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December 31, 2024

Procurement's Relation to Other Financial
Functions

Dear Reader:

The following document was created from the CTAS website (ctas.tennessee.edu). This website is
maintained by CTAS staff and seeks to represent the most current information regarding issues relative to
Tennessee county government.

We hope this information will be useful to you; reference to it will assist you with many of the questions
that will arise in your tenure with county government. However, the Tennessee Code Annotated and other
relevant laws or regulations should always be consulted before any action is taken based upon the
contents of this document.

Please feel free to contact us if you have questions or comments regarding this information or any other
CTAS website material.

Sincerely,

The University of Tennessee

County Technical Assistance Service

226 Anne Dallas Dudley Boulevard, Suite 400
Nashville, Tennessee 37219

615.532.3555 phone

615.532.3699 fax

www.ctas.tennessee.edu
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Procurement's Relation to Other Financial Functions

Reference Number: CTAS-927

Every purchase activity produces financial transactions that are firmly connected to accounting and
budgeting functions. Patricia C. Watt, in An Elected Official’s Guide to Procurement, lists the following
examples:

e Accounting—After a requisition is prepared, but before a purchase order or contract is
completed, many county governments frequently encumber (set aside) a portion of the
budget allocation in the accounting system to pay for the purchase. Upon approval of the
invoice, payments are made and recorded in the accounting system.1

e Budgeting—Budget development depends on good estimates of the costs and timing for the
goods and services. Procurement planning and scheduling should go hand in hand with
budget development.2

e Materials Management—When goods are received by a county department, they are
received at a designated department or central warehouse (if the county has a central
warehouse). The receiving report (if used) is then forwarded to purchasing, central finance,
or any other departments needing to know that the material has been received. Good

inventory management and buying practices (i.e., re-ordering goods) enhance the
efficiency of any purchasing system. Poor inventory management and buying practices

(i.e., re-ordering goods) waste the gains of an efficient purchasing system.3

Ipatricia C. Watt, An Elected Official’s Guide to Procurement, (Government Finance Officers
Association), 20.

2 ibid, 20.
3 ibid, 20.
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