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Account Administration Policies

Introduction

A.

The University of Hawai‘i Foundation (“Foundation”) was established in
1955 to encourage private support for the University of Hawai'i
(“university”). Today, it is the central fund raising agency for the university
System providing a host of fund raising services to all ten university
campuses along with management of more than 5,000 accounts.

The Foundation is a private, non-profit, institutionally related corporation
designated as a 501(c) (3) organization by the Internal Revenue Service
(“IRS”). It is a legally separate entity from the University of Hawai‘i, the
University of Hawai‘i Alumni Association, 'Ahahui Koa Anuenue, and all
other university affiliates. However, the Foundation does work closely with
these organizations, as well as with others in the community for the sole
benefit of the university.

The mission of the Foundation is to transform and create a better future
for Hawai‘i through alumni and community philanthropic support for public
higher education, to be a trusted manager of private investments, and to
build and sustain the university's relationships with donors, alumni,
community, institutional and university partners.

Your support is needed to ensure that Foundation funds are used in a
manner that provides the best possible benefit for the University of
Hawai‘i. Donors provide these funds, in many cases at some personal
sacrifice, in order to make the university a better place; this intent should
be foremost as the funds are used. In addition to the overarching need to
insure there is benefit to the university, the funds must be used in
accordance with the specific intent of the donor.

It is the joint responsibility of the university and Foundation to ensure
donor gifts are spent in accordance with the donor’s wishes. Furthermore,
the 1997 Memorandum of Agreement between the university and
Foundation states, “The University retains responsibility for appropriately
and prudently expending gift funds received by the Foundation, according
to the terms and conditions provided by the donor at the time the gift was
made and accepted.”
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Il. Types of Accounts

A. Overview of Accounts

1.

Each account is a separate entity based on its purpose; however,
accounts may be grouped together for accounting, investing and
reporting purposes.

When donors make a gift to the Foundation, they may designate
which university program, project, college or area will benefit from
that gift. They may also specify whether their gift may be spent
entirely (expendable) or will be used to create a permanent
(endowed) fund. Three broad fund classifications, along with other
classifications used in special circumstances, are described below.
These fund classifications help the Foundation administer its
resources in accordance with the guidelines established by donors.

B. Expendable Accounts

1.

Expendable accounts receive gifts, non-gift income, and in some
cases endowment payouts (see below) that is immediately
available to be used according to the purpose of the account and in
accordance with the Foundation’s policies.

Any income earned on expendable accounts is used to support the
operations of the Foundation.

The minimum amount to open this type of account is $1,000,
provided there is no other existing account with a similar purpose.

C. Endowment Accounts

1.

An endowment account is a fund established from a gift that
provides income in perpetuity for a specified use, as determined by
the donor. Each endowed account held by the Foundation retains
a separate identity, but all endowment funds are pooled together for
investment purposes and managed by the Foundation, under
policies adopted by its Board of Trustees. For more information on
endowments, see “Endowment Procedures”.

Each fiscal year the Board of Trustees determines the payout, the
portion of the endowment that will be made available for the current
needs of the programs.

The payout from an endowment account is deposited into an
expendable account with the same purpose as the endowment
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account. The monies in the account are then available for use by
the university program. Payouts are made quarterly.

4. Minimum Amount

a.

The minimum amount for a fully endowed account will vary
depending on the purpose of the account. See “BOR/Giving
Levels for Naming Opportunities” for different gift levels
currently required to fully endow an account.

The minimum gift(s) to initially open any endowment account
is $10,000.

An unnamed general endowment account will be considered
fully endowed at $10,000.

An account is fully endowed when the gifts received (before
the reduction for the one-time gift assessment) equals or
exceeds the target amount. Reinvested income distributions
do not count towards the fully endowed amount.

5. Endowment Payout

a.

At 6/30 each year, the payout amount is determined for the
coming year by applying a payout rate to the average of the
previous twelve quarters of endowment market value. In
fiscal year 2007-2008 this rate is 5.0%.

For the fiscal year 2007-2008, the annualized effective rate
of the above calculation based on the market value at
6/30/07, was 4.0%.

Technically, the endowment utilizes a unitized methodology
whereby each endowment account is assigned a number of
units based on the current market value per unit at the time
new endowment funds are added to the endowment. The
endowment payout amount is determined by applying a
dollar amount per unit to the number of units for each
account. The dollar amount per unit is calculated by
applying a percentage rate (as determined by the Board of
Trustees) to the average market value of the twelve
preceding quarters; the result is divided by the total number
of units to come up with the dollar amount per unit. This
calculation is made once a year at June 30, for the coming
fiscal year. The amount is applied quarterly. Consequently,
for each account, the payout stays the same throughout the
fiscal year regardless of the market value changes through
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the year (assuming no additional gifts were made to the

account).
D. Quasi Endowment Accounts
1. A quasi endowment account represents expendable monies that

account administrators have requested be invested in the
endowment pool. Funds may come from gifts or surplus operating
funds.

2. Quasi endowments are treated the same as permanent
endowments; they generate payouts to an expendable account and
are subject to the endowment administration fee.

3. Account Set Up

a. To establish a new quasi endowment the following must be
submitted:

[ A “Request for Establishment of Account” Form
Ii A “Transfer of Expendable Money to Quasi” Memo
with the appropriate signatures.

b. Quasi Endowments of less than $100,000 must be approved
by the Foundation’s management.

C. Quasi Endowments of $100,000 or more must be approved
by the Foundation’s Board of Trustees.

d. Contact the Vice President for Administration/ Chief
Financial Officer to set up this approval process.

4. Minimum amount and waiting periods
a. The minimum amount required to set up this type of account
is $50,000.
b. The minimum book balance to maintain a quasi endowment

fund is $25,000.

C. The minimum transaction amount for additions or
redemptions is $5,000 per quarter.
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d. The waiting period for the first withdrawal is one year.

e. Additions and withdrawals are made on a quarterly basis.

[I. Establishing an Account

A. Submit the “Request for Establishment of Account Form” to create an
account. This form provides the purpose of the account and those who will
have responsibility for administering the account. This form must be
completed in full, including all required signatures, before being submitted
to the Foundation’s Fiscal Office.

B. Purpose of the Account

1. The donor’s intent provides the most important criteria for
determining the account’s purpose. This purpose should be clearly
stated at the time of the account’s establishment. New gifts can
often be placed in existing accounts and still fulfill the intent of the
donor.

2. The purpose of all accounts administered by the Foundation must
be university-related.

3. A Gift Agreement (“GA”), previously called a Memorandum of
Understanding (“MOU”), typically accompanies all endowment gifts.

C. Approvals

1. Accounts for colleges and schools must be approved by the Dean
or Chancellor.

2. For all other accounts, the Director of the Cancer Research Center
of Hawai‘i, the Director of the Institute for Astronomy, a Vice
President, or the university President must approve the
establishment of the account as appropriate.

D. Account Administrators

1. The account administrator is the individual who is responsible for
expenditures from the account.

2. For each account there should be a minimum of two, but not more
than six, account administrators who are authorized to approve
transactions.

3. Account administrators must meet the following criteria:
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a. Be an employee of the university holding a faculty or
administrative position classification or higher or Foundation
employees; and

b. Be able to spend the time necessary to personally carry out
the responsibilities described in Section IV.B.

4, A temporary account administrator may be assigned for specific
dates. This will allow the program to conduct business with the
Foundation when an account administrator is unavailable. The
“Change in Account Administrators” memorandum should be
used in assigning a temporary account administrator, including a
sample signature and period of authorization, should be sent to the
Foundation’s fiscal office. A current account administrator must
sign the memorandum.

IV.  Account Responsibilities

A. The responsibilities of the individual incurring expenses are to ensure that:
1. The funds are used prudently and for the benefit of the university.
2. The use of the funds is in accordance with the purpose of the
account or the donor’s intent.
3. The use of the funds is in accordance with this policy.
B. The account administrator's responsibilities are to ensure that:
1. All transactions are appropriate, reasonable and conform to the

account’s purpose. Account administrators are expected to
thoroughly understand and comply with the restricted purposes of
their accounts.

2. Accurate and complete source documents and supporting
documentation are provided. Each request for payment must have
sufficient documentation to clearly indicate the benefit to the
university

3. Accounts should be frequently reviewed and monitored by the
account administrators who will immediately report any
unauthorized transactions or discrepancies to the Foundation’s
fiscal office. Accounts can be accessed through the Integrated
Financial and Administration Solution (“IFAS”), the Foundation’s
online financial system. Account administrators must sign an online
“IFAS Access Agreement” prior to gaining access.
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a. Online access to IFAS reports is also available to support
staff. Please note that the system can accommodate a
maximum of 6 account administrators and administrative
support staff per account. An account administrator must
send a “Request for Support Staff Access to View
Account Information” memorandum to the fiscal office.
The support staff must then submit the online “IFAS Access
Agreement” prior to gaining access.

4. The account is managed so that expenditures and encumbrances
do not exceed the available cash in the account at any time.
C. The Foundation’s responsibilities are to ensure that:
1. Properly authorized transactions are processed in a timely manner.
2. Disbursements are in compliance with account restrictions and this
policy.
3. Transactions are properly recorded and classified.

V. Changes to Account Attributes

A. Account Title

1.

All requests to change the account title should be done via a
memorandum signed by a current account administrator.

Changes in the account title should be made only to clarify the
identification of the account. Account names should reflect the
intended purpose of the fund and/or any donor restrictions.
Changes must not violate any specific requests or restrictions of the
initial donor.

B. Account Administrator

1.

All requests to change an account administrator should be done via
the “Change in Account Administrator” memorandum signed by
a current account administrator stating the individual(s) who are no
longer an account administrator, the new account administrator(s),
and the reason for the change.

A sample signature of each new authorized account administrator
is required.



Policies and Procedures
FDS - FS - 001 7

Page 8 of 41 UNIVERSITY OF HAWAI'l
Date Established: 03/1/05 FOUNDATION
Date Last Revised: 07/13/10

@é::»

3. If the account administrator is being changed on multiple accounts,
submit a single written memorandum that includes the requested
changes and a list of the affected account numbers and titles.

C. Purpose

1. Generally the purpose of an account cannot be changed. If an
exception is made, appropriate approvals as determined by the
Foundation and which may include donor input, will be required.

2. If for some reason the requirements of a GA or MOU cannot be
fulfilled, the Board of Trustees of the Foundation in consultation
with the University will determine an alternate disposition of the
funds consistent with the donor’s original intent.

VI. Account Management
A. Foundation Fees
1. The Foundation’s Board of Trustees is responsible for establishing

fees which help support the operations of the Foundation. The
process for establishing or changing fees includes the concurrence
of the university and the Board of Regents.

2. Administrative Fee

a. A one-time administrative fee of 3.5%, up to $150,000, will
be assessed effective May 1, 2005 on all incoming gifts,
including endowment gifts, and other non-gift income
deposited in an account.

b. This fee may be paid from an unrestricted account for the
same unit if authorized by the appropriate account
administrator.

3. Indirect Cost

a. It is the Foundation’s policy to not allow any indirect cost on
any incoming funds (gifts, other income) aside from its one-
time administrative fee of 3.5% that is publicly disclosed to
its donors.

b. An exception to this policy would be funds from corporate
and foundation monies that have factored in a higher indirect
cost in a proposal.
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C. Any other exceptions must be approved by the Foundation’s
President.
Endowment Fee
a. An administrative fee is applied to the endowment market

value at the end of each calendar quarter. For fiscal year
2007-2008 the endowment administrative fee is 1.5% based
on the 6/30/08 endowment market value. This amount is
determined annually and is applied quarterly.

B. Transfers Between Accounts

1. No monies can be transferred from one Foundation account to
another without specific written approval and justification by the
account administrator(s) in a “Transfer Funds” memorandum.
Transfers must be in accordance with the purposes of the
accounts.

C. Advance Spending Policy

1. Foundation policy generally does not allow deficit spending from
Foundation accounts. Account administrators can expend and/or
encumber only those monies currently on deposit in their accounts.

D. Inactive Account

1. If an account has been inactive for two years, the account may be
closed with the account administrator’s approval.

2. Depending on the circumstances and the amount of the remaining
balance, the funds may be transferred to an account with a similar
purpose or to an unrestricted account within the unit or to the
Trustee Leadership Fund.

3. The Foundation will determine if donor approval is required.

Revenues
A. Definitions
1. Contributions: A contribution is a nonreciprocal transfer in that there

is no implicit or explicit statement of exchange, purchase of
services, or provision of exclusive information. If the donor
receives benefits in return for the contribution, the amount of the gift
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recorded and reported is reduced by the fair market value of all
benefits given according to IRS regulations.

a. Acceptable Contributions

i Contributions for a University of Hawai‘i program or
activity are processed through the Foundation.

i Contributions earmarked for a specific purpose must
be deposited to an account with the same purpose.

il Please see the Foundation’s “Gift Acceptance
Policy” for the types of contributions the Foundation
accepts.

€) Gift of securities — See also “Procedures for
Accepting Gifts of Securities”

(b)  Gift-in-kind — See also “Gift-in-kind
Procedures”

2. Quid Pro Quo: The IRS defines quid pro quo as, “a payment made
partly as a contribution and partly in consideration for goods or
services provided to the payer by the donee organization.” The
value of the benefits or “premiums” the donor receives is a key
factor in determining the amount of the actual gift.

3. 80/20 Rule: For athletic events, if a donation is required prior to
granting the ability to purchase sporting event tickets, only 80% of
the donation is deductible to the donor for federal income tax
purposes. The donation portion, to which the 80% applies, does
not include the cost of the tickets.

4, Safe Harbor Index: This IRS index helps determine whether
benefits to donors are of insubstantial value in comparison to their
donation. Generally in order to be insubstantial, the value of the
premium or benefit must be the lower of 2% of the value of the
contribution or $91 (2008 limit). These values are adjusted
annually for inflation. When benefits are deemed insubstantial, the
entire amount is considered a donation.
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B. Revenue Forms
1. “Deductibility Worksheet for Fundraisers Form: Special

Events, Solicitations, and Membership Drives”

a. When is this form needed?

This Worksheet separates the payments for special
events, solicitation and memberships drives between
the contribution portion and the non-contribution
portion. This form is not needed if 100 % of the
payment is a contribution.

This Worksheet should be submitted prior to the
printing of solicitation material or to publicizing the
event. For annual events and membership drives, a
new worksheet will be required each year prior to the
start of the event.

b. Why does the Foundation need this form?

The information contained in this Worksheet will
assist the Foundation in complying with the IRS rules
requiring that donors be informed of the amount of
their “contribution” that may be deductible as a
charitable gift. It also helps the Foundation comply
with the additional IRS requirement that the fair
market value of the benefits the donor received be
stated on the gift receipts which are produced by the
Foundation.

C. Additional Information

Fundraising event fees may be subject to Hawai'i
State general excise tax.

2. “Transmittal of Contribution Form”

a. When is this form needed?

This form is needed when submitting contributions for
the benefit of a university program or activity. This
includes contributions that have a quid pro quo
element to the payment.

b. Why does the Foundation need this form?
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This form is a key document which provides the
Foundation with information necessary to receipt the
donor, apply proper donor recognition credit, and
allocate the income correctly into a Foundation
account.

Additional Information

Gambling is considered illegal in the State of Hawaifi.
A person engages in gambling, “if he stakes or risks
something of value upon the outcome of a contest of
chance or a future contingent event not under his
control or influence, upon an agreement or
understanding that he or someone else will receive
something of value in the event of a certain outcome.”

Raffles at events are considered gambling, and
therefore illegal, if you must purchase tickets to
participate. This is because raffles have some item of
value wagered (consideration), it is random chance
which numbers are called, and if your number is
called you receive something of value (reward).

Games where tickets are given out to everyone
without individuals having to pay, and the organizer
receives no type of consideration, are considered
legal.

3. “Transmittal of Other Income Form?”

a.

b.

C.

When is this form needed?

This form is needed when submitting funds that are
not contributions such as reimbursements/refunds,
royalties or proceeds from sale of materials.

Why is this form needed?

This form is a key document which provides the
Foundation with information necessary to allocate the
income correctly into a Foundation account.

Additional Information
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Other income eligible for deposit must benefit a
University of Hawai‘i program or activity.

The following funds are considered other income
acceptable for deposit into a Foundation account.

(@)

(b)

(c)

(d)

(e)

(f)

Certain types of fundraising sale events such
as craft fairs, t-shirt, cookbook, and huli huli
chicken whose proceeds benefit the university.

Membership dues to alumni associations.

Sale of educational materials produced and/or
purchased with Foundation funds.

Reimbursements/refunds for items paid with
Foundation funds.

Royalty payments generated by Foundation-
owned property.

Income generated from special events that use
university facilities and resources are not
eligible for deposit in the Foundation unless:

0] The university is reimbursed for the use
of its resources; or

(i) Manoa: A completed copy of the
Application and Agreement for Evening
and Holiday Use of University Facilities
Is submitted to the Foundation; or

(i)  Other Campuses: Chancellor provides
written authorization is submitted to the
Foundation in accordance with
university policies.

The following funds are considered other income
generally not acceptable for deposit into a Foundation
account.

(@)

Funds of a personal nature or an outside
business activity not specifically generate for
the benefit of the university.
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Proceeds from the sale of university owned
property.

Registration fees for university credit and non-
credit courses, workshops, conferences.

Reimbursements/refunds for items paid with
university funds.

Revenues generated from a university event
unless it meets the criteria of VII B 3 c (ii) (f).

Royalty payments generated by university
owned property.

Contracts and grants in exchange for specified
benefits to the resource provider, i.e., funds
that are an exchange transaction are not
considered philanthropic.

Grants from federal, state, and local
government agencies.

Any funds of a personal nature or an outside
business activity not specifically generated for
the benefit of the university.
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a. When is this form needed?

b.

C.

This transmittal form should be submitted when
depositing monies raised from auction sales. The
transmittal should indicate the donor who had the
winning bid for each auction item as well as the fair
market value of each item auctioned.

Why does the Foundation need this form?

The Foundation requires this transmittal in order to
properly recognize donors who have purchased an
auction item. If the total payment amount was $75 or
more, the Foundation will record and acknowledge it
as a gift from the purchaser.

Additional Information

The IRS requires donors show all or part of a
payment is a charitable contribution. A donor’s
payment that has a quid pro quo element, even
though charitable, will not be tax deductible unless:

(@) the donor intends to pay an amount that
exceeds the fair market value of the goods or
services; and

(b)  the donor pays the amount.

In order for the donor at an auction event to be aware
his/her bid exceeds the fair market value, the fair
market value must be displayed at the event (i.e. next
to the item or in a catalog.)

5. “Transmittal of Donated Items”

a.

When is this form needed?

This transmittal form should be submitted for donated
gifts towards an auction event with a fair market value
of $250 or more. This transmittal should be
completed upon receipt of all donated items.

Why does the Foundation need this form?
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[ The Foundation requires this transmittal in order to
properly recognize donors who have provided goods
and services. Gift acknowledgements for donated
items will only describe what was given and never
include the estimated cash value or the appraised
value of the gift.

6. “Prize Acknowledgement Form”
a. When is this form needed?

[ An individual who wins a prize, with a fair market
value of $600 or more, whether purchased with funds
held in the Foundation or donated to the event, will be
required to sign this form. This should be done as
soon as the event is completed.

b. Why does the Foundation need this form?

[ The completed form is used to provide the Foundation
with information required for the issuance of IRS Form
“1099-Miscellaneous income” at calendar year-end.

7. “Transmittal of Non Cash Gift Form”
a. When is this form needed?

[ This form is needed when the University
School/College/Unit accepts a tangible gift-in-kind of
more than $250.

b. Why does the Foundation need this form?

[ The Foundation needs this form is to ensure the
Foundation appropriately recognizes the donor’s gift.
If it is $1,000 or more it is used to record the gift-in-
kind onto UH’s inventory.

VIIl.  Expenditures
A. General Expenditure Policies

1. It is important to remember that funding for Foundation accounts
comes from donors. Itis the goal of the Foundation to be
completely transparent to donors regarding the use of funds.
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2.

Use of funds must be reasonable and appropriate, not lavish or
extravagant in order to meet the intent and spirit in which
contributions are made.

Use of donor funds must be scrutinized carefully. Would the
donors find the use acceptable? Would the donors have made the
contribution if they knew in advance for what and how much would
be spent? If all expenditures were made public, will the benefit to
the university be evident?

Of particular concern are enrichment, advancement, and
discretionary accounts. These types of accounts are established
with broad statements of purpose which allow for a variety of
expenditures in support of the particular unit/program/project. The
broad intent is helpful to ensure the maximum benefit to the unit,
but it requires a higher level of responsibility to insure funds are
prudently used to advance the work of the department and NOT for
the personal benefit of individuals.

The university unit has the primary responsibility for ensuring
expenditures are made in accordance with the donor’s intent.

The Foundation, as a tax exempt organization, will determine in its
sole discretion whether to reimburse, not pay, or to reduce payment
requests for expenses which appear unreasonable, unjustified,
lavish or extravagant or inconsistent with donor’s intent.

The Foundation can make payments to university employees for
reimbursement of expenses. The Foundation cannot make
payments directly to a University employee for any item that is
construed to be wages for IRS purposes. In these cases, the
university must make the payment to the employee and then
Foundation funds can be used to reimburse the university.

B. Requests for Payment

1.

Complete and submit the UHF “Check Request Form”. Include
the following which are discussed in more detail below.

a. Business purpose.
b. Documentation of expenditures.

C. Authorized approvals.
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Documentation of quotes. Purchases over specific amounts
require documentation of verbal or written quotes.

Other documentation. Different types of expenditures
require additional documentation. A summary (see Section
H) is provided for these types of expenditures, the forms
required, the reason for the additional requirements, and the
policy section for further information.

2. Purchase Orders

a.

In some situations the account administrator may choose to
use a purchase order or a vendor may require a purchase
order before providing goods or services.

Complete and submit a UHF “Requisition for Purchase
Order” with authorized signatures. Include the following
which are discussed in more detail below.

[ Business purpose
i Authorized approvals

il Documentation of quotes. Purchases over specific
amounts require documentation of verbal or written
quotes.

Purchase orders are generally issued one day after the
requisition is received, provided all documentation is in
order.

A copy of the purchase order will be returned to the account
administrator for use as a receiving report.

Once goods or services have been received, the account
administrator must sign and acknowledge receipt of goods
on the purchase order and resubmit paperwork to the
Foundation’s fiscal office.

If the actual amount of the invoice is the greater of 5% or
$100 more than the purchase order amount, the account
administrator's approval will be required before payment can
be made except for reasonable changes or modifications to
taxes, shipping charges or insurance.

C. Business Purpose
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1. All requests for payment must have thorough written justification
that clearly identifies the business purpose in such a manner that
the benefit to the university is evident.

2. The importance of properly documenting the business purpose of
the expenditure as proof of its propriety and reasonableness cannot
be overstated. The business purpose must be documented in
writing with as much specific information as necessary so the
benefit to the university is clearly understood.

D. Documentation of Expenditures

1. Documentation must include the date and amount of the
expenditure.

2. Meals/entertainment. Provide the names of individuals, titles (use a
description such as “donor” or “prospect” if appropriate), and
business affiliation.

a. It will not be necessary to provide the names of attendees at
a, meeting/reception if only refreshments are served.
However, please submit the notice of the meeting, invitation,
or agenda with the request for disbursement.

3. Original invoices or itemized receipts are required for all amounts of
$25 or more. Copies may be submitted only for partial payments.
Acceptable receipts include:

a. Vendor-provided receipts including airfare/rail receipts, hotel
folios and car rental receipts.

b. Cancelled checks (if copies, include back and front).
C. Credit card receipts if detail of purchases are listed.
d. For meals, include the receipt as normally supplied by the

restaurant with the credit card receipt. (To clarify, this would
be the receipt the restaurant would provide if the meal was
paid for in cash.)

4, Electronic Receipts

a. Supporting documentation for on-line booking or purchases
over the internet needs to include evidence that the
transaction was concluded . Detailed below are the
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minimum requirements for an electronic receipt to be
acceptable as proof of purchase.

Airline e-tickets

Hotel

iv

Passenger name.

Issue date and ticket number. A ticket number on the
receipt indicates that a ticket has been purchased.

Itinerary or routing.

Total payment amount and payment type.

Name and address of hotel.

Guest name(s), number of guest(s) and number of
rooms.

Check in and out dates, number of nights and price
per night.

Date paid, total amount paid and payment type.

Conference registration fees

Name of registrant.
Name and dates of conference.

Date paid, total amount paid and payment type.

Other Miscellaneous Purchases

Name and address of vendor.

Date purchased.

Itemization of items purchased.

Total amount paid and payment type.

Document needs to include evidence that the
transaction was completed.
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5. Missing invoices/receipts; Credit Card Slips Without Detail

a.

Approvals

The Foundation stresses the importance of retaining receipts
for an accurate accounting of expenses, but understands
there are rare instances where original receipts cannot be
obtained or are lost.

A “Missing Receipt Affidavit” must be signed by the
claimant with a complete explanation of the expense and the
reason for the missing receipt. Some other form of
documentation may be required for certain types of
purchases.

For missing airline receipts, the affidavit must be
accompanied by a copy of the itinerary and one of the
following:

@) Credit card receipt or credit card billing
statement.

(b) Cancelled check or other record of payment.

The use of missing receipt affidavits, rather than original
receipts, may cause the processing of reimbursement
requests to be delayed or denied depending on the situation.
If a high frequency of missing receipts develops, the
Foundation reserves the right to halt payment of future
expenditure reimbursements until the issue causing such a
situation is resolved.

1. Requests for disbursement or transfer of funds over $250 require
the signature of two account administrators. A second authorized
signer must countersign payments to an account administrator,
regardless of the amount.

2. In addition, payments made directly to an account administrator
over $250 must be approved by either a fiscal officer or a
department chair or higher even if they are not an account
administrator.

Documentation of Quotes for Goods or Services $4,000 or More

1. Payment for goods or services in the amount of $4,000 to $15,000
requires at least three verbal quotations or sole source justification.
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Document the verbal quotes and submit a written quotation for the
vendor selected when submitting a requisition for a purchase order
or a request for payment.

2. Purchase of goods or services $15,000 or more require three
written quotations or sole source justification, which must be
submitted together with the requisition for a purchase order or the
request for payment. You can document verbal quotations and
sole source on the “Record of Sole Source and Verbal
Quotations”.

3. For special events, the rationale for using a preferred location may
be provided in lieu of a quote.

4, If the lowest quotation is not selected, the justification for the
selection should be stated.

G. Reimbursement Timing

1. Requests for checks that are received by Friday will be processed
by the following Friday, provided the business purpose,
documentation, and approvals are in order.

H. Other Documentation Summary
Type of Form/ Additional | Purpose Policy Section
Expenditure Documentation
Required
Expenditures for “Record of Sole To make sure funds | V|| F
goods or services Source and Verbal are being spent
over $4,000. Quotations” Form prudently.
Meal Expenses Name, Title, Additional VI8
Affiliation of Person documentation of
business purpose
Notice of meeting,
invitation or agenda
Purchases of “Transmittal Form To record propertyin | VI | 7
furniture and for Non-cash Gifts” university inventory
equipment over records.
certain dollar levels
Renovations or Written approval Coordination VI 3
repairs to a from the UH
university facility Facilities
Management Office
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Prizes - $600 or “Prize IRS reporting VIl 11
greater Acknowledgement
Form”
Out-of-state travel “University of Supporting VIl | 14
Hawai‘i Travel documentation
Request Form”
Payment of services | “Verification for IRS reporting VIl 112, 15
to a contractor or Payment of Services
individual to an Individual”
Payment of services | “Verification for IRS reporting VIl 112, 15
to a university Payment of Services
employee to an Individual”
Please note payee
will be the University
of Hawaii
Travel “Certification of IRS reporting VIIJ5

reimbursement for
Non Resident Aliens

Academic Activity for
Travel
Reimbursement to a
Nonresident Alien”

Copy of current
passport and 1-94
Arrival/Departure
Form

Copy of IAP-66
Certificate of
Eligibility for
Exchange Visitor (J-
1) Status

Types of Expenditures

The Foundation does not make outright contributions.

Political contributions--Foundation policy prohibits the
expenditure of Foundation funds to support a political
campaign, a candidate for public office or a political party.
This includes fundraisers or dinners sponsored by a

committee whose proceeds go to the benefit of a politician or

1. Contributions
a.
b.
political party.
C.

Fundraising events/tables--Purchases into a fundraising
event must be considered carefully. They must have a
business-related purpose and meet the following

requirements:
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i A direct connection to the university must be shown.

i Examples of a direct connection to the university
include, someone from the university is being
honored, the purpose of the event is closely related to
the university unit, and/or its mission or the event is
related to the university’s strategic plan.

il The least expensive table should be purchased.

\Y Events where the primary purpose is to “enhance the
university’s presence in the community” will not be
approved.

2. Employee recognition and appreciation activities

a.

Recognition and retirement parties may be paid with
Foundation funds when the President, Senior Vice
Presidents, Chancellors, or Dean sponsor such an event.

Service awards and retirement events--length of service
must be at least five years. Generally such awards can be
viewed as achievement awards for length of service and
therefore are excludable from taxable income to the
employee and may be paid directly by the Foundation.

The Foundation cannot make payments directly to a
university employee for awards and prizes for outstanding
performance or achievement. The Foundation discourages
cash awards and gift cards/certificates for any amounts
because the IRS considers them to be taxable income to the
recipient. Therefore, if the recipient is a university employee,
the cash payment must be made by the university. The
university unit may request reimbursement from an
appropriate Foundation account. If it is a gift certificate, then
it is considered taxable to university employees.
Expenditures of this nature will be reportable to university
payroll.

The department requesting the reimbursement from the
Foundation should send an email to Mike Wong (
mpwong@hawaii.edu ) in the University’s payroll office with
the following information:

[ a list of employees,
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Ii each employee’s Social Security number,
il each employee’s department,

v amount and

% short description of the item.

The department needs to notify the employees that it will be
included in their W-2.

Awards of tangible items of $25 or less (except cash and gift
cards/certificates) are considered de minimus and may be
paid directly from a Foundation account.

3. Facilities renovation

a.

Before payment can be made by the Foundation for
renovations, repairs, or additions to university facilities such
as those listed below, written approval from the university
Facilities Management Office will be required.

Please contact your unit fiscal officer for university
procedures for obtaining the appropriate approval for the
following:

[ Renovations that involve electrical, plumbing or
structural alteration work to a university building, room
or other facility.

i Purchase and installation of certain types of fixtures to
a university facility, e.g. carpets, window blinds, signs,
air conditioning units.

4. Fines and late fees

a.

Violations that result in fines (parking, traffic or others) or late
fees are the personal responsibility of the individual. These
expenses will not be paid.

5. Flowers

a.

Flowers may be purchased for business-related activities
including the following:
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i University organized public relations and fundraising
activities.

Ii Student orientation, student/parent receptions, and
departmental graduations or awards ceremonies.

il Funeral or illness of an employee, donor, or volunteer
of the university.

The dollar limitation for this type of expenditure is $150.
Amounts in excess of this limit will be deemed a personal
expense and will not be paid.

Contributions (“In lieu of flowers”)--The Foundation allows
expenditure of funds for flowers sent to a funeral of an
employee, a donor or a volunteer of the university. When
the family requests that a donation be made to the
deceased’s or family’s charity of choice “in lieu of flowers,”
an exception to the charitable contribution policy may be
made. The gift must be made on behalf of the university and
not any one individual or individuals.

6. Fundraising activities

a.

Development expenses incurred in the course of organizing
and conducting activities for the purpose of raising funds or
creating “good will” for the university may be paid. Expenses
may include meals, refreshments, entertainment and travel.
(See the specific sections for travel and meals.)

See section VIIL.A. 4. for the requirements when a donor
receives something of value in exchange for a contribution.

7. Fundraising events/tables--Purchases into a fundraising event must
be considered carefully. They must have a business-related
purpose and meet the following requirements:

a.

b.

A direct connection to the university must be shown.

Examples of a direct connection to the university include,
someone from the university is being honored, the purpose
of the event is closely related to the university unit, and/or its
mission or the event is related to the university’s strategic
plan.

The least expensive table should be purchased.
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d. Events where the primary purpose is to “enhance the
university’s presence in the community” will not be approved.

8. Furniture/equipment

a. All materials, supplies and equipment purchased with
Foundation funds are the property of the university.

b. Certain types of equipment purchases must be reported to
the university Property & Fund Management Office for
inventory purposes. The “Transmittal Form for Non-Cash
Gifts” is also used for this purpose and must be submitted
together with the request for payment or requisition for a
purchase order for the following items:

[ Equipment purchases having a useful life of more
than one year and an acquisition cost of over $5,000
per unit.

Ii Theft-sensitive personal property with a useful life of
more than one year and an acquisition cost of at least
$1,000, but less than $5,000 per unit. Theft sensitive
property shall include (a) fax machines, (b)
microscopes and balances, (c) television sets,
audiovisual recorders/players, cameras, (d)
computers, printers, monitors, scanners, (e) works of
art, and (f) other items determined by the program to
be theft-sensitive or have a high-loss history.

9. Meals and Receptions
a. Business Meeting or Meals

Meal expenses must be reasonable in amount, appropriate
under the relevant circumstances reasonably necessary to
the expedient conduct of university business and compatible
with the Foundation’s status as a publicly supported entity.

b. Meal expenses (breakfast, lunch and dinner) must include
the name, title, and affiliation of the person(s) attending as
well as the business purpose of the expenditure.

C. For meetings/receptions where refreshments are served, it
will not be necessary to provide the names of attendees.
Please include the notice of the meeting, invitation, or
agenda.
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Employee Spouse Meals

[ Reimbursement for spouse meals is only allowed
where attendance of the spouse is necessary to the
business purpose of the activity.

Ii If the spouse’s attendance is not business-related, a
pro- rata share of the total expense should be
excluded from the expenditure payment request.

Membership and dues

a.

Dues and fees for institutional memberships may be paid
from Foundation funds.

Dues for individual memberships in a professional
association may be paid from Foundation funds.

Dues and membership fees for individual membership in
civic service or private clubs may be paid from Foundation
funds where such memberships are deemed necessary for
business purposes and with approval from a Chancellor or
higher. However, where any portion of those facilities is
used for personal activities, a pro-rata share of the dues or
membership fees will be reported as income to the employee
in compliance with IRS requirements.

Certification fees or fees for licenses to practice a profession
related to the university may be paid.

Membership in airline clubs, e.g., United Airlines Red Carpet
Club will not be paid.

Moving/relocation expenses

a.

All moving expenses paid to or on behalf of an employee
must be reported on the individual’'s W-2. Therefore, these
types of payments must be made by the university. If the
funds to cover these expenses are held in a Foundation
account, a request for payment form to reimburse the
appropriate university account may be submitted together
with an invoice from the university to the Foundation or some
other proof of payment, e.g. copies of invoices/receipts paid
by the university.
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12. ORS Agreements

a. A University of Hawaii unit/department wishes to pay salary
and fringe supplements, large equipment, etc from a
Foundation Account. These types of expenses may require
an ORS Agreement.

b. The Principal Investigator (“P1”)/Account Administrator will
make a copy of the “Request for ORS Agreement.” The
memo should have two Account Administrators sign if the
amount is $250 or above. The following information should
also be included:

[ Project Title:
i UH Department:
il Major Organization:

\Y Type:
% Location:
Vi Project Amount:
vii Project Period:
viii Source of Funds (Project Number):
IX Purpose:
X Email of PI/Account Administrator:
C. Upon receipt, the Foundation Fiscal Office will check for the
following:

[ it is a valid expense

i proper authorization ($250+ requires 2 signatures of
Account Administrators and/or follow the signing
criteria of each account)

il availability of funds.

d. Upon receipt, the Foundation Fiscal Office will send an email
to the PI/Account Administrator of the applicable indirect cost
(IDC) rate and indicate if the rate is a sponsor limited cap.

e. The PI/Account Administrator will submit a copy of the
proposal package and route the following for signature in
accordance with the standard ORS process:

[ Copy of the proposal with a budget

i Completed ORS Form 5

i Copy of the UHF “Request for ORS Agreement”
\Y IDC email from UHF to PI/Account Administrator
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v The signature of the Dean/Director on the Form 5 will
indicate approval of any sponsor limited cap.

The PI/Account Administrator will submit to ORS the
following proposal package:
[ Fully signed ORS Form 5

i Proposal

il Budget

v Copy of the UHF “Request for ORS Agreement”
% IDC email to ORS from UHF to PI/Account

Administrator

ORS will keep the original Form 5, make a copy of the
proposal package, then send the proposal with a signed
form 5 to UHF.

The Foundation Fiscal Office will generate a Memorandum
of Agreement (MOA) between the Foundation and ORS. If
the indirect costs for the project will be reduced or waived,
the contract/agreement will specify the IDC rate, and include
language stating that the UHF IDC rate is a result of the
sponsor limited cap.

The MOA will be routed to the Foundation’s Controller for
signature. The Foundation will then send the original and
one copy of MOA to Yaa-Yin Fong, Director, ORS, Sakamaki
D200.

[ One copy will be sent to the originating department.

i One copy will be placed in the Foundation Fiscal
Office’s pending files to ensure that it gets executed
by ORS.

ORS will match the MOA to the approved Form 5 and
commence with normal ORS procedures regarding approval
of the Form 5, and contract negotiation and execution.

ORS will retain the executed original MOA and return the
signed copy of the MOA to UHF.
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When ORS returns the executed copy to the Foundation
Fiscal Office, the contract amount will be encumbered to the
appropriate project number in IFAS.

ORS will invoice the Foundation for any expenses it has paid
in relation to the ORS Agreement.

UHF will send the invoice to the Account Administrator for
verification.

Upon account administrator approval, the Foundation will
pay for the expense.

Extensions to the Project Period and Additional Funds to
Agreement requests should be submitted via a new
‘Request for Supplemental ORS Agreement”.

Merchandise or services with a fair market value of $600 or
more purchased with Foundation funds (or donated) that are
given away as a prize at a fundraising event (e.g., door prize
at a banquet or prize won at a golf tournament, etc.) are
considered taxable income to the winner.

The recipient must complete a “Prize Acknowledgement
Form” to provide the Foundation with information required
for the issuance of IRS Form “1099-Miscellaneous income”
at calendar year-end.

14.  Salary supplements

a.

The Foundation cannot make direct payments to a university
employee that may be considered income for IRS purposes.
These types of payment must be made by the university.
Please submit the “Verification for Payment of Services to
an Individual” form, in order for the Foundation to transfer
the funds to the appropriate university account.

If the funds must be transferred before the employee can be
paid, the Foundation may elect to advance one calendar
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guarter at a time and may request an accounting of the
funds advanced.

15.  Subscriptions

a.

16. Travel

a.

Subscriptions should be limited to professional journals and
periodicals required as working tools by academic
departments or administrative office. Payment requests for
subscriptions must be accompanied by the renewal notice or
order form showing the price of the subscription. A copy of
such documentation is acceptable in cases where the
department wishes to send the check with the original form.

It is the policy of the Foundation to pay for necessary and
reasonable travel expenses incurred for official university
business. In cases where individuals combine university
travel with personal travel, the Foundation will reimburse
only the portion attributable to university business. This
applies to both the per diem and actual expenditure
reimbursement methods.

Include an approved university “Employee Travel Form”
(FMIS-4) with each request submitted for out-of-state travel
expenses.

A traveler may select either a per diem or direct
reimbursement payment. The traveler will not be able to
receive a combination of both. The only exception would be
for excess lodging for moderate/budget accommodations.

Direct actual reimbursement
i Hotel

@) Generally, lodging should not exceed the
federal maximum allowable rate for the
particular location.

(b) Excess lodging will require justification.

(c) If the hotel where the conference is held, the
conference rate offered by the hotel will be
deemed reasonable.
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(d) Charges to the hotel bill, other than room
expense and taxes, must be itemized and
explained separately.

(e) Only the traveler’'s room charge for single
occupancy is reimbursable.

Meals

(@) Reasonable expenses incurred for meals while
traveling on business will be reimbursed.

Travelers requesting direct reimbursement will not be
given a travel advance. The traveler must submit
appropriate documentation for all reimbursable
expenses. Other reimbursable expenses include, but
are not limited to, parking, taxi fares, mileage, and
conference fees.

Non-reimbursable expenses include, but are not
limited to personal items, mini-bar purchases and in-
room movies.

e. Per diem

A per diem allowance is authorized to cover the
lodging, meals and incidental expenses of a traveler.
Federal law establishes the maximum per diem rates
by location. (Go to IRS website to download
Publication 1542.)
http://lwww.irs.ustreas.gov/basic/forms_pubs/pubs

Travelers may receive an advance per diem not more
than two weeks before the date of travel. If the
traveler selects a per diem allowance, the traveler will
not receive reimbursement for excess meal costs.

The per diem will be prorated for partial travel days as
follows:

If Time of Departure | Per Diem Allowed Per Diem Allowed
or Return is: on Day of Departure | on Day of Return

12:01 a.m.—-6:00 a.m. | 1 day Y, day
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6:01 a.m. —noon ¥ day % day
12:01 a.m. —6:00 p.m. | Y2 day Y. day
6:01 p.m. — midnight Y. day 1 day
v A traveler’s per diem shall not be reduced on the

vi

Vi

basis of meals included in conference programs. But,
if the conference meal is an option (at added cost to
the registration fee), the meal subsistence will be
reduced based on the rates below. In situations where
living quarters are made available to the traveler
without charge, a meal subsistence allowance will be
given in lieu of per diem.

Business meals with others while traveling will be
reduced by traveler’s per diem for that day. This
applies to all university employees in attendance.

When traveling with other university employees, a
traveler will be required to certify that he/she notified
others to reduce their per diem if the traveler pays for
a group meal.

Subsistence allowances are based on the maximum
federal per diem meal rates per locality and are
established as follows:

Br

eakfast 20% of per diem meal rate (rounded to
nearest $)

Lunch 30% of per diem meal rate (rounded to

nearest $)

Di

nner 50% of per diem meal rate (rounded to
nearest $)

viii

Airfare

In situations where travel packages include air, room
and meals (e.g., Las Vegas tours), per diem will not
be allowed.

For same day inter-island business travel, the traveler
may claim $20 per diem per day for meals.
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i All business-related travel should be done at the
lowest available advance purchase coach fare directly
to and from the destination.

i The Foundation will not pay for first class or business
class airfares or airfare upgrades.

il Additional costs resulting from upgrades to business
or first class, personal side trips or stopovers must be
paid by the traveler in advance.

v Frequent flier benefits may be retained by the
traveler, but must not be the basis for selecting
airlines.

Automobile

[ Automobile rental is limited to compact or economy
vehicles for individuals, or midsize vehicles for three
or more employees traveling together.

Mileage

[ Mileage is reimbursed at the standard mileage rated
determined periodically by the IRS.

i The 2008 rate is $.505 per mile.
Personal expenses

[ Expenses incurred for traveler’s personal benefit, e.g.,
magazines, movie rentals, spa and other
entertainment are not reimbursable. Dry cleaning and
laundry expenses may be reimbursed after five
consecutive days of business travel.

Companion

[ When a traveler is accompanied on a university
business trip by a non-business companion (spouse,
family member, etc.), the latter’s travel expenses are
considered personal in nature and will not be paid.

Visiting lecturers/speakers, guests of the university
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Foundation funds may be used to bring official guests
of the university to campus. Costs of transportation,
lodging, meals and necessary miscellaneous
expenses are included.

The same rules for travelers on university business
apply to travel expenses paid by the Foundation for
visiting lecturers/speakers and guests of the
university.

Expenses of spouses of official guests to the
university may be reimbursed; however, unless the
spouse’s attendance is mandatory and necessary to
the university (this would need to be demonstrated),
the expenses will be considered payment for services
rendered to the guest and an IRS “Form 1099
Miscellaneous Income” form will be issued at calendar
year-end.

The visiting lecturer/speaker, guest’s social security
number must be obtained.

17. Services rendered

a. Employees

The first step in processing payment for services
rendered is determining whether the individual is a
current employee of the university or if the individual
meets the IRS criteria to be considered an employee
of the university. See university “Administrative
Procedures #A8.230” for guidance.

Any individual who will be working for a unit and does
not qualify as an independent contractor should be
added to the university's payroll system before the
work begins.

The Foundation cannot make payments directly to a
university employee for any item that is construed to
be wages for IRS purposes. In these cases, the
university must make the payment to the employee
and then Foundation funds can be used to reimburse
the university. The following types of payment to a
university employee may be construed to be wages:
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(@) Services rendered or honoraria.

(b) Expense allowance where no substantiation or
accounting of expenses is required prior to
payment.

(c) Awards and prizes for outstanding
performance or achievement.

(d)  Fellowship grants.

(e) Certain relocation expenses (See below
Relocation Expenses).

When the Foundation reimburses the university for
employee wages paid, the calculation may also
include fringe benefits for the employee (e.g.
employer portion of FICA, FUTA, SUTA, workers
compensation, TDI, etc.) The Verification for
Payment of Services to an Individual can be used to
process the reimbursement to the university for
employee wages.

If the funds must be on deposit in a university account
before the individual can be paid, the Foundation may
elect to advance one calendar quarter at a time and
may request an accounting of the funds advanced.

b. Independent contactor

Submit the “Verification for Payment of Services to
an Individual” form to process payment to an
individual who has performed services as an
independent contractor.

If the independent contractor is a nonresident alien,
please process the payment through a university
account.

Attach an original invoice from the independent
contractor.

For a token honorarium, an invoice will not be
required. Instead, a copy of the letter of invitation
should be attached.
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18. Student aid

a. Please see “University of Hawai‘i Foundation Student Aid
Expenditure Process” for details on requests for payments
in regards to student aid.

J. Nonresident Aliens

1. Resident aliens are treated the same as U.S. citizens for income
tax purposes.

2. Payments to nonresident aliens (foreign individuals) may be subject
to withholding of federal tax.
3. Please see “University of Hawai‘i Foundation Scholarship

Expenditure Process” for details on payments made to student
nonresident aliens.

4. Awards/Prizes

a. All payments for awards/prizes to nonresident aliens are
subject to 30% withholding, excluding awards for work done
outside the United States.

b. Tax treaty exemptions are not applicable.

C. Each recipient of an award/prize must have a social security
number or an ITIN.

d. The Foundation will issue an IRS Form 1042-S at the end of
the calendar year to all nonresident aliens who have
received an award/prize.

e. Documents required for processing an award/prize to a
nonresident alien:
[ UHF “Check Request”
i IRS “Form W-8BEN Certificate of Foreign Status”.
i Social security number or ITIN-Individual taxpayer
identification number required.

5. Travel reimbursements
a. Travel reimbursements to nonresident aliens engaging in

academic activity will be made for travel expenses, e.g.
airfare, hotel, ground transportation, meal and any other
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business-related expenses, under the following
circumstances:
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B-1 or WB visa holders (business visas), when paying
travel only. If honorarium is paid through a different
source, then the rules for B-2 or WT visa holders
prevail.

B-2 or WT visa holders (tourist visas), only if the
activity does not exceed nine (9) days and the
individual has not accepted incidental expenses from
more than five institutions of higher education, a
nonprofit or a government research organization in
the past six months.

Documents required for processing payment:
@) UHF “Check Request”

(b) “Certification of Academic Activity for
Travel Reimbursement to a Nonresident
Alien”

(c) Copy of current passport and 1-94
Arrival/Departure Form. (The 1-94 is returned
to immigration when the traveler leaves the
country, so be sure a copy of the 1-94 is made
while the traveler is here).

(d) Travel itinerary and original receipts for airfare.

b. J-1 visa holders (non-students) coming to teach at the
University may be reimbursed for airfare only. Documents
required for processing payment:

UHF “Check Request”

Copy of current passport and 1-94 Arrival/Departure
Form (The 1-94 is returned to immigration when the
traveler leaves the country, so be sure a copy of the I-
94 is made while the traveler is here).

Letter of invitation from the University.

Copy of DS 2019 Certificate of Eligibility for Exchange
Visitor (J-1) Status.
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IX. Exceptions
A. Responsibility for authorizing exceptions to this policy rests with the

Foundation’s Chief Financial Officer.

Appendix A

Last Modified:

3/19/2008: Added Fundraising Tables/Events from VIII. I. 1. Contributions to VIII. I. as a
separate type of expenditure. Deleted AFP language from VIII. J. 5. b. and readjusted
Certificate of Eligibility for Exchange form number.

9/15/2008: Clarified the Foundation’s Indirect Cost policy under VI. A. 3. Revised
contribution language under VIII. I. 1. Revised quasi endowment process Il. D. 3.
Added ORS Agreement Process under VIII. 1. 12.

9/30/2008: Clarified reporting process for cash awards and gift cards/certificates to
University payroll VIII. H. 2. Updated endowment fee language VI. A. 4. Change flower
expenditure limit VIII. 1. 5. b.

7/13/2010: Updated ORS process in VIII. |. 12



