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

General policies

Applicability: Financial policies of the board of directors shall conform to applicable state statutes, local ordinances, and other legal obligations of the system. Any section or sections of these policies determined to be in conflict shall be null and void, without affecting the applicability of other sections and provisions.

Purpose: The purpose of these policies is to provide a framework for the effective management and conduct of the financial affairs of the ____________Water/Wastewater System. These policies shall be reviewed periodically by the board of directors and may be amended as necessary by a majority vote of members.

Enterprise accounting: The system shall be operated as an enterprise. It is the policy of the board of directors that the system shall operate on a financially self-sustaining basis. The full cost of providing water/wastewater services to the public on a continual basis shall be recovered through user fees and charges established by the board of directors.

Revenues: It is the policy of the board of directors that all revenues generated from customer user fees and charges of the system may be used only for expenses directly associated with the system’s operation and maintenance, debt service, debt-service reserve, and other financial-reserve funds authorized by the board.

Generally accepted principles and basis: It is the policy of the board of directors that financial affairs of the system be conducted according to generally accepted accounting principles (GAAP). The utility’s financial accounting and reporting system will be conducted on an accrual basis.

Audit reports: Audit reports shall be prepared annually covering financial operations for the previous fiscal year. Audit reports shall be completed by an independent public accountant with experience in auditing similar organizations.

Fiscal year: The fiscal year of the __________________Water/Wastewater System shall be for a 12-month period, beginning on the _____ day of ____________, and ending on the _____ day of ____________annually.

Bonding: All persons having access to system funds or with responsibilities for the receipt, handling, or expenditure of funds, shall have fidelity bond coverage in an amount necessary to protect the financial assets of the system and in accordance with state statutes and other legal requirements.

Insurance: Insurance coverage shall be maintained which is adequate and necessary to protect the system against potential financial losses.

Conflicts of interest: No member of the governing board may have any direct or indirect interest in any contract for goods or services which may be awarded by the system. No employee or member of the board of directors of the system may receive money for furnishing goods and/or services, installing utility services, or for the sale of materials to the system.

