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Usually The Finance Department Establishes Who Has The Power To Requisition, Prevents Unauthorized
Requisitions. In any organization, efficient management of procurement processes is essential to ensure financial
control, compliance, and operational efficiency. The finance department plays a pivotal role in establishing
clear protocols regarding who can initiate requisitions, setting authorization limits, and preventing
unauthorized purchases. This central oversight helps organizations maintain budget discipline, reduce fraud risk,
and streamline procurement workflows.

In this article, we explore the vital functions of the finance department in requisition management, detailing how
they establish authority, implement controls, and ensure procurement processes align with organizational
policies.

---

The Role of the Finance Department in Requisition Management

Establishing Requisition Authority

The finance department is responsible for defining the requisition authority matrix within an organization. This
matrix delineates who can request purchases and under what circumstances. It helps prevent unauthorized or
unnecessary expenses and ensures that procurement aligns with strategic goals.

Key responsibilities include:

- Defining approval levels: Different purchase amounts often require varying approval levels. For example:
- Small expenses (e.g., office supplies) may be approved by departmental managers.
- Larger investments (e.g., equipment) may need senior management or finance approval.
- Designating authorized personnel: Identifying specific employees or roles authorized to initiate requisitions.
- Documenting approval workflows: Clearly mapping the steps a requisition must pass through for approval.

Implementing Controls to Prevent Unauthorized Requisitions

Preventing unauthorized requisitions is critical to safeguarding organizational assets and ensuring compliance.
The finance department establishes controls such as:

- Segregation of duties: Ensuring that the person requesting a purchase is not the same as the approver.
- Automated approval workflows: Utilizing procurement software that enforces approval hierarchies.
- Limits on requisition amounts: Setting thresholds beyond which additional approvals are required.
- Regular audits: Conducting periodic reviews of requisitions and approvals to detect anomalies.

---

Establishing Requisition Policies and Procedures

Developing Clear Policies

To facilitate effective requisition management, organizations must develop comprehensive policies covering:

- Who can initiate requisitions
- The documentation required (e.g., purchase orders, justification)



- Approval hierarchies and thresholds
- Timelines for approvals
- Procedures for emergency requisitions

Communicating Policies

Clear communication ensures that all employees understand their roles and responsibilities. Training sessions,
manuals, and internal communications help reinforce requisition policies and prevent inadvertent unauthorized
requests.

---

Procurement Workflow and Authorization Levels

Typical Requisition Workflow

A standard procurement workflow often involves the following steps:

1. Requisition Initiation: An authorized employee submits a requisition request via procurement software or
manual forms.
2. Review and Validation: The request is reviewed for accuracy, necessity, and budget availability.
3. Approval: The requisition passes through designated approvers based on amount and category.
4. Purchase Order Creation: Once approved, a purchase order is generated and sent to the supplier.
5. Receipt and Payment: The organization receives the goods/services, verifies receipt, and processes payment.

Authorization Levels and Limits

Establishing clear authorization levels helps control requisitions:

| Requisition Amount Range | Approver Level | Additional Requirements |
|----------------------------|----------------------------|------------------------------------------|
| Up to $1,000 | Department Manager | Basic approval |
| $1,001 - $10,000 | Department Head / Finance | Justification required |
| Over $10,000 | Senior Management / Executive | Multiple approvals, competitive bidding |

---

Technologies Supporting Requisition Controls

Procurement Software and Automation

Modern organizations leverage procurement platforms to enforce requisition policies:

- Automated approval workflows: Ensuring requisitions are routed correctly based on predefined rules.
- User access controls: Restricting who can initiate or approve requests.
- Audit trails: Maintaining records of all requisitions, approvals, and changes.
- Real-time monitoring: Providing visibility into requisition statuses and budgets.

Integration with Financial Systems

Linking procurement systems with financial management tools ensures:

- Accurate budget tracking
- Real-time expenditure monitoring
- Compliance with financial policies

---

Benefits of Centralized Requisition Control



Implementing strict requisition controls managed by the finance department offers several advantages:

- Financial discipline: Prevents overspending and unauthorized purchases.
- Risk mitigation: Reduces fraud and misuse of organizational resources.
- Operational efficiency: Streamlines procurement processes and reduces delays.
- Compliance adherence: Ensures procurement follows organizational policies and regulatory requirements.
- Data accuracy: Maintains reliable procurement and financial records for reporting and audits.

---

Challenges and Best Practices

Common Challenges

Organizations may face hurdles such as:

- Resistance to change from staff
- Overly complex approval processes causing delays
- Insufficient training leading to policy breaches
- Lack of visibility into requisition status

Best Practices for Effective Requisition Management

To overcome challenges, organizations should:

- Simplify approval workflows without compromising controls
- Regularly review and update policies
- Provide comprehensive training to staff
- Utilize technology for automation and transparency
- Conduct periodic audits and compliance checks

---

Conclusion

The finance department plays a crucial role in establishing who has the authority to requisition, implementing
controls to prevent unauthorized requests, and maintaining procurement integrity. By defining clear policies,
leveraging technology, and fostering a culture of compliance, organizations can ensure that requisitions align
with strategic objectives, budgets are protected, and operational efficiency is maintained. Proper requisition
control not only safeguards organizational assets but also enhances accountability and transparency,
ultimately contributing to the organization's overall success.

---

Additional Tips for Organizations

- Regularly review approval limits to adapt to changing business needs.
- Implement training programs for staff involved in procurement processes.
- Maintain an up-to-date requisition policy manual accessible to all employees.
- Encourage open communication between departments and the finance team.
- Monitor and analyze requisition data to identify trends, savings opportunities, and potential issues.

By adhering to these practices, organizations can ensure their requisition processes are robust, compliant, and
efficient, reinforcing the vital role of the finance department in procurement governance.



Frequently Asked Questions

Why does the finance department establish who has the authority to
requisition?

The finance department establishes requisition authority to ensure proper control, prevent unauthorized
spending, and maintain budget compliance within the organization.

How does the finance department prevent unauthorized requisitions?

They implement approval workflows, set user access permissions, and monitor requisition activities to detect
and prevent unauthorized requests.

What are the common criteria used by the finance department to determine
requisition authority?

Criteria often include employee roles, departmental budgets, purchase limits, and organizational hierarchy to
define who can initiate requisitions.

Can employees request requisitions without approval from the finance
department?

Typically, no. Employees usually need approval based on their designated authority levels to prevent
unapproved expenditures.

What role does technology play in establishing requisition control?

Technology such as procurement software and ERP systems automate approval processes, track requisitions,
and restrict unauthorized access, enhancing control.

How often should the finance department review requisition authority
roles?

Regular reviews, at least annually, are recommended to ensure roles align with current organizational
structure and prevent misuse.

What are the consequences of unauthorized requisitions in an organization?

Unauthorized requisitions can lead to budget overruns, financial discrepancies, and potential audit issues,
damaging organizational integrity.

How does establishing requisition authority improve financial
accountability?

It ensures that only authorized personnel can initiate purchases, creating a clear audit trail and promoting
responsible financial management.

Additional Resources
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Requisitions

The role of the finance department in establishing authority over requisitions is a critical component of an
organization’s internal control system. It ensures that procurement activities are conducted in an orderly,
transparent, and compliant manner, aligning with organizational policies and financial regulations. By defining
who has the authority to requisition goods and services, the finance department helps prevent unauthorized
transactions, mitigate fraud risks, and maintain budgetary discipline. This review explores the importance,
mechanisms, challenges, and best practices related to the finance department’s role in requisition processes.

---

Understanding the Role of the Finance Department in Requisition
Authority

The finance department acts as the steward of financial integrity within an organization. Its involvement in
requisitioning processes primarily revolves around establishing clear authority levels, approval hierarchies,
and safeguards to prevent misuse or errors.

Why Establishing Requisition Authority Matters

- Financial Control: Ensures spending aligns with budgets and organizational goals.
- Fraud Prevention: Reduces the risk of unauthorized or fraudulent requisitions.
- Accountability: Clarifies responsibilities and approval workflows.
- Regulatory Compliance: Ensures procurement adheres to legal and internal policies.

Mechanisms Used by Finance to Establish Requisition Authority

- Segregation of Duties: Different personnel are responsible for requisitioning, approval, and procurement.
- Approval Limits: Setting monetary thresholds for different approval levels.
- Authorized Signatories: Defining who can initiate requisitions based on role or position.
- Automated Systems: Implementing procurement software with role-based access controls.

---

Establishing Who Has the Power To Requisition

The process of establishing requisition authority involves defining roles, responsibilities, and approval
hierarchies tailored to organizational structure.

Role-Based Access Control (RBAC)

RBAC assigns requisition rights based on job functions, ensuring only authorized personnel can initiate
procurement requests.

Features of RBAC:
- Clear delineation of roles (e.g., Department Heads, Managers, Procurement Officers).
- Automated enforcement of authority levels.



- Flexibility to update roles as organizational changes occur.

Pros:
- Reduces errors and unauthorized requests.
- Simplifies management of user permissions.
- Enhances audit trail clarity.

Cons:
- Requires regular updates to reflect organizational restructuring.
- Can be complex to implement in large organizations.

Approval Hierarchies and Limits

Establishing approval hierarchies involves setting thresholds for requisition amounts that determine who must
approve requests.

Features:
- Multiple approval levels (e.g., Manager, Director, CFO).
- Specific monetary limits per role.
- Conditional workflows based on request size.

Pros:
- Ensures oversight for high-value requisitions.
- Distributes responsibility appropriately.

Cons:
- Potential delays in procurement.
- Overly rigid limits may hinder operational efficiency.

Authorization Matrices and Policies

Organizations often develop matrices that link roles with their requisition authority, including conditions and
exceptions.

Features:
- Documented policies governing requisition processes.
- Clear communication channels.

Pros:
- Standardizes procedures.
- Facilitates training and compliance.

Cons:
- May require frequent updates.
- Can be complex to customize for diverse departments.

---

Preventing Unauthorized Requisitions

Preventing unauthorized requisitions is vital to safeguard organizational assets and ensure procurement
aligns with strategic objectives.



Key Strategies for Prevention

- Role-Based System Controls: Limiting requisition creation and approval to designated roles.
- Segregation of Duties: Separating requisition initiation, approval, and fulfillment.
- Approval Workflows: Enforcing sequential approvals before procurement.
- Audit Trails: Maintaining logs of all requisition activities for review.
- Automated Alerts and Notifications: Notifying managers of requisition submissions for oversight.

Technological Tools and Systems

Modern procurement systems embed controls to prevent unauthorized actions.

Features:
- User authentication and role-based permissions.
- Automated approval routing based on predefined rules.
- Real-time monitoring dashboards.
- Integration with financial and ERP systems for consistency.

Pros:
- Reduces manual oversight errors.
- Enhances traceability.
- Allows for quick detection of anomalies.

Cons:
- Dependence on system integrity and security.
- May require significant initial investment and training.

Best Practices for Enforcement

- Regular audits of requisition logs.
- Clear communication of policies.
- Training staff on procurement protocols.
- Implementing penalties for violations.

Advantages:
- Reinforces organizational standards.
- Deters unauthorized actions.
- Maintains procurement integrity.

Challenges:
- Potential resistance from employees.
- Balancing control with operational flexibility.

---

Features and Benefits of Effective Requisition Control

An effective requisition control system offers several features that collectively enhance organizational
efficiency and compliance.

- Role-Based Access Controls: Ensures only authorized personnel can initiate requisitions.
- Automated Approval Workflows: Speeds up processing while maintaining oversight.



- Threshold Limits: Prevents small or large purchases without proper review.
- Audit and Reporting Capabilities: Facilitates transparency, accountability, and compliance reporting.
- Integration with Financial Systems: Ensures budget adherence and reduces data duplication.

Benefits include:
- Improved financial discipline.
- Reduced risk of fraud and abuse.
- Better visibility into procurement activities.
- Enhanced compliance with policies and regulations.

---

Challenges in Establishing and Enforcing Requisition Authority

While establishing requisition authority is essential, it presents several challenges:

- Organizational Complexity: Large or decentralized organizations may struggle with consistent enforcement.
- Change Management: Staff resistance to new controls or procedures.
- System Limitations: Legacy systems may lack role-based controls or integration capabilities.
- Balancing Control and Flexibility: Overly rigid controls can hinder operational agility.
- Monitoring and Auditing: Ensuring ongoing compliance requires resources and dedicated oversight.

---

Best Practices and Recommendations

To maximize the effectiveness of requisition controls, organizations should consider the following best
practices:

- Define Clear Policies: Document authority levels, approval processes, and exceptions.
- Leverage Technology: Use procurement software with role-based permissions and audit features.
- Regular Training: Keep staff informed about policies, systems, and the importance of compliance.
- Periodic Audits: Conduct routine reviews of requisition logs and approval workflows.
- Maintain Flexibility: Adjust thresholds and roles as organizational needs evolve.
- Foster a Culture of Compliance: Encourage transparency and accountability at all levels.

---

Conclusion

The responsibility of establishing who has the power to requisition and preventing unauthorized requests lies
primarily with the finance department, supported by well-designed policies, roles, and technological systems. By
implementing clear authority structures, leveraging automation, and fostering a culture of compliance,
organizations can effectively control procurement activities, mitigate risks, and ensure that resources are
used responsibly. While challenges exist, adopting best practices and continuous monitoring can help
organizations maintain robust requisition controls that align with strategic and financial objectives.

This comprehensive approach not only protects organizational assets but also promotes transparency,
accountability, and operational efficiency in procurement processes.
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