The New School

Faculty and Staff

Business Expense Policy

POLICY STATEMENT

The New School funds may be used for ordinary, reasonable, and actual business-related expenses incurred in furtherance of the university's missions.

REASON FOR POLICY

This policy promotes the proper stewardship of university funds by providing general guidelines for the appropriate and legal uses of The New School funds in support of the university's missions. The university receives, from a variety of sources, funds that carry with them fiduciary responsibilities. Inherent in these responsibilities is the requirement to operate the institution under guidance set forth to follow Generally Accepted Accounting Principles (GAAP), Board of Trustees mandates, and to comply with all federal, state, and local rules and regulations.

	
	
	
	
	


DEFINITIONS

Accountable Plan
A plan under which an employer reimburses an employee for expenses and is not required to report the reimbursement as taxable income to the employee. The employee must document business purpose, substantiate expenses, and return any amount in excess of substantiated expenses to the employer.  Expenses must be accounted for within a reasonable period of time, generally within 30 days after they were paid or incurred.  Accountable Plan is an IRS term
Approver


An individual with the authority to approve a business expense or transaction

Business Expense
A verifiable ordinary, necessary and reasonable charge for goods or services that foster or support the ongoing missions of the university

Business Meal
A meal attended by faculty, staff, students, which may or may not include individuals from outside the university community, at which a substantive and bona fide business discussion takes place



NSU Allowable Expense
A valid and legal business expense for which the use of university funds will be permitted

NSU Unallowable Expense
An expense or item for which the use of university funds will not be permitted

Documentation
Original invoice, copy of cancelled check, original credit card receipt when applicable, and/or other documentation that describes and substantiates a business transaction (see the “Expenditure Documentation” segment of this document)
Expenditure


See Business Expense

Expense



See Business Expense

Fiduciary Responsibility
Responsibility to manage funds in a manner consistent with the university's missions and the conditions specified by external sources, when applicable

Generally Accepted Accounting
Fundamental principles of accounting that are used as guidance in the preparation of

Principles (GAAP)
the university financial statements

Initiator 



An individual who generates a business transaction

Ordinary and Necessary

Normal and customary in the course of official university activities
Preparer
An individual who prepares documents associated with a transaction including, but not limited to, documents requesting payment for a transaction

Reasonable
Not extreme or excessive.  A cost may be considered reasonable if the nature of goods and services reflect prudent action and the goods and services could not be purchased for a lesser price by using the university’s purchasing system

Reviewer
An individual who verifies information and ensures that a transaction complies with university policies and procedures, and other relevant external restrictions

Stewardship 
The careful and responsible management and protection of the university's resources, which includes ensuring that they are used appropriately to assist the university in accomplishing its missions

Unit
A college, division, department, operating unit, or another university-affiliated entity
University Funds
All funds received from internal or external sources and owned by the university, which carry with them fiduciary responsibilities. This includes, but is not limited to, discretionary funds, restricted gifts, tuition paid by students, and funds from other sources

OVERVIEW

Introduction

The university Faculty and Staff Business Expense Policy is intended to provide general guidelines for identifying 

expenses that may be charged to various university accounts and to ensure compliance with federal, state, and local 

regulations, while supporting the university's missions of education, research, and public service.

It is the responsibility of all to expend university funds in a manner consistent with the missions of the university and the conditions specified by external sources, when applicable.  Common sense will prevail.

Who is Covered By This Policy

This policy and these procedures apply to Faculty and Staff. These individuals also have the responsibility to comply with all other related university policies and procedures. 

CHARGEABLE BUSINESS EXPENSES

Allowable Expenses

University funds may be used for ordinary and reasonable business expenses that support the education, research and public service missions of the university. While such expenses are generally considered allowable by the university, certain funding sources may impose additional restrictions.  For example, expenditures paid from federal and state funds or from restricted gifts are subject to added conditions. Such additional restrictions must be recognized when expenditures are being planned.
Expenses Benefiting Faculty, Staff or Students

The expenses identified below are allowable.  University funds may be used for these special purposes within the scope of responsible financial management and must be reviewed on a case-by-case basis. These expenses must not be charged to sponsored projects, federal appropriations, or state appropriations. Additionally, they must have the approval of a Dean or Officer in the form of signature on the proper payment form.  

1. A gift or farewell reception, in recognition of a university faculty or staff member leaving the university after a long term of service.

2. Flowers purchased from the university approved florist:

· A faculty or staff member is hospitalized due to serious illness or injury;

· A faculty or staff member retires; or

· A faculty or staff member, or a member of his/her immediate family dies. 

3. Expenses associated with office functions (e.g., receptions, open houses) complementary to the unit's missions and goals or that foster a sense of community among faculty, staff, or students are allowable. Documentation must include an explanation of the business purpose.

4. Meals, gifts, prizes, or other awards to recognize length of service or other work achievements are allowable.  Expenditures should be de minimus.

Unallowable Expenses

An expenditure with any of the following characteristics does not reflect the proper stewardship of university funds and is considered by the university to be "unallowable" regardless of the source of funds:

1. It does not support the university's missions of education, research and public service.

2. It is extreme, excessive, illegal, or is not a normal and ordinary cost incurred in the conduct of official university activities.

3. It represents recognition, not associated with job performance or professional recognition, service, or morale, for a faculty member, staff member, or student. For example, costs to recognize birthdays, childbirth or adoption, weddings, anniversaries or Administrative Professionals Day are unallowable.

· Note:  This policy does not preclude faculty, staff, or students from giving personal gifts to their colleagues when university funds are not used for this purpose.

4. It represents a personal expense that is neither business-related nor required in carrying out an individual's job responsibilities. Examples of personal expenses are:

· Parking permits, fines (parking, traffic, library, etc.), penalties, or interest charges on personal or corporate credit cards.

· Amusement, entertainment, or social activities that are not directly connected to university functions and purposes;
· Memberships and other purchases that lend themselves to personal use, such as the Automobile Association of America, airline clubs, Sam's Club, newspaper home delivery, etc.

· Commutation expenses between home and the workplace during normal business hours unless the circumstances require you to take a more expensive different mode of transportation.  The exception must be approved by a Dean or Officer.

5. The expenditure was (or will be) reimbursed from another source.

6. The expenditure is for an individual association membership fees, dues or licenses that are not directly related to the individual's position or academic discipline.

· Note: Every effort must be made to ensure that institutional memberships, which are allowable, are associated with university positions or operating units rather than with individuals.  Payment for allowable institutional memberships should be made by the university directly to the association.
7. It represents home office costs that are not part of an official "Flexplace" arrangement. For example, communication costs, (such as for dedicated telephone lines or internet service providers), or personal home computers not associated with a "Flexplace" arrangement are generally not allowable.

8. It benefits a select few on a frequent, recurring, and ongoing basis, and other groups are prevented from receiving similar benefits. 

9. Sales and other taxes paid on purchases that could have been avoided by purchasing the item through the university’s purchasing system.

RESPONSIBILITY AND AUTHORIZATION

General Comments

Certain individuals bear responsibility for different aspects of the process of transacting and classifying university expenditures. It is the responsibility of Faculty and Staff to expend funds in a manner consistent with the missions of the university and the conditions specified by external sources, when applicable.

· Note: The Initiator and the Approver of a transaction must be different individuals, in order to ensure separation of duties.

· Note:  In all cases, the personnel of the Accounting Department have the responsibility to audit and confirm the allowability of business expenses.

Below is a listing of individuals with a general description of their responsibilities associated with incurring business expenses: 

Initiator

Before initiating a transaction on behalf of the university, it is the responsibility of the individual to assess whether the proposed business expense is in support of the university's missions. In addition, this individual has the responsibility to ensure that:

· Appropriate approvals have been acquired, or the individual has the appropriate authority, to initiate the expenditure.

· The expenditure is a university allowable business expense.

· The expenditure is:

* Not personal in nature;

* In furtherance of the university’s mission;
* Within planned budgetary constraints;

* In compliance with any funding designations and/or guidelines;
* In compliance with appropriate university policies, and 

* In compliance with operating department policies.

· Appropriate documentation has been obtained, i.e., original receipt, item number, written quote, etc.
Preparer of Document

This individual may or may not be the same as the Initiator. This individual has the responsibility to:

· Process the expenditure in compliance with appropriate university policies and procedures, and operating unit guidelines

· Record expenditures consistently and in accordance with university Accounting System Structure.

· Note:  In some cases, when the appropriate authority has been granted by the department, the Preparer may also have the responsibility to act as the Reviewer.

Approver

This individual has the responsibility to ensure that:

· All processing and review steps, as stated above, have been followed.

· Tax issues have been properly addressed (see the "Tax Issues" Section of this document).

· There is no apparent conflict of interest on the part of the Approver or other individual involved in the transaction. 

· The transaction is in compliance with applicable policies and procedures.

· Note:  Business expenses must not be approved by a person solely benefiting from the business expense. 

PROCEDURES

Reimbursements and Payments to Vendors

Whenever feasible, a business expense (except for a travel reimbursement) should be paid by the university directly to the vendor. Requests for payments to vendors for university business expenses must be submitted to the Accounting Department in time to meet the payment terms of vendor invoices.
When direct payment of a business expense to a vendor is not feasible, and reimbursement to an individual is necessary, the reimbursement request should be submitted within thirty days from the time it was incurred, including an explanation of why direct payment was not feasible, and sales tax should not be paid.

Expenditure Documentation

Goods and Services

Documentation for the purchase of goods and services should provide support for the business purpose of the expenditure, and include an explanation of the business purpose. Appropriate documentation includes purchase order number, original receipt or original invoice containing the date of purchase, vendor name and address, description of goods and services, quantity, unit price, any other required approval documents, and grand total of expenditures.

Proper supporting documentation for reimbursement of purchases of goods and services made via the World Wide Web, includes a confirmation e-mail or web acknowledgement and a packing slip or some other documentary evidence that an actual purchase was made.
Business Meals

Below are two examples of how expenses for business meals (other than individual meal reimbursement related to travel) are normally incurred. In both situations, an explanation identifying the business purpose of the meal and name(s) of individual attendees or a university-identified group/ committee is needed.

 Option 1

Meals at a restaurant require a detailed receipt, when available, including restaurant name and address; date of meal, names of individuals served, agenda and purpose of meeting, and itemized list of food and beverages served.

· Caution: Summary credit card receipts or tear tabs are not sufficient without supporting documentation.

Option 2

Meals provided (on or off campus) by a caterer for a business event require an itemized invoice including caterer's name and address, date of service, location of event, and list of food and beverages served. The caterer must also be approved as a university vendor for insurance purposes and IRS reporting.  On campus, the university’s contract caterers must be used.

· Caution:  Payments and reimbursements for on campus events when the university’s contract caterers are not used will not be paid.

Approvals

Unit Administrators, Preparers, and/or Approvers are required to ensure that expenses are properly coded with the appropriate accounting information. 

All expenses require the appropriate university processing form, appropriate documentation to support the business purpose of the expense, and an approved transaction authority signature before submitting to the appropriate university office for processing expenditure for payment. Each unit administrator (approver) is responsible for ensuring the expense meets the criteria of a business expense.

TAX ISSUES

General Issues

Tax issues affect many business expenses. Tax laws, regulations, and interpretations are both complicated and change frequently and, therefore, specific rules are not listed here. Those who review and approve business expenses must understand general issues and contact the Accounting Department for guidance on specific transactions.

Under tax law, certain transactions are not allowed. Others are subject to tax reporting, tax withholding, or both. Still others are subject to a variety of miscellaneous taxes.

1. Payments to foreign nationals who perform services in the United States are not allowed unless the person is work-authorized based upon visa classifications.

2. Business expenses between a supplier of goods or services and the university will be disallowed if there is a conflict of interest that creates an "excess benefit". An excess benefit implies that the transaction is above fair market value (e.g., excessive compensation, excessive purchase price, etc.).

· Caution: Contact the Legal Department whenever a transaction involves a potential conflict of interest.

3. Some business expenses must be treated as wages, subject to W-2 reporting and payroll tax withholding: clothing and auto allowances, indirect moving expenses, all cash awards to employees, most gift certificates, and some property awards to employees (airline tickets, clocks, etc.).

· Note: Gifts of property (not cash) are exempt from tax if the value is minor (e.g., flowers, candy), or if the gift is in recognition of length of service and the value of the property does not exceed certain IRS thresholds (generally, $400).

4. Business expenses may be subject to miscellaneous taxes such as sales tax, excise tax, value added tax, gross receipts tax, etc. These rates will not be reimbursed if a different method of purchasing these items would have resulted in the taxes being waived.
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