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Conflict Resolution

Conflict resolution is a big part of a board’s
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Avoid conflicts of interest: 1

conflicts of interest, it is a good policy to adopt a
separate conflict of interest policy for the board.
Having and abiding by a reasonable conflict of

personal or financial gain.
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getting the expert advice you need from

You are not expected to know everything about

these experts make the decisions for you. You

your own experience, the collective expertise and
experience of the board, and most importantly, a

with other rules, such as IRS rules (for example,
withholding taxes and operation of the utility
in compliance with your nonprofit status) and

0IMO00ION 000000 OO0 Smeme o O O
greatest potential liability. For example, failing
to maintain financial controls, wasting system
assets, and misrepresenting financial conditions

CAP_
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be time to look at a rate adjustment or to find
ways to reduce your expenses.
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Example Balance Sheet

ASSETS 2021 2020

Current Assets

Cash & Cash Equivalents 496,474 253,573
Accounts Receivable 60,026 65,040
Prepaid Expenses 4,982 4,957
Short-Term Investments 2,219 0
Inventory 14,248 15,302
Total Current Assets $577,949 $338,872
Fixed Assets

Land 6,950 6,950
Property, Plant & Equipment at Cost 2,915,599 2,915,599

Less Accumulated Depreciation

(1,636,060)

(1,523,462)

Total Inventory

$1,286,489

$1,399,087

Long-Term Assets

Investments 86,660 186,660
Total Long-Term Assets $86,660 $186,660
TOTAL ASSETS $1,951,098 $1,924,619
LIABILITIES AND NET ASSETS

Current Liabilities

Accounts Payable 8,452 7,987
Current Portion of Long-Term Debt 56,123 54,238
Withheld & Accrued Payroll Taxes 3,158 3,479
Accrued Interest 13,335 0
Meter Deposits 43,504 44,602
Other Accruals 1,425 1,335
Total Current Liabilities $125,997 $111,641
Long-Term Liabilities

Long-Term Notes Payable 1,297,938 1,354,061

Total Long-Term Liabilities

$1,297,938

$1,354,061

Equity

Contributed Capital (Membership) 56,415 56,415

Donated Capital (Govt. Grants) 1,720,300 1,720,300

Retained Earnings (1,249,552) (1,317,798)
Total Equity $527,163 $458,917

TOTAL LIABILITIES & NET ASSETS $1,951,098 $1,924,619

29



modo Uiy 0o
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Example Income Statement

For Years Ending Dec. 31, 2021 And Dec. 31, 2020

REVENUE 2021 2020

Water Sales 661,363 665,091
Misc. Construction & Meter Conn. 19,293 10,831
Membership Fees Received 1,200 1,305
Total Revenue $681,856 $677,227
OPERATING EXPENSES

Salaries & Fringe Benefits 180,381 153,700
Depreciation Expense 112,598 118,338
Service Supplies 61,460 70,555
Electricity & Utilities 45,647 40,634
Insurance 40,786 33,702
Contract Labor 35,545 29,484
System Repair & Maintenance 24,816 19,498
Taxes & Licenses 16,696 17,482
Fuel & Qil 13,408 11,990
Telephone 9,701 7,761
Bad-Debt Expense 6,646 2,663
Legal & Accounting 4,829 5,585
Miscellaneous 4,385 4,294
Postage 4,374 4,659
Office Expenses 3,320 3,699
Continuing Education 2,913 3,603
Uniforms 2,841 3,226
Testing & Analysis 2,662 2,941
Truck Expense 2,094 4,452
Bank Charges 132 920
Total Operating Expenses $575,234 $538,356
NET OPERATING INCOME (LOSS) $106,622 $138,871
OTHER INCOME & EXPENSES

Interest Income 20,000 12,230
Gain On Sale of Equipment 13,295 0
Interest Expenses (71,671) (75,113)
Total Other Income & Expenses (38,376) (62,883)
NET INCOME (LOSS) $68,246 $75,988
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utility’s financial transactions during the year
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The next thing you want to examine in a cash-
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Example Cash-Flow Statement

For Years Ending Dec. 31, 2021 And Dec. 31, 2020

CASH FLOWS FROM OPERATING ACTIVITIES 2021 2020

Net Income (Loss) $68,246 $75,988
ADJUSTMENTS TO RECONCILE CHANGE IN NET ASSETS TO NET CASH

Provided By Operating Activities:

Depreciation $112,598 $118,338
(Increase) Decrease in Accounts Receivable 5,014 (7,395)
(Increase) Decrease in Prepaid Expenses (25) (1,485)
(increase) Decrease in Interest Receivable Y (3,053)
(Increase) Decrease in Inventory 1,054 6,938
Increase (Decrease) in Accrued Expenses 20 870
Increase (Decrease) in Payroll-Tax Liabilities (321) 624
Increase (Decrease) in Accrued Interest 13,355 10,243
Increase (Decrease) in Meter Deposits (1,098) 0
Increase (Decrease) in Accounts Payable 445 28
Net Cash Used in Operating Activities $199,358 $201,096
CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of Property & Equipment 0 (19,857)
Net Cash Used in Investing Activities $0 ($19,857)
CASH FLOWS FROM FINANCING ACTIVITIES

Retirement of Long-Term Debt (54,238) (37,106)
Purchase of Securities (2,219) 0
Sale of Securities 100,000 0
Net Cash Used in Financing Activities $43,543 (%$37,106)
Net Increase in Cash $242,901 $144,133
Cash Balance, Beginning of Year 253,573 109,440
Cash Balance, End of Year $496,474 $253,573
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The final step of your financial oversight is
ensuring that the year-end financial statements
are accurate. An annual financial audit is an
examination of a utility’s financial statements
by an independent party that is qualified to

to determine if your financial statements are

applicable financial laws and regulations, and to

firm. When detailing the job of auditing your

qualifications. Rank the auditors first by their
qualifications, and then look at their bids. If the
firm with the best qualifications is not the low

final fee with that firm.

Many utilities hire an outside expert to compile
their annual financial statements. The person
who compiles the financial statements should
be the same person that audits the financial

statements. Ideally, you would have one firm
compile the statements and a separate firm audit
have two different people complete these tasks if
you are using the same firm for both services.

0000DONOmma. This is the first page of
the full audit. An “unqualified opinion” or “clean

It means the auditor did not find any material
misstatements in your system’s financial record.
The full audit report will include the main financial
statement, and the cash-flow statement). It will
also include notes to the financial statements.
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Working together can increase efficiencies

improving services you can’t afford to deliver

cost effectively. Regionalization can range
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The Rural Community Assistance Partnership (RCAP) is a national network of nonprofit organizations

access to safe drinking water and sanitary wastewater disposal. The six regional RCAP partners provide

If you are seeking assistance in your community, contact the office for the RCAP region that your state,

by these regional offices.
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West Sacramento, CA 95691 (479) 443-2700 I I

(916) 447-2854 B
(866) 928-3731

RCAP National Officel



http://www.map-inc.org
http://www.rcac.org
http://www.glcap.org
https://www.communitiesu.org
http://www.rcapsolutions.org
http://www.sercap.org
http://www.rcap.org/




RCAF

Rural Community Assistance Partnership, Inc.
1725 | Street NW, Suite 225
Washington, DC 20006
(202) 408-1273
info@Qrcap.org

www.rcap.org

Visit our website for other publications, electronic and print
periodicals, and ways your community can get assistance with
its water and wastewater system.
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