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Fiscal Training for Board Members

Module 1 -Responsibilities of Board Members & Introduction to Local Government
Commission

Module 2 -Budgets

Module 3 -Finance Officer, Monthly Financial Reports, and Fund Balance
Module 4 -Preaudits and Disbursements

Module 5 -Annual Audit Process

Module 6 -Establishing a Debt Policy

Module 7 -Ethics and Conflicts of Interest

Module 8 -Importance of Internal Controls
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Importance of Responsibilities
of Board Members

* Governing board has a fiduciary
responsibility to the Unit’s taxpayers
and residents to manage the funds
and the Unit appropriately

* Governing board is ultimately
responsible for the finances and fiscal
status of the Unit

NORTH CAROLINA State and Local Government Finance Division
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RAL STATUTES
OF
NorTH

GENE

Importance of Responsibilities
of Board Members

* Financial authority from the Local
Government Budget and Fiscal Control
Act

State and Local Government Finance Division

NORTH CAROLINA
\ DAFRTMINT OF VAT TRIASRER

Importance of Responsibilities
of Board Members
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Local Government Budget and
Fiscal Control Act

LGBFCA sets forth requirements for
local governments in areas such as:

1. Budgets
2. Fiscal Control

SUBCHAPTER I11. BUDGETS AND FISCAL CONTROL.
Article 3.

The Local Government Budget and Fiscal Control Act.

3. Borrowing Money

State and Local Government Finance Division

NORTH CAROLINA
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Local Government Commission

* Established in 1931

« Staffed by Department of State
Treasurer

State and Local Government Finance Division

NORTH CAROLINA
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Local Government Commission

* Composed of Nine Members

« State Treasurer, Dale Folwell is Chairman

State and Local Government Finance Division

NORTH CAROLINA
DEFKRIMNT OF VTATE TRIASVRER

Local Government Commission

. . Nom o (B TRty
* Typically meets first Tuesday of the
month.

* Meetings can be live streamed at Local
Government Commission webpage.

* The agenda for each meeting is also
posted on the Department’s website.

NORTH CAROLINA
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Local Government Commission

The Local Government Commission has
authority under certain circumstances
to compel local governments and public
authorities:

on s the sutharity 10 requie any Fnase offcer
e af 3 finaoee offcer fo n

it bority wsder Aricle 10 of thi Chapier
or publis autbority, i) the smploying local
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iccnal control malerial weakinces or sigficant defciency i fhe most reccatly compleied
Financial i, o (i) the finsnce officer fails s snmally et or anest o the misimum

1. To require Finance Officer or anyone i & & b = i i ELn B 2o
performing the duties of the Finance ?.mm-mw';fw@.zw
Officer to participate in training (159. g s e foeee o
25d)-Applies to specific units as o e e s . o ot e e e

identified in the statute

in thin submocton. he
the employing fosal

o
NORTH CAROLINA
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State and Local Government Finance Division

Local Government Commission

2. Torequire local governments and
public authorities to contract with
outside entities, such as a third-party
bookkeeper, to fulfill the duties of
Finance Officer (159-25e). Applies to

specific units as identified in the

() The Local Government Commission may require any local govemment or public
statute auhority 1 contract With owside enlites in aceondance with the terms of subdivision (9) of
this section if the
smmission duc 1o a deficiency in compl;
sthority has an internal control finding in the ently complcts
197 TR0, 5. 13 1973, . 474, 55, 18-200 1975, ¢ 514, 5. 10; 1987, ¢ 796, 5. 3(5): 2016-84, 5.
1; 2017-108, 5 1; 2019-19,5.6.2.)
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Local Government Commission

3. Toimpound the books and records
of local government and assume full
control of all its financial affairs (159-

181c) Under specific conditions (1 tocsl Govermmens Commision sall have sabariy 1
f I st

NORTH CAROLINA
DEFKRIMNT OF VTATE TRIASVRER

State and Local Government Finance Division

Resources

LGC Staff (919)-814-4300
LGC Website
https://www.sog.unc.edu
www.nclm.org

WWww.ncacc.org
https://www.gfoa.org/best-practices--resource_

NORTH CAROLINA
DLERATMENT OF STATE TRIASURER

State and Local Government Finance Division

13

Module 1

1. Who is ultimately responsible for the
finances and fiscal status of a unit?

2. Who is the chairman of the Local
Government Commission?

3. Does the Local Government Commission
have the authority to impound the books
and records and assume full control of all
financial affairs of a unit?

NORTH CAROLINA
DEFRRTAET OF STATE TRIASURIR

State and Local Government Finance Division
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Budgets
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CITY OF

Budget Overview DOGWOOD

BUDGET 2021-2022

* The budget is the most important
fiscal document a governing board
produces.

* Development of a well thought-out

and timely budget is a fundamental
responsibility of a governing board.

RS-
Mansger ok Bliuedeal
) ik tob etk
* A well considered budget reflects the
priorities of the governing board.

NORTH CAROLINA
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Budget Overview

* Local Government Budget and
Fiscal Control Act provides the
requirements of the budget
development and adoption.

SUBCHAFTER IL BUDGETS AND FISCAL CONTROL.
Article 3.
The Local Government Budget and Fiscal Control Act.
Part 1. Budgets.

NORTH CAROLINA
! DLERATMENT OF STATE TRIASURER
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Budget Overview

* The annual operating budget must be
balanced.

/ \
* Recurring revenues should equal E"Qﬁf@ﬁmnﬁs

recurring expenditures.

* Do not use fund balance for recurring
expenditures, such as payroll or utilities.

* Fund balance should be used for
emergencies or one-time uses.

State and Local Government Finance Division
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DALE R FOLWELL CPA

Budget Overview

* The government has NO authority to

buy anything that is not budgeted.
* Such spending is illegal.

NOR] ROLI
DERRATMINT OF STATE TREASURER

State and Local Government Finance Division
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Budget Officer Budget Officer

* Each local government must appoint a
budget officer.

« If a county or municipality is operating
under the manager form of
government, then the manager is the
budget officer.

The Budget Officer has two main duties
1. Prepare the annual budget.
2. Execute the annual budget.

* Other governments may impose the
budget officer duty on any officer or

employee.
NORTH CAROLINA State and Local Government Finance Division NORTH CAROLINA State and Local Government Finance Division
21 22
Budget Preparation and Budget Preparation and
Calendar Calendar

55
* Governing board should play a key role in Q,\\
the budget preparation process

* Governing board should provide
guidance, priorities, and goals to budget
officer (ex. staff raises, tax rate).

* When looking at tax increases, consider
similar sized units with similar services to
make sure the government is in line with
them.

* The LGBFCA lays out key dates for
budget preparation

* Each governing board should have a
budget process and timeline

DLFRATMINT OF STATE TREASURER

NORTH CAROLINA State and Local Government Finance Division

NORTH CAROLINA State and Local Government Finance Division

DEFRRTAET OF STATE TRIASURIR
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Budget Preparation and
Calendar

Budget Preparation and
Calendar

* Should not transfer monies from or to
an enterprise fund as a subsidy. Each
fund should be self-supporting.

* It is proper to post operating expenses

* Governing boards should think long
term when developing the budget.

* Budgeting priorities this year may
impact the government for years to

come. across several funds if all of the funds
are benefitting from the expense.
* Use a reasonable allocation basis, such
as square footage.
NORTH CAROLINA State and Local Government Finance Division NORTH CAROLINA State and Local Government Finance Division

Budget Preparation and

Budget Preparation and
Calendar

Calendar

.

* “Fund balance” — Accounting term.
* Accounting equation:
Assets - Liabilities = Equity

* Fund balance is what equity of
governmental funds is called.

* Fund balance is the reserve used to
provide for emergencies or one-time
uses.

* Some of this amount will be
restricted for specific amounts like

“Fund balance Available” — Statutory
term used only in NC.

Defined in NCGS 159-13(b)(16).

Can be calculated from annual audit
using link on our website.

FBA is the legal limit that can be used
to balance the budget in the next
fiscal year.

FBA should not be used for recurring
expenses, like payroll or benefits.

.

 Appropriation of fund balance should
be a one-time revenue source for
special circumstances and not
recurring expenditures.

.

.

.

Powell Bill. * FBA is only a portion of total fund
balance
@ HRRH SARSLINA State and Local Government Finance Division %ZZ/E«% @ NORTH CAROLINA State and Local Government Finance Division %zﬂ‘w
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Understanding Fund Balance Understanding Fund Balance

* Unassigned fund balance is like a
savings account.

* Governments need sufficient cash for
emergencies.

* Cash in the bank does not mean the
board has that money to spend.

* The myth of 8%.

* Annual Cash and Fund Balance

* Governments should develop a fund Available memos can be found here.

balance policy and adhere to it when
taking budget actions.

7 N o “BALER TOLWEL CPA- 7
NORIH CAROLINA State and Local Government Finance Division
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Budget Preparation and

Budget Preparation and
Calendar

Calendar

* January-April * April 30-Date for department heads to

« Budget workshops submit requests to budget officer.

. . - i o
* Estimation of current and next “é‘;ﬁ:’ *June 1 Blédge;ordénance must be “c“wf:‘J
years’ revenues and expenditures. - presented to board. . ¢ a
* July 1-Budget ordinance must be Sl
adopted.
@ NORTH CAROLINA State and Local Government Finance Division %“j‘;";‘;““{gf NORTH CAROLINA State and Local Government Finance Division %"i"“ﬁ‘
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Budget Ordinance

The budget ordinance is the legal
document that

1. Estimates operating revenues

2. Establishes authority to spend
public monies via appropriations

3. Levies ad valorem taxes

NORTH CAROLINA
\ DAFRTMINT OF VAT TRIASRER

State and Local Government Finance Division

Budget Ordinance

e Budget ordinance must appropriate
required amount for debt service.

* A contingency appropriation cannot
be more than 5% of the total fund
budget.

NORTH CAROLINA
DLERATMENT OF STATE TRIASURER

State and Local Government Finance Division
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Budget Ordinance

To have a legally set ad valorem tax rate
the budget must include:

1. Taxrate
2. Valuation
3. Expected collection percentage
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Budget Ordinance

e Budget ordinance should include
instructions to staff such as authority
to transfer appropriations within a
fund up to a certain limit.
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BUBGET ORDIANCE o e e
TV o B 0

Budget Ordinance

* An annual operating budget
ordinance typically covers a period
from July 1 to June 30.

NORTH CAROLINA
2% NOKIH CAROLINA

State and Local Government Finance Division

. CITY OF
Budget Adoption Process DOGWOOD

BUDGET 2021-2022

 Budget Officer presents a proposed
budget with a budget message to the
board by June 1 at a public meeting.

* Budget is then filed with the board’s S Swie Tabed
clerk. o o . Tk Deen

Mamsgr: Jbn Bl
Claik Fobia Welipock

NORTH CAROLINA
HORTH CARULINA

State and Local Government Finance Division
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Budget Adoption Process

* Clerk makes copies of the budget
available to the public and the media.

publiC
Hearing
=" Notice!

* Clerk publishes an official notice that
the budget has been submitted and

Budget Adoption Process

* A public hearing is scheduled and
publicized.

* Anyone wishing to speak concerning
the budget is given an opportunity to

gives notice of a public hearing. speak.
NORTH CAROLINA State and Local Government Finance Division %‘ ZZI_«.&; NORTH CAROLINA State and Local Government Finance Division
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Budget Adoption Process

* At least ten days must pass between
the presentation of the budget to the
board and the adoption of the budget.

* The board may make changes to the
budget before or after the budget
hearing.

A
10 DAYS T0 GO

State and Local Government Finance Division

NORTH CAROLINA
2% NOKIH CAROLINA

"DAILR FauwELL CrA
Tas FRkscom

. CITY OF
Budget Adoption Process DOGWOOD

BUDGET 2021-2022

* The budget must be adopted by a
simple majority by July 1.

* A copy of the adopted budget

ordinance is filed with the finance [
officer, budget officer and clerk within Mero oo T o D
five days of adoption A—

Clrke Robin Wlfpack

NORTH CAROLINA
HORTH CARULINA

§ o DALE R FOUWRLL CPA
State and Local Government Finance Division g Rk
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INTERIM BUDGET ORDINANCE FOR 20202021
CITY OF DOGWOOD.

FDocw

Interim Budget

* If a budget cannot be adopted by July
1 an interim budget must be passed.

* Disbursements cannot be made after

June 30 without an approved annual
budget or interim budget.

INTERIM BUDGET ORDINANCE FOR 2020-
CITY OF DOCWOOD.

Interim Budget

* Property taxes are not levied in an interim
budget.

* Interim budgets should be used rarely for
the shortest possible time.

* When the final budget is adopted, the
expenditures incurred during the interim
budget will be included in the final

NE— NE— budget. —
NORTH CAROLINA State and Local Government Finance Division %‘;};““T’: NORTH CAROLINA State and Local Government Finance Division %;"7_’;“'"‘;:
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Budget Preparation and
Calendar

* Governing boards can use a capital
reserve fund as method for saving
money for capital projects.

* Boards would need to adopt a capital
project ordinance before funds are

CAPITAL IMPROVEMENT PROJECT ORDINANCE.

{1 PROJECT ORDINANCE:
frHorey

it e gk o ok

Budget Preparation and
Calendar

Capital Project Fund should include:
1. Purpose of fund;
2. Approximate period of time for fund;

3. Approximate amount of funds
needed for the project; and

spent.
. . . 4. Source from which monies will be
* A capital reserve fund is for saving funds derived
only. :
NORTH CARLINA State and Local Government Finance Division NORTH CAROLINA State and Local Government Finance Division
45 46
Budget Amendments Budget Amendments
P [*
* The budget can be amended at any / i
: ; / \ * The board has no authority to spend ] I oy
time as long as it stays balanced. ‘ _ \ oAt are ot budge\(ced p | ‘

* Budget amendments must be made gm L r@? ‘ t r 0
prior to obligating funds in excess of | B—m “i @
budgeted appropriations. A |

@ NORTH CAROLINA State and Local Government Finance Division %“;‘w;‘:i @ NORTH CAROLINA State and Local Government Finance Division %’4"7’%‘2
47 48
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Budget Amendments

Budget amendment cannot change the tax
levy unless:

1. Revenues received are substantially more

or less than the amount estimated in

budget and the amendment is adopted

before January 1 or

. The board is directed to do so by the

courts or an authorized state agency

1A

NORTH CAROLINA

DAFRTMINT OF VAT TRIASRER

State and Local Government Finance Division

Budget Amendments

* A budget amendment can be adopted

at a regular meeting and does not
need a public hearing.

AMENDMENT TO BUDGET ORDINANCE
ey WooD.

v T the ity o Dogud e
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Budget Amendments

If authorized by the board, the
budget officer can redeploy monies
from one appropriation to another
within the same fund if the transfer
is less than a specified amount

The budget officer should disclose
this adjustment to the board at the
next meeting
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Resources

LGC Staff (919)-814-4300
LGC Website
https://www.sog.unc.edu

www.nclm.org

WWWw.Ncacc.or;

https://www.gfoa.org/best-practices--resources

@ NORTH CAROLINA

State and Local Government Finance Division

51

52

13



Module 2

1. What is the most important fiscal
document a governing board produces?

2. Who is responsible to prepare and execute
the annual budget?

3. What date must the annual budget be
adopted by the governing board?

NORTH CAROLINA State and Local Government Finance Division

SNT OF VTATE TRIASURIR
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DCAL GOVERNMENT FINANCE DIVISION

Module 3:
Finance Officer, Monthly Financial
Reports & Fund Balance

1/10/2022

Finance Officer

* LGBFCA requires governing boards to
appoint a finance officer.

* The board must make sure a qualified
person is in the role of finance officer.

NORTH CAROLINA State and Local Government Finance Division

DEFRRTAET OF STATE TRIASURIR

Contracted Third-party Bookkeeper

* NCGS 159-25 (a)(9) allows the board to
contract with a third-party to help with the
financial work.

* The board must still task a qualified employee
or board member with overseeing the third-
party’s work to make sure the government is
getting what it is paying for.

* The third-party bookkeeper should attend
board meetings to answer any questions the
board might have.

NORTH CAROLINA State and Local Government Finance Division

DLFRATMINT OF STATE TREASURER
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SAMPLE
AGREEMENT BETWEEDN THE CITY OF DOGWOOD
"AND A HRD PARIY BOOKKEEPER

Contracted Third-party Bookkeeper

i S, o i s o o
O e ot oo b secon

It i s o s G,

* If the unit has a third-party bookkeeper,

then monthly reporting should be required m?ﬁ:ﬁmi
in the contract. e

gl Gt e e
i s bz e 5 3 v
e S e
e e e

* Also, include language that contractor will
not be paid if timely and accurate financial
reports are not provided to the board. f B

* A sample contract for a third-party s
bookkeeper is on our website here. .

R s g o 50 o535 1 o s
e

State and Local Government Finance Division

NORTH CAROLINA
SORTH CAROLINA

Finance Officer

§159.29. Fdelty bons
) i

ollars (50.000). The prnmn on the bond ahall b aid by the ol govemment of publc

Suthriy

* LGBFCA requires the finance officer be ] T T
T i e Pl M s

bonded for at least $50,000.
* Units should have adequate coverage

and not just the minimum. “"‘E?““““.‘"“‘.‘“.’:“L:"m“;‘:‘VT“:Q"J‘.“:;"T:‘,;T,, s of ik 0t

performance bonding 5 an alermatve

o sy s adopt

* This bond is for the protection of the
local government.

S i s B o s S

NORTH CAROLINA
HORTH CARULINA

State and Local Government Finance Division
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Finance Officer

Finance Officer is responsible for:
1. Accounting system;

2. Disbursement of all funds; and
3. Preparing financial reports.

State and Local Government Finance Division

NORTH CAROLINA

Finance Officer

4. Managing receipt and deposits of all
revenues and monies;

5. Managing debt;
6. Supervising investments; and

7. Attending training that may be
required by the LGC under NCGS
159.

NORTH CAROLINA

State and Local Government Finance Division

BALE R FOUWHLL G

Fax et
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Monthly Financial Reports

* Governing boards should require
monthly financial reports.

* Budget to actual for significant funds,
including the General Fund and utility
funds.

* Compare to prior year’s spending if
available.

* Summary level reports are preferred,
at the functional or department level.

State and Local Government Finance Division

NORTH CAROLINA
\ DAFRTMINT OF VAT TRIASRER

Monthly Financial Reports

* Explanations for unusual transactions or
amounts that are over/under
performing against the budget.

* LGC staff have sample templates.
* Governing boards should always know

the financial state of government.

* Ask questions and follow up with the
Finance Officer until you understand.

State and Local Government Finance Division

NORTH CAROLINA
DLERATMENT OF STATE TRIASURER
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Monthly Financial Reports

* Unassigned funds are also known as
unrestricted funds.

* There are no restrictions on these
funds.

* Need to have adequate reserves to
address emergency needs.

@ NORTH CAROLINA State and Local Government Finance Division

DEFRRTAET OF STATE TRIASURIR

DALE R FOIWELL CPA

s Fotesco

Resources

LGC Staff (919)-814-4300
LGC Website
https://www.sog.unc.edu
www.nclm.org

WWWw.Ncacc.or;

https://www.gfoa.org/best-practices--resources

@ NORTH CAROLINA State and Local Government Finance Division

DALE K. FOLWELL GPA
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Module 3

1. What is the least amount the LGBFCA
requires the finance officer to be bonded
for?

2. Who is responsible for preparing financial
reports and supervising investments for the
unit?

3. Who should always know the financial
state of the government?

NORTH CAROLINA State and Local Government Finance Division

SNT OF VTATE TRIASURIR
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CAROLINA
REASURER

STATE AND LOCAL GOVERNMENT FINANCE DIVISION

Module 4:
Preaudits & Disbursements

1/10/2022

Preaudit and Disbursements

* NCGS 159-28 requires the Finance Officer to
preaudit obligations to make sure they are
budgeted BEFORE any commitment is made.

* The preaudit ensures that no obligation is
incurred without being budgeted and unless

funds are available.

* Specific language must be included on
agreements, such as purchase orders or
contracts, indicating that the document has been
preaudited as required by statute.

DEFRRTAET OF STATE TRIASURIR

NORTH CAROLINA State and Local Government Finance Division

Preaudit and Disbursements

* If a unit fails to perform the preaudit

liable for payments made against a void

process the contract or purchase order is

void. T
* Finance officer can be held personally

agreement. —
* Before an obligation is made the Finance

Officer must guarantee there are

sufficient funds in the budget and in the
bank.

DLFRATMINT OF STATE TREASURER

NORTH CAROLINA State and Local Government Finance Division
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Preaudit and Disbursements

* Governing boards must ensure this
process takes place.

* Support the Finance Officer when they
must tell department heads that
goods or services that are not
budgeted cannot be purchased.

* Preaudit process will help the local
government from overspending its

Preaudit and Disbursements

Governing boards must create a culture v
where the preaudit process is ’7/ . ~
- = ~
=~

consistently performed.

budget
NORTH CAROLINA State and Local Government Finance Division NORTH CAROLINA State and Local Government Finance Division
Resources Module 4

LGC Staff (919)-814-4300

LGC Website How can
https://www.sog.unc.edu we /767//9
www.nclm.org =l
Www.ncacc.org

https://www.gfoa.org/best-practices--resources

State and Local Government Finance Division

NORTH CAROLINA
DEFRRTAET OF STATE TRIASURIR

1. When does NCGS 159-28 requires the
Finance Officer to preaudit obligations?

2. What happens to a contract or purchase
order if a unit fails to perform the
preaudit?

3. What will the preaudit process help the
local government from doing?

State and Local Government Finance Division

NORTH CAROLINA
DLFRATMINT OF STATE TREASURER
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STATE AND LOCAL GOVERNMENT FINANCE DIVISION

Module 5:
Annual Audit Process

73

1/10/2022

Annual Audit Process

* LGBFCA requires each local }é

government and public authority to ﬁ“;
have an audit annually by an N 4
independent certified public

accountant. ,
* The auditor performs various audit

procedures to examine the unit’s
accounts.

NORTH CAROLINA
DLERATMENT OF STATE TRIASURER

State and Local Government Finance Division

74

Annual Audit Process

Auditor will give an opinion on whether
the financial reports are presented in
accordance with generally accepted
accounting standards.

1. Unmodified (clean)

2. Modified (issues)

NORTH CAROLINA
DEFRRTAET OF STATE TRIASURIR
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Annual Audit Process

Unmodified opinion is not:
1. Everything is 100% correct '
2. Aguarantee there has been no fraud . [

3. Statement that the unit did a good
job with public funds

NORTH CAROLINA
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Annual Audit Process

* Report on internal controls may include:

Internal

1. Material weaknesses
2. Significant deficiencies

« Statutory or compliance violations may
be disclosed in the notes to the financial

Controls;.

Annual Audit Process

* Governing board is responsible for
selecting and entering into a contract
with a qualified auditor

* The LGC must approve the contract prior
to any work starting.

* It is a best practice to issue a Request for

statements. Proposal (RFP) periodically for an auditor.
Consider this practice every 3-5 years.
See our resources here.
NORTH CAROLINA State and Local Government Finance Division NORTH CAROLINA State and Local Government Finance Division ﬁ;,ww

Annual Audit Process

* Annual audit for June 30 year end is
due to the LGC by October 315t

* The governing board should set
expectations that audit will be on
time.

* Governing board may ask for routine
updates from staff about the audit
process if timeliness is a concern.

@ NORTH CAROLINA State and Local Government Finance Division
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Annual Audit Process

* Beginning with the 2021 fiscal year,
auditors must present the findings of the
audit to the governing board at a public
meeting.

* Governing Boards should feel free to ask
questions.

* Governing boards must understand the

information being presented at a high
level.

@ NORTH CAROLINA State and Local Government Finance Division
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Auditor’s Presentation

Within 45 days from sending report to LGC, the auditor’s presentation to
Board should include:

* Description of findings, including material weaknesses and significant deficiencies
or statutory violations;

Status of the prior year audit findings;

+ Values of Financial Performance Indicators (FPICS — calculated from the amounts
reported in the financial statements); and

* Notification if the board needs to develop a “Response to the Auditor’s Findings,
Recommendations, and Fiscal Matters”.

NORTH CAROLINA
\ DAFRTMINT OF VAT TRIASRER
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Financial Performance
Indicators

* LGC developed a list of Financial
Performance Indicators and then
defined “healthy” versus “concern
levels.

”

* The auditor is required to report
these indicators to the governing
board at the time the audit is
presented.

NORTH CAROLINA
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Financial Performance
Indicators of Concern

* A Financial Performance Indicator of
Concern that is red is outside the
thresholds set by the LGC.

« All red performance indicators
require the government to submit a
response to the LGC regarding the
outcome of their audit and planned
actions.

NORTH CAROLINA
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Financial Performance
Indicators of Concern

* LGC developed samples of FPIC responses that
finance officers can use to draft responses.

* Instructions and sample response documents
are posted on our website at 2021 Audit
Review Process

* Responses are due to LGC 60 days after the
audit is presented to the governing board or
before a unit is included on the LGC agenda for
debt approval.

State and Local Government Finance Division
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Resources

LGC Staff (919)-814-4300

LGC Website Koo can

https://www.sog.unc.edu e /Ze;éo
oL !

www.nclm.org 4

Www.ncacc.org

https://www.gfoa.org/best-practices--resources

NORTH Ol
DAFRTMINT OF VAT TRIASRER
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Module 5

1. How often does the LGBFCA require each
local government to have an audit?

2. Who is responsible for selecting and
entering into a contract with a qualified
auditor?

3. Does the auditor have to present the
findings of the audit to the governing
board at a public meeting?

NORTH ROLIN
DLBRATMENT O

State and Local Government Finance Division
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Module 6:
Establishing a Debt Policy
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Establishing a Debt Policy

* Debt is a tool that can be used to
leverage available resources

* A mixture of debt and current
resources should be used to finance
projects

State and Local Government Finance Division
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Establishing a Debt Policy

* An unreasonable or heavy debt
burden will limit future opportunities
that a local government can take -
advantage of.

* A heavy debt burden may be \
evidenced by a ratio of General Fund /71{
Debt Service to General Fund Total P
Expenditures exceeding 15% or ,3\\ 1
exceeding that of similar units.

NORTH CAROLINA ! ivisi “DALER FatWRL A
State and Local Government Finance Division %‘z;, i
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Establishing a Debt Policy

* Debt service must be included in the
budget.

* LGC notifies local governments of debt
service obligations for the upcoming fiscal
year.

* Governing board should establish a debt
management policy.

* A debt policy will help the government
manage its finances and meet obligations.

State and Local Government Finance Division
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Establishing a Debt Policy

A well written debt policy should

include the following

1. Uses of debt (When should debt be
used?)

2. Types of debt permitted (What types
of debt should be used in different
situations? )

@ NORTH CAROLINA State and Local Government Finance Division
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Establishing a Debt Policy

3. Debt limitation (How much debt?)

4. Debt repayment (When should debt
be paid off and payments structured
over time?)

State and Local Government Finance Division

NOR] ROLI
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Resources

LGC Staff (919)-814-4300

LGC Website Koo can

https://www.sog.unc.edu e /Ze;éo
oL !

www.nclm.org 4

Www.ncacc.org

https://www.gfoa.org/best-practices--resources

NORTH CAROLINA
DEFKRIMNT OF VTATE TRIASVRER
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Module 6

1. What is a tool that can be used to leverage
available resources?

2. Does debt service have to be included in
the budget?

3. What is one thing a good debt policy
should include?

State and Local Government Finance Division
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Module 7:
Ethics and Conflicts of Interest
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Ethics & Conflicts of Interest

* Elected officials set a critical “tone at the
top” by considering the appearance as
well as the actual circumstances

surrounding their actions.

* NC law requires all governing boards to

adopt a policy containing a code of ethics

and receive ethics training within 12
months of being elected or reelected to

office.

State and Local Government Finance Division
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Ethics

* Honesty & Integrity -board members
should foster public trust in the board
among the community. Act
transparently.

* Impartiality & Respect -all issues and
all citizens should be handled with
fairness, impartiality and respect.

State and Local Government Finance Division

NORTH CAROLINA
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Ethics

* Fair & Equitable Treatment - board
members should never act in a way that
would result in preferential treatment.

* Effort - board members have an
obligation to faithfully perform duties.
 Accountability - board members should
accept responsibility for their personal

code of ethics.

NORTH CAROLINA
DLERATMENT OF STATE TRIASURER

RCCOUNTABILITY
| PRINCIPLES /77
\_INTEGRITY™,
. VALUES
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Conflicts of Interest

* A “conflict of interest” is a situation in which
a person may be getting or is perceived to
be getting a personal benefit from actions or
decisions they make in an official capacity.

 Avoid accepting gifts or favors that the
public may perceive as influencing the
awarding of a public contract.

* Avoid the use of confidential information for
personal gain.

@ NORTH CAROLINA State and Local Government Finance Division
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Resources

LGC Staff (919)-814-4300
LGC Website
https://www.sog.unc.edu

www.nclm.org
WWW.hcacc.or;

https://www.gfoa.org/best-practices--resources

@ NORTH CAROLINA State and Local Government Finance Division %"7’;‘““2
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Module 7

1. NClaw requires all elected officials to
receive ethics training within how many
months of being elected or reelected?

2. What is a situation called in which a person
may be getting a personal benefit from
actions or decisions they make in an official
capacity?

3. What kind of information should be avoided
for personal gain?

NORTH CAROLINA State and Local Government Finance Division
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Module 8:
Importance of Internal Controls
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Importance of Internal Controls

* “Stewardship” is the careful and
responsible management of something
that is entrusted into your care.

* Governing officials have a stewardship
responsibility to manage public money in a
careful, responsible way.

* It is the responsibility of the governing
board to make sure internal controls are in
place and working.

NORTH CAROLINA State and Local Government Finance Division
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Importance of Internal Controls

* Internal control policies and

procedures help protect assets and
ensure accountability.

* The LGC staff, auditor, or finance staff
can assist with setting up strong
internal controls.

* Memo for Small Governments (Memo

2015-15) on LGC website here .

NORTH CAROLINA State and Local Government Finance Division
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Importance of Internal Controls

Three objectives for internal controls
1. Reliability of financial reporting
2. Efficient and effective operations

3. Compliance with applicable laws and
regulations

State and Local Government Finance Division
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Importance of Internal Controls

Warning signs of internal control

problems

1. Missing or delayed financial audits.

2. Delayed or inaccurate bank and
other account reconciliations.

State and Local Government Finance Division
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Importance of Internal Controls

3. The board is not receiving accurate
monthly financial statements

4. Expenditures exceed authorized
budget on a regular basis

5. Sensitive documents are easily
accessible
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Importance of Internal Controls

Boards should implement strong

written policies for

1. Credit cards and procurement cards
(p-cards)

2. Petty cash and reconciliations

3. Cash receipts and deposits

@ NORTH CAROLINA State and Local Government Finance Division

DALE K. FOLWELL GPA

s e ot

@ NORTH CAROLINA

107

108

27



1/10/2022

Resources Module 8
1. What is the careful and responsible
LGC Staff (919)-814-4300 management of something that is
LGC Website entrusted into your care?
https://www.sog.unc.edu 2. What are policies and procedures that help
ility?

www.nclm.org protect assets and ensure accountability?
www.ncacc.org 3. What is one warning signs of internal

?
https://www.gfoa.org/best-practices--resources control problems.
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