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Town of Norwich Master Financial Policy

Purpose and Goals
Introduction

Statement of Purpose

The Town of Norwich has in recent years evolved from being managed by a citizen run
Selectboard to the present day Town Manager form of government. The role of the Selectboard
has shifted away from day to day management to that of oversight and policy development. A
variety of Selectboard f,rnancial policies and Town Manager protocols have been developed over
the years, and are compiled within this framework to provide a central and comprehensive
reference point.

Written, adopted financial policies have many benefits, such as assisting the Selectboard
and Town Manager in the financial management of the Town, saving time and energy when
discussing financial matters, engendering public confidence, and providing continuity over time
as elected officials and staff members change. While these policies and protocols will be
amended periodically, they will provide the basic foundation and framework for many of the
issues and decisions facing the Town. They will promote sound financial management and assist
in the Town's stability, effrciency, and effectiveness.

This framework was developed and adopted from the VLCT document, "Dormont
Financial Policies and Procedures-Final Version, 2013". Selected financial policies were
reviewed by the Norwich Selectboard, Town Manager, and Finance Committee in20l9 before
the compilation of this document. Others are incorporated pending review. It is expected that
policies will be reviewed, edited, added, and deleted as necessary on an ongoing basis within the
Master Policy Framework.

Financial Goals

o Ensure the financial integrity of the Town
o Manage financial assets in a sound and prudent manner
o Improve financial information for decision makers including policy makers and

management
o Maintain and further develop programs to ensure the long term ability to pay costs

necessary to provide the level and quality of service required by the citizens
o Maintain a spirit of openness and transparency while being fully accountable to the

public for the Town's fiscal activities
o Ensure a set of sound internal f,rnancial controls that guide the Town related to grants,

contracts, and other fiscal-related documents and programs
. Help with the provision of quality financial reporting, accounting, and auditing.
o Assist with the delineation of duties and responsibilities between and among offices (i.e.,

Selectboard and Town Manager, among other elected/appointed offrcials)
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Town of Norwich Master Financial Policy

Section 1: Accountingo Auditing, and Financial Reporting Policy

Effective: Upon Adoption

Purpose: The purpose of this Accounting, Auditing, and Financial Reporting Policy is to
establish and maintain high standards for accounting practices in the Town of Norwich, thereby
enabling residents, the Selectboard, and the Town Manager to make sound decisions in
preparing, adopting, and managing the town budget and handling Town finances.

Policy: The Accounting, Auditing, and Financial Reporting Policy defines the practices the
Town will use for Accounting, Auditing, and Financial Reporting; the standards of accounting to
which the town will adhere as well as the frequency and scope of auditing and financial reporting
the Town will follow.

Authority: The Town Manager acts under 24 VSA $ 1235, et seq ".. . [He/she] shall have general
supervision of the affairs of the town, be the administrative head of all departments of the town
governmenL and shall be responsible for the fficient administration thereof', alongwith any
other duty/responsibility in the Job Description attached to the Town Manager's employment
contract as may be mutually agreed between the Town Manager and the Selectboard.

Procedures:

Accounting: The accounting practices of the Town of Norwich will conform to Generally
Accepted Accounting Principles for local governments as established by the Governmental
Accounting Standards Board. The Town Manager will establish and maintain a system of fund
accounting and shall measure f,rnancial position and results of operations using the modified
accrual basis of accounting for governmental funds and the accrual basis of accounting for
fiduciary funds.

Auditing: Annually, based on a fiscal year beginning July 1, the Selectboard will cause the
Town's financial statements to be audited by a qualihed, properly licensed, independent auditing
firm. With the exception of extreme circumstances, the results of the annual audit will be
available to the Selectboard by the beginning of November.

Monthly and Annual Financial Reports: The Town Manager will prepare monthly financial
reports for the Selectboard's review and for public dissemination by the second meeting of each
month. The June monthly report will be prepared similar to prior monthly reports. The June
report will be periodically amended to accommodate accrued expenses up until 45 days past June
30. Such accommodation allows for a proper "close out" of the fiscal year and the resulting June
monthly and year-end report. Any expenses that might have been accruable to that fiscal year but
are recorded after the 45-day limit shall be accounted for in the subsequent fiscal year, unless
otherwise instructed by the Town's independent auditor. The monthly reports will consist of:
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o Budget report showing revenues collected and appropriations expended for the previous
month with the variance from the budgeted amounts for each line item on both a period
basis and a year-to-date basis.

o Statement of Revenue, Expenditures, and Changes in Fund Balance showing for each
Designated Fund, revenues and expenditures and the difference between the two, the
beginning fund balance for the period and the ending fund balance.

o Balance Sheet showing Town estimated assets less liabilities and fund balance.
o Encumbrances and Year End Purchasing: Encumbrances represent a monetary

commitment related to contracts or goods not yet performed or received that will lapse
into another fiscal year. Encumbrances are not the result of a last-minute budget surplus.
For monies to be encumbered they shall be for a specific vendor, specific deliverable and
specific cost. Purchase Orders or contracts that are anticipated to not be completed at the
end of a fiscal year must be approved by the Town Manager as outstanding
encumbrances. All purchases from June 1 to the end of the fiscal year in excess of
$500.00 shall require a purchase order authorization by the Town Manager.
Encumbrances not spent within 90 days will be retired. Encumbrances will be
represented on the balance sheet as Fund Balance and expensed in the year in which the
funds are released, according to accounting standards.

o Year-end Accounting and Reporting:
o The year-end financial report prepared by the Town Manager will be available to the

Selectboard by the second meeting in August or no later than September 15. This
report will include financial statements for each of the funds of the Town, as well as
appropriate additional disclosures as necessary for the complete understanding of the
financial statements presented.

o The Town Manager will be responsible for helping the Town's professional auditor
with any information required to complete that fiscal year's audit.

o The Town Manager as part of the annual Town Report's preparation will include a
narrative discussion and appropriate graphics explaining how the Town's current
f,rnancial position and results of financial activities compare with those of the prior
year and with budgeted amounts. This report, combined with the year-end report and
the most recent independent auditor's account will be reproduced in the Town Report
each year.
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Town of Norwich Master Financial Policy

Section 3: Cash Receipts, Petty Cash, and Returned Check Policy

Effective: Upon adoption.

Purpose: The purpose of this policy is to ensure proper management practices by the Town of
Norwich employees are in effect and adhered to when their assigned duties require the
processing of cash, checks, and other receipts. The management practices are designed to instill
public conf,rdence in Town operations and to provide accurate, reliable, and timely information
upon which f,rnancial decisions can be made.

Policy: The Town Manager will be responsible for the preparation and implementation of
internal financial controls þrocedures) necessary to carry out this policy's purpose.
Controls/procedures prepared by the Town Manager will be in written format and strictly
adhered to by the below named Authorized Personnel. Said controls/procedures prepared by the
Town Manager shall adhere to the minimum requirements herein.

Authorized Personnel: For internal control pu{poses, only the following individuals are
authorized to receive funds on behalf of the Town of Norwich: Town Manager, Finance Director,
Finance Assistant, Town Clerk, Assistant Town Clerk, Police Administrative
Secretary/Dispatcher and police offrcers (only for Police Department functions), and Transfer
Station Head Attendant or stand-in related to vacations or other forms of leave (only for Transfer
Station related functions).

Proper Payee: All checks, money orders, and credit card payments, regardless of function, must
be made payable to the Town of Norwich, Vermont. No instruments may be made payable to a
Town officer, employee, volunteer, department, committee, board, or group.

Receipts: Persons authorized to receive funds on behalf of the Town must issue a fully
completed collection receipt for any cash received. The original completed receipt must be
issued to the person from whom the cash is received. A copy of the receipt (including notation
identifring the budgetary line item to which it's allocated) must be delivered to the Finance
Director/Town Clerk along with the cash. As applicable, a separate copy of the receipt must be
retained by the person authorized to receive funds for audit andlor filing purposes. For non-cash
related payments, payees requesting a receipt shall be provided one by the respective Authorized
Personnel, preferably by the Finance Office.

Safeguarding Funds: Safeguarding funds prior to deposit with the Finance Office is the
responsibility of authorized personnel receiving the funds. All coins, currency, checks, credit
card information, and money orders must be retained in a secure place until deposited with the
Finance Office in accordance with the section Preparing and Depositing Funds below.

Preparing and Depositing Funds: Funds collected by authorized persons must be deposited
with the Finance Office according to the following:

o Town Clerk/Assistant Town Clerk - no later than the close of business the day funds are

received, unless otherwise enabled by statute.
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Transfer Station Head Attendant - no later than the close of business the day funds are

received, except they must be deposited at the Town bank's overnight deposit box
(whereby they are picked up from the bank by the Finance Office on the next business

dav).

Police Administrative Secretary/Dispatcher or police officers - no later than the close of
business the following business day funds are received.

All Other Authorized Personnel - no later than the close of business the day funds are

received.

Each person depositing funds with the Finance Offrce must submit a report from the Town's
computer software or a spreadsheet or adding machine tape with each deposit. The Finance
Office will count and verify the amount deposited in the presence of the person depositing the
funds. All deposits made to the Finance Office will be issued a receipt or other written
acknowledgement. Each applicable department will receive from the Finance Office a monthly
list of deposits that have been verified through the bank statement. Any discrepancies shall be
reported to the Finance Director and the Town Manager immediately.

Petty Cash: Beginning October 1,2019, petty cash no longer will be permissible. Respective
Town employees and ofhcers are expected to plan accordingly.

Returned Checks: A check returned by the bank will be recorded in the accounting system
against the revenue in which it was originally posted unless the check is replaced. First-time
returned checks will be re-deposited. Upon second receipt of a returned check, the Finance
Office will notifu the check writer and inform him/her that his/her check did not clear and advise
that there is a $35.00 return check fee due. Thereafter, full payment, including the return check
fee, must be in the form of cash, money order, or bank certified check.

a

a

a
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Section 4: Credit Card Policy

Effective: Upon Adoption

Purpose: Credit cards provide a convenient method of obtaining goods and services for the
Town. However, by their nature, credit cards provide an opportunity for unauthorized purchases
and fraudulent activity. The purpose of this policy is to establish criteria for the proper use of
credit cards when conducting Town business.

Policy: The use of the Town Credit Card and two (2) business charge cards (Staples and Home
Depot) are to be used by the Town Manager or with the prior written authorization of the Town
Manager.

Authority: 24 VSA $1235, et seq.

Procedures:

Credit Card Use:
l. No use of the Town credit or business cards shall occur without written authoÅzation of the

Town Manager.
2. Credit cards may not be used for personal purchases, cash advances, or purchases that exceed

the card's authorized purchase limit.

Security:
l. The Town Manager is responsible for the card's protection and custody.
2. V/ithin five business days of each credit card transaction the Department Head shall furnish

the Finance Department a signed itemized receipt and purchase record detailing exactly what
was purchased and to what account it should be charged. The purpose for this is to prepay
when possible to avoid finance and late charges.
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Section 5: Debt Management Policy

Effective: Upon Adoption

Purpose: The purpose of this Debt Management Policy is to establish the guidelines for the
issuance of debt by the Town of Norwich. Debt levels and the related debt service expenditures
are important obligations that must be managed with available short and long term resources.
Though the school district is a separate "municipality" from the Town, the overall debt service
for the town and the schools should be considered as part of the process.,

Policy: The level of indebtedness that the Town of Norwich can expect to incur should not
jeopardize its existing financial position while also assuring the lending market that the Town is
well managed and will meet its obligations in a timely manner.

Authority: The Town of Norwich is enabled under Vermont law to incur debt in various forms
including but not necessarily limited to 24 VSA $$ 1752, 1786a, and 1788.

Procedures

1. Planning and Performance:
a. Debt management means adopting and maintaining financial plans for both the issuance

of debt and the repayment of debt. The determination to issue new debt should be made
as a part of the adoption of the annual Capital Budget & Program, which prioritizes
capital projects and identifies the various funding sources available for those projects.
Planning for the repayment of debt will include analysis of the operating budget to
determine the ability of the Town to incur the additional debt service required by the new
debt.

b. Town of Norwich Fund Balance Management Policy: is designed to provide the
operating funds of the Town with a sufficient level of unreserved, undesignated fund
balance or net assets to maintain financial stability, and to provide adequate cash flow to
avoid the need for short term revenue anticipation notes or tax anticipation notes.

c. Town of Norwich Capital Budget Policy: is designed to provide for the orderly funding
of capital project needs of the Town, including the use of Designated and Special Purpose
funds to avoid the need for incurring long term debt to purchase vehicles and equipment,
and to minimize the amount of long term debt required for the acquisition of land,
buildings, and infrastructure.

2. Types of Debt:
a. Short Term Debt should be limited to borrowing to cover short term, temporary cash

flow shortages, generally within the Town's hscal year, either through the use of revenue
anticipation notes or tax anticipation notes in those unusual instances where the Fund
Balance Management Policy does not provide an adequate level of cash flow, or through
the use of bond anticipation notes when cash is required to initiate acapitalproject prior
to the receipt of bond proceeds. The Town should manage its finances in such a manner
to avoid the use of short term debt when possible.
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b. Long Term Debt shall be issued for the acquisition, construction, or improvement of
land, buildings, or infrastructure, that cannot be financed from current revenues or other
resources. Current year budget appropriations and accumulated Designated and Special
Purpose funds should be used to minimize the amount of long term borrowing that is
required. Whenever possible, long-term debt should not be used to pay for 100% of the
cost of the acquisition or improvement of capital assets. The use of long term debt
financing to finance the purchase of vehicles and equipment should be avoided except in
emergencies, or unless it can be demonstrated that it is financially beneficial to do so.

3. Purpose of Debt:
a. General Obligation Debt, funded by general fund property taxes, shall be used for

projects that provide a general benefit to Town residents, and that cannot otherwise be
self-supporting.

4. Repayment of Debt:
a. Projections: The Town will conservatively project the revenue sources that will be

utilized to repay any additional debt, and will analyze the impact on taxpayers of both the
additional debt service as well as any additional operating expenses resulting from the
improvement, to determine whether new debt should be issued and to structure the
appropriate repayment terms for each debt issue.

b. Maturify: The maturity of long term debt shall be kept as short as possible to minimize
the overall impact on the taxpayers during the life of the debt, while at the same time not
so short that the repayment will create an uffeasonable burden. In no event shall the life
of the debt exceed the life of the improvement being financed.

5. Key Debt Ratios:
a. Guidelines: The following guideline should be used when determining whether debt

should be issued: Net General Fund bonded debt as a percentage of total assessed
valuation (the total value of all properties in town as established by the Listers and
reported by Form 41 l) should not exceed I%. Other guidelines may be adopted as
needed and appropriate.
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Section 6: Capital Budget & Program Policy

Effective: Upon Adoption

Purpose: The purpose of this Capital Budget & Program Policy is to establish and maintain a
capital budget and program for the Town of Norwich.

Policy: The Selectboard will adopt a six-year Capital Budget & Program (CBP) for the Town of
Norwich through the annual Budget process. The CBP will be reviewed and updated annually.

Authority: 24 VSA $$ 4403, 4430, and 4443 allows the Selectboard to adopt a capital budget
program.

Procedures:

1. Capital Budget and Program:
a. A Capital Budget: A capital budget shall list and describe the capital projects to be

undertaken during the coming fiscal year, the estimated cost of those projects, and the
proposed method of financing

b. Capital Program: A capital program is a plan of capital projects proposed to be
undertaken during each of the following five years, the estimated cost of those projects,
and the proposed method of financing.

c. Capital Project: A capital project is any one or more of the following:
o Any physical betterment or improvement, including furnishing, machinery, apparatus,

or equipment for that physical betterment or improvement when first constructed or
acquired.

o Any preliminary studies and surveys relating to any physical betterment or
improvement.

o Land or rights in land.
o Any combination of the above cited items.

d. Capital Expenditures: For purposes of capital projects, a capital expenditure is defined
as any expenditure for land, land improvements, buildings, building improvements,
vehicles, or equipment costing more than $5,000 and any expenditure for infrastructure
(e.g. roads, bridges, and storm water collection system) costing more than $25,000.

e. The CBP will be arranged to indicate the Order of Priority of each capital project and to
state for each project the following:
i. A description of each proposed project and the estimated total cost of the project.
ii. The proposed method of financing, indicating the amount proposed to be financed

by direct budgetary appropriation or duly established Designated and Special
Purpose funds; the amount estimated to be received from the federal or state
government; the amount to be financed by impact fees; and the amount to be
financed by the issuance of obligations (see section 5 Debt Management Policy
above), showing the proposed type(s) of obligation, together with the proposed
period of usefulness for which they are proposed to be issued.

iii. An estimate of the effect, if any, upon operating costs of the Town.
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iv. Annually, the Planning Commission may submit recoÍrmendations to the Town
Manager and the Selectboard for the capital budget and program that shall be in
conformance with the Town Plan.

f. Annually, the capital budget and program should be updated.
g. Annually, the capital budget portion of the capital budget and program should be

incorporated into the Selectboard's proposed budget for voter approval at the March
Town Meeting.

2. Designated and Special Purpose Funds: In conjunction with the Town's Debt Management
Policy, the Town Manager shall annually, as applicable, propose funding (i.e., new
appropriations) of reserve funds to accumulate resources to pay for items included in the
capital budget and program. The use of such Designated and Special Purpose funds should
minimize large fluctuations in the tax rate and will reduce the need for incurring additional
debt. Other capital improvements may be funded by bond issuance or through the operating
budget.

3. Priority Criteria: Capital projects will receive a higher priority if they meet some or most of
these criteria:
o Meets a policy goal or fulfills a strategic objective of the Town and its adopted Town

Plan.
o Is required under a state or federal mandate, law, or regulation.
o Will mitigate or eliminate a known safety hazard.
o Will maintain and improve the delivery of public services to the majority of the

population.
o Will improve the quality of existing infrastructure.
o Non-tax based revenue and/or State or federal grant funds are available to assist in

funding the project.
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Section 7: Investment Policy

Effective: Upon Adoption

Purpose: The purpose of this Investment Policy is to establish the investment objectives,
standards of investing prudence, eligible investments and transactions, reporting requirements,
safe keeping and custodial procedures necessary for the proper management and investment of
the excess operating funds of the Town, and under certain circumstances, bond proceeds.

Policy: The Town of Norwich prioritizes the security of principal, liquidity as needed to meet
projected expenditures, and return on investment in that order. This policy shall apply to the
investment of bond proceeds, only insofar as the policy is not in conflict with applicable bond
debenture requirements and Vermont municipal finance laws. This policy does not apply to trust
funds held by the Town of Norwich. These funds are managed under separate investment policy
for trust assets as may be adopted by the Trustees of Public Funds.

Authority: In accordance with 24 VSA $ 1571(b), monies received by the Treasurer on behalf of
the Town of Norwich may be invested and reinvested by the Treasurer with the approval of the
Selectboard.

Policy Objectives and Procedures:

1. Policy Objectives:
a. Security: Security of principal shall be the foremost objective of Town funds.

Investments will be undertaken so as to ensure the preservation of capital in the overall
portfolio. The objective will be to mitigate credit risk (the risk of loss due to the failure of
the security) and interest rate risk (the risk that the market value of securities in the
portfolio will fall due to changes in market interest rates). Credit risk will be minimized
by diversifying the Town's investment portfolio so that the impact of potential losses
from any one type of investment will be minimized. Interest rate risk will be minimized
by investing operating funds primarily in shorter term securities, money market mutual
funds, or similar investment pools and limiting the average maturity of the Town's
investment portfolio.

b. Liquidity: The Town's investment portfolio will remain suffrciently liquid to meet all
reasonably anticipated operating requirements. This will be accomplished by structuring
the portfolio so that investments mature concurrent with cash needs to meet anticipated
demands. The portfolio will consist primarily of securities with active secondary or resale
markets. A portion of the portfolio may be placed in money market mutual funds to
ensure liquidity for short-term funds.

c. Return on Investment: The investment portfolio will be designed to attain a market rate
of return throughout budget and economic cycles, taking into account the investment risk
constraints and liquidity needs. Return on investment is less important than the security
and liquidity objectives described above. The core of the investments will be limited to
relatively low-risk securities in anticipation of earning a fair return relative to the risk
being assumed.
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2. Pooling: Except where prohibited by law and specifically excluding bond proceeds, which
shall remain in segregated accounts, cash and reserve balances from all funds may be
consolidated to maximize investment earnings and to increase efficiencies with regard to
investment pricing, safekeeping, and administration. Investment income will be allocated to
various funds based on their respective participation and in accordance with generally
accepted accounting principles.

3. Diversification of the Investment Portfolio: The Treasurer shall maintain sufficient
diversification of investments such that the ability of the Town of Norwich to continue to do
business on an ongoing basis will not be impaired because of a liquidity crisis occurring in
any one type of investment with which the Town of Norwich has invested. Diversification
includes investing in securities with varying maturities and matching maturity of investments
to needed cash flow. U.S. Treasury obligations that cary the full faith and credit guarantee of
the United States government meet the requirements of this section.

4. Standard of Care: The standard of care to be used by the Treasurer and Selectboard shall be
the prudent person standard and shall be applied in the context of managing an overall
portfolio. Investments shall be made with judgement and care, under circumstances then
prevailing, which persons of prudence, discretion, and intelligence exercise in the
management of their own affairs, not for speculation, but for investment, considering the
probable safety of their capital as well as the probable income to be derived.

5. Conflicts of Interest: Actions taken under this policy are explicitly subject to the Town's
Conflict of Interest Policy.

6. Authorized Investments and Institutions:
a. Public deposits shall only be made in qualified public depositories as established by

Vermont or New Hampshire law. All financial institutions and broker/dealers who desire
to become qualified for investment transactions with the Town must supply the following
as appropriate:
i. Audited financial statements demonstrating compliance with state and federal

capital adequacy guidelines.
ii. Proof ofNational Association of Securities Dealers (NASD) certification.
iii. Proof of State registration.
iv. Certification of having read, understood, and agreed to compliance with the Town's

investment policy.
v. Evidence ofadequate insurance coverage.

b. The following investments will be permitted under this policy:
i. U.S. Treasury obligations which carry the full faith and credit guarantee of the

United States Government and are considered to be the most secure instruments
available.

ii. U.S. government agency and instrumentality obligations including Government
Sponsored Enterprises securities that carry the full faith and credit guarantee of the
United States govemment.

iii. Certificates of Deposit and other evidences of deposit at financial institutions that
are insured by the FDIC.
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IV Repurpose ("rollover") agreements whose underlying purchased securities consist
of the aforementioned instruments.

7. Collateralization: Collateralization using obligations fully guaranteed by the full faith and
credit of the State of Vermont, andlor the United States Government is required on all
investments or an Irrevocable Stand-by Letter of Credit issued by the Federal Home Loan
Bank in the Town's name. The current market value of the applicable collateral will at all
times be no less than I02% of the sum of principal plus accrued interest of the certificates of
deposit or the repurchase agreement secured by the collateral. Collateral shall be held by an
independent party, in the Town's name with whom the Town has a current custodial
agreement that has been approved by the Selectboard. Evidence of ownership must be
supplied to, and retained by, the Town.

8. Safekeeping and Custody:
a. All trades of marketable securities will be executed by delivery vs. payment (DVP) to

ensure that securities are deposited in an eligible financial institution prior to the release
of funds. Securities will be held by an independent third-party custodian selected by the
Treasurer as evidenced by safekeeping receipts in the Town's name.

b. The safekeeping institution shall annually provide a copy of its most recent report on
internal controls: Statement of Auditing Standards No. 70 (SAS 70).

9. Reporting: The Treasurer shall file a quarterly investment report with the Selectboard that
analyzes the status of the current investment portfolio and the individual transactions
executed over the last quarter as required by 24 VSA $ 1571(c). The report will include the
average yield of investments as compared to applicable benchmarks. This report will be
prepared in a manner which will allow the Selectboard to ascertain whether investment
activities during the reporting period have conformed to the investment policy. The report
shall be provided to the Selectboard within 30 days of the end of a fiscal year quarter.
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Section 9: Fraud Prevention Policy 

(As amended by the Selectboard, January 15, 2020) 

Effective: Upon Adoption 

 

Purpose: This policy provides a mechanism and encouragement for employees, officers, elected 

or appointed officials or volunteers to bring to the attention of the Town any complaint regarding 

the integrity of the Town’s internal financial controls or the accuracy or completeness of 

financial or other information used in or related to the Town’s financial statements and reports. 

See also “Whistle Blower Protection Policy” (add link). 

 

Policy: The Town of Norwich is committed to protecting its revenue, property, information, and 

other assets. Town employees and officers shall not be discharged, demoted, suspended, 

threatened, harassed, or discriminated against in any manner for raising reasonable questions 

concerning the fair presentation of town financial statements in accordance with this policy. See 

also “Whistle Blower Protection Policy” (add link). 

 

 

Authority: Not Applicable 

 

Relevant Citations:  

 

1. 24 VSA § 1686(c)(1) states that “[i]f, after at least five business days following his or her 

receipt by certified mail of a written request by the auditors or public accountant that is 

approved and signed by the [Selectboard], a town officer who willfully refuses or neglects to 

submit [their] books, accounts, vouchers, or tax bills to the auditors or to the public 

accountant, or to furnish all necessary information in relation thereto, shall be ineligible for 

reelection for the year ensuing and be subject to the penalties otherwise prescribed by law.” 

 

2. In accordance with the Town’s Personnel Policies (Disciplinary Action) and the Town’s 

collectively bargained agreement (Section 6.02) and its successor agreements, any employee 

found by the Town’s independent auditor and/or Town attorney employed by the Town to 

have engaged in fraud, misappropriation of Town resources, substantial and intentional 

variation in the Town’s financial reporting methodology from prior practice or from 

generally accepted accounting principles, and the falsification, concealment, inappropriate 

destruction of Town financial records, or other forms of wrongful financial acts will be 

subject to discipline, including termination of employment. 

 



Section 9 – Fraud Prevention Policy   
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Procedures: 

 

1. Reports of Irregularity: 

a. Report Mandate: Any employee or officer having a complaint regarding the integrity of 

the Town’s internal financial controls or the accuracy or completeness of financial or 

other information used in or related to the Town’s financial statements and reports, or 

who observes any questionable accounting practices, should report in writing (though 

verbal reporting is acceptable) such complaint to the Town Manager (unless the 

irregularity is focused on the Town Manager, in which case the employee or officer shall 

notify the Selectboard). 

b. Report Contents: The report should include a description of the matter or irregularity, 

and any steps that the employee or officer has taken to investigate the matter or 

irregularity, including reporting it to a supervisor and the supervisor’s reaction. The 

report may include, at the employee or officer’s option, the employee or officer’s contact 

information if additional information is needed. However a report shall not be deemed 

deficient because the employee or officer offered it anonymously. 

c. Intent: Unlike errors or mistakes, “fraud” is the result of a deliberate act, an intentional 

deception to misappropriate assets or to manipulate data for personal gain. The Town 

does not tolerate any acts of fraud, regardless of the dollar amount involved. Examples of 

reportable actions include any indication of fraud, misappropriation of Town resources, 

substantial and intentional variation in the Town’s financial reporting methodology from 

prior practice or from generally accepted accounting principles, and the falsification, 

concealment, or inappropriate destruction of Town financial records. 

d. Maximum Limits: The maximum limits of discipline under this policy are, for an 

officer, the possible inability to run for office, and for an employee, possible termination 

of employment. However, it may be the obligation of the Town Manager (or Selectboard) 

to report any irregularity to the Police Department in the event the irregularity could be 

considered criminal. Any such determination would be investigated and adjudicated as 

warranted via the criminal justice system, not by this policy. 

 

2. Investigation: Upon receiving such a report, in as confidential a manner as possible to 

protect the reporting individual, the Town Manager (or the Selectboard) must investigate the 

issues identified in the report. The Town Manager will apprise the Selectboard as 

expeditiously as possible when such a report is received. In the case that a report is made to 

the Selectboard or any member of the Selectboard, that Selectboard member will notify the 

entire board of the reported misconduct. The Town Manager (or the Selectboard) may 

consult with the Finance Director, Treasurer, any other Town employee, legal counsel, 

VLCT, and independent auditors as part of the investigation. At the conclusion of the 

investigation, the Town Manager (or the Selectboard) shall prepare a written response to the 

report, which shall be a public document, but which shall make every reasonable effort to 

protect the identity of the reporting individual. 

 

Policy as amended January 15, 2020 
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Section 10: Fund Balance Reserve Policy 

(as amended on July 8, 2020) 

 

Effective: Upon Adoption 

 

Purpose: The purpose of establishing a policy on the undesignated fund balance in the general 

fund is to provide a guideline for budgeting and tax rate decisions and to ensure that adequate 

reserves are maintained in the general fund for the following purposes: 

 

To fund operations by providing sufficient working capital for adequate cash-flow, economic 

downturns, or shortfalls of revenues, imposition of additional costs by other governmental 

agencies including courts, natural disasters, cutbacks in distributions from the state/federal 

government, and other unforeseen circumstances.  

 

To reduce the cost of borrowing by maintaining an appropriate level of undesignated general 

fund balance, which is reviewed as part of the evaluation of a municipality’s creditworthiness by 

bond rating agencies. 

 

Authority: 24 VSA §2804(a) grants authority to establish and maintain a reserve fund (an 

“Undesignated Fund”).   

 

Policy: The Town will maintain a balance equal to between 12% and 16% of the general fund 

operating expenditures in the Undesignated Fund. At the end of the fiscal year and after the 

annual audit, residual funds in excess of 16% will be appropriated by the Selectboard with 

authorization of the voters at Town Meeting or with a special Town Meeting. 

 

In carrying out this policy’s purpose, it is understood that the Town cannot expend surplus from 

the General Fund that is carried over to the next fiscal year without voter approval. Acceptable 

voter approval methods to conduct such carry over include: 1) specifically accounting for such 

use of surplus funds in the coming year’s budget, and 2) including a separate article at Town 

Meeting or a Special Meeting asking for voter approval to allow such carry over (e.g., to apply a 

specific surplus amount to reduce taxes in the next fiscal year, to expend the amount for a 

specific project, and/or to transfer an amount to a specific Designated Fund). 

 

The undesignated fund will not be used to buy down the tax rate. 

 

1. Definitions: 

a. Variously, “Undesignated Fund Balance,” “Unreserved Fund Balance,” 

“Unrestricted Fund Balance”: The portion of the general fund balance that is not 

reserved or designated for a specific use that exists, and most often is reported at the end 

of the fiscal year. For the purpose of this policy, this fund will be referred to as the 

Undesignated Fund. 

b. “Operating Expenditures”: All charges included in the Gross Spending General Town 

Budget. 
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2. Policy Rationale: 

a. The National Advisory Council on State and Local Budgeting (NACSLB) encourages 

local governments to establish a policy on maintaining an appropriate level of Unreserved 

Fund Balance in the general fund. (Recommended Practice 4.1) 

b. The Government Finance Officers Association (GFOA) recommends, “…at a minimum, 

that general-purpose governments, regardless of size, maintain unrestricted fund balance 

in their general fund of no less than two months of regular general fund operating 

revenues or regular general fund operating expenditures”. 

c. GFOA also notes that, “Furthermore, a government’s particular situation often may 

require a level of unrestricted fund balance in the general fund significantly in excess of 

this recommended minimum level. In any case, such measures should be applied within 

the context of long term forecasting, thereby avoiding the risk of placing too much 

emphasis upon the level of unrestricted fund balance in the general fund at any one 

time”. 

 

3. Procedures: 

a. The Town should budget for current year general year revenues including property tax 

revenues to be sufficient to finance current year expenditures. 

b. Consistent with the recommendations of GFOA, an undesignated general fund balance of 

between 12-16 percent of general fund operating expenditures should be maintained. 

c. As part of setting the Town tax rate the Selectboard will review and discuss the 

undesignated fund balance. 

d. If the general fund balance falls outside of the above parameters, budgeted revenues 

should be either increased or decreased in subsequent years to maintain the general fund 

balance as described in section 3b. 
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Section 11: Balanced Budget Policy

Effective: On adoption

Purpose: The Town of Norwich believes that sound financial management requires that the
annual town budget be developed and administered in such a way that annual revenue from
property taxes and other sources equals or exceeds annual expenses.

Policy:

Authority: 17 VSA $2664;24 VSA g 1523(a)

Procedures:

1. Budget Development & Approval: Each year, the Town Manager will develop a draft
expenditure budget with estimated sources and amounts of revenue that balances the
proposed expenses for review by the Selectboard. The Town Manager will propose annual
budgets that do not overestimate revenues, defer maintenance or replacement of essential
capital assets, rollover short-term debt, or inadequately fund Town obligations.

The Selectboard reviews the draft expenditure budget and makes changes it deems necessary
to reflect the priorities and policies of the Town (including estimates of offsetting revenue
and property taxes needed) and recommends the resulting proposed expenditure budget to
Town Meeting for voter approval.

Upon voter approval of the expenditure budget, the Selectboard will set the tax rate necessary
to raise the specific amounts approved in the budget.

The budget approved by the voters (along with voter approved Other Monetary and special
articles) sets the maximum gross expenditure level that the Town may spend.

Where any budget includes line items referred to as Designated Funds, such line items are
intended to be reserve under 24 VSA $ 2804 and, as such, shall be available for spending
over a multi-year period. The approval of monetary items by voters includes appropriation of
these funds as reserve funds. Any expenditure of these funds in any amount requires first the
recontmendation by the Town Manager, as applicable, and second, the prior approval of the
Selectboard. (Refer to Section 2 - Purchasing Policy.)

2. Budget Administration: The Town Manager administers the Town budget through the
authority in statute. In order to carry out this responsibility effectively, the Town Manager
must have timely and accurate information about the status of the town's finances. To this
end, the Selectboard has adopted a financial reporting policy under which the Town Manager
or his/her designee prepares monthly financial reports for the Selectboard. (See Section I -
Accounting, Auditing, and Financial Reporting Policy).
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The Town of Norwich recognizes that unanticipated expenditures and revenue shortfalls
caused by circumstances not foreseen at the time a budget is approved may require transfer
of money between or among line items or even deficit spending. The Town Manager will
endeavor to administer the Town budget to provide services in a manner in light of actual
circumstances that arise during the fiscal year, and will manage the budget to avoid, to the
extent reasonably possible, deficit spending or the need to borrow money to pay current
operating expenses.

Monies set aside in Designated Funds can only be expended for the specific pu{pose
approved by the voters and cannot be borrowed against to make up a shortfall in the general
Town budget. Any spending from a designated fund shall be first approved by the
Selectboard.

All purchases of goods and services by the Town shall be made in strict accordance with the
Purchasing Policy.

In the event the Town Manager anticipates a deficit, the Town Manager will immediately
notift the Selectboard.

3. Line Item Transfers: Line item expenditures, including department budgets, are authorized
by the Town Manager, subject to Warrants approved by the Selectboard. The determination
for individual line item expenditures, including departmental budgets, rests with the Town
Manager, subject to A/P Warrant approval by the Selectboard.

The Town Manager may reallocate funds between departments to cover an emergency
expenditure. In making such reallocation, the Town Manager shall indicate the nature of the
emergency, describe the impact of the reallocation of funds on the department or functions
that will have their pending authority reduced, and, if possible, describe the timelines in
which such emergency allocation(s) will need to last for consultation by the Selectboard.
Selectboard approval is required for such transfers.

All department expenditures shall be appropriately allocated to a line item in the approved
budget. Any spending for an item that is not included in an approved line item shall require
approval of the Town Manager. It is expected that respective department heads under the
Town Manager's supervision be cognizant of their respective budget and their spending and
how it affects the overall voter-approved expenditure budget.

Any transfer of funds from a non-wage item to awage item shall first be approved by the
Selectboard.

Any transfer of funds from a wage item to a purchased service shall first be approved by the
Selectboard.

4. Reporting: Financial reporting will be conducted under this policy according to Section I -
Accounting, Auditing, and Financial Reporting Policy.
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Section 12: Gift Policy

Effective: Upon Adoption

Purpose: The purpose of establishing a policy for grants, gifts, and special funds is to provide
guidance for the receipt and use of grants and gifts and the creation and use of special funds.
This policy does not supplant or replace applicable existing or future policies or guidelines of the
Governmental Accounting Standards Board.

Policy: When the Town is afforded the opportunity of grant awards, gifts (e.g. land, personal
property, goods and services) creation or donation to special funds (e.g. bequests or restricted
funds), or gifts (either monies or material) deemed too restrictive prior to any acceptance the
Town will give full consideration to assure community benefit and avoid undue adverse costs to
the Town.

Authority:

r7 vsA ç2664
Governmental Accountings Standards Board (GASB) Statement No. 54, Fund Balance Reporting
and Governmental Fund Type contains the following definition: "Committedfund balance-
Amounts constrained to specific purposes by a government itself, using its highest level of
decision-making authority; to be reported as committed, amounts cannot be used.for any other
purpose unless the government takes the same highest-level action to remove or change the
constraint".

24 VSA $ 1235, et seq
24 VSA S 4440

Procedures:

l. This policy does not apply to reserve/designated funds established in accordance with24
VSA $ 2804, covered in Section l1 - Balanced Budget Policy.

2. Grants and gifts consistent with budgeted programs:
a. Consistent with budgeted programs means that there is a budget line item or

reserve/designated fund that monies could be spent from to accomplish the purpose of the
grant or gift.

b. Gifts and grants in this category shall be managed in accordance with Section 6 - Capital
Budget & Program Policy, Section 10 - Fund Balance Reserve Policy, Section l l -
Balanced Budget Policy, and any other applicable section of this Master Financial Policy.

c. Appropriated monies within this category shall be spent within the timeframe specified in
the Town Meeting appropriation article (i.e., within the gross spending amount approved
by voters), normally within the current fiscal year, with encumbrances handled as
specified in Section 11 - Balanced Budget Policy.

d. Grants and gifts within this category shall be spent within the timeframe and for the
purposes specified in the grant or gift.
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3. Grants and Gifts not consistent with budgeted programs:
a. Grants and gifts not consistent with budgeted programs means that there is not a budget

line item or reserve/designated fund that monies could be spent from to accomplish the
purpose of the grant or gift.

b. In addition to the requirements in the Balanced Budget Policy, Fund Balance Reserve
Policy, Capital Program and Budget Policy, no grant or gift in this category shall be
applied for or accepted without prior approval of the Selectboard. Before applying for or
accepting a grarfi or gift, the Town Manager shall provide the Selectboard with a written
request that details the potential source and amount of the grant or gift, the timeframe for
receiving and spending the grant or gift, the purpose and conditions of the grant or gift,
the impact on Town functions, employees and services and other information that will
help the Selectboard review the request for approval for or accepting the grant or gift.

c. Grants and gifts within this category shall be spent within the timeframe and for the
purposes specified in the grant or gift.

d. Grants and gifts within this category shall be reported separately in the annual Town
Report and contain the following information:
i. The source of the grant or gift.
ii. The purpose of the grant or gift.
iii. All expenditures of monies associated with the grant or gift.

4. Special Funds:
a. Special funds shall be spent within the timeframe and for the purposes specified when

Town Meeting or the Selectboard established the special fund.
b. The Town Manager, in consultation with the Town Service Officer, is authorized to

expend special funds for poor relief and citizen assistance within the limit of available
funds in the CitizenAssistance Fund specifically for Norwich residents in need.
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Adoption & Signature Page

The foregoing Master Financial Policy is adopted by the Town of Norwich Selectboard, this 9th

day of October 2019, and is effective as of this date until amended or repealed.

Pepper, Chair

Claudette Vice-Chair Mary

Arnold

/1

and

Herbert A. Durfee III, own Manager

U and Agreed
Cheryl A. Lindberg, Town Treasurer
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