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[bookmark: _GoBack]APPLICABILITY:  This policy applies to all UNC Medical Center internal contracts between and among the University at North Carolina at Chapel Hill for its UNC School of Medicine and UNC Hospitals or UNC Health Care System.
Purpose:
The purpose of this policy is to set forth the rules governing contractual arrangements that are internal to UNC Medical Center (UNCMC).  This policy is intended to be a reference for all parties as it relates to processing and accounting for internal contracts between the UNCMC parties defined above.  Any remaining questions related to accounting for contracts should be directed to the Contracts Accountant at unchcsContractAccoun@unchealth.unc.edu initially and then to the UNC Health Manager as needed.  All non-accounting related questions should be directed to the Contracts Coordinator as further set forth in the Instructions that are attached to this policy.
Policy Overview:
A written and approved document is required whenever work is to be performed or goods provided by one of the UNCMC entities for the other.  A completed and fully approved Contract Coversheet is required to be in place, at a minimum, prior to providing ANY goods or services.  The Legal Department will use this document to create or update the formal contract.  Further, the financial impact of any agreement is not to be recognized by either UNCMC party to the agreement without a fully executed Contract Coversheet.  
The Contract Coversheet is attached to this policy.  
Note that the department requesting the contract for goods or services is responsible for completing the Contract Coversheet and providing the completed Contract Coversheet to the Legal Department via the procedure set forth in the attached Instructions.  The Legal Department will obtain all required approvals via electronic signature.  All new contracts, renewals and contract amendments are maintained by the Contract Coordinator on the contract log. 
The contract log is used to track the existence and status of UNCMC internal contracts.  It is also used by UNC Health System Accounting to record the journal entries related to the agreement so that the financial impact is reported accurately.
The remainder of this document defines the terms used and specifies the policy, procedures and forms needed to manage internal contracts of UNCMC successfully.
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I. DEFINITIONS
Contract Coversheet – For authorization and accounting purposes, all internal contracts begin with the signed contract coversheet.  This document contains all information required to understand the nature of the agreement, the terms, and related financial information that are needed in order to draft any additional documentation as determined by the Legal Department.  A contract coversheet must be prepared and submitted to the Contract Coordinator for all new contracts and all contract amendments, terminations and/or renewals.  
Contract Inception - Contractual agreements begin with an agreement between two parties where one party provides goods or services to the other. The key information and terms are documented using the contract coversheet.
Contract Log – A log of all contracts both executed and pending that involve UNCMC.  This log serves as a reference to all parties to ensure there is awareness of the contract and that it is ultimately processed.
Contract Status:
A. Current Contracts – Current contracts have a signed contract coversheet with a contractual term that includes the current fiscal year or reporting period.  

B. Pending Contracts – Any contract without a signed contract coversheet or fully executed contract.  No expense, revenue, billing or payment will be initiated by Accounting without an executed contract coversheet or fully executed contract.  
C. Inactive Contracts - Contracts with a signed contract coversheet for the current period where services are not being provided.  This may occur due to a vacancy in a particular role, lack of resources such as space or other unforeseen events.
Internal Contract - A written agreement between applicable UNCMC parties typically involving, but not limited to, the provision of goods or services from one party to the other party in exchange for monetary compensation.  The contract cover sheet or a fully executed contract is required to document the existence of an agreement and to enforce it.
Roles in the Contract Process - The key to an efficient process flow from contract inception to termination is dependent on several roles including the responsible Vice President, Business Owner/Designated Approver, Responsible Party,  Operational Finance Representative,  Contract Accountant, and Legal Counsel.  Each role carries with it specific responsibilities.
A. Responsible Vice President (VP) – The VP responsible for oversight of the UNCHCS cost center involved in the agreement whose signature is required prior to execution of the agreement.  
B. Business Owner / Designated Approver – This role may be filled by one individual, but in some situations, this may be two different individuals.  The Business Owner is the individual requesting the agreement, completing the intake form and initiating amendments, renewals, terminations etc. Designated Approver is the individual with enough knowledge of the operations and fulfillment of the agreement to know if the accounting information is correct.  The Designated Approver’s documented approval is required in order for reimbursements to be processed.  
C. Responsible Party – The individual responsible for submitting reimbursement and billing requests to the UNCMC Contract Accountant with the necessary approvals and documentation based on the signed contract coversheet outlining the contract terms.  This individual is the point of contact responsible for resolving any contract disputes preventing contract activity from being processed i.e. payment processing, invoice preparation etc.  This position is also responsible for providing all necessary detail required by the (1) approver (Business Owner or Designated Approver) to approve payment and (2) the Contracts Accountant to account for the contract i.e. detail by cost center.  They are also responsible for tracking activity recorded outside of the UNC Health Infor / Lawson accounting system such as Infoporte.
D. Legal Counsel – The UNC Health legal team drafts all contracts detailing the specific terms of the agreement.
E. Contracts Coordinator – The member of the legal staff responsible for managing contract flow and the contract process.  This position is also responsible for maintaining the master log of executed and pending contracts.  
F. Operational Finance Representative – The Front End Finance representative is responsible for all aspects of the budget.  All budget related questions are directed to the respective entity’s Operational Finance Representative.
G. Contracts Accountant – Responsible for recording all financial activity in order to provide the most accurate representation of UNCMC contract activity in accordance with Generally Accepted Accounting Principles.  The Contract Accountant’s two main goals are (1) recording the activity correctly according to GAAP and (2) maintaining audit compliant records.  Note that accurate recording of the financial activity is independent of where the budget for contract activity is located.  The Contract Accountant prepares analysis and reconciliations using Infor / Lawson financial data prior to and following the close of each month to be sure the cost centers, accounts, and transaction amounts are accurate.  
II. POLICY
A written and authorized document is required whenever work is to be performed or goods are to be provided by one of the applicable UNCMC entities for the other.  An executed contract coversheet is required to be in place, at a minimum, prior to providing ANY goods or services to ensure understanding and agreement to the terms and authorization by all parties.  The financial impact, of any agreement, is not to be recognized by a UNCMC party to the agreement without an executed contract or contract coversheet.  
Note that the department requesting the contract is responsible for completing the Contract Coversheet and providing the completed Contract Coversheet to the Legal Department via the procedure set forth in the attached Instructions.  The Legal Department will obtain all required approvals via electronic signature.  All new contracts, contract amendments, and contract renewals require a completed coversheet.
The contract log is to be used as the master document to determine the status of a contract, applicable terms and to calculate the financial impact to be reported.  All related financial processes can begin once the contract coversheet has been completed and authorized by all parties.  Email correspondence or other communication are not acceptable methods of initiating or amending contracts and will not be accepted.  
The procedure / work instructions that follow specify the steps to be taken as well as the documentation to be provided throughout the UNC Medical Center contract process and are considered an extension of this policy.

III. PROCEDURE / WORK INSTRUCTIONS

A. APPLICATION - This policy applies to all internal contracts at UNCMC.  An Internal Contract at UNCMC is defined as a written agreement between UNCMC related parties typically involving, but not limited to the provision of goods or services from one party to the other party in exchange for monetary compensation The contract cover sheet or a fully executed contract is required to document the existence of an agreement and to enforce it.
B. CONTRACT INCEPTION - Contractual agreements begin with an agreement between two parties where one party provides goods or services to the other. The following key information is required from the inception of the agreement and is documented using the contract coversheet.  The department requesting the contract for goods or services is responsible for completing the Contract Coversheet and providing the completed Contract Coversheet to the Legal Department via the procedure set forth in the attached Instructions.  The Legal Department will obtain all required approvals via electronic signature  

The Contracts Coordinator will only accept contract coversheets with all information completed.  If any required information is missing, the incomplete contract coversheet will be rejected. 
C. DOCUMENTATION 
1. Contract Coversheet – For UNCMC accounting purposes, all internal contracts begin with the signed contract coversheet.  This document contains all information required to understand the nature of the agreement, the terms, related financial activity that are needed in order to draft any additional documentation as determined by the Legal Department.  
IT IS IMPORTANT TO NOTE THAT EXPENSES, REVENUE, PAYMENTS AND BILLINGS WILL BE PROCESSED BY THE CONTRACTS ACCOUNTANT AND BY THE OTHER PARTY TO THE AGREEMENT BASED ON THE CONTRACT COVER SHEET.  Additional documentation or official contracts may be required by Legal but financial processing is driven by an executed contract coversheet.
2. Contract Log – The Contracts Coordinator is responsible for maintaining a log of all internal contracts that are executed or pending.  This log serves as a reference to all parties to ensure there is awareness of the contract and that it is processed accurately.  Contracts are added to the log when the contract coversheet is received by the Contracts Coordinator.  Any amendments to the contract require a separate contract coversheet, containing the terms of the requested amendment and follow the same process as the initial contract coversheet.  Once reviewed by the Contracts Coordinator, all contract amendments and renewals that have been documented with an executed contract coversheet will be reflected in the Contract Log. 
3. Financial Activity - The Contract Accountant adds the financial activity to the Contract Log, and reconciles the amounts recorded to Infor monthly.  
D.  ACCOUNTING INTAKE PROCESS
The contract log of approved contracts provides Accounting with the information and approval required to record contract activity.   Any changes in contractual terms must be documented via a new contract coversheet so that the contract log and related financial records can be updated and reconciled.
E.  CONTRACT STATUS
1. 	Current Contracts have a signed contract coversheet with a contractual term that includes the current fiscal year or reporting period.  The contract coversheet contains all information needed to accurately record and enforce the agreement.  The following information is required in order to record financial activity for the contract: contract number, cost center, account, documented amounts, cost driver statistics, a description of goods and/or services provided by the Responsible Party.  

2. Pending Contracts defined as any UNCMC contract without a signed contract coversheet or fully executed contract.  There are two main types of Pending contracts:  
i. New Contracts - Expenses for new contracts are reviewed on a case-by-case basis to determine when expense should be recorded as well as the methodology used to calculate the entry amount.  For example, if the contract is for services provided as needed, expenses are recorded when the Contract Accountant is notified that the service has been performed.
ii. Renewal Contracts - Expenses for renewals where a termination has not been provided are recorded each month.  Actual expense information is the preferred basis for these entries.  All documentation of actual expenses to be recorded in the current month are submitted to the Contract Accounting mailbox before the last week of the month to allow time for processing.  Expenses incurred are recorded using a non-reversing entry and are trued-up as needed based on any contract coversheet revisions.  No expense, revenue, billing or payment will be initiated by Accounting without an executed contract coversheet or fully executed contract.
  
3. Inactive contracts are contracts with a signed contract coversheet for the current period where services are not being provided.  This may occur due to a vacancy in a particular role, lack of resources such as space or other unforeseen events.

F. 	Contract Activity - Documentation of ALL contract activity is sent by the Contracts Coordinator to the Contract Accountant in UNC Health System Accounting using the contract coversheet.  Contract Amendments require a new contract coversheet to document changes to contract specifications such as the amounts, the term, fulfillment details, and responsible parties.  Email correspondence or other communication are not acceptable methods of amending contract details and will not be accepted.    Changes in ANY contract terms must be documented using a contract coversheet and submitted to the Contract Manager.

1. Renewals 
a. Automatic renewal occurs when an agreement contains language indicating the contract will renew automatically at the end of each term.  Auto renewal, with the ultimate end date listed, is the preferred renewal method at UNCMC where possible.  Contract coversheets are to be reviewed annually by the Responsible Parties, the Operational Finance Representatives, and the Contract Accountant during budget creation to be sure the terms, amounts, etc. are still accurate for the coming year.  The Contract Accountant and Operational Finance Representatives will review the contract log routinely to make sure the financial activity recorded parallels the information contained in the contract coversheets.  Any changes to the contract requires a new contract coversheet prepared by the Responsible Party in order for the changes to take effect. 
b. Written Renewals - Contracts with written renewals specified as the method of renewal are not acted on until the contract coversheet is received by Accounting.  The Contract Accountant will notify the Contract Coordinator of any contracts in need of written renewal.

2. 	Termination – Accounting will consider a contract terminated upon receipt of an updated contract coversheet from the Contracts Coordinator.  Terminations usually result from the following:

a. 	The term of the contract expires by its terms, on the termination date indicated in the contract.
b. 	Either party provided notice to terminate the contract, as required by the terms of the agreement.  
c. 	The parties agree to terminate the contract.
d. 	The terms of the contract no longer apply or the contract becomes permanently inactive (i.e. when a leased employee becomes a UNCH employee).
In the event the contract is terminated under sections (b), (c) or (d) above, the party terminating the contract is responsible for communicating the termination to the Contracts Coordinator by completing the contract coversheet.  The Contract Manager will process the Contract coversheet accordingly, and will communicate the termination to Accounting. 
G. CONTRACT COMPENSATION - All contract activity (i.e. earned revenue, invoice generation, expense liability, and reimbursements) is recorded only when the contract coversheet is sent by the Contracts Coordinator to the Contract Accountant.  The required information must be received by the Contract Accountant during the first three weeks of each month to allow time for processing within the month. 
Contracts fall into one of two main contract categories: contracts payable (reimbursements) and contracts receivable (billing).  
1. Reimbursement requests are made by submitting an invoice with all of the following criteria to the Contract Accountant via the Contract Accounting mailbox.  Reimbursement requests are only processed when the completed contract coversheet or executed contract has been sent to the Contract Accountant. 

i. PDF is the preferred format for the contract invoices with payment approval.  The supporting documentation can be presented in the format best suited for the information being submitted.
ii. Agency/Department - The agency/department the invoice is from. 
iii. Remittance information
iv. Invoice date
v. Invoice number – a unique identifier for each invoice submitted for payment i.e. "Contract#_FY_Month".                               
vi. Period covered by the invoice  
vii. Correct UNCMC contract number where applicable.
viii. Terms of the contract (i.e. 50% Salary and Benefits, no overtime)
ix. Brief description of service provided (i.e. the employee name(s), pay periods, total salary and total benefits).
x. Supporting documentation (i.e. if for salaries and benefits, the respective payroll reports)
xi. Invoice total
xii. Payment Approval from the Delegated Approver specified on the contract coversheet and/or Contract Log.  Acceptable payment approval consists of one of the following:
1. Dated signature on the invoice itself with the words, “Ok to pay.” or other indication that the invoice is approved for payment.
2. Fixed Amounts - Approval request sent for the year indicating anything over and above the fixed amount by month or in total should be returned for additional approval.  An example would be a fixed fee contract where the monthly amount does not change. 
3. Variable Invoices - Approval request sent for the year indicating an acceptable range of invoice amounts that are approved for payment processing.  Anything above this range requires additional approval.  An example is a contract for services where the total hours worked may vary from as little as 20 to as many as 40 hrs per week.  The Delegated Approver would specify the range in hours and dollars.
4. 
4. Email indicating payment approval of the invoice(s) with the following information in the body of the email:
a. Total payment amount
b. Description of what the invoices are for
c. Who payment is payable to. 
xiii. The related party’s accounting information (i.e. Chartfield String)
xiv. Supporting documentation of actual fulfillment activity.  According to GAAP, the measurement of progress towards contract completion is dependent on actual costs incurred, the efforts expended or the units delivered.  The support should be expressed in these terms.  For example, if the request is based on salaries and benefits, the payroll report should be included.  Requests based on the number of patients over a period of time should have the patient roster attached.  The supporting documentation should substantiate the data contained in the reimbursement request.
a. Invoice Adjustments – When the amount of the original invoice submitted for processing changes after successful submission has occurred there are two possible outcomes:
i. Increase – Increases to invoice amounts must be documented with an explanation for the change, supporting documentation, and a revised invoice.  All revised invoices must have the word “REVISED” clearly marked somewhere on the invoice in order to avoid confusion.
ii. Decrease - Decreases in the invoice amount approved for payment are at the discretion of the Business Owner/Approver.  The Business Owner will need to resolve the invoice discrepancy directly with the party sending the invoice.  UNC Health System Accounting will only pay what is approved for payment processing. 
b. Payment – Payment of contract invoices occurs when all required information is submitted via email to the Contract Accounting mailbox.   If any of the required information is not present, payment is delayed.  Incomplete reimbursement requests are returned to the Responsible Party, Business Owner/Designated Approver and VP indicating what information is needed to complete the request.  Reimbursement requests received for payment processing during the first three weeks of each month with all required documentation are processed for payment in the month they are received.  Invoices received after the first three weeks with all necessary information are paid in the subsequent month.

c. 	Accounting for contract expense – Contract liabilities are recorded each month in the Infor general ledger as incurred regardless of whether payment is made.  In the absence of actual amounts, the budget or an allocation of the aggregate contract value will be provided by Operational Finance until actuals are received.  Each signed, executed contract will have a corresponding aggregate value for the term of the contract.  In the absence of actual contract activity or feedback from Operational Finance, the total contract value is used to determine the monthly expense amount recorded by the Contract Accountant.  Contract activity is trued-up when actual invoices are received.  
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2. 	Billing – Billing is processed when the signed Contract Coversheet is submitted to the Contract Accountant mailbox within the first three weeks of the month.  The fourth week of the month is used for processing.
a. To request billing, the following information must be submitted.  
i. Contract billing template requesting an invoice including the total amount to bill, the respective cost center(s) and account(s). 

ii. Supporting documentation of contract fulfillment activity in the form of costs incurred, efforts expended or the units delivered. Support of actual revenue earned must be received by the Contract Accountant by the second day of close, along with the Contracts Receivable Invoice Request in order to be recorded.  All other information is due within the first three weeks of the month.  Invoices are prepared when the Contract Accountant has received all required information. If any information is missing, invoice preparation as well as entries to record revenue earned for pending contracts is delayed or may need to be accrued based on feedback from the Operational Finance Representative.  
iii. Any documentation to accompany the invoice when sent out. 

The Contract Accountant will contact the Responsible Party to let them know if additional information is needed for processing.  
b. 	Pending contracts with earned revenue will have the revenue recorded once the signed contract coversheet is received by the Contract Accountant.
c. 	Billing Processing Time - All contract processing occurs within the monthly and yearly accounting schedules.  It is important to be aware of these deadlines each month, which are listed on the month end close schedule.
H. 	ACCOUNTING PROCESS - The first four days of each month are focused solely on closing the prior month’s books.  As a result:
1. Adjustments deemed necessary (those impacting the bottom line) can be made within the first four business days of each month.
2. Reclassification entries from one cost center to another are made according to the month end close schedule.
3. All information needed for processing accounts payable and accounts receivable contracts must be received and processed within the first three weeks of the month.  The last week of the month is set aside for the Contract Accountant to perform analysis and complete all necessary entries.  This timeframe also gives the reviewers of this information time to make corrections as needed.  



I. 	TIMELIENESS – It is very important that processing occur timely in fairness to all parties involved.  This also applies to contracts that do not contain language specific to when the contract activity is to be invoiced (Contracts Receivable) or paid (Contracts Payable).  Approvals by the UNC Faculty Physicians and UNC Hospitals CFO are required for any contract claims more than one fiscal year prior to the current fiscal year.  For example, in Fiscal Year 2020, all claims for payment prior to 07/01/2018 or FY19 require CFO approval.

J. 	CONTRACT REPORTING

1.  All contracts, both executed and pending, are maintained on a Master Contract Log and can be obtained from the Contract Manager. 
2. The Contract Log is the basis for all monthly contract expense entries.  4. The Contract Log is used as the source data for the initial draft of the budget template for subsequent fiscal years.  Contract coversheets are reviewed at the start of budget season by all parties involved in the budget process. 
Additional reports generally come from Operational Finance and their analysis of the Master Contract Log and expenses recorded in the general ledger.
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CONTRACT ACCOUNTING METHOD:

Example: $120,000 annual contract - $10,000 in monthly expenses

MONTH 1: No invoice received, but monthly expense accrued Jul $10,000.00 Description: C#XXXX MMMYY Expense

MONTH 2: No invoice received, but monthly expense accrued Aug $10,000.00 Description: C#XXXX MMMYY Expense

MONTH 3: No invoice received, but monthly expense accrued Sep $10,000.00 Description: C#XXXX MMMYY Expense

MONTH 4: Invoices received with additional $4,000 in expenses Oct $10,000.00 Description: C#XXXX MMMYY Expense

Oct $4,000.00 Description: C#XXXX MMMYY-MMMYY TRUE-UP


image3.png
REQUESTFOR
SERVICES

“Department
requesting
services
completes the
contract
coverheet

CONTRACT
COVER SHEET

UNC MC CONTRACTS - PROCESS FLOW

CONTRA CON CT FULLY EXECUTED CHANGES IN
LoG COVER SHEET CONTRACT CONTRACT

~Contracts
Coordinator
reviews contract
coverheets to
ensure all
necessary
information is
provided

~Contracts Coordinator
sends approved form
to Contracts
Accountant

~Updated by the
Contracts
Coordinator

“The legal department
drafts the agreements
and obtains the
necessary signatures.

«All changes to the
existing contract are
requested using a new

Contains all core contract coversheet.

information required

for contracts.

~The fully executed
agreementis sent to
the Contract
Accountant

~The changes are
recorded in the
Contract Log by the
Contracts Coordinator.

~Legal and Contract
Accounting review
to ensure accuracy.





image1.png
NC




