Rural Community Assistance Partnership

The Basics of Financial Management for Small-community Utilities
SAMPLE FINANCIAL-MANAGEMENT POLICIES

Starting on the following page is a sample financial-management policy for a water/wastewater utility. This sample policy is for illustration purposes only. Some of the requirements or procedures described in the sample policy may be covered in state statutes or local ordinances, particularly if your utility is operated as a division of a public entity, such as a county or municipal government.
Important notes about what follows:

This sample policy is not ready-to-use and should not be adopted or distributed as-is. It must be customized to fit your utility and your circumstances. You can change or add to these policies depending on your system’s circumstances and requirements. Be sure to review them carefully and fill in all the blanks with the required information. Ensure that all the information is pertinent to your specific utility.
Before adopting any financial policies, also be sure to check for items required by state law, local ordinances, your system bylaws or charter, and documents relating to any loans or grants your system may have received. 
The information contained herein is for informational purposes only as a service to the public and is not legal advice or a substitute for legal counsel. As legal advice must be tailored to the specific circumstances of each case, nothing provided herein should be used as a substitute for advice of competent counsel. RCAP, Inc. expressly disclaims all liability in respect to actions taken or not taken based on any or all of the contents of the sample policies.
Financial-management Policies for the _____________________ Water/Wastewater System

Purchasing policies and purchase-requisition system

Purchasing policy:  It is the policy of the board of directors that the purchase of goods and services shall be on a competitive and “least-cost” basis. Depending on the nature of the goods/services to be acquired, however, the board reserves the right to consider other factors aside from cost in the final procurement decision. Such factors may include: method and terms of payment, service availability, warranties and guarantees, delivery and set-up charges, operational expense, and reliability.

Purchase requisitions: A properly completed and approved purchase requisition (purchase order) shall be required prior to payment for all expenses and purchases, except routine expenses and purchases. “Routine” expenses and purchases are defined as regularly-scheduled or incurred expenses (such as payroll expenses, utilities, telephone, etc.).
Relation to budget: All purchases of goods and services are restricted to approved purposes as defined in the annual budget. Purchases of a single item or service, or the single procurement of a group of related items or services, the total of which exceeds $____________, shall be identified specifically in the annual budget.

Purchasing procedures: The following table indicates the proper procedure for procurement and purchasing for most goods/services to be used by the system.

Procurement Schedule
	Value of item(s) to be procured
	Method of procurement/purchase

	$0 to $500
	Open-market purchase

	$500 to $1,000
	At least 3 oral quotations received prior to purchase

	$1,000 to $5,000
	At least 3 written quotations received prior to purchase

	Over $5,000
	Sealed competitive bids from qualified vendors


Board of directors approval: Any single purchase of goods/services by the system that exceeds $___________________ must be individually approved by the board. Purchase requests for such purchases must contain written quotations in accordance with the above procedures.

Trade accounts: The establishment of trade accounts (charge accounts) shall be only by board of directors approval. Monthly charge-account statements shall be reconciled to the original invoices and the general ledger within 3 working days after the receipt of the statements and prior to payment.

Conflict(s) of interest: Businesses or firms in which board members have a financial interest will not normally be considered as qualified vendors for supplying goods or services to the system. If, under extraordinary circumstances, the system must secure goods/services from such firms or business, they shall not receive preferential treatment in the procurement process. The reasons for each such procurement from such a firm shall be individually documented on any purchase requisition and must be in accordance with applicable state statutes. Actual or perceived conflicts of interest shall be subject to full disclosure requirements in the system’s financial statements.

Emergency purchases: When necessary to affect emergency repairs and/or equipment replacement to restore or maintain services, the requirements for bids or price quotations, oral or written, may be waived. Emergency purchases shall be documented on a purchase requisition with a written explanation of the emergency nature of the repairs within 2 working days of the repair.

