtwatershed, detinedas-atieast100-hours-of volunteerservice ora
uniquely-valuable-serviee-to encourage volunteer involvement in-the Distriet-to
increase eitizenresident activism and cost-effectively enhance water resource
management.

5. Food and beverages. BCWD may pay for food and beverages when necessary to ensure
meaningful, efficient and effective participation of staff,! managers or the public in
activities, events and functions directly related to BCWD purposes. Circumstances
under which BCWD expenditures for food and beverages will be allowed include:

a. Food and/or beverages provided as part of a structured agenda of a conference,
workshop, work session, outreach meeting or seminar, when the topic or subject
of which relates to the official business of BCWD and the majority of the
participants are not BCWD staff and managers;

b. Food and/or beverages may be provided as part of a workshop or formal
meeting primarily for BCWD staff and/or managers where food and/or
beverages are necessary to facilitate the conduct of the meeting, to ensure
continuity and support the participation of staff, managers and other
participants. Examples of potential qualifying events include:

i An extended planning or operational analysis meeting;
ii. An extended meeting to develop long-term strategic plans;
iii. A structured training session for staff generally; or
iv. Official meetings of the BCWD board, a committee, task force or advisory
group.
C. Food and/or beverages may be provided for occasional recognition and
1 “Staff,” as used herein, refers to the BCWD administrator and communications and project

assistant, other WEB-Washington Conservation District employees and BCWD consultants.
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appreciation events and activities, when approved by the board in accordance
with a BCWD recognition and appreciation plan and budget.

d. BCWD may pay for food and/or beverage expenses incurred in connection with
a meeting or event attended by staff and/or managers, the primary purpose of
which is to discuss, negotiate or evaluate a plan, program, project or other
endeavor directly related to BCWD purposes.

e. BCWD meetings, workshops and training sessions will be scheduled to avoid the
need to provide food whenever possible.
6. Outreach and stakeholder involvement. BCWD may pay for community and

stakeholder outreach and involvement programs to ensure that efficient and effective
BCWD programs, projects and meetings are conducted to gather public and
intergovernmental input and participation in BCWD planning, research, rulemaking
and program or project design.

7. Membership, donations. BCWD may pay for membership in the-Minnesota Asseciation
of-Watersheds Distriets-in accordance with Minnesota Statutes section 103D.335,
subdivision 20. BCWD funds may be expended for membership in other professional
organizations if the organization is an association of a civic, educational or
governmental nature and its activities are-directly related-support +e-BCWD purposes or
the improvement of BCWD operations. BCWD funds may not be donated to any
professional, technical or charitable organization, person or private institution. BCWD
may contract for services rendered by such erganizationsentities.

8. Use of BCWD property.

a. BCWD property, including but not limited to computers, phones; faxmachines
and other office equipment, will be used exclusively for BCWD business, except

for incidental personal use by-statf-that doesnetinterfere- with-orimpede-the

conductof BEWD business-to-anysubstantial degreein accordance with the
BCWD Computer-Use Policy.

BCWD property must be used for only its intended purposes.

C. The administrator may not dispose of any BCWD property with a value of more
than $1,000 without prior authorization of the Bboard of Mmanagers.
9. Financial administration - authorized actions.
a. The BCWD administrator and treasurer are authorized to transfer funds between

and to dep051t 1nto D}stﬂet—BCWD accounts but not to w1thdraw from accounts

eb.  The administrator and counsel each is authorized to act as the-.BCWD's agent of
the Distrietfor the purpose of demanding a draft on a permit financial assurance.

11-10.  Authorization of consultant services. BCWD will not compensate a consultant for
services rendered that are outside an authorized scope of work-appreved-er-directed-by

the—Beard—ef Managers. The Bboard of Mmanagers may delegate authority to the
administrator er—an—individual-manager—to authorize a specific scope of consultant

services.
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12.11. Miscellaneous-

a. The BCWD administrator will secure an-appreval-authorization from the
president deseribed-abeve-for expenses she or she will incur frem-the president
of the Bboard of Mmanagers, except that the administrator may approve or pay
expenses for BCWD-conducted programs, events and activities.

b. BCWD will not pay for alcoholic beverages or cannabis products under any
circumstances.
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Capital Assets Policy

This accounting policy establishes the minimum cost (capitalization amount) that will be
used to determine the capital assets that are to be recorded in Brown’s Creek Watershed
District’s annual financial statements.

1. Definition

A “Capital Asset,” used herein, is a unit of property that: (1) has a useful economic life that
extends beyond 12 months, and (2) was acquired or produced for a cost of $2,500 or more. A
Capital Asset must be capitalized and depreciated for financial-statement and bookkeeping
purposes.

2. Capitalization thresholds

Brown’s Creek Watershed District establishes $2,500 as the threshold amount for minimum
capitalization. Any items costing below this amount should be expensed in Brown’s Creek
Watershed District’s financial statements or books.

3. Capitalization method and procedure

A Capital Asset must be recorded at historical cost as of the date acquired. A donated asset is a
Capital Asset and is recorded at the estimated value at the time of acquisition.

A Capital Asset must be depreciated on a straight-line basis using the following guidelines:

Type Estimated Life
Equipment 3-10 years
Land improvements 20-30 years
Buildings 25-50 years

A tangible asset that costs less than the aforementioned threshold amount is recorded as an
expense for purposes of BCWD’s annual financial statements. Assets with an economic useful life
of 12 months or less are required to be expensed for financial-statement purposes, regardless of
the acquisition or production cost.

4. Recordkeeping

An invoice substantiating the acquisition cost of each unit of property must be retained for a
minimum of four years or consistent with the BCWD’s Record Retention Schedule, whichever is
longer.
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Internal Controls Manual

The following protocols and duties have been identified and approved by the Brown’s Creek
Watershed District Board of Managers to implement the BCWD Public Purposes Expenditures
Policy. The Internal Controls Manual represents board direction as to the management of
BCWD funds and property. BCWDThe Distriet has established this written internal control
manual in an effort to create clear written procedures, instructions and assignments of duties to
prevent or reduce misunderstandings, errors, inefficient or wasted effort, duplicated or omitted
procedures, and other situations that can result in inaccurate or untimely accounting records. A
well-devised accounting manual can also help to ensure that all similar transactions are treated
consistently, that accounting principles used are proper, and that records are produced in the
form desired by management.

Internal controls are designed to protect a local government unit from loss or misuse of its assets.
Internal controls also ensure that all transactions are properly authorized and the information

contained in financial reports is reliable.

Financial Protocols

o Access to Funds:

o Inaccordance with the Bistriet BCWD Bbylaws, the Bboard may authorize the
administrator to purchase goods and services or otherwise bind the Pistriet
BCWD by contract up to an amount or amounts specified by the board. Board
approval, as may be delegated to the administrator, is required to contractually
bind the DistrietBCWD.

o Inaccordance with the Bistriet BCWD Bbylaws, payment of every invoice, bill or
any other form of indebtedness incurred bythe Distrietmust have approval of
the Bboard. Checks issued by the Pistriet BCWD for payments for any purpose
will bear two authorized signatures for all amounts of fifty-delars{$50} or more,
but may bear one authorized signature for any amount less than fifty-deHtars
{$503. These requirements may be superseded only by a resolution or temporary
suspension of the bylaws as provided for in the bylaws.

o FheDistriet BCWD keeps a current signature card with its official bank,
providing in accordance with the BCWD bylaws that only a manager may sign a
BCWD check.

o All Bistriet BCWD checks are held at the accountant’s office.

o The Bistriet ABCWD administrator must maintain permit fee deposits in a
separate fund, must manage said deposits and maintain permit-specific records
pursuant to accepted fund management practices, and is authorized to make
deposits into and withdrawals from the fund for the proper administration of the
DistrietBCWD's permitting program.

o FheBistriet BCWD does not allow blank checks to be signed (pre-signed checks).

o BCWD FheDistriet-does not have signature stamps. All checks must be wet
signed or electronically signed in accordance with the BCWD adopted Electronic
Signature Policybearthe necessary-original signatures.

o FheDBistriet BCWD does not have a credit card.

The Distriet BCWD does not maintain a petty cash fund.
o Cash will not be accepted for any payment to BCWD.

(0]
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All checks or other bank drafts tendered as payment to the Distriet BCWD must
be payable to “Brown’s Creek Watershed District.” Checks or other bank drafts
issued to staff, consultants or “cash” will not be accepted.

Fhe Distriet BCWD will not cash personal or third-party checks or bank drafts.

A check or other bank draft payable to BCWD the Distrietmust be deposited to a
BCWD Bistriet-account in whole, without alteration or return of cash upon
deposit.

Cash withdrawals from BCWD DBistriet-accounts are prohibited.

Separation of Duties

Administrator duties.: The administrator:
o
o
o

Receives original invoices.-and-stampsreceived-date

Codes invoices to project/fund in current items payable.

Creates monthly current items payable list for al-the regular meeting of the
Bboard of Mmanagers;which- that includes name of vendor, invoice numbers,
invoice description, budget project/fund code, invoice amounts, and invoice
totals for the vendor.

Receives deposits, stamps checks immediately upon receipt with “deposit only”
and codes to project/fund in current items deposited. Copies original checks
prior to deposit. Completes deposit slip with check number, vendor, and
project/ permit number.

Makes bank deposits into the appropriate account at the BCWD's official bank on
the same day funds are received or next available banking day.

Creates quarterly Mmanager Pper Bdiem spreadsheet indicating all meetings
held each quarter and which Mmanagers were in attendance, based on the
official approved minutes. Per Bdiem amounts are based on approved
resolution.

Copies original invoices and deposits for both accountant and Beard-FBCWD
treasurer.

Original invoices and copies of deposits with original deposit slips are kept in
bookkeeping files in Distriet BCWD office.

Reviews Aaccountant’s monthly financial statements. Provides adjustments to
accounting codes to Aaccountant as necessary based on documentation.
Documents all permit fees and deposits in Ppermit fjournal, including date
worked or received, vendor, description, check number for deposits, invoice
number for invoices, hours for invoices, and total amount.

Updates the authorized funds spreadsheet monthly.

Makes copies of all approved checks after they have been signed by one Bearée
Mmanager (checks less than $50) or two Beard-Mmanagers (checks $50 or more).
Transfers funds the morning after the regular menthlyBeard-meeting such that:
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» -theDistriet BCWD checking has a balance of any outstanding checks
(listed on report from Aaccountant and checked by Ftreasurer) plus the
approved current items payable amount plus $2,500 from Bistriet-the
BCWD savings account to the Bistriet BCWD checking account; and

* the Distriet BCWD permit escrow account is equal to the amount listed on
the permit journal as of the Beard-regular meeting.

Disburses approved checks.
Voided checks are retained with the Distriet BCWD financial records files in the
Bistriet BCWD office.
Prepares documents for annual audit, including but not limited to:
o Copies of approved budgets and all budget amendments
Detailed Ggeneral Eledger at year end
Trial Bbalance at year end
Bank Rreconciliation and bank statements.
Copy of disbursements & receipts
Copy of tax settlements from Washington County, including the ene
settlement received in January
Copy of certified Elevy
Listing of accounts payable & copies of signed checks
Permit fjournal at year end
Grants and other agreements:
List of capital assets and all deletions and additions
Copy of invoices
Approved Mminutes
Meets with auditor for annual audit review.
Presents draft audit to full-Bboard at a menthlyBeard-regular meeting.
Presents annual budget and levy to Washington County Commissioners-at
County Beard-Meetingannathy.
Receives monthly collateral statement from the official bank.
Reviews at least once each quarter all financial journal entries made by the
accountant.
Checks for accounting and banking irregularities, discrepancies, inconsistencies,
anomalies or other indications of possible mismanagement or unintended or
unauthorized financial risk or exposure, and resolves such matters with the
Ftreasurer and/or fall-Bboard as necessary, including but not limited to:

* Any unusual discrepancy between actual performance and anticipated
results (for example, a major budget overrun in “supplies” or an
unexplained decline in user fees);

* Receipts not matching deposits;

* Disbursements to unknown and/or unapproved vendors;

* One signature on checks or pre-signed blank checks;

* Gaps in receipt or check numbers;

* Late financial reports; or

* Disregard for internal control policies and procedures.

o O O O O

O O o0 O O O O
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Accountant Duties. The contracted accountant:

O

O O O O

O

Enters coded payables and deposits into accounting software, checking for
accuracy to original invoices & deposit receipts.
Prints checks for current items payable.
Reconciles bank accounts.
Creates monthly financial statements.
Prepares documents for annual audit, including;:

o Detailed Ggeneral Eledger at year end

o Trial Btalance at year end

o Bank Rreconciliation
Adjusts accounting codes as directed by Administrator.
Receives Aadjusting Jjournal Eentries Rreport from auditor and makes necessary
adjusting journal entries in financial system.
Receives approved annual budget from Aadministrator and enters into financial
system.
Receives approved changes to annual budget from Aadministrator and enters
into the financial system.
Communicates situations not addressed by the policies and procedures to the
FallBboard, so that policies and procedures may be adopted as necessary.
Quarterly provides all BCWD journal entries to the administrator for review.

Board-Treasurer Duties. The treasurer:

O
O

Reviews current items payable list against copies of invoices.

Reviews bank statements against previously approved checks and r/Reconciles
bank account(s).

Creates a signed monthly treasurer report, which certifies that the bank
statements have been reviewed for consistency with the previously approved
checks.

Reviews a/Accountant’s monthly financial statements.

May Ability-to-transfer funds between Bistriet BCWD accounts and te-deposit
BCWD funds, but may not te-withdraw frem-aecountsfunds.

o—Submiteriginal receiptsfor-expensesto-Administrator-

O

Checks for accounting and banking irregularities, discrepancies, inconsistencies,
anomalies or other indications of possible mismanagement or unintended or
unauthorized financial risk or exposure, and resolves such matters with the
administrator and/or full-Bboard as necessary, including but not limited to and
follows up with Aadministrator and/or fa-Bboard as necessary:

* Any unusual discrepancy between actual performance and anticipated
results (for example, a major budget overrun in “supplies” or an
unexplained decline in user fees);

* Receipts not matching deposits;

* Disbursements to unknown and/or unapproved vendors;

* One signature on checks or pre-signed blank checks;

* Gaps in receipt or check numbers;

* Late financial reports; or

* Disregard for internal control policies and procedures.
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Board Duties. The board:

O

o O O O O

o

Holds a public hearing for proposed budget and levy.

Approves annual budget and levy by resolution.

Approves scopes for individual program or project expenditures.

Reviews current items deposited spreadsheet at monthly Bboard meeting.
Approves current items payable at monthly Bboard meeting by roll call vote.
Reviews all new expenditure requests against the authorized funds spreadsheet
and authorizes an expenditure only if funds are available in or are transferred to
the associated program or project.

Review of permit fees at monthly bBoard meeting.

Reviews draft audit and approves at Bboard meeting.

Approves all-receivables write-offs/write-downs by Bboard motion or resolution
at Bboard meeting by roll call vote.

Encourages Aadministrator and others to communicate situations not addressed
by the policies and procedures, so that policies and procedures may be adopted
as necessary.

Legal Counsel Duties. BCWD legal counsel:

O
O

Reviews contracts.
Ensures BCWD internal controls comport with state law.

Auditor Duties. The contracted auditor:

O O O O O

AuditerRreviews permit fees.

Creates Aan annual Efinancial Rreport.

Meets with Aadministrator for annual audit review

Creates Aadjusting Jjournal Eentries Rreport.

Sends final approved audit to Board of Water and Soil Resources and State
Auditor.
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