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A. POLICY
This policy establishes procedures for purchasing goods and services from vendors and suppliers.  Purchase orders are legally binding contracts, which require sound business practices to administer.  The intent of this policy is to provide centralization of control over expenditures to ensure that:
· All purchases are approved by the Division Director or authorized staff member;

· A vendor of a good or service is selected based solely upon its ability and qualifications to provide the good or service, and not upon unrelated criteria.  The IRA is committed to open competition;

· An audit trail is available; 

· Disagreements on pricing do not occur;

· Expenditures are for budgeted items and are in the best interest of the Association;

· IRA receives the best pricing: factors to be considered when awarding include price, previous record or service, specialized technical knowledge, and quality of product; 

· Consolidation of similar orders to get quantity discounts occurs; and

· Historical information is available in both the purchasing and the accounts payable modules, as each maintains different types of information.

B. SCOPE
The following goods and services are exempt from this policy:

· Salaries of International Reading Association employees;

· Payments for employer-paid benefits for IRA employees;

· Travel;

· IRA author royalty payments and stipends;

· Member and Customer refunds; 

· Board Authorized Payments for Grants and Awards (note meeting date and minutes page on check request);

· Sales tax payments/tax return payments;

· Third party reimbursements such as council reimbursements and local committee reimbursements;

· Invoices for conference calls;

· Petty cash reimbursements;

· Cash transfers between IRA bank accounts;

· Credit card payments (consolidated monthly statements from credit card company); and

· Properly signed and executed contracts for services (see section on Contracts for treatment of contracts).

All other expenditures are subject to this policy.
To help avoid confusion, some examples of goods and services that are subject to this policy have been included below.
· Temporary help from employment agencies

· Independent contractors

· Catering expenses (including both catering services on-site at IRA and offsite at a restaurant or other facility)

· Hotel, bus, and other expenses related to the annual convention

· Utilities

· Inventory

· Paper and other like expenditures

· All goods received into IRA warehouse, regardless of dollar value (so warehouse staff can receive and deliver goods promptly)

· Wire transfers that do not fall into one of the exemptions listed above

C. PURCHASING FORMS
Check Request
Check request forms should only be used for reimbursements to individuals, or to make payments to vendors, that are less than $500 in amount, or payments that are included in the list of exemptions from the policy.  
Purchase Requisition
Employees requiring purchases must submit a completed Purchase Requisition form to the Manager of Purchasing and Facilities or his/her designee.  New vendor purchases require a W‑9 form to be on file. Section 9006 of the health care bill mandates that beginning 2012 all companies will have to issue 1099 tax forms not just to contract workers but to any individual or corporation from which they buy more that $600 in goods or services in a tax year.  Purchases cannot be requisitioned and approved by the same staff member.  This separation of duties is for internal control purposes and helps to ensure that purchases are made for a valid business purpose.  Approval by immediate supervisor should be obtained whenever possible.  All Purchase Requisitions must have a valid budget code.  

All Purchase Requisitions must have signed approval by an individual in the requesting Division as follows:

· Purchases and contracts and/or expenditures over $25,000 must have signed approval from the Executive Director or Deputy Executive Director.

· Purchases between $10,000 and $24,999 must have signed approval from the Division Director.

· Purchases between $5,000 and $9,999 must have signed approval by an authorized staff member.
· Purchases between $500 and $4,999 must be signed by an authorized staff member.
· Purchases less than $500 may be approved by any staff member within the Division incurring the expense.

At the beginning of each fiscal year (July 1) each Division Director must submit a list of staff members authorized to approve purchases up to $9,999 to the Manager of Purchasing and Facilities.  All Purchase Requisitions must have a valid budget code.  

Purchase Order
Purchase Orders are printed after a completed Purchase Requisition has been received and processed by the Purchasing Department staff.  The International Reading Association requires the use of a purchase order system for goods and services that cost over $500.  A purchase order should be prepared, and purchase order number assigned, by the Manager of Purchasing and Facilities, before a purchase is made.  Purchase orders must be prepared when required by the vendor, regardless of the cost of the item, and the purchase order number should appear on vendor invoices.  Purchase orders are required for all credit card purchases charged on the Manager of Purchasing and Facilities’ credit card, and for inventory items.  

Blanket Purchase Order
Blanket Purchase Orders are intended to save time when a recurring payment is required and the amount of the payment can be reasonably estimated.  Blanket Purchase Orders should be used for goods or services for a specified period (not to exceed 12 months or the end of the current fiscal year).  These items should be repetitive purchases with a reasonable estimated cost.  The period covered by the blanket purchase order must appear on the purchase order.  If the contract exceeds 12 months, a new blanket purchase order will be issued on July 1 (the beginning of IRA’s fiscal year) for the balance of the contract.  When a new blanket purchase order is issued, the previous purchase order number must appear on the new blanket purchase order.   Blanket purchase orders must always contain the unit cost and the following statement:  “Additional charges of up to 20% may be added to this blanket purchase order during the designated period, with prior approval from an authorized IRA staff member.”

Examples of purchases for which a blanket purchase order would be appropriate include (but are not limited to):

· UPS, Federal Express, DHL and other freight charges
· Utilities

· Long distance and toll free phone expense

· Journals printing

· Journals postage

· Maintenance expenses
Contracts
Rationale – Standard vendor contracts are written by attorneys to protect the rights of the vendor only.  They are not adequate to protect the rights of the Association.  Generally, new contracts must be revised in order to protect the rights of the Association.

A qualified staff member must review contracts.  When appropriate, IRA’s outside attorneys will review contracts before the approving IRA Staff Director signs them.  Contracts that should be reviewed by an attorney include:  those that are non-recurring in nature; those that include unfamiliar language; and, those contracts associated with a new business proposition.  Recurring contracts should periodically be reviewed by an attorney to ensure that they keep up with changes in the field.  A file of original contracts, or copies of fully executed contracts, will be maintained in the Finance Division for archive purposes.  Division directors and other staff should receive and retain copies for their files, as appropriate.

Purchase Orders or Check Requests are required in addition to all contracts and a copy of the contract must be attached to the requisition when submitted for processing.  Blanket purchase orders should be done for all contracts requiring multiple payments.  This will eliminate the need for staff to fill out repeated check requests for the same contract.  In addition, a blanket purchase order will ensure that contract costs do not escalate beyond the total authorized purchase order amount.  Any contract, including contracts that bind IRA to provide service, with a value of $25,000 or more must be reviewed and signed by the Executive Director or Deputy Executive Director.  

Open-ended contracts (those without an upper dollar limit) must be disclosed and discussed at staff director meetings prior to signing.

D. PURCHASING PROCEDURES

1. The requesting IRA employee prepares a purchase requisition.

2. The requisition is approved as outlined above.

3. The approved requisition is forwarded to the Manager of Purchasing and Facilities, or his/her designee, who prepares the purchase order, and mails (or faxes) the purchase order when requested by staff or required by the vendor.

Goods and services should not be ordered directly by staff without first obtaining a purchase order.  The pre-approval process may not be evident or available to an auditor.    

Separation of Duties
In accordance with auditor recommendations, it is the intent of these procedures not to allow any one individual to both initiate and approve the same purchase requisition or contract.  Therefore, when an individual with approval authority initiates a purchase, the requisition or contract must be approved by a different person with approval authority.  This ensures that the purchase is made for a valid business purpose.

Distribution, Acceptance and Payment
When a Purchase Order is issued, the Manager of Purchasing and Facilities will distribute a copy to the Accounting Department, the requestor, the authorizing staff members, and the Receiving Department.  The original will be mailed to the supplier when requested by staff or required by the vendor.

Once the goods or services have been received, packing slips must be signed by the individual in the Division who received the goods or services.  This signature indicates acceptance of the order and authorizes payment to be made.  Receipt of goods and services delivered to a third party must be confirmed by the requisitioning staff and the delivery information must be forwarded to the Purchasing Manager.  After all of the goods and services that were ordered have been received, the Manager of Purchasing and Facilities must be notified.  He/she will close the purchase order on the accounting system, and then final payment can be made.

The following information must appear on a closed purchase order:

· Date received;
· Quantity receive;
· Number of cartons receive;
· Quantity per carton;
· Date posted to inventory, if applicable; and

· Requisitioner’s signature.

All invoices for payment should be directed to the Accounting Department except when the department requests to okay them directly, due to discrepancies in billing.  The invoice will be matched with the completed purchase order and a signed receiving report.  Quantities and amounts will be footed and approvals will be verified.  Payment will be made in accordance with the accounts payable schedule.

Invoice amounts that differ from the purchase order amounts will be returned to the requisitioning staff for approval prior to payment.

Quotations 
Quotations are required for material or services with an estimated extended price between $5,000 and $24,999.  These can be obtained by IRA staff members working in conjunction with the Purchasing Department staff, or by the Purchasing Department staff alone.  In most cases, a minimum of three quotations is acceptable.  When a vendor is chosen, all quotations must be attached to the requisition, which is ultimately maintained in the Accounts Payable files.   If it is not practical or reasonable to obtain three quotes, the requisitioner must explain the reason for this on the Requisition form; i.e., a supplier that is the sole source for the goods or services.

Factors to be considered when awarding a purchase order include price, previous record of service, specialized technical knowledge, and quality of product. 

Bids or Requests for Proposal (RFP’s)

Bids or Requests for Proposals (RFP) are required for material or services with an estimated extended price of $25,000 or more.  The bid process is a more formal process that clearly spells out specifications for quotations.  Bids can be obtained by IRA staff members working in conjunction with the Purchasing Department staff, or by the Purchasing Department staff alone.  A minimum of three bids is acceptable.  IRA will issue an RFP document, which will include specific, detailed requirements of the goods and/or services being solicited, deadlines related to the bid process, an explanation of the award notification process, and a formal statement indicating that IRA follows the policy of accepting the lowest bid that comes closest to meeting IRA requirements outlined in the RFP.  If it is not practical or reasonable to obtain three bids or proposals, the requisitioner must explain the reason for this on the Requisition form.

All bids and RFP’s must remain confidential.  At no time will one supplier or vendor’s bid be revealed to another. Staff requiring the goods or services will be responsible for awarding the purchase order to the selected vendor.  Assistance and technical advice from other department staff or division directors may be needed prior to making this decision.  Factors to be considered when awarding a purchase order include price, previous record of service, specialized technical knowledge, and quality of product.

Quotations and bids are not required for emergencies.  For purposes of this policy, emergencies are defined as unforeseen events that may adversely affect the safety of staff and the overall operation of the Association’s facilities and other essential equipment.
Credit Card Use
Upon approval from his/her supervisor, and the Executive Director, IRA personnel who travel frequently will be issued an Association credit card for business travel expenses, meals, and hospitality.  

Please see the separate Credit Card Use Policy for additional details regarding use of IRA credit cards by staff.
The Purchasing Manager may use his or her credit card for purchases other than routine travel.  Purchase Orders are required for transactions charged on the Manager of Purchasing and Facilities’ credit card.

Washington Office Purchasing Policy
The staff at the IRA Washington Office should follow the procedures and policies outlined in this purchasing document.  On occasion, it may be impossible or impractical to follow normal Headquarters purchasing requisition procedures.  This may be the case with some of the special projects, which have additional requirements or where purchases may need to be made in a country other then the United States.  In all cases, there should be an approval process that involves proper review and approval by two IRA staff members or IRA representatives (i.e., field office staff).  This approval will be indicated in the form of a signature on supporting documentation.

E. GIFTS

(To completed at a later date after Board review of the Conflict of Interest policy.)

Finance Policy:  Procurement and Purchasing Policy
Page 1

