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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.
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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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