

Statutory Compliance Checklist

This resource is intended to help finance officers, auditors, governing board members, budget officers, and other local government officials better understand and carry out key responsibilities under the North Carolina Local Government Budget and Fiscal Control Act, related statutes, and rules adopted by the Local Government Commission. It focuses on core areas such as budgeting, accounting, cash handling, internal safeguards, and the proper authorization and payment of public obligations.

The purpose of the checklist is to encourage thoughtful review of current practices, highlight areas that may need attention, and promote stronger financial administration across the organization. A “No” answer does not automatically indicate a major violation or audit concern. In many situations, it may reflect missing records, inconsistent implementation, timing problems, or opportunities to strengthen procedures. The comments section should be used to explain circumstances, provide clarification, and describe any follow-up steps underway or planned.

The checklist is not intended to identify every legal, accounting, auditing, or operational requirement applicable to North Carolina local governments. Nor should completion of the checklist be viewed as a safe harbor, legal defense, or assurance of full compliance with all applicable laws, regulations, policies, or professional standards. Instead, the checklist focuses on areas that commonly present the greatest legal and financial risk to local governments, including requirements that carry significant statutory consequences and/or increased risk of financial loss, fraud, or mismanagement. Local governments remain responsible for complying with all applicable legal requirements, including those not specifically addressed in this resource.

Local governments are encouraged to revisit the checklist annually to measure progress, identify recurring concerns, and support continuous improvement. Because many of the topics involve duties shared among the finance officer, budget officer/manager, and governing board, annual review by the finance officer, budget officer, and governing board chair is recommended, along with any other personnel involved in financial administration.

Appendix A offers additional background for individual items, including explanations of underlying requirements, typical actions needed to satisfy them, and examples of records commonly maintained for support purposes. It is intended to assist with ongoing administration, employee development, and more consistent implementation of legal and operational expectations.

Appendix B contains suggested testing approaches for selected areas. These examples are intended to assist auditors in planning procedures and encourage greater consistency in audit work. Auditors do not fill out the document itself, but they may use Appendix B when evaluating whether required steps were generally completed appropriately and supported by adequate records.

FINANCE OFFICER COMPLIANCE CHECKLIST

Instructions  Check Yes only if the requirement was met for the entire fiscal year, consistent with the detailed guidance in Appendix A. If No, provide a brief written explanation and describe any corrective action taken or planned.

	Requirement
	Yes
	No
	N/A
	Explanation (if No)

	CASH MANAGEMENT  |  G.S. 159-25(a), 159-31, 159-32

	Reconciliations

	Bank accounts were reconciled monthly
	☐
	☐
	
	

	Subsidiary ledgers were reconciled to the general ledger
	☐
	☐
	
	

	Official Depositories & Deposits

	Official depositories were properly designated, insured/collateralized, and deposit requirements were met
	☐
	☐
	
	

	Investments

	Investments complied with statutory requirements
	☐
	☐
	
	

	BUDGET  |  G.S. 159-8, 159-13, 159-15, 159-17; 160A-64; 153A-28

	Adoption

	Annual budget ordinance was properly adopted and balanced
	☐
	☐
	
	

	Project ordinances (if applicable) were properly adopted and balanced
	☐
	☐
	☐
	

	Amendments

	Budget amendments were properly authorized and balanced
	☐
	☐
	
	

	Debt Service

	Debt service obligations were properly budgeted, tracked, disclosed, paid when due, and applicable bond covenants were met
	☐
	☐
	☐
	

	Cost Allocation

	Cost allocations were reasonable, documented, and consistently applied
	☐
	☐
	☐
	

	TAXES  |  G.S. 159-13; G.S. 105-472; 105-487; 105-502

	Property Tax Levies

	Property tax rates were properly adopted and supported by compliant calculations
	☐
	☐
	☐
	

	Sales and Use Tax

	Sales and use tax was properly allocated among special taxing districts (if applicable)
	☐
	☐
	☐
	

	County sales and use tax proceeds were properly earmarked for school capital (counties only)
	☐
	☐
	☐
	

	OBLIGATION & DISBURSEMENT FISCAL CONTROLS  |  G.S. 159-25(b), 159-28

	Preaudit

	Preaudit requirements were met for all obligations
	☐
	☐
	
	

	Disbursements

	Disbursements complied with statutory requirements
	☐
	☐
	
	

	PERSONNEL |  G.S. 159-24, 159-29

	Finance Officer Qualifications & Bonding

	Finance officer appointment and bonding requirements were met
	☐
	☐
	
	



APPENDIX A — Finance Officer Compliance Guidance

This appendix explains what is required to properly answer "Yes" to each checklist item in Part I. A "Yes" response means the requirement was met as described below for the entire fiscal year, and that supporting documentation is maintained and available for review.

CASH MANAGEMENT  
	Checklist Item
	What 'Yes' Means
	Required Actions

	Reconciliations (G.S. 159-25(a))

	Bank account reconciliations

	The finance officer or designee reconciled every bank account monthly throughout the fiscal year, investigated and resolved reconciling items, signed and dated each reconciliation, obtained review if practicable, and retained supporting documentation for the audit.
	1. For each bank account, obtain the monthly bank statement and general ledger cash detail.
1. Confirm beginning balances agree to the prior reconciliation.
1. Match deposits and checks to the bank statement.
1. Identify deposits in transit and outstanding checks.
1. Investigate unusual or aged reconciling items.
1. Record bank-only items such as fees, interest, NSF items, or errors.
1. Confirm adjusted bank balance equals adjusted general ledger balance.
1. Complete, sign, and date the reconciliation.
1. Obtain review, if practicable.
1. Retain the reconciliation and all supporting documentation.

	Subsidiary ledger reconciliations
	The finance officer or designee reconciled subsidiary ledgers to the corresponding general ledger control accounts at least quarterly and at fiscal year-end. Differences were investigated promptly, correcting entries were posted when necessary, and written reconciliation documentation was prepared, signed, and retained for the audit. 
	1. Generate the detailed reports of the accounts payable, accounts receivable, payroll, capital assets, and debt subledgers.
1. Obtain the account balances for general ledger control accounts
1. Compare totals of the detailed reports and the control accounts and identify differences.
1. Investigate timing issues or posting errors.
1. Post correcting entries as needed.
1. Prepare, sign, and retain reconciliation documentation.

	Official Depositories & Deposits (G.S. 159-31; 159-32; 20 NCAC 07)

	Official depositories 







Daily deposits




















Securing deposits
	Official depositories were properly designated by the governing board.






All public funds were deposited as required in an official depository.





















Monies deposited in official depositories are fully insured and collateralized.  
	1. The governing board designated one or more official depositories, and the designation is documented in board minutes or other official records. (If there is no documentation of past designation, governing board adopted a ratification resolution affirming the designation of current official depositories.)

1. All monies collected or received by an officer or employee were, on a daily basis, either (a) deposited with the finance officer; or (b) deposited in an official depository or submitted to a properly licensed and recognized cash collection service, unless the governing board approved the $500 threshold, in which case deposits or submissions were made when the monies on hand reached at least $500. (Daily means at least once every 24 hours on business days.)
2. Monies received by the finance officer were deposited or submitted on a daily basis in an official depository or with a properly licensed and recognized cash collection service, unless the governing board approved the $500 threshold, in which case deposits or submissions were made when the monies on hand reached at least $500. (Daily means at least once every 24 hours on business days.)
3. If applicable, there is documentation that the governing board authorized the $500 threshold for deposits.
4. Until deposit or submission, all monies were maintained in a secure location.


1. All deposit accounts were fully secured through FDIC insurance and collateralization (dedicated or pooling method). 
2. All accounts in official depositories are coded by the official depository as being public funds accounts. (Unit has something in writing from official depository that verifies public funds status.)
3. The unit filed required semiannual reports on depositories and deposits with the Local Government Commission through LOGOS.

	Investments (G.S. 159-30)

	Investments
	Idle funds of the unit were invested by the finance officer, subject to the oversight of the governing board, only in investment vehicles authorized by law.
	1. All investments were limited to instruments authorized by G.S. 159-30, unless the General Assembly has authorized additional investment vehicles for the unit. 
1. If the governing board adopted an investment policy, all investments complied with that policy, and all related reporting and other applicable requirements in the policy were met.



BUDGET  |  
	Checklist Item
	What 'Yes' Means
	Required Actions

	Adoption (G.S. 159-8; G.S. 159-13; G.S. 159-13.2; G.S. 159-17; G.S. 160A-64; G.S. 153A-28; G.S. 115C-426)

	Annual budget ordinance
	The governing board legally adopted a balanced annual budget ordinance with appropriations in each fund made by department, function, or project. 
	1. The governing board adopted the annual budget ordinance before the fiscal year began.
1. The ordinance includes appropriations for each fund, made by department, function, or project within the fund.
1. Each fund is balanced: estimated revenues plus appropriated fund balance equal total appropriations.
1. For each annually budgeted fund, available fund balance was calculated in accordance with G.S. 159-8, using prior-year cash and investments, adjusted for liabilities, encumbrances, and deferred revenues arising from cash receipts.
1. For each annually budgeted fund, appropriated fund balance does not exceed available fund balance.
1. The ordinance includes the property tax rate(s) and resulting levy (if applicable).
1. The ordinance includes governing board member compensation (if applicable).
1. For counties only, the ordinance includes an appropriation to the local school administrative unit(s)’ local current expense fund (for operating expenses) and capital outlay fund (for capital expenses).

	Project ordinances
	Grant, capital, and settlement project ordinances were properly adopted.
	1. The governing board adopted a project ordinance for each project budgeted using a project ordinance.
1. Each project ordinance was balanced for the life of the project, with total estimated revenues equal to total appropriations. 
1. The ordinance identified expected sources of project funding (such as grants, debt proceeds, transfers, or other revenues).
1. The annual budget ordinance included, for informational purposes, details on each capital, grant, and settlement project (i) expected to be authorized by project ordinance during the budget year and (ii) previously authorized by project ordinance with appropriations available for expenditure during the budget year, as required by G.S. 159-13.2.

	Amendments (G.S. 159-15)

	Budget and Project Ordinance Amendments



	Budget and project ordinance amendments were properly authorized and balanced when adopted.
	1. The budget officer maintained a record of all budget amendments adopted during the fiscal year.
1. Board adopted amendments were documented in the governing board minutes.
1. Each amendment was balanced when adopted.
1. If the governing board delegated amendment authority to the budget officer, delegation only allowed movement of monies between appropriations within a fund.
1. Budget officer adopted amendments stayed within delegated authority.
1. The final amended annual budget ordinance, and any project ordinances, reflected all amendments adopted during the fiscal year.
1. Adopted amendments were accurately entered into accounting system.

	Debt Service (G.S. 159-13; G.S. 159-36)

	Debt service
	Debt service and other borrowing obligations were properly budgeted, tracked, paid when due, and disclosed as required by law and applicable debt agreements. The unit complied with all applicable bond covenants.
	1. All debt service and other borrowing obligations were included in the annual budget ordinance.
1. The finance officer maintained current schedules of all outstanding debt and related payment obligations, including principal, interest, and payment due dates.
1. The finance officer made debt service payments by the required due dates in accordance with bond documents, installment financing agreements, and other borrowing agreements.
1. The local government documented compliance with all applicable bond covenants.
1. The finance officer completed required disclosure filings, including continuing disclosure obligations and other reports required by law or debt agreements.

	Cost Allocation (G.S. 159-13)

	Cost allocation
	Cost allocations among funds, departments, or programs were reasonable, documented, and applied consistently in accordance with generally accepted accounting principles (GAAP).
	1. The finance officer maintained documentation describing the methodology used to allocate costs among funds, departments, or programs.
1. The allocation method used was reasonable and supported by appropriate data or assumptions and applied consistently during the fiscal year.
1. The allocations were properly recorded as reimbursements or expenditures, not transfers.



TAXES  | 
	Checklist Item
	What 'Yes' Means
	Required Actions

	Property Tax Levies (G.S. 159-8; G.S. 159-11; G.S. 159-13)

	Property tax rates
	Property tax rates were properly adopted and supported by compliant levy calculations.
	1. The property tax levy was calculated using verified assessed valuation totals.
1. The total levy applied a collection rate no greater than the unit's actual collection rate from the current fiscal year when calculating the levy for the budget year.
1. The annual budget ordinance included all applicable property tax rate(s), with each rate stated as $.XXXX per $100 of assessed valuation.
1. The annual budget ordinance listed general rate(s) and any special taxing district rates separately.

	Sales and Use Tax (G.S. 105-472; G.S. 105-486; G.S. 105-487; G.S. 105-501; G.S. 105-502; 20 NCAC 03 .0904) 

	Sales and use tax allocation among special taxing districts (if applicable) 













County sales and use tax earmarked for school capital (counties only)


	Sales and use tax proceeds were allocated among applicable taxing districts in accordance with statute using a consistent and documented method. 












County sales and use tax proceeds were earmarked for school capital outlay or school capital debt.




	1. Determine whether sales and use tax proceeds are allocated on an ad valorem or per capita basis among county and municipalities. (Whether the allocation method is ad valorem or per capita is listed in the Department of Revenue’s sales and use tax distribution reports. The county determines the allocation method and can change the method in April each year, to be effective July 1 of the fiscal year after next – 15 months later.) 
1. Determine whether the unit has any special taxing districts.
1. If the sales and use tax proceeds are allocated using the ad valorem method and the unit has special taxing districts, the finance officer allocated Articles 39, 40, and 42 sales and use tax proceeds to each taxing district based on the district's proportionate share of the prior-year property tax levy.

1. Thirty percent (30%) of revenues received under G.S. Chapter 105, Article 40 was earmarked for school capital outlay or for the retirement of debt incurred for school capital, unless the Local Government Commission approved another use.
2. Sixty percent (60%) of the following amounts was earmarked for school capital outlay or to retire debt incurred for school capital, unless the Local Government Commission approved another use: (a) revenue received under G.S. Chapter 105, Article 42; and (b) if Article 40 revenues exceeded Article 42 revenues, the amount of that excess.
3. Earmarked amounts that were not appropriated in the current fiscal year are accounted for as restricted fund balance or held in a capital reserve fund for the restricted purposes.





OBLIGATION & DISBURSEMENT FISCAL CONTROLS  |  
	Checklist Item
	What 'Yes' Means
	Required Actions

	Preaudit (G.S. 159-28; 20 NCAC 03 .0409)

	Preaudit process
	Obligations (legal commitments to pay money to another party) were not incurred without performing a preaudit process.



	1. Before the unit entered into any agreement committing the payment of money (including purchase orders, contracts, verbal orders, electronic transactions, or other agreements), the finance officer or a board appointed deputy finance officer verified that a valid budget appropriation existed and that sufficient unencumbered funds were available to cover amounts expected to be paid out during the budget period.
1. The finance officer or a board appointed deputy finance officer affixed and signed a preaudit certificate on every contract, purchase order, or other obligation document subject to preaudit, unless the obligation was (i) not documented in writing; (ii) approved by the Local Government Commission, (iii) a payroll or employee benefits expenditure, (iv) an electronic payment made in accordance with Local Government Commission rules, or (v) processed through a certified accounting system that performs the preaudit automatically (only if the system was certified by the Local Government Commission).
1. Encumbrances were recorded for each obligation that was incurred subject to the preaudit (including for blanket purchase orders and purchase card maximums).
1. If deputy finance officers performed preaudit duties, they were properly appointed by resolution of the governing board.
1. The governing board adopted a policy governing electronic preaudit procedures and that the policy was followed (if the unit performs electronic transactions).

	Disbursements (G.S. 159-28; 20 NCAC 03 .0410) 

	Disbursements
	Disbursements were made only for valid claims supported by adequate documentation, authorized by a valid budget appropriation, and paid using statutorily authorized payment methods.
	1. Before any disbursement of funds was made, the finance officer or a board appointed deputy finance officer performed the disbursement process, which included verifying that (i) each claim was valid and supported by appropriate documentation, (ii) a valid budget appropriation remained available to support the payment, and (iii) either an encumbrance had been recorded or sufficient unencumbered funds remained available to cover the disbursement.
1. For each disbursement made by check or draft on an official depository, the finance officer or a board appointed deputy finance officer affixed and signed the disbursement certificate on the check or draft. The disbursement certificate requirement does not apply to (i) electronic payments or electronic funds transfers made in accordance with Local Government Commission rules, (ii) payroll expenditures, including employee benefits, or (iii) obligations or documents approved by the Local Government Commission.
1. Each check or draft was signed by two authorized officials, including the finance officer or a deputy finance officer and one other board authorized official or employee, unless the governing board formally waived the dual-signature requirement.
1. If one or more deputy finance officers performed disbursement duties, they were properly appointed by resolution of the governing board.
1. The governing board adopted a policy governing electronic payments, and the unit followed that policy for all electronic transactions (if the unit uses electronic payments).
1. The governing board adopted a petty cash policy, and the unit followed that policy for all cash transactions (if the unit maintains petty cash or cash drawers).



PERSONNEL | 
	Checklist Item
	What 'Yes' Means
	Required Actions

	Finance Officer Qualifications & Bonding (G.S. 159-29; GS. Ch. 58, Art. 72)

	Finance officer appointment and bonding
	The finance officer was properly appointed and sworn in and required bonds for the finance officer and other employees or officials handling public funds were in place, met statutory requirements, and remained current throughout the fiscal year.
	1. The finance officer is an employee of the unit and has taken the required oath of office.
2. The finance officer is covered by an individual bond that meets the minimum amount required by G.S. 159-29, which is equal to the greater of (i) $50,000 or (ii) 10% of the unit’s annually budgeted funds for the fiscal year covered by the bond, not to exceed $1,000,000.
3. Other officers and employees who collect, receive, or have custody of public funds are covered by a blanket bond or equivalent coverage that meets the requirements of G.S. 159-29.
4. Bond coverage remained in effect throughout the fiscal year and met or exceeded the statutory minimum amounts required by G.S. 159-29.
5. Bond documentation is filed and maintained as required by law, including:
· For counties, bonds must also comply with G.S. Chapter 58, Article 72, including that: (a) the bond is approved by the board of county commissioners and the approval is recorded in the minutes; (b) the bond is filed with the clerk of superior court (not just retained by the unit); and (c) the board of county commissioners annually reviews the sufficiency of the bond and requires a new or additional bond if necessary.
· For cities and other units, bonds are filed with the clerk to the governing board and maintained as part of the unit’s official records.






Appendix B – Suggested Audit Procedures

The following are suggested audit procedures to test compliance with select statutory and regulatory requirements.
CASH MANAGEMENT  |  G.S. 159-25(a), 159-31, 159-32
	Checklist Item
	Suggested Procedures

	Reconciliations

	Bank account reconciliations
	Select at least the main operating bank account and a sample of other bank accounts for various months; verify reconciliations were completed timely; review reconciliation documentation (includes preparer and reviewer sign-off); verify reconciling items are either a deposit in transit or outstanding disbursement.

	Subsidiary ledger reconciliations
	Select a sample of subsidiary ledgers for various periods; verify subledger totals agree to the general ledger; review any reconciling items for reasonableness.

	Official Depositories & Deposits

	Official depositories and deposits
	Inspect governing board minutes to verify designation of official depositories. Test a sample of deposits to confirm they were made timely and in accordance with statutory requirements. Verify that funds were secured on site prior to deposit. For deposits held in official depositories, obtain documentation from each depository confirming that accounts are properly designated as public funds. Review FDIC insurance coverage and, for balances exceeding insurance limits, evaluate collateralization as follows:
· For pooling method institutions, verify that the depository participates in the State’s pooling method and that no additional collateralization is required at the unit level.
· For dedicated (separate) method institutions, review year-end collateralization reports or other documentation to confirm that collateral pledged was sufficient to cover all uninsured balances in accordance with State requirements. 

	Investments

	Investments
	Review investment statements; verify investments are statutorily authorized; confirm safekeeping arrangements comply with LGC requirements; confirm investments in compliance with board adopted policy, if applicable; inspect governing board reports of investment activity, if applicable.



BUDGET  |  G.S. 159-8, 159-13, 159-15, 159-17; 160A-64; 153A-28
	Checklist Item
	Suggested Procedures

	Adoption

	Annual budget ordinance
	Inspect the adopted budget ordinance; verify each fund is balanced; confirm appropriations are made at the required level of detail; verify appropriated fund balance is supported by available amounts.

	Project ordinances
	Inspect all project ordinances; verify total estimated revenues equal total appropriations over the life of the project; confirm governing board adoption.

	Amendments

	Budget amendments
	Review governing board minutes for the fiscal year and after year-end; identify amendments; verify amendments were properly adopted and balanced; confirm the final amended budget reflects all changes for reporting purposes. (Note that post year amendments do not cure statutory violations.)

	Debt Service

	Debt service
	Select debt service payments; verify payments were made by required due dates; confirm budgetary appropriations existed; verify required disclosure filings were completed, if applicable; verify any applicable debt covenants have been met and violations were disclosed. 

	Cost Allocation

	Cost allocation
	Review cost allocation methodology or policy; evaluate reasonableness and consistency; test selected allocations to verify compliance with the documented methodology; ensure reimbursements are not reported as transfers.



TAXES  |  G.S. 159-13; G.S. 105-472; 105-487; 105-502
	Checklist Item
	Suggested Procedures

	Property Tax Levies

	Property tax rates
	Inspect the adopted budget ordinance to verify tax rates are stated in $.XXXX per $100 valuation; recalculate the levy using assessed valuation; verify the collection rate applied does not exceed the current year's actual collection rate.

	Sales and Use Tax

	Sales tax allocation among special taxing districts
	Determine the allocation method used; if ad valorem, inspect allocation worksheets; verify Articles 39, 40, and 42 sales tax proceeds were allocated based on each taxing district's prior-year levy.

	County sales and use tax earmark for school capital
	Inspect accounting records and calculations supporting the earmarked amounts; verify statutory percentages were calculated correctly; confirm funds were used only for school capital or school capital debt service unless LGC authorization exists.



OBLIGATION & DISBURSEMENT FISCAL CONTROLS  |  G.S. 159-25(b), 159-28
	Checklist Item
	Suggested Procedures

	Preaudit

	Preaudit process
	Ensure an adequate number of disbursements have been reviewed for proper preaudit by verifying budget appropriation and fund availability at the time of obligation; verify preaudit certificates or system controls; verify deputy finance officer appointments, if applicable.

	Disbursements

	Disbursements
	Select a sample of disbursements; verify disbursements are supported by documentation; confirm amounts disbursed agree to underlying obligations; verify appropriations and encumbrances or available balances existed at disbursement; verify authorized disbursement methods and required certifications.



PERSONNEL  |  G.S. 159-24, 159-29
	Checklist Item
	Suggested Procedures

	Finance Officer Qualifications & Bonding

	Finance officer appointment and bonding
	Verify finance officer is employee of the unit; verify bond amount meets statutory minimums; confirm bond coverage remained in effect throughout the fiscal year.
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This is a DRAFT compliance reference tool designed to help local government officials better understand and meet key legal requirements, and to help auditors evaluate compliance and support clients in improving their practices. We will request feedback on the tool from local government financial professionals and auditors during FY 2026-2027.
