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ANZA ELECTRIC COOPERATIVE, INC.
BOARD POLICY NO. 200

FINANCIAL MANAGEMENT POLICY

FINANCIAL PLANNING AND FORECASTING

OBJECTIVE

To clearly identify the point of view of Anza Electric Cooperative, Inc. on the acquisition, management, and distribution of the financial resources of the Cooperative and to provide both general and specific guidelines for the most effective management and security of these financial resources.

This policy is adopted in accordance with Policy No. 100 – “BOARD POLICIES”.

Content

A. Financial Planning and Forecasting

1. Both long and short range financial plans shall be developed and submitted for review and approval of the Board of Directors. The long and short range financial plans submitted shall include both the Capital Budget, which reflects the need for, cost, and terms of expansion capital, and the Operating Budget, which reflects estimates of revenue and expenses. Such plans should be reviewed and updated annually.

2. Long range financial plans shall be designed to cover five to ten year future periods. Short range financial plans shall be designed to cover 2 – 5 year future periods.

3. The assumptions reflected in both short and long range financial plans shall be clearly identified and made a part of such plan reports.

4. Long and short range financial plans shall be prepared and submitted with such frequency as will assure the existence of approved financial plans which are considered currently applicable by the Board of Directors and by organizations which provide capital funds to the Cooperative.

B. Expansion Capital Acquisition

1. Expansion capital requirements shall be determined consistent with the needs reflected by currently approved Load Forecast Studies.
2. Such plans and estimates shall reflect the need for, terms, and cost of long-term financing for completed construction.

3. The overall cost of capital over the life of the project, including alternative sources of financing, shall be a primary consideration in all borrowing decisions.

4. Leasing should be considered as an alternative in all capital acquisition recommendations and decisions.

5. The Cooperative shall develop and maintain close working relationships with organizations which provide present or potential sources of expansion capital. Changes in eligibility requirements, as well as cost and terms of capital from such sources, shall be closely monitored.

C. Working Capital

1. There shall be available at all times sufficient amounts of working capital to meet current obligations, including interim construction fund requests, current invoices on materials, supplies, and equipment, and other current expenditures.	

2. Sources of short-term working capital shall be developed for use in conjunction with revenues and advances of capital for maintaining adequate levels of working capital.

3. Rates shall be maintained at the lowest possible level that will provide adequate revenue to meet the financial needs of the Cooperative each year and on the continuing basis which will provide a Times Interest Earned Ratio (TIER) of at least 1.25.

D. Investment Practices

1. Reserve funds and funds in excess of current working capital requirements shall be invested according to a plan approved by the Board of Directors which reflects the maximum in security, availability, and return on investments.

2. The purchase or sale of Cooperative investments shall be subject to approval of the General Manager, according to plan approved by the Board of Directors. The purchase of any securities with a maturity of longer than one year requires the approval of the Board of Directors.


3. The Board of Directors shall receive periodic reports which show the status of all long and short term investments and the return of such investments.

E. Patronage Capital and Equities

1. All revenues received in excess of those required for meeting operating expenses shall be considered as Patronage Capital and shall be assigned to each member on the basis of patronage.

2. There shall be in existence a plan approved by the Board of Directors and concurred with by the Cooperative’s mortgagors and bond holders, which provides for the retirement of patronage capital on a systematic basis.

3. Equity goals for the Cooperative shall be established by the Board of Directors.

4. Capital credit accounts of deceased members can be settled at 50% providing the beneficiaries supply the cooperative with proper documentation establishing their entitlement. Documentation can include a will or trust along with the death certificate(s) and a notarized lawful heir affidavit. Board approval is required for all capital credit estate settlements.

F. Work Plans and Budgets

1. Prior to the beginning of each calendar year, the Board of Directors shall review and approve a capital and operating budget, no later than the December Board meeting.

a. Capital Budget – Shall be consistent with the activities and goals reflected in the construction work plan.

b. Operating Budget – An annual operating budget shall be prepared which reflects the cost of carrying out the programs and activities projected for the ensuing year.

G. General Accounting

1. The accounting system utilized by the Cooperative shall meet the approval of any lender used by the cooperative as well as regulatory agencies having jurisdiction over the Cooperative.


2. Internal accounting procedures and practices, within the limits described above, shall be established and maintained for improving the management of the Cooperative’s financial resources and for effective internal control.

H. Managerial Accounting

1. There shall be established and maintained a managerial accounting system in all appropriate areas, including both construction projects and operating activities.

2. The managerial accounting system shall be designed to reflect deviations from plans, budgets, and trends; and reports shall be prepared and distributed on a timely basis so indicated corrective or remedial action can be taken. All major deviations in costs from plans, budgets, and trends shall be reported promptly to the Board of Directors.

I. Financial Reports and Audits

1.     Regular financial reports reflecting the financial condition of the Cooperative shall be prepared and presented to the Board of Directors. These financial reports shall include:

a. A revenue and expense statement for month and year-to-date with comparisons to budgets.

b. A status and interest income report on all long and short term investments.

2.	The Board of Directors shall retain a Certified Public Accountant firm to conduct an independent financial audit of the books and records of the Cooperative. The scope of such audits shall be determined from time to time by the Board; however, in all instances, the audit shall meet or exceed the minimum standards prescribed by any lender used by the cooperative and appropriate regulatory agencies.

RESPONSIBILITY

A. The General Manager shall be accountable for the management and administration of all financial activities and programs within the limits prescribed in this policy, delegations from the Board of Directors, approved work plans and budgets, the provisions of RUS policy bulletins, and the prescriptions contained in the approved accounting system.


B. The Board of Directors shall be responsible for the appointment of the independent financial auditor and for all financial decisions and actions which do not come within the limits described above, and for providing for revenues and other resources needed to carry out approved plans.




                                         Signed:  ______________________________
                                                                           President
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                                                                           Secretary
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