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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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Responsibilities of Board Members
& Introduction to Local Government
Commission



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
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Importance of Responsibilities (GENERAL STATUTES

of Board Members OF
NoRTH CAROLINA

* Financial authority from the Local ANNOTATED

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

The Local Government Budget and Fiscal Control Act.
Part 1. Budgets.

§ 159-7. Short title; definitions; local acts superseded.

(a)  This Article may be cited as "The Local Government Budget and Fiscal Control
Act."
(b)  The words and phrases defined in this section have the meanings indicated when
. . . . . used in this Article, unless the context clearly requires another meaning.
[ ] C I I g rr] p | (I)  "Budget" is a proposed plan for raising and spending money for specified
r I t I Ca ro e I n Ove rS e e I n CO I a n Ce programs, functions, activities or objectives during a fiscal year.

(2)  "Budget ordinance" is the ordinance that levies taxes and appropriates
revenues for specified purposes, functions, activities, or objectives during

* Set expectations for employees to

(3)  "Budget year" is the fiscal year for which a budget is proposed or a budget

H rdi is adopted.
fOI IOW req u I re m e nts Of LO Ca I 4) :?D;Erllii\i?;"oicthc sum of money required to pay installments of

principal and interest on bonds, notes, and other evidences of debt

G Ove rn m e nt B u dget a n d Fisca | CO nt rol accruing within a fiscal year, to maintain sinking funds, and to pay

installments on debt instruments issued pursuant to Article 7A of this

A t Chapter or Chapter 159G of the General Statutes accruing within a fiscal
year.
C ‘ (5), (6) Repealed by Session Laws 1975, c. 514, 5. 2.
(7)  "Fiscal year" is the annual period for the compilation of fiscal operations,
as prescribed in G.S. 159-8(b).
(8)  "Fund" is a fiscal and accounting entity with a self-balancing set of

accounts recording cash and other resources, together with all related
liabilities and residual equities or balances, and changes therein, for the
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Local Government Budget and
Fiscal Control Act

LGBFCA sets forth r.equlrements for SUBCHAPTER I1I. BUDGETS AND FISCAL CONTROL.
local governments in areas such as: Article 3.

1. Bu d get S The Local Government Budget and Fiscal Control Act.

2. Fiscal Control
3. Borrowing Money
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Local Government Commission

SAFE DEPOSIT
VAULTS

. AMERICAN

e Established in 1931

e Staffed by Department of State
Treasurer
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Local Government Commission

* Composed of Nine Members
e State Treasurer, Dale Folwell is Chairman
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Local Government Commission

NORTH CAROLINA §
DEPARTMENT OF STATE TREASURER %

* Typically meets first Tuesday of the
month.

* Meetings can be live streamed at Local L e et i
Government Commission webpage. :

ALERT - CLICK HERE FOR PRESS RELEASES -

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

The Local Government Commission has
. . . (d)  The Local Government Commission has the authority to require any finance officer
a ut h O rlty u n d e r Ce rta I n CI rC u m Sta n Ces or any other employee who performs the duties of a finance officer to participate in training

related to the powers, duties, and responsibilities of the finance officer under any of the following
circumstances: (i) the Commission is exercising its authority under Article 10 of this Chapter

tO CO m pel IOca | gove rn m e ntS a n d p U b | ic with respect to the employing local government or public authority, (ii) the employing local

government or public authority has received a unit letter from the Commission due to a deficiency

a u t h O r i t i e S . in complying with this Chapter, (iii) the employing local government or public authority has an
° internal control material weakness or significant deficiency in the most recently completed
financial audit, or (iv) the finance officer fails to annually meet or attest to the minimum

H H H qualifications of the position, as established by the Local Government Commission. The
1 . TO re q u I re F I n a n C e Offl Ce r O r a nyo n e Commission may collaborate with the School of Government at the University of North Carolina,
the North Carolina Community College System, and other educational institutions in the State to

pe rformin g the duties of the Finance  develop and deliver the raining required by this subsection. When the Commission requires a

finance officer or other employee to participate in training as authorized in this subsection, the

H I H I Commission shall notify the finance officer or other employee and the employing local
Offl Ce r tO p a rt | C I p ate IN t ra NN g ( 1 5 9 ~  government or public authority of the required training. Upon completion of the required training
by the finance officer or other employee, the employing local government or public authority

25 d)_Ap p I ies to S peCifiC u n its as ::l:aigﬁi!:ll.amil. in writing, to the Commission proof that the training requirements have been
identified in the statute
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Local Government Commission

2. To require 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 government or public

Statute authority to contract with outside entities in accordance with the terms of subdivision (9) of
subsection (a) of this section if the local government or public authority has received a unit letter
from the Commission due to a deficiency in complying with this Chapter or the local government
or public authority has an internal control finding in the most recently completed financial audit.
(1971, ¢. 780, s. 1; 1973, c. 474, ss. 18-20; 1975, ¢. 514, 5. 10; 1987, c. 796, s. 3(5); 2016-84, s.
1; 2017-105, s. 1; 2019-19, 5. 6.2.)
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Local Government Commission

To impound the books and records
of local government and assume full
control of all its financial affairs (159-

181c) Under specific conditions

(c) The Local Government Commission shall have authority to impound the books and
records of any unit of local government or public authority and assume full control of all its
financial affairs (1) when the unit or authority defaults on any debt service payment or, in the
opinion of the Commission, will default on a future debt service payment if the financial
policies and practices of the unit or authority are not improved, or (ii) when the unit or
authority persists, after notice and warning from the Commission, in willfully or negligently
failing or refusing to comply with the provisions of this Chapter. When the Commission takes
action under this section, the Commission is vested with all of the powers of the governing
board as to the levy of taxes, expenditure of money, adoption of budgets, and all other financial
powers conferred upon the governing board by law. This subsection (¢) does not apply to
contractual obligations undertaken by a unit of local government in a debt instrument issued
pursuant to Chapter 159G of the General Statutes unless such debt instrument is secured by a
pledge of the faith and credit of the unit of local government.
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Resources

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

www.nclm.org

WWW.NCaccC.org
https://www.gfoa.org/best-practices--resource
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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?
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NORTH CAROLINA
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Module 2:
Budgets



| 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 Nayor: Susic Tee
and timely budget is a fundamental Herte e i
responsibility of a governing board. Manager: John Blusdevi

Clerk: Robin Wolfpack

* A well considered budget reflects the
priorities of the governing board.

STATE TREASURER OF NORTH CAROLINA

. « aa DALE R. FOLWELL, CPA
NORTH CAROLINA State and Local Government Finance Division % e

g %y,

o,
o %y
(¥ A
\ Eﬁ £5)
g 5
&o“%‘a



Budget Overview

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

development and adOptlon ) SUBCHAPTER III. BUDGETS AND FISCAL CONTROL.

Article 3.
The Local Government Budget and Fiscal Control Act.
Part 1. Budgets.
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Budget Overview

* The annual operating budget must be

balanced.

e Recurring revenues should equal EXPENDITURES REVENUE

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.
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Budget Overview

* The government has NO authority to
buy anything that is not budgeted.

* Such spending is illegal.

STATE TREASURER OF NORTH CAROLINA

. e DALE R. FOLWELL, CPA
NORTH CAROLINA State and Local Government Finance Division % Tt




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.

e Other governments may impose the
budget officer duty on any officer or
employee.
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Budget Officer

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

* The LGBFCA lays out key dates for
budget preparation

* Each governing board should have a
budget process and timeline

101.087,81 143.638,64|
8.466,82 1697967
0,00

50.288,56
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Budget Preparation and
Calendar

e Governing board should play a key role in
the budget preparation process

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

101.087,81 143.638,64|
8.466,82 1697967
0,00

50.288,56

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

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

* Budgeting priorities this year may
impact the government for years to
come.
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Budget Preparation and
Calendar

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

* [t is proper to post operating expenses
across several funds if all of the funds
are benefitting from the expense.

e Use a reasonable allocation basis, such
as square footage.
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Budget Preparation and
Calendar

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

— o—
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Budget Preparation and
Calendar

* “Fund balance” — Accounting term. * “Fund balance Available” — Statutory
e Accounting equation: term usgd only in NC.
Assets - Liabilities = Equity * 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

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

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

Uses fiscal year.
e Some of this amount will be * FBA should not be used for recurring
restricted for specific amounts like expenses, like payroll or benefits.
Powell Bill. e FBA is only a portion of total fund
balance
%@% NORTH CAROLINA State and Local Government Finance Division DRI e

% . %



Understanding Fund Balance

e Unassigned fund balance is like a
savings account.

e Governments need sufficient cash for
emergencies.

* Governments should develop a fund
balance policy and adhere to it when
taking budget actions.
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Understanding Fund Balance

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

* The myth of 8%.

 Annual Cash and Fund Balance
Available memos can be found here.
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Budget Preparation and
Calendar

* January-April

May/June

Budget Workshops, Public
Hearings & Budget Adoption

July — September

Year End Review

* Budget workshops

 Estimation of current and next
years’ revenues and expenditures.

March — May

Budget Preparation

January/February

Mid Year Review
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Budget Preparation and
Calendar

May/June

 April 30-Date for department heads to ——
submit requests to budget officer. e

* June 1-Budget ordinance must be
presented to board.

March — May

* July 1-Budget ordinance must be
adopted. s

Mid Year Review
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BUDGET ORDINANCE FOR 2020-2021
CITY OF DOGWOOD

.
B BE IT ORDAINED by the City Council of the City of Dogwood, North
Carolina:

Section 1: The following amounts are hereby appropriated for the operation of
the City Government and its activities for the Fiscal Year beginning July 1, 2020, and
ending June 30, 2021 in the General Fund:

GENERAL FUND EXPENDITURES

Governing Board $ 29,580
Administration 334,140
Planning and Zoning 80,995
Environmental Protection 160,800
Transportation/Public Works 181,885
Park and Recreation 197.600

The budget ordinance is the legal

Section 2: It is estimated that the following revenue will be available in the
General Fund for the fiscal year beginning July 1, 2020, and ending June 30, 2021:

docu ment that GENERAL FUND REVENUE

Ad Valorem Tax $ 460,671

Vehicle Tax 22,000

Lease Tax 5,000

. . Sales and Use Tax 103,500

1. Estimates operating revenues
. Electricity Sales Tax 70,700
Telecommunication Sales Tax 12,852

Piped Natural Gas Sales Tax 1,477

° ° Powell Bill Fund 35,000

2 E t b | h t h t t d Video Programming Tax 15,000
. S a I S e S a u O rI y O S p e n Planning and Zoning Fees 10,000
Garbage Collection Fees 148,166

. . . . . Solid Waste Disposal Fees 1,200

ublic monies via appropriations

p p p p Building Permit Fees 70,000

Interest Income 9.000

TOTAL $ 985,000

.
3 . Lev I e S a d Va | O re I I l ta Xe S Section 3: There is hereby levied a tax rate of .1175 per $100 of the assessed

value as listed for taxes as of January 1, 2020 for the purpose of raising the revenue listed
as Ad Valorem in the General Fund in the Revenues section of this ordinance.
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Budget Ordinance

* Budget ordinance must appropriate
required amount for debt service.

* A contingency appropriation cannot
be more than 5% of the total fund
budget.
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This rate is based on a total valuation of property for the purposes of taxation of

$47,391,667 and an estimated rate of collection of 94.0%. The estimated rate of

B u d e t O r d i n a n C e collection is based on the fiscal 2020-2021 collection rate of 96.4%.

g . The City Manager or a designee is hereby authorj

appropriations as containe itions:
a) Transfers between line item expenditures within a department without limitation

and without a report being required. These changes must not result in increases in

recurring obligations such as salaries.

b) Transfers up to $1,000 between departments, including contingency
appropriations, within the same fund. The budget officer must make an official
report on such transfers at the next regular meeting of the Governing Board.

¢) All transfer between funds require prior approved by the Governing Board in an
amendment to the Budget Ordinance

To have a legally set ad valorem tax rate
Section 13: The City Manager or a designee may make cash advances between funds
H for periods not to exceed 60 days without reporting to the Governing Board. Any
t h e b u d g et m u St I n C I u d e : advances that extend beyond 60 days must be approved by the Board. All advances that
will be outstanding at the end of the fiscal year must be approved by the Board.

1 ° Ta X ra t e Section 14: Copies of this Budget Ordinance shall be furnished to the Clerk to the
Governing Board and to the Budget Officer and Finance Officer to be kept on file by

. them for their direction in the disbursement of funds.
2. Valuation

Adopted this day of June, 2020

3. Expected collection percentage

City of Dogwood Mayor City of Dogwood Clerk
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This rate is based on a total valuation of property for the purposes of taxation of
$47,391,667 and an estimated rate of collection of 94.0%. The estimated rate of
collection is based on the fiscal 2020-2021 collection rate of 96.4%.

B u d g e t O r d I n a n C e ( Section 12: The City Manager or a designee is hereby authorized to transfer \

appropriations as contained herein under the following conditions:

a) Transfers between line item expenditures within a department without limitation
and without a report being required. These changes must not result in increases in
recurring obligations such as salaries.

Transfers up to $1,000 between departments, including contingency
appropriations, within the same fund. The budget officer must make an official
report on such transfers at the next regular meeting of the Governing Board.

¢) All transfer between funds require prior approved by the Governing Board in an
K amendment to the Budget Ordinance

b

=

Section 13: The City Manager or a designee may make cash advances between funds

e Budget ordinance should include
H H H for periods not to exceed 60 days without reporting to the Governing Board. Any
I n St r u Ct I O n S to St a ff S u C h a S a u t h O r I ty advances that extend beyond 60 days must be approved by the Board. All advances that
. . . . will be outstanding at the end of the fiscal year must be approved by the Board.
to transfer appropriations within a
o . . Section 14: Copies of this Budget Ordinance shall be furnished to the Clerk to the
fu n d u p to a C e rta I n | I m I t . Governing Board and to the Budget Officer and Finance Officer to be kept on file by

them for their direction in the disbursement of funds.

Adopted this day of June, 2020

City of Dogwood Mayor City of Dogwood Clerk
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BUDGET ORDINANCE FOR 2020-2021
CITY OF DOGWOOD

BE IT ORD.! wood, North

Budget Ordinance

Section 1: The following amounts are hereby appropriated for the operation of
the City Government and its activities for the Fiscal Year beginning July 1, 2020, and
ending June 30, 2021 in the General Fund:

AL FUND EXPENDITURES

A 334,140
Planning and Zoning 80,995
Environmental Protection 160,800
Transportation/Public Works 181,885
Park and Recreation 197.600
TOTAL S 985,000

 An annual o perating bud get Geton 2 i sttt he llning e will b vl e

General Fund for the fiscal year beginning July 1, 2020, and ending June 30, 2021:

ordinance typically covers a period v

Vehicle Tax 22.000
Lease Tax 5,000

Sales and Use Tax 103,500

rom July O June . ine Tax o175
Electrie ales Tax 70.700

Telecommunication Sales Tax 12.852

Piped Natural Gas Sales Tax 1,477

Powell Bill Fund 35,000

Video Programming Tax 15,000

Planning and Zoning Fees 10,000

Garbage Collection Fees 148,166

Solid Waste Disposal Fees 1,200

Golf Cart Registration Fees 3,700

Building Permit Fees 70,000

Interest Income 9.000

TOTAL S 985,000

Section 3: There is hereby levied a tax rate of .1175 per $100 of the assessed
value as listed for taxes as of January 1, 2020 for the purpose of raising the revenue listed
as Ad Valorem in the General Fund in the Revenues section of this ordinance.
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. 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 Mayor: Susie Tarhel

Mayor Pro Tem: Fred Deacon
clerk.

Manager: John Bluedevil

Clerk: Robin Wolfpack
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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
gives notice of a public hearing.
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Budget Adoption Process

* A public hearing is scheduled and
publicized.

* Anyone wishing to speak concerning
the budget is given an opportunity to
speak.
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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. 10 DAYS TU GU
* The board may make changes to the

budget before or after the budget v

hearing.
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_ 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 Mayor: Susic Tarhee
officer, budget officer and clerk within Mayor Pro Temy: Fred Deacon
five days of adoption Manage: Jobn Blusdev

Clerk: Robin Wolfpack
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INTERIM BUDGET ORDINANCE FOR 2020-2021
CITY OF DOGWOOD

L]
I n t e r I I I I B u d g et BE IT ORDAINED by the City Council of the City of Carolina, North Carolina, that

pursuant to G.S. 159-16:

Section 1: The following amounts are hereby appropriated in the General Fund for the
operation of the county government and its activities for the month of July, 2021 in
accordance with the chart of accounts heretofore established for this City:

Governing Board $ 2,465
Administration 27,845
Planning and Zoning 6,750
Environmental Protection 13,400
Transportation/Public Works 15,157
Park and Recreation 16,467

* |If a budget cannot be adopted by July oo St

Section 2: The City Administrator, as Budget Officer is hereby authorized to transfer

1 a n i nte ri m b u d get m u St b e p a S S e d . appropriations as contained herein under the following conditions:

a. Transfers between line item expenditures within a department without limitation
and without a report being required. These changes must not result in increases in
recurring obligations such as salaries.

* Dis b ursements cannot b e ma d e a fte r T PP S———————

within the same fund and must make an official report on such transfers at the next
regular meeting of the City Council.

June 30 without an approved annual o 7 The iy Aditr, o s Ot i ke s s

between funds for periods not to exceed 60 days with the approval of the City Council.

L] L]
b u d et O r I n t e r I m b u d et Section 8: Copies of this Interim Budget Ordinance shall be furnished to the Clerk to
. the City Council and to the Budget Officer and Finance Officer to be kept on file by them

for their direction in the disbursement of funds.

City of Dogwood Mayor City of Dogwood Clerk

STATE TREASURER OF NORTH CAROLINA

. « aa DALE R. FOLWELL, CPA
NORTH CAROLINA State and Local Government Finance Division % e




INTERIM BUDGET ORDINANCE FOR 2020-2021
CITY OF DOGWOOD

.
I n t e r I I I I B u d g et BE IT ORDAINED by the City Council of the City of Carolina, North Carolina, that

pursuant to G.S. 159-16:

Section 1: The following amounts are hereby appropriated in the General Fund for the
operation of the county government and its activities for the month of July, 2021 in
accordance with the chart of accounts heretofore established for this City:

Governing Board $ 2465

Administration 27,845

Planning and Zoning 6,750

. . . . Environmental Protection 13,400

Transportation/Public Works 15,157

* Property taxes are not levied in an interim A

Total appropriations $82,084

b u d g e t . Section 2: The City Administrator, as Budget Officer is hereby authorized to transfer

appropriations as contained herein under the following conditions:

a. Transfers between line item expenditures within a department without limitation

* Interim budgets should be used rarely for e AT e o, T g o o

b. Transfers up to $1,000 between departments, including contingency appropriations,

t h e S h O rte St p O S S i b I e t i m e . :li;ili:rtﬁlee:irzg fﬁg:‘ggéﬁﬂiﬁe an official report on such transfers at the next

Section 7: The City Administrator, as Budget Officer may make cash advances
between funds for periods not to exceed 60 days with the approval of the City Council.

* When the final budget is adopted, the o S S e sl e i e
expenditures incurred during the interim
budget will be included in the final
budget. Gy Do G o

STATE TREASURER OF NORTH CAROLINA

DALE R. FOLWELL, CPA

NORTH CAROLINA . o
State and Local Government Finance Division %27 -
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CAPITAL IMPROVEMENT PROJECT ORDINANCE

BUdget Prepa ration and CITY OF DOGWOOD

BE IT ORDAINED by the City Council of the City of Dogwood, North Carolina
that, pursuant to Section 13.2 of Chapter 159 of the General Statutes of North Carolina,
the following capital project ordinance is hereby adopted:

C a I e I l d a r Section 1: The project authorized is the construction of a wastewater treatment

plant to be financed by the sale of general obligation bonds, a federal grant, and reserves.

Section 2: The officers of this unit are hereby directed to proceed with the capital
project within the terms of the bond resolution, grant documents, and the budget
contained herein.

Section 3: The following amounts are appropriated for the project:

PROJECT ORDINANCE APPROPRIATIONS

* Governing boards can use a capital ~ b
reserve fund as method for saving L ——
money for capital projects. moncromeciEE

* Boards would need to adopt a capital S e

TOTAL $1,650,000

project ordinance before funds are il e bkl B

Project Fund sufficient specific detailed accounting records to satisfy the requirements of the
grantor agency. the grant agreements, and federal regulations. The terms of the bond

S p e n t resolution also shall be met.
.

Section 6. Funds may be advanced from the General Fund for the purpose of making
payments as due. Reimbursement requests should be made to the grantor agency in an
orderly and timely manner.

* A capital reserve fund is for saving funds el

financial status of cach project element in Section 3 and on the total grant revenues received
I or claimed.
only.

STATE TREASURER OF NORTH CAROLINA

. « aa DALE R. FOLWELL, CPA
NORTH CAROLINA State and Local Government Finance Division % s




CAPITAL IMPROVEMENT PROJECT ORDINANCE
CITY OF DOGWOOD

Budget Preparation and T,

that, pursuant to Section 13.2 of Chapter 159 of the General Statutes of North Carolina,
the following capital project ordinance is hereby adopted:

< a | e n d a r Section 1: The project authorized is the construction of a wastewater treatment
plant to be financed by the sale of general obligation bonds, a federal grant, and reserves.
Section 2: The officers of this unit are hereby directed to proceed with the capital

project within the terms of the bond resolution, grant documents, and the budget
contained herein.

Section 3: The following amounts are appropriated for the project:

PROJECT ORDINANCE APPROPRIATIONS

Capital Project Fund should include: Lo '
1. Purpose of fund; kg bt e e

PROJECT ORDINANCE REVENUE

2. Approximate period of time for fund; R i

Investment Eamings 29,200
Transfer from Wastewater Treatment
Capital Reserve Fund 20.800

3. Approximate amount of funds rssom

Section 5. The Finance Officer is hereby directed to maintain within the Capital

needed for the project; and ot e A A et T S v

grantor agency, the grant ag and federal regs The terms of the bond
resolution also shall be met.

4. Source from which monies will be o 25 i b e e Gl oo o of kg

orderly and timely manner.

.
d e r‘ I Ve d Section 7. The Finance Officer is directed to repont, on a quarterly basis, on the
. financial status of cach project clement in Section 3 and on the total grant revenues received
or claimed.

STATE TREASURER OF NORTH CAROLINA

DALE R. FOLWELL, CPA

NORTH CAROLINA . o
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Budget Amendments

* The budget can be amended at any
time as long as it stays balanced.

* Budget amendments must be made
prior to obligating funds in excess of
budgeted appropriations.

STATE TREASURER OF NORTH CAROLINA

DALE R. FOLWELL, CPA

NORTH CAROLINA . o
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Budget Amendments

* The board has no authority to spend
monies that are not budgeted

STATE TREASURER OF NORTH CAROLINA

. L. DALE R. FOLWELL, CPA
NORTH CAROLINA State and Local Government Finance Division % s
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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

2. The board is directed to do so by the
courts or an authorized state agency

STATE TREASURER OF NORTH CAROLINA

: Co DALE R. FOLWELL, CPA
G2 NORTH CAROLINA State and Local Government Finance Division % Tt




Budget Amendments e

BE IT ORDAINED by the Governing Board of the City of Dogwood, North
Carolina, that the following amendment is made to the annual budget ordinance for the
fiscal year ending June 30, 2020:

Section 1: To amend the General Fund, the appropriations are to be changed as

follows:
Administration $9.814
P-Ianning an_d Zoning : 25,672
* A budget amendment can be adopted D ool g
o TOTAL $2.888 $35.486
a t a re g u I a r m e et I n g a n d d O e S n Ot Section 2: To amend the General Fund, the estimated revenues are to be changed
as follows:
need a public hearing. - e e
Current Year’s Property Taxes $32.398
Investment Income 200
TOTAL S0 $32.598

The budget office has performed a thorough analysis of property taxes for the vear and
has determined that actual collections will exceed current budget by at least $32,398. We
are therefore recommending that current year’s property tax revenue estimate be
amended as indicated.

The budget office has also reviewed interest earnings and due to higher than estimated
market rates actual investment income is estimated to exceed current budget by at least
$200.

Section 3: Copies of this budget amendment shall be furnished to the Clerk of the
Governing Board, and to the Budget Officer and the Finance Officer for their direction.

STATE TREASURER OF NORTH CAROLINA

DALE R. FOLWELL, CPA

NORTH CAROLINA . o
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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

This rate is based on a total valuation of property for the purposes of taxation of
$47,391,667 and an estimated rate of collection of 94.0%. The estimated rate of
collection is based on the fiscal 2020-2021 collection rate of 96.4%.

( Section 12: The City Manager or a designee is hereby authorized to transfer \
appropriations as contained herein under the following conditions:
a) Transfers between line item expenditures within a department without limitation
and without a report being required. These changes must not result in increases in
recurring obligations such as salaries.
Transfers up to $1.000 between departments, including contingency
appropriations, within the same fund. The budget officer must make an official
report on such transfers at the next regular meeting of the Governing Board.
¢) All transfer between funds require prior approved by the Governing Board in an

b

—

k amendment to the Budget Ordinance

Section 13: The City Manager or a designee may make cash advances between funds
for periods not to exceed 60 days without reporting to the Governing Board. Any
advances that extend beyond 60 days must be approved by the Board. All advances that
will be outstanding at the end of the fiscal vear must be approved by the Board.

Section 14: Copies of this Budget Ordinance shall be furnished to the Clerk to the
Governing Board and to the Budget Officer and Finance Officer to be kept on file by
them for their direction in the disbursement of funds.

Adopted this day of June, 2020

City of Dogwood Mayor City of Dogwood Clerk

DEPARTMENT OF STATE TREASURER

“fﬁ"ﬁa 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.NCacCc.org

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

STATE TREASURER OF NORTH CAROLINA

DALE R. FOLWELL, CPA
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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?

STATE TREASURER OF NORTH CAROLINA

. « aa DALE R. FOLWELL, CPA
NORTH CAROLINA State and Local Government Finance Division % e
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NORTH CAROLINA
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STATE AND LOCAL GOVERNMENT FINANCE DIVISION

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

~




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.

STATE TREASURER OF NORTH CAROLINA

DALE R. FOLWELL, CPA
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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 guestions the
board might have.

STATE TREASURER OF NORTH CAROLINA

DALE R. FOLWELL, CPA
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SAMPLE

AGREEMENT BETWEEN THE CITY OF DOGWOOD

CO nt 'a Cte d Th | rd - pa rty BOO kkee p er AND A THIRD-PARTY BOOKKEEPER

THIS AGREEMENT, is made and entered into this ____ day of ,20__ by
and between Degwood, Morth Carolina (the "City™) party of the first part; and
(the "Provider"), party of the second pard:

WITNESSETH:

For the purpose and subject to the terms and conditions hereinafter set forth, the City hereby
contracts for the services of the Provider, and the Provider agrees to provide the senvices to the City

* If the unit has a third-party bookkeeper, s sl e

I. SERVICES TO BE PROVIDED BEY PROVIDER

then monthly reporting should be required " aiesae

1. Aftend beard meeting (at least one each month) fo answer questions about the
monthly financial reporis presented to the board — budget te actual report, cash

i n t h e C O nt r- a Ct . balances, expenditures, status of bank and other account reconciliations.

B. Ongoing Monthly General Accounfing Duties
1. Accounts payable (bills to ke paid on the 15" and 30" of each month).
° A | . | d I t h t t t . | | (R);wce?r ap_npro\;ed |nutégm Td p!'lep:rekt;he;ks for;_u'layor 'Tlnbc.!e';r;?nc;
SO, InClude language that contractor wi S bisces 2B s e o o vt e eI,
. . . . . 2. Prepa_re monthly financial reports to the governing bnartl and city staff )
not be paid if timely and accurate financial LR om0 bt et s s oo
balances for all bank accounts should also be included with monthly
t t . d d t t h b d i'lumjaﬁqn. An execufive summary narrafive should accempany the reporis
that highlight nd nditure trends and al
reports are not provided to tne boara. W Ao evenie and expendiure trends nd any s o
Recommend budget amendments when necessary.
File required financial reperts and cerifications timely and accurately to the

¢ A S a m p I e CO nt ra Ct fo r a t h i rd = p a rty 5. g‘lt:::hell;galﬁfﬁammenl reconciliations completed by the 15" of the

subsequent month with backup requested by the Finance Officer including,

bl

b kk . b . h pMnMIimﬂeq,113GenelalLe@gﬂrlr‘ialhglanoﬂ,dncumenlalinnolreconniled
Oookkeeper IS on our website here. e st oo sr

end of the subseqguent month.

STATE TREASURER OF NORTH CAROLINA

DALE R. FOLWELL, CPA

NORTH CAROLINA . o
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Finance Officer

§ 159-29. Fidelity bonds.

(a) The finance officer shall give a true accounting and faithful performance bond with
sufficient sureties in an amount to be fixed by the governing board, not less than fifty thousand
dollars ($50,000). The premium on the bond shall be paid by the local government or public
authority.

M M H (b) Each officer, employee, or agent of a local government or public authority who

¢ LG B FCA re q u I re S t h e fl n a n Ce Offl Ce r b e handles or has in his custod? r:cre lhangcne hundred doﬁars ($100.00) gf the unit's Dr}];ublic
authority's funds at any time, or who handles or has access to the inventories of the unit or

b 0 n d e d fo r at I e a St S 5 O OOO public authority, shall, before being entitled to assume his duties, give a faithful performance

) ° bond with sufficient sureties payable to the local government or public authority. The

governing board shall determine the amount of the bond, and the unit or public authority may
pay the premium on the bond. Each bond, when approved by the governing board, shall be

* Units should have adequate coverage Geposted it e clrk o boar

If another statute requires an officer, employee, or agent to be bonded, this subsection does
d M h M M not require an additional bond for that officer, employee, or agent.
a n n Ot J u St t e m I n I m u m . (c) A local government or public authority may adopt a system of blanket faithful
performance bonding as an alternative to individual bonds. If such a system is adopted,
. . . statutory requirements of individual bonds, except for elected officials and for finance officers
® Th b d f h p f h and tax collectors by whatever title known, do not apply to an officer, employee, or agent
I S O n I S O r t e rOte Ct I O n O t e covered by the blanket bond. However, although an individual bond is required for an elected
official, a tax collector, or finance officer, such an officer or elected official may also be
I O Ca I gove r n m e nt R included within the coverage of a blanket bond if the blanket bond protects against risks not

protected against by the individual bond. (1971, c. 780, s. 1; 1975, c. 514, s. 14; 1987 (Reg.
Sess., 1988), c¢. 975, 5. 32; 2005-238, 5. 2.)

STATE TREASURER OF NORTH CAROLINA

DALE R. FOLWELL, CPA

NORTH CAROLINA . o
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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 TREASURER OF NORTH CAROLINA

DALE R. FOLWELL, CPA

(#5%) NORTH CAROLINA | o
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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.

STATE TREASURER OF NORTH CAROLINA

DALE R. FOLWELL, CPA
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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.

GENERAL FUND

TOP 10 TAXPAYERS OUTSTANDING '19 BAL. (PRINCIPAL)

PM RESTAURANT HOLDINGS, LLC 5141
DODGE CITY STEAKHOUSE, LLC 4,308
TWO RIVERS WILKESBORO, LLC 2,676
AARON SALES & LEASE *C1297 1,981
WINEBARGER, STEPHANIE RENEE 1,777
TRIPLETT, CAROL A 1,409
CAROLINA'S BEST AUTOMOTIVE 1,408
PENNINGTON, ANGELA DENAE 1,000
GMINIINVESTMENTS, INC. 917
MILLER, CILFTON 868

$ 21,4384

ACTUAL ANNUAL ACTUAL Y-T-D %
REVENUES FY *18/19 BUDGET TO DATE COLLECTED
CURRENT YEAR LEVY OF PROPERTY TAXES $ 3,078,833 3,210,000 $ 2,315,109 2%
MOTOR VEHICLE TAXES 245,850 240,000 148,280 62%
UTILITIES FRANCHISE TAXES 592,400 635,000 297,025 47%
LOCAL OPTION SALES TAXES 1,183,473 1,150,000 643,849 56%
FUND BALANCE APPROPRIATED - 339,500 - 0%
ALL OTHER REVENUES 1,343,384 1,283,000 716,219 56%
TOTAL $ 6,443,941 6,857,500 $ 4,120,483 60%
ACTUAL ANNUAL ACTUAL Y-T-D %
EXPENDITURES FY '18/19 BUDGET TO DATE SPENT
GOVERNING BODY $ 348,909 302,500 $ 138,490 46%
ADMINISTRATION 796,621 778,500 432,445 56%
INSURANCE 904,496 1,106,000 556,043 50%
PUBLIC BUILDINGS 360,636 691,000 227,524 33%
POLICE 1,521,720 1,587,000 785,560 49%
FIRE 812,712 898,500 367,996 41%
PLANNING 396,071 408,500 122,424 30%
STREETS & HIGHWAYS 412,894
SANITATION 223,233 276,500 111,065 40%
RECREATION 295,354 497,000 147,557 30%
DEBT SERVICE 262,338 312,000 60,352 19%
TOTAL $ 6,334,984 6,857,500 $ 2,949,456 43%
‘Without Debt Serv: 44%
Y-T-D FUND BALANCE INC (DEC) $ 108,956 $ 1,171,027
PROPERTY TAX COLLECTION % 2019 2018 2017 2016
(NOT INCL. AUTOS) TBD 96.53% 98.18% 97.87%
OUTSTANDING BALANCE -2019 PROPERTY TAXES $ 32,747
OUTSTANDING BALANCE -2010-19 PROPERTY TAXES (Top Ten) $ 41,085

HEALTH BENEFIT ANALY SIS

BUDGET YTD
GEN.FUND  § 900,000 $ 383,426
WIS FUND 660,000 314,565
RETIREES 80,000 68,414
TOTAL $ 1,640,000 $ 766,405
% BUDGET 47%

DEPARTMENT OF STATE TREASURER

NORTH CAROLINA State and Local Government Finance Division

STATE TREASURER OF NORTH CAROLINA

DALE R. FOLWELL, CPA
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GENERAL FUND

ACTUAL ANNUAL ACTUAL Y-T-D %
REVENUES FY 18119 BUDGET TO DATE COLLECTED
CURRENT YEAR LEVY OF PROPERTY TAXES s 3078838 3210000 S 2315109 72%
. . MOTOR VEHICLE TAXES 245850 240,000 148,280 62%
UTLLITIES FRANCHISE TAXES 592,400 635,000 207,025 47%
O n y I n a n C I a e p O r S LOCAL OPTION SALES TAXES 1183.473 1,150,000 643849 56%
FUND BALANCE APPROPRIATED : 339,500 : 0%
ALL OTHER REVENUES 1,343,384 1,283,000 716219 56%
TOTAL § 6443941 5,857,500 5 4,120,483 60%
ACTUAL ANNUAL ACTUAL Y-T-D %
EXPENDITURES FY 18119 BUDGET TO DATE SPENT
GOVERNING BODY s 248909 302500 § 138,490 6%
ADMINISTRATION 796,621 778,500 432,445 56%
INSURANCE 904,46 1,106,000 556,043 50%
. . PUBLIC BUILDINGS 360,636 691,000 227,524 33%
e Explanations for unusual transactions or = “Saie " 506500 wees  am
p FIRE 812712 898,500 367,996 41%
PLANNING 396,071 408,500 122,424 30%
STREETS & HIGHWAYS 412,894
a m O u nts t h at a re Ove r u n d e r SANITATION 223233 276,500 111,065 40%
RECREATION 295,364 497,000 147,557 30%
. . DEBT SERVICE 262338 312,000 60,352 19%
TOTAL S 6334984 5867500 5 2949,456 3%
performing against the budget.
Y-T-D FUND BALANCE INC (DEC) $ 108,956 $ 1,171,027
PY LG C Staff h ave sam p I e te m p | ate S PROPERTY TAX COLLECTION % 2019 2018 2017 2016
. {NOT INCL. AUTOS) T8D 96.53% 98.18% o7 87%
OUTSTANDING BALANCE -2019 PROPERTY TAXES s s247
OUTSTANDING BALANCE - 2010-19 PROPERTY TAXES (Top Ten) $ 41,085

o G Ove rn i ng boa rd S s h O u I d a Iways kn Ow TOP 10 TAXPAYERS OUTSTANDING '19 BAL. (PRINCIPAL)

PM RESTAURANT HOLDINGS, LLC 5141

e e DODGE CITY STEAKHOUSE, LLC 4,308

the financial state of government G AR s Lo
® AARON SALES & LEASE *C1297 1,981

WINEBARGER, STEPHANIE RENEE 1,777

TRIPLETT, CAROL A 1,409

PY A k M M CAROLINA'S BEST AUTOMOTIVE 1,408
S q u eS IO n S a n O OW u p WI e PENNINGTON, ANGELA DENAE 1,000

GMINI INVESTMENTS, INC. 917

MILLER, CILFTON 868

Finance Officer until you understand. e

HEALTH BENEFIT ANALY SIS

BUDGET YTD
GEN.FUND  § 900,000 $ 383,426
WIS FUND 660,000 314,565
RETIREES 80,000 68,414
TOTAL $ 1,640,000 $ 766,405
% BUDGET 47%
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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.

STATE TREASURER OF NORTH CAROLINA
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Resources

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

www.nclm.org

WWW.NCacCc.org

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

STATE TREASURER OF NORTH CAROLINA
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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?

STATE TREASURER OF NORTH CAROLINA

DALE R. FOLWELL, CPA
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Module 4:
Preaudits & Disbursements



Preaudit and Disbursements

(al)  Preaudit Requirement. — If an cbli;galion is reduced to a written contract or written

® N CGS 159-28 req u i res the Fi n a n Ce Office r to agreement requiring the payment of money, or is evidenced by a written purchase order for

supplies and materials, the written contract, agreement, or purchase order shall include on its

p rea u d it Ob | igatio nS to ma ke S u re they a re face a certificate stating that the instrument has been preaudited to assure compliance with

subsection (a) of this section. The certificate, which shall be signed by the finance officer, or

b u dgeted B E FO R E a ny CO m m it m e nt is m a d e . ::gsli:l:il:ﬁyf;:?:ﬁca,?:‘;e;og?rOWd for this purpose by the governing board, shall take

"This instrument has been preaudited in the manner required by the Local Government
Budget and Fiscal Control Act.

* The preaudit ensures that no obligation is S
. . . ignature of finance o icer)." o o )
I n CU rred Wlth O ut be I ng b u dgeted a n d u n I eSS (a2)  Failure to Preaudit. — An obligation incurred in violation of subsection (a) or (al) of

this section 1s invalid and may not be enforced. The finance officer shall establish procedures to
assure compliance with this section, in accordance with any rules adopted by the Local

fu n d S a re ava i I a b I e . Government Commission.

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

STATE TREASURER OF NORTH CAROLINA

DALE R. FOLWELL, CPA

“$%) NORTH CAROLINA i ivisi
Dy State and Local Government Finance Division %ZZ@%M

“/ DEPARTMENT OF STATE TREASURER




Preaudit and Disbursements

* |f a unit fails to perform the preaudit
process the contract or purchase order is
void.

* Finance officer can be held personally
liable for payments made against a void
agreement.

* Before an obligation is made the Finance
Officer must guarantee there are
sufficient funds in the budget and in the
bank.
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Preaudit and Disbursements

* Governing boards must ensure this
process takes place.

e 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
budget
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Preaudit and Disbursements

Governing boards must create a culture
where the preaudit process is
consistently performed.
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Resources

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

www.nclm.org

WWW.NCacCc.org

https://www.gfoa.org/best-practices--resources
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Module 4

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?
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Module 5:
Annual Audit Process



Annual Audit Process

* LGBFCA requires each local
government and public authority to
have an audit annually by an
independent certified public
accountant.

* The auditor performs various audit
procedures to examine the unit’s
accounts.
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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)

STATE TREASURER OF NORTH CAROLINA
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Annual Audit Process

Unmodified opinion is not:
1. Everything is 100% correct
2. A guarantee there has been no fraud

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

* Report on internal controls may include:

Internal

1. Material weaknesses Controls

2. Significant deficiencies

e Statutory or compliance violations may
be disclosed in the notes to the financial
statements.
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Annual Audit Process

e 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
Proposal (RFP) periodically for an auditor.
Consider this practice every 3-5 years.
See our resources here.
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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.
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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.

O,

A \ IIIIIIII

* Governing Boards should feel free to ask
qguestions.

* Governing boards must understand the '
information being presented at a high J-ﬁ;____ r@-ﬁ

level.
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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;

e 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”.
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Financial Performance

Indicators e iy bogvood p—
* LGC developed a list of Financial
Performance Indicators and then pmmt— [T e
defined “healthy” versus “concern” .
|eve|S. w200 80 w0 —
* The auditor is required to report ek RatioWater and Sewer
these indicators to the governing -
board at the time the audit is e .] “: I
presented. " I
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Financial Performance
Indicators of Concern

=i Name. T ity of Gogwood |
Unit Number: | 501000 -;_“:‘ i
* A Financial Performance Indicator of - U
Concern that is red is outside the - i-_ pe—— T
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.

Quick Ratio-Water and Sewer

£Qual or greater
Q. . 084
- —— than L
——
B0 X0 w0

L0
oo
o
100
ase
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Financial Performance
Indicators of Concern

* LGC developed samples of FPIC responses that = s

finance officers can use to draft responses. o NN
* Instructions and sample response documents — == |

are posted on our website at 2021 Audit T

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.
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Resources

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

www.nclm.org

WWW.NCacCc.org

https://www.gfoa.org/best-practices--resources
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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?
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Establishing a Debt Policy



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
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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 //‘ '
2

Debt Service to General Fund Total

7

Expenditures exceeding 15% or L
exceeding that of similar units.
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Establishing a Debt Policy

e 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.
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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? )

STATE TREASURER OF NORTH CAROLINA
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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?)
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Resources

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

www.nclm.org

WWW.NCacCc.org

https://www.gfoa.org/best-practices--resources
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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?
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Ethics & Conflicts of Interest 160056 Lo ovrnog s cdeof i

(a) Governing boards of cities, counties, local boards of education, unified governments,
sanitary districts, and consolidated city-counties shall adopt a resolution or policy containing a
code of ethics to guide actions by the governing board members in the performance of the
member’s official duties as a member of that governing board.

(b) The resolution or policy required by subsection (a) of this section shall address at least
all of the following:

(1) The need to obey all applicable laws regarding official actions taken as a board

e e .. e 7 member. ] ) ) .
(] Elected OffICIa |S Set a Crltlcal tone at the (2) ?&?C:ud to uphold the integrity and independence of the board member's
(3)  The need to avoid impropriety in the exercise of the board member's official

top” by considering the appearance as

(4)  The need to faithfully perform the duties of the office.
1 (5)  The need to conduct the affairs of the governing board in an open and public
We I I a S t h e a Ct u a I C I rc u m Sta n C e S manner, including complying with all applicable laws governing open meetings
S u r‘ ro u n d i n g t h e i r a Ct i O n S and public records. (2009-403, s. 1.)

§ 160A-87. Ethics education program required.
(a) All members of governing boards of cities, counties, local boards of education, unified
governments, sanitary districts, and consolidated city-counties shall receive a minimum of two

® N C I a W re q u i re S a I I gove r n i n g b O a rd S to clock hours of ethics education within 12 months after initial election or appointment to the office

and again within 12 months after each subsequent election or appointment to the office.
a d O t a O I i C CO nta i n i n a CO d e Of et h i CS (b)  The ethics education shall cover laws and principles that govern conflicts of interest
p p y g and ethical standards of conduct at the local government level.
(c) The ethics education may be provided by the North Carolina League of Municipalities,

a n d re C e ive et h i CS t ra i n i n g W i t h i n 1 2 North Carolina Association of County Commissioners, North Carolina School Boards Association,

the School of Government at the University of North Carolina at Chapel Hill, or other qualified
sources at the choice of the governing board.

m O n t h S Of b e i n g e I e Cte d O r re e I e Cte d to (d) The clerk to the governing board shall maintain a record verifying receipt of the ethics

ff' education by each member of the governing board. (2009-403, s. 1.)
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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.
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Ethics

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

e Effort - board members have an

obligation to faithfully perform duties. \ |NTEE§|TY : %

* Accountability - board members should

ibility for thei | ce
?;Sjeep;frgiﬁiczzsl Ility Tor their persona _:: g anUES =
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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.
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Resources

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

www.nclm.org

WWW.NCacCc.org

https://www.gfoa.org/best-practices--resources
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Module 7

1. NC law 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?
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Importance of Internal Controls

e “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.

* |t is the responsibility of the governing
board to make sure internal controls are in
place and working.
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Importance of Internal Controls e 51835 om0

TO: Finance Officers of Small North Carolina Governments and Public
Authorities
FROM: Sharon Edmundson, Director, Fiscal Management Section

SUBJECT: Internal Controls for a Small Unit of Government

DATE: April 30, 2015

([ ] I nte rn a I CO nt rOI po I iC i eS a n d Included in this memo is information that will help smaller units strengthen their internal

controls. Elected officials and governmental employees are accountable for resources entrusted to

them and for ensuring that programs and services are administered effectively and efficiently. A

d h | t t t d significant component in fulfilling this responsibility is ensuring that an adequate system of

p ro C e u re S e p p ro e C a S S e S a n internal control exists within each governmental unit. Whether a unit of government has strong or
weak internal controls directly affects the reliability of the accounting records and financial

statements. Strong internal controls aid in the prevention of fraud and the detection of accidental

e n S u re a CCO u nta b i | ity. errors in the accounting process. Internal controls provide greater assurance of the accuracy of

financial reporting, compliance with laws and regulations, and effective and efficient operations.

- - One method that a unit can use to enhance its internal control is through proper segregation of
[ ] T h e LG C Sta ff a u d Ito r‘ O r‘ fl n a n Ce Sta ff duties. The fundamental premise of segregation of duties is that an individual or small group of
) ) individuals should not be in a position to initiate, approve, undertake, and review the same action.

Without proper segregation of duties, it is impossible to have an effective system of internal

. . . . N . . L .

can assist with setting up strong e, i more diTiul 1 perpcreat when reper sofrogation o dutin ave i laco bocause it
would require collusion of two or more individuals; second, if duties are adequately separated,

.

internal controls.

innocent errors are more likely to be found and corrected.

Extensive separation of duties is not always possible for smaller units of local government. In such
cases, the duties should be separated as much as possible and alternative controls used to
compensate for lack of separation. Members of the governing board must be called upon to provide
) IVI f S I I G t IVI some of these controls; they are generally very familiar with operations and likely to spot

e l I l 0 O r l I l a Ove r n l I l e n S e l I . O unfamiliar vendors and transactions. Also, due to knowledge of unit and community, they will be

able to determine if explanations for unusual transactions are valid.

2 O 1 5 - 1 5 ) O n LG C We bS ite h e re . This memo 1s addressed specifically to the smaller units where internal controls may not be as

effective due to the hmited number of personnel. For a more comprehensive discussion of internal
controls, please refer to the internal eontrols section of the policy manual
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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

L
T
5.5’ “%a
3 vl
:

fs
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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.

BANK RECONCILIATION
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Importance of Internal Controls

3. The board is not receiving accurate

monthly financial statements .

4. Expenditures exceed authorized T

. (T

budget on a regular basis o

5. Sensitive documents are easily ammmmm
accessible s

INCOME EXPENSES
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Importance of Internal Controls

Boards should implement strong
written policies for

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

Petty cash and reconciliations

Cash receipts and deposits
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Resources

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

www.nclm.org

WWW.NCacCc.org

https://www.gfoa.org/best-practices--resources
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Module 8

1. What is the careful and responsible
management of something that is
entrusted into your care?

2. What are policies and procedures that help
protect assets and ensure accountability?

3. What is one warning signs of internal
control problems?
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