
 

 
101 E. Orange St., PO Box 429, Hillsborough, NC 27278 

919-732-1270 | www.hillsboroughnc.gov | @HillsboroughGov 

Budget and Financial Services 
6:30 to 8 p.m. Oct. 13 | Town Hall Annex 

 
Program 

• 6:30 to 6:50 p.m. — Budget director, town manager, and interim finance director speak 
• 6:50 to 7:05 p.m. — Q & A session 
• 7:05 to 7:10 p.m. — Break 
• 7:10 to 8 p.m. — Small group exercise and final remarks 

 
Session description 
During the session, participants will learn how the town prepares a balanced budget and multi-year 
financial plans. A group budget exercise is planned to help illustrate some of the points discussed during 
the session. 
 
Budget Division 
The Budget Division is responsible for preparing the town’s budget, under the oversight of the town 
manager and in collaboration with the various departments and divisions. The budget is a blueprint for 
building a sound financial framework for town operations. It ensures the town’s resources are allocated 
toward the priorities identified by the Hillsborough Board of Commissioners. The budget is a financial 
plan consisting of an estimate of proposed expenditures, the proposed means of financing, and the goals 
and objectives of expenditures for the fiscal year. 
 
Financial Services Department 
The Financial Services Department is responsible for managing all aspects of the town’s finances in an 
open, accountable and timely manner, in accordance with general auditing standards and state general 
statutes. 
 
Speakers and staff facilitating this session 
Budget Director Emily Bradford —  
Emily has worked for the town for 15 years and has served as our budget director since 2014. Prior 
professional experiences include the City of Charlotte, City of Concord, City of Gastonia and Town of 
Matthews. Emily has a master’s degree in public administration. 
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Town Manager Eric Peterson —  
Eric has provided leadership for town employees since 1997. In addition to serving as Hillsborough’s 
town manager, Eric has instructed annually for the past 30 years at the School of Government at the 
University of North Carolina at Chapel Hill, teaching other local government officials on topics such as 
budgeting and performance measurement. Eric has a master’s degree in public administration from 
UNC-Chapel Hill and a bachelor’s degree in political science, specializing in local government, from 
Appalachian State University. 
 
Interim Finance Director Melissa Bishop —  
Melissa has served as the town’s interim finance director since June 2022. Last year, she served on the 
North Carolina Office of the State Auditor team that conducted assessments of 20 local government 
units across the state to assess compliance with specific sections of General Statute 159. In this role, she 
was responsible for assessing the budget process. She also ensured that members of the governing 
board were appropriately involved in understanding the unit’s budget, financial management was in 
compliance with the statute, financial records and account balances were current, proper policies and 
procedures were in place, and the units had completed an annual audit. The results of these 
assessments were reported to the Local Government Commission and the North Carolina General 
Assembly. Other professional experiences include owning an accounting firm in Wake County, working 
with several local county public health departments to provide cost estimates during the annual 
budgeting process, and working with several local county finance departments on a contract basis to 
clean up their financial records and prepare financial statements for annual audits. 
 
Administrative Services Director Jen Della Valle — 
Jen has worked for the town in various roles for the last eight years. Prior professional experiences 
include the Town of Lake Lure, North Carolina League of Municipalities, and Catawba County. Jen has a 
master’s degree in public administration and a bachelor’s degree in political science from the University 
of North Carolina at Chapel Hill. 
 
Budget and Management Analyst Josh Fernandez — 
Josh joined the town in February. His previous professional experience includes Alamance County and a 
graduate internship with the Town of Hillsborough. Josh has a master’s degree in public administration 
from the University of North Carolina at Chapel Hill. He is a member of the North Carolina Local 
Government Budget Association and currently is completing North Carolina Local Government Budget 
Officer Certification. 
 
Recommended resources: 

• Budget page  
• Fiscal Year 2022-23 annual adopted budget  
• Budget message  
• Budget at a glance  
• Financial Services page 
• Water and Sewer Services page 
• Town Strategy Map (attached) 
• UNC School of Government budget chapter excerpt (attached) 
• Budget excerpts (attached) 

https://www.hillsboroughnc.gov/government/divisions-and-offices/budget/
https://assets.hillsboroughnc.gov/media/documents/public/fiscal-year-2022-23-annual-adopted-budget.pdf
https://assets.hillsboroughnc.gov/media/documents/public/fiscal-year-2022-23-budget-message.pdf
https://assets.hillsboroughnc.gov/media/documents/public/fiscal-year-2022-23-budget-at-a-glance.pdf
https://www.hillsboroughnc.gov/government/departments/financial-services/
https://www.hillsboroughnc.gov/services/water-and-sewer-services/


Strategy Map 
 
Vision Statement 
We envision Hillsborough as a prosperous town, filled with vitality, fostering a strong sense of 
community, celebrating its unique heritage and small-town character. 

 

Mission Statement 
We are stewards of the public trust who exist to make the Vision for Hillsborough a reality. We 
manage and provide the infrastructure, resources, and services that enhance the quality of life for 
the living beings and land within our town. 

 

Values 
As we strive to achieve our goals, we commit to maintain these core values: 

• Vibrancy 
• Equity & Inclusion 

• Forward Thinking 
• Public Service

 

Strategic Focus Areas 
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Adoption of Budget Ordinance
In addition to imposing certain substantive requirements related to the budget 
ordinance, the LGBFCA also prescribes a detailed process for adopting the 
budget ordinance.

Role of Budget Officer
Before discussing the specifics of the budget process, it is important to understand 
the role of the budget officer. The governing board of each unit must appoint a budget 
officer.32 In a county or municipality having the manager form of government, the 
manager is the statutory budget officer. Counties that do not have the manager form 
of government may impose the duties of budget officer on the finance officer or any 
other county officer or employee except the sheriff, or in counties with a population 
greater than 7,500, the register of deeds. Municipalities not having the manager form 

30. G.S. 159-13(b)(18). This restriction also applies to any other revenues that the local
unit has appropriated to the service district.

31. G.S. 159-13(b)(17).
32. G.S. 159-9.
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of government may impose the duties of budget officer on any municipal officer or 
employee, including the mayor if he or she consents. A public authority or special 
district may impose the duties on the chairman or any member of its governing board 
or any other officer or employee.

The LGBFCA assigns to the budget officer the responsibility of preparing and 
submitting a proposed budget to the governing board each year. Having one official 
who is responsible for budget preparation focuses responsibility for timely prepara-
tion of the budget, permits a technical review of departmental estimates to ensure 
completeness and accuracy, and allows for administrative analysis of departmental 
priorities in the context of a local unit’s overall priorities. In many units, the statutory 
budget officer often delegates many of the duties associated with budget preparation 
to another official or employee, for example, the finance officer or a separate budget 
director or administrator. This is strictly an administrative arrangement, with the 
official or employee performing these duties under the direction of the statutory 
budget officer. Under the law, the budget officer retains full responsibility for budget 
preparation.

Once the budget ordinance is adopted, the budget officer is charged with oversee-
ing its enactment. As discussed below, the governing board also may authorize the 
budget officer to make certain limited modifications to the budget ordinance during 
the fiscal year.

Budgeting Process
Before the budgeting process begins, the budget officer, often with guidance from 
the governing board, establishes an administrative calendar for budget preparations 
and prescribes forms and procedures for departments to use in formulating requests. 
Budget officers often include fiscal or program policies to guide departmental officials 
in formulating their budget requests. The LGBFCA specifies certain target dates for 
the key stages in the budgeting process, which should be incorporated into the budget 
officer’s plan.

A budget officer’s calendar often includes other steps that, though not statutorily 
required, are integral to an effective budgeting process. For example, many units kick 
off the annual budget process with one or more budget retreats or workshops for gov-
erning board members, department heads, and others. This allows governing board 
members to set policy for the coming year and provide directives to the budget officer 
and department heads about budget requests at the outset of the budget process.

Sometimes a budget officer will need to include other boards, organizations, or cit-
izens in the budgeting process. Counties must provide funding for several functions 
that are (or may be) governed by other boards, such as public schools, community col-
leges, elections, social services, mental health, and public health. These boards have 
their own processes for formulating proposed budgets and requesting funds from 
the county. And both counties and municipalities routinely receive requests from 
private organizations or citizens for appropriations to support certain community 
activities and projects. The budget officer often serves as the liaison between these 
other boards, private entities, and citizen groups and the governing board. The budget 
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officer should work with the governing board to establish an organized process for 
the board to receive and evaluate these various requests.

Budget Calendar
By April 30: Departmental Requests Must Be Submitted to the Budget Officer

The LGBFCA directs that each department head submit to the budget officer the 
revenue estimates and budget requests for his or her department for the budget year. 
Each department, or the unit’s finance officer, also must submit information about 
current year revenues and expenditures. The budget officer should specify the format 
for, and detail of, these submissions.

By June 1: Proposed Budget Must Be Presented to the Governing Board
The budget officer must compile each department head’s revenue estimates and bud-
get requests and submit a proposed budget for consideration by the governing board.33 
Generally the proposed budget must comply with all of the substantive requirements 
previously discussed. A governing board, however, may request that the budget offi-
cer submit a budget containing recommended appropriations that are greater than 
estimated revenues.34 This affords the board a ready opportunity to discuss different 
expenditure options.

When the budget officer submits the proposed budget to the governing board, 
he or she must include a budget message.35 The message must contain a summary 
explanation of the unit’s goals for the budget year. It also should detail important 
activities funded in the budget and point out any changes from the previous fiscal 
year in program goals, appropriation levels, and fiscal policy.

If a revaluation of real taxable property in the unit occurs in the year preceding 
the budget year, the budget officer must include in the proposed budget a statement 
of the revenue-neutral tax rate, “the rate that is estimated to produce revenue for the 
next fiscal year equal to the revenue that would have been produced for the next fiscal 
year by the current tax rate if no reappraisal had occurred.”36 The rate is calculated 
as follows:

1. Determine a rate that would produce revenues equal to those produced for
the current fiscal year.

2. Increase the rate by a growth factor equal to the average annual percent-
age increase in the tax base due to improvements since the last general
reappraisal.

3. Adjust the rate to account for any annexation, de-annexation, merger, or
similar events.

33. G.S. 159-11(a).
34. G.S. 159-11(c).
35. G.S. 159-11(b).
36. G.S. 159-11(e).
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After Proposed Budget Presented to Governing Board but 
before Its Adoption: Notice and Public Hearing

When the budget officer submits the proposed budget to the governing board, he or 
she also must file a copy in the office of the clerk to the board, where it remains for 
public inspection until the governing board adopts the budget ordinance.37 The clerk 
must publish a statement that the proposed budget has been submitted to the gov-
erning board and is available for public inspection.38 The LGBFCA does not specify 
where or when the statement must be published. The clerk should follow the general 
provisions for legal advertising in Article 50 of Chapter 1 of the North Carolina 
General Statutes. The clerk also must make a copy of the proposed budget available 
to all news media in the county. It may be helpful, though it is not legally mandated, 
for a unit to also post the proposed budget on its website.

The governing board is required to wait at least ten days after the budget officer 
submits the proposed budget before adopting the budget ordinance. This is true even 
if the board makes no changes to the proposed budget.39 This interim period affords 
citizens time to review the proposed budget and to voice their opinions or objections 
to governing board members.

The governing board must hold at least one public hearing on the proposed budget 
before adopting the budget ordinance. During the public hearing any person who 
wishes to be heard on the budget must be allowed time to speak. The board should 
set the time and place for the public hearing when it receives the proposed budget, 
if not before. And this information must be included in the notice published by the 
clerk. Sometimes a board holds a series of budget review meetings and briefings on 
each of the major budget categories. These do not satisfy the statutory requirement. 
The law requires that at least one public hearing be held on the entire budget. The 
statute requires no specific minimum number of days between the date on which the 
notice appears and the date on which the hearing is held; however, the notice should 
be timely enough to allow for full public participation at the hearing.

By July 1: Governing Board Must Adopt Budget Ordinance
After the governing board receives the proposed budget from the budget officer, it 
is free to make changes to the budget before adopting the budget ordinance. In fact, 
based on citizen input, as well as that from other boards and department heads, the 
governing board often makes adjustments to the proposed budget before finaliz-
ing and adopting the budget ordinance. Questions often arise when a board makes 
changes to the proposed budget about whether and to what extent it must make 
the changes known to the public before adopting the budget ordinance. The statute 

37. G.S. 159-12(a).
38. Id. The notice also must specify the date and time of the public hearing to be held

on the budget.
39. G.S. 159-13. The ten-day period begins to run the day after the notice is published.

Weekend days and legal holidays count toward the total number of days. However, the 
ten-day period may not end on a Saturday, Sunday, or legal holiday. It must instead end 
on the next weekday that is not a legal holiday. See North Carolina Rule of Civil Proce-
dure 6, G.S. 1A-1, Rule 6.
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requires only that the budget officer’s proposed budget be made available for public 
inspection and that one public hearing be held after the proposed budget is submitted 
to the board. A unit is under no legal obligation to formally solicit public input of 
modifications to the proposed budget before its adoption.

The LGBFCA allows a budget ordinance to be adopted at any regular or special 
meeting, at which a quorum is present, by a simple majority of those present and 
voting.40 The board must provide sufficient notice of the regular or special meeting, 
according to the provisions in the applicable open meetings law.41 The budget ordi-
nance must be entered in the board’s minutes, and within five days after it is adopted 
copies must be filed with the budget officer, the finance officer, and the clerk to the 
board.42

Once the board adopts the budget ordinance it may not repeal it. Any modifica-
tions must be made pursuant to G.S. 159-15 (discussed below). This is true even if 
the board adopts the budget ordinance before July 1.43

40. G.S. 159-17. Adoption of the budget ordinance is not subject to the normal
ordinance-adoption requirements of G.S. 153A-45 for counties and G.S. 160A-75 for 
municipalities.

41. See G.S. 143-318.12. However, G.S. 159-17 specifies that no provision of law con-
cerning the call of special meetings applies during [the period beginning with the sub-
mission of the proposed budget and ending with the adoption of the budget ordinance] 
so long as (i) each member of the board has actual notice of each special meeting called 
for the purpose of considering the budget, and (ii) no business other than consideration 
of the budget is taken up.

42. G.S. 159-13(d).
43. See Kara Millonzi, Amending a Newly Adopted Budget Ordinance before July 1,

Coates’ Canons: NC Local Gov’t L. blog (June 13, 2011), canons.sog.unc.edu/
amending-a-newly-adopted-budget-ordinance-before-july-1.



 

 

 

 

 

 

 

 



READER’S GUIDE TO THE BUDGET DOCUMENT 
 
The Budget and Financial Plan describes how the town 
plans to achieve its goals and objectives and meet the 
community’s needs.  The Town of Hillsborough’s budget 
and financial plan is not just a document full of numbers.  
It serves as an operations guide, financial plan, 
communications device, policy document and a general 
resource for information about the town. 
 
This guide is provided to assist readers in locating 
information within the budget document. The Town of 
Hillsborough’s Fiscal Year 2023 annual budget and 
financial forecast is divided into six major sections: Budget 
Message/Ordinance, Budget Summary and Information, 
General Fund, Water and Sewer Fund, Capital 
Improvement Plan, and Supplemental Information.  Each 
section is outlined below. 
 
I. BUDGET MESSAGE/ORDINANCE 
The Budget Message, a letter from the town manager to 
the Board of Commissioners, provides an overview of the 
upcoming fiscal year budget and financial plan. This 
section also contains the FY23 Budget Ordinance. The 
ordinance, a statute legally adopted by the Board of 
Commissioners, sets the spending limits for the FY23 
budget period (July 1, 2022, to June 30, 2023). 
 
II. BUDGET SUMMARY AND INFORMATION 
This section provides a summary of revenue, expenditure, 
and fund balance (savings) information for each of the 
town’s funds. Information provided in both numerical and 
narrative format helps the reader to easily determine how 
much money each fund/budget unit is spending and 
generating. The section also includes the town’s financial 
policies. Department responsibilities and an explanation 
of the process for developing and amending the budget 
and financial plan provide additional information to help 
the reader understand the budget process. 
 
III. GENERAL FUND 
This section includes the following budgets: governing 
body, administration, accounting, planning, facility 
management, public space, safety and risk management, 
information technology, police, fire, fleet maintenance, 
streets, solid waste, cemetery, special appropriations, and 
contingency. Each portion contains actual expenses for 
FY21, projected FY22-FY25 expenses, and a budget 
highlights narrative. 
 
 

IV. WATER AND SEWER FUND 
This section includes budgets for the following: 
administration of enterprise, utilities administration, 
billing and collections, Water Treatment Plant, West Fork 
Eno Reservoir, water distribution, wastewater collection, 
Wastewater Treatment Plant, and contingency. Each 
portion contains actual expenses for FY21, projected 
FY22-FY25 expenses, and a budget highlights narrative. 
 
V. STORMWATER FUND 
This section includes budgets for the following: 
Stormwater. The section contains actual expenses for 
FY21, projected FY22-FY25 expenses, and a budget 
highlights narrative. 
 
VI. CAPITAL IMPROVEMENT PLAN 
This section includes projects with a total cost of $100,000 
or more that are listed in the town’s seven-year capital 
improvement plan. Included are a description of each 
project and a breakout of the associated costs. 
 
VII. SUPPLEMENTAL INFORMATION 
This section contains information about Hillsborough, the 
Authorized Personnel Listing, and a glossary of terms used 
throughout the document. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



FUNCTION OF FINANCIAL PLAN 
 
WHAT IS A FINANCIAL PLAN? 
The Hillsborough FY23-25 Financial Plan is a combination 
budget, capital improvement plan, and financial forecast.  
The planning window for this financial plan is three years. 
 
WHY DO A FINANCIAL PLAN? 
Combining three traditionally separate documents 
(budget, capital improvement plan, and financial 
forecast) under one cover provides full and immediate 
disclosure of information to the Board of Commissioners.  
Having this variety of information at their fingertips 
during the budget process improves the commissioners’ 
decision-making ability by allowing them to see the 
impact of today’s decisions on future fiscal years. In 
addition, staff is better able to provide useful fiscal and 
operational analysis that is otherwise not possible by 
simply looking at an annual budget. Most successful 
businesses would never plan in one-year increments. To 
ensure the continued financial strength and operational 
effectiveness of the town, it is necessary to have a 
financial plan that is updated each year during the 
budget process. 
 
The purpose of a financial plan is not to predict future 
revenues and expenditures down to the penny but 
rather to anticipate and rationally plan for expected 
changes or problems. The real purpose of doing the 
“number crunching” in the forecast is to see what types 
of potential situations may be looming on the horizon.  
As is mentioned in the Budget Message, this creates a 
fiscal radar that gives the town more time to anticipate 
different scenarios and develop possible actions to deal 
with those scenarios before they become problems. 
 
HOW WAS THE FINANCIAL PLAN DONE? 
For the most part, the town’s annual budget is simply 
expanded to include two planning years — in this 
document, fiscal years 2024-25. Sections that were 
expanded to accommodate the two out-years of the 
financial forecast include: expenditure and revenue 
summaries, departmental budgets, fund balance tables, 
and staffing or position information. In addition, 
supporting narratives and discussions on revenue trends 
and assumptions, fund balances, goals and objectives, 
debt, personnel, and the capital improvement plan all 
address the FY23 budget year plus FYs24-25. As the 
reader goes through each section, information is usually 
provided or discussed for FYs23-25. This helps to map a 
course of where the town is and what it is planning to do. 

WHAT WERE THE FORECASTING ASSUMPTIONS? 
Revenue and expenditure projections are based on 
several sources: Consumer Price Index projections, 
historical trend analysis, price estimates from 
prospective vendors, and institutional knowledge.  
Keeping in tradition with the town’s budgeting 
philosophy, the town manager tended to be somewhat 
conservative with revenue estimates and slightly liberal 
with expenditures estimates.  This is done to increase the 
probability of producing a safe and realistic forecast. 
 
HOW WILL THE FINANCIAL PLANNING COMPONENT BE USED? 
Each year the town manager will use the Budget 
Message to discuss future issues and potential concerns 
for the town to monitor. This will help point out 
significant issues that may confront Hillsborough in the 
near or distant future. The multi-year forecasting 
component assists the town each year by helping to 
show the impact of this year’s budget decisions on the 
next several years. It is important to understand the 
effect that adding additional personnel, equipment, 
projects, or programs will have on Hillsborough’s budget 
and financial condition in the future. For instance, will 
buying this piece of equipment lower our fund balance 
to the point where we’ll need to raise taxes next year? 
The financial plan’s ultimate purpose is to get the staff 
and board in the regular habit of evaluating the multi-
year impact of the policy and budget decisions we make 
today. Continually reviewing finances and operations 
from a multi-year perspective can only help improve the 
town’s ability to regularly make well-informed decisions. 



MAJOR UNITS OF THE BUDGET 

Most budget documents focus primarily on revenue and 
expenditure  appropriations.    To  simplify  the  financial 
system  and  to  fairly  distribute  the  resources  of  the 
Town,  this budget  is separated by  function so all costs 
and  incomes  are  grouped  into  common  services, 
functions, and cost areas which are  in  turn placed  into 
appropriate  fund,  budget  unit,  and  line‐item  budgets.  
The  various  level  of  detail  provided  by  the  different 
budgets  (fund,  department,  and  line‐item)  help  the 
Town  to  manage  its  operational  and  fiscal  activities.  
The following definitions explain the primary units that 
compose the Hillsborough budget: 

FUNDS 
The fund is an independent fiscal and accounting entity. 
Funds  make  it  easier  to  keep  track  of  accounts  that 
operate similar types of activity and share the same set 
of  accounting  records.   Most  funds  are  economically 
self‐sufficient,  having  their  own  revenue  sources  to 
support their operational activities.  Funds may operate 
one or more sub‐groups, called budget units, which are 
responsible  for  delivering  various  types  of  services  to 
the  community.    The  Town  of  Hillsborough  operates 
two  funds:    the General Fund and  the Water & Sewer 
Fund.    The  General  Fund  handles  the  “general” 
operations  of  the  Town,  such  as  police  protection, 
street  maintenance,  solid  waste  services,  etc.    The 
Water & Sewer Fund, an enterprise fund, operates like a 
business.   Fees are paid  for  services provided –  in  this 
case customers pay for water and sewage usage.   

BUDGET UNITS 
Budget units  are  a  sub‐unit or division of  a  fund.    For 
example,  Fleet Maintenance  is  a  part  of  the  General 
Fund.  Each budget unit provides specific governmental 
services depending on their area(s) of responsibility. 

LINE‐ITEMS 
The  budget  for  each  fund  and  budget  unit  consists  of 
individual  line‐items  (detailed and condensed formats).  
Line‐items  represent  specific  expenditures  and 
revenues.    Examples of  line‐items  include  salaries  and 
wages,  maintenance  and  repair,  capital  outlay  (i.e. 
automobiles),  property  tax  revenues,  sales  tax 
revenues, etc.  Line‐items are the most detailed way to 
list budgeted expenditure and revenue information. 



FINANCIAL MANAGEMENT SYSTEM 
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
The accounting policies of the Town of Hillsborough 
conform to generally accepted accounting principles as 
applicable to governments. The following is a summary of 
the more significant accounting policies: 
 
A. Reporting Entity 
The Town of Hillsborough is a municipal corporation  
governed by an elected mayor and a five-member council. 
As required by generally accepted accounting principles, 
the financial statements present all funds and account 
groups that are controlled by or are financially dependent 
upon the town. The town provides financial support to 
certain boards, agencies and commissions. The town has 
evaluated its relationship with each of these entities 
according to criteria established by Statement 14 of the 
Governmental Accounting Standards Board and has 
determined that none of these entities is includable in the 
reporting entity because the town is not financially 
accountable for them. 
 
B. Basis of Presentation – Fund Accounting 
The accounts of the town are organized and operated on 
the basis of funds and account groups. A fund is an 
independent fiscal and accounting entity with a self-
balancing set of accounts comprised of assets, liabilities, 
fund equity, revenues, and expenditures or expenses as 
appropriate. Fund accounting segregates funds according 
to their intended purpose and is used to aid management 
in demonstrating compliance with finance-related legal and 
contractual provisions. The minimum number of funds is 
maintained in consistency with legal and managerial 
requirements. The account groups are not funds but are a 
reporting device used to account for certain assets and 
liabilities of the governmental funds that are not recorded 
directly in those funds. 
 
The town uses the following fund categories (further 
divided by type) and account groups: 
 
Governmental Funds 
Used to account for the town’s governmental functions. 
They include the following: 
 

General Fund 
The general operating fund of the town. It is used to 
account for all financial resources except those 
required to be accounted for in another fund. The 
primary revenue sources are ad valorem taxes, state 
grants and various other taxes and licenses. The 
primary expenditures are for general government,  
administration, public safety, street maintenance and 
construction, and solid waste services. 
 
 

 

 
Proprietary Funds 
Used to account for the town’s business-like activities. They 
include the following: 
 

Enterprise Fund 
Used to account for operations that are financed and 
operated in a manner similar to private business 
enterprises where the intent of the governing body is 
that the costs (expenses, including depreciation) of 
providing goods or services to the general public on a 
continuing basis be financed or recovered primarily 
through user charges; or where the governing body has 
decided that periodic determination of revenues 
earned, expenses incurred, and/or net income is 
appropriate for capital maintenance, public policy, 
management control, accountability, or other 
purposes. The town has one enterprise fund, the Water 
and Sewer Fund. The enterprise fund is comprised of 
the following sub-funds: 
• Water/Sewer: Accounts for the general operation 

of the water and sewer divisions.  
• Stormwater: Accounts for the general operation of 

the stormwater division. 
 
Fiduciary Funds 
Used to account for activities in which the town holds 
money in trust for a third party. They include the following: 
 

Trust and Agency Funds 
Used to account for assets held by the town in a trustee 
capacity or as an agent for individuals, other 
governments and/or other funds. These include 
pension trust funds. Pension trust funds are accounted 
for essentially the same as proprietary funds since 
capital maintenance is critical. The town has one 
fiduciary fund, the Pension Trust Fund.  

 
Account Groups 
General Fixed Assets Account Group 
Established to account for all town fixed assets, other than 
those accounted for in proprietary funds or trust funds. 
 
General Long-Term Debt Account Group 
Established to account for all general long-term debt and 
certain other liabilities that are not specific liabilities of the 
town’s proprietary funds.  
 
C. Measurement Focus and Basis of Accounting 
The accounting and financial reporting treatment applied to 
a fund is determined by its measurement focus. All 
governmental funds are accounted for using a current 
financial resources measurement focus. With this focus, 
generally only current assets and liabilities are included on 
the balance sheet. Operating statements of these funds  



present increases (revenues and other financing sources) 
and decreases (expenditures and other financing uses) in 
net current assets.  
 
The proprietary funds and pension trust fund are accounted 
for on the flow of economic resources measurement focus. 
With this focus, all assets and liabilities associated with the 
operation of these funds are included on the balance sheet. 
Proprietary fund type equity (net total assets) is segregated 
into contributed capital and retained earning components. 
Operating statements for these funds present increases 
(revenues) and decreases (expenses) in total net assets.  
 
The basis of accounting determines when revenues and 
expenditures and related assets and liabilities are 
recognized in accounts and reported in financial 
statements. It relates to timing of the measurements made, 
regardless of measurement focus applied. 
 
In accordance with the North Carolina General Statutes, all 
funds of the town are maintained during the year using the 
modified accrual basis of accounting. The governmental 
fund types are presented in the financial statements on this 
same basis. Under the modified accrual basis, revenues are 
recognized in the accounting period when they become 
susceptible to accrual (when they are measurable and 
available) to pay the liabilities of the current period. In 
addition, expenditures are recorded when the related fund 
liability is incurred, if measurable, except for unmatured 
principal and interest on general long-term debt (which is 
recognized when due) and certain compensated absences, 
claims and judgments (which are recognized when the 
obligations are expected to be liquidated with expendable 
available financial resources).  
 
The town considers all revenues available if they are 
collected within 90 days after year-end, except for property 
taxes. Ad valorem taxes receivable are not accrued as 
revenue because the amount is not susceptible to accrual. 
At June 30, taxes receivable are materially past due and are 
not considered to be an available resource to finance the 
operations of the subsequent year.  
 
Sales taxes and certain intergovernmental revenues, such 
as utilities franchise tax, collected and held by the state at 
year-end on behalf of the town are recognized as revenue. 
Intergovernmental revenues and sales and services are not 
susceptible to accrual because generally they are not 
measurable until received in cash. Grant revenues that are 
unearned at year-end are recorded as deferred revenues.  
 
Proprietary funds are presented in financial statements on 
the modified accrual basis of accounting. Under this basis, 
revenues are recognized in the accounting period earned 
and expenses are recognized in the period incurred. As 
permitted by generally accepted accounting principles, the 

town has elected to apply only applicable statements and 
interpretations of the Governmental Accounting Standards 
Board issued before Nov. 30, 1989, in its accounting and 
reporting practices for proprietary operations. 
 
D. Budgetary Data 
The governing board, as required by the North Carolina 
General Statutes, adopts the town’s budgets. An annual 
budget is adopted for the General Fund and the Water and 
Sewer Fund. All annual appropriations lapse at the fiscal 
year-end. Project ordinances are adopted for the Water and 
Sewer Capital Projects Fund and the Water and Sewer 
Capital Reserve Fund. All budgets are prepared using the 
modified accrual basis of accounting.  
 
Expenditures may not legally exceed appropriations at the 
department level for all annually budgeted funds and at the 
object level for the multi-year funds. The budget ordinance 
authorizes the town manager to transfer appropriations 
between functional areas within a fund up to $2,500; 
however, any revisions that alter the total expenditures of 
any fund or that change functional appropriations by more 
than $2,500 must be approved by the governing board. (See 
Fiscal Policies section for more information.) 
 
E. Budget Calendar 
A budget calendar is included in the North Carolina General 
Statutes that prescribes the last day on which certain steps 
of the budget procedure are to be performed. The following 
schedule lists the tasks to be performed and the date by 
which each is required to be completed. For more 
information on the process followed by the town, see 
Budget Process section. 
 
• April 30: Department heads each will transmit to the 

budget officer the budget requests and revenue 
estimates for their department for the budget year.  

• June 1: The budget and budget message shall be 
submitted to the governing board. The public hearing 
on the budget shall be scheduled at this time.  

• July 1: The governing board shall adopt the budget 
ordinance.  

 
F. Encumbrances 
As permitted by General Statute 159-26(d), the town 
maintains encumbrance accounts that are considered to be 
budgetary accounts. Encumbrances outstanding at year-
end represent the estimated amounts of the expenditures 
ultimately to result if unperformed contracts in process at 
year-end are completed. Encumbrances outstanding at 
year-end do not constitute expenditures or liabilities. These 
encumbrances outstanding are reported as “reserved for 
encumbrances” in the fund balance section of the balance 
sheet and are charged against the subsequent year’s 
budget. Encumbered appropriations are reappropriated in 
the ensuing year’s budget.



FISCAL POLICIES  
 

These financial policies were developed by the Board of 
Commissioners, finance director, and town manager.  
These policies are general in nature and designed to act 
as a guide to assist in making sound fiscal management 
decisions for the town. The Town of Hillsborough can 
continue to strengthen its solid foundation, built on 
responsible fiscal and budgetary practices, by adhering 
to established financial policies, following the North 
Carolina Budget and Fiscal Control Act, and accepting 
guidance from the town’s independent auditors, Local 
Government Commission and the University of North 
Carolina at Chapel Hill School of Government. 
 
ACCOUNTING POLICY 
The town will establish and maintain its accounting 
systems in compliance with the North Carolina Local 
Government Budget and Fiscal Control Act. Financial 
systems will be maintained to monitor revenues and 
expenditures on a monthly basis.  All revenue collections 
will be consolidated under the finance director and 
audited annually.  An annual audit will be performed by 
an independent certified public accounting firm, which 
will issue an official opinion on the annual financial 
statements, with a management letter explaining 
recommended improvements, if required. Town staff 
will attempt to address any such recommendations. The 
auditors will also prepare the town’s annual 
comprehensive financial report in compliance with 
generally accepted accounting principles. The report will 
be submitted each year to the Government Finance 
Officers Association for recognition under the Certificate 
of Achievement for Excellence in Financial Reporting 
program. Internal accounting control procedures or 
operations will be maintained and upgraded as needed 
to maximize the security and efficiency of the accounting 
system and town assets. 
 
BUDGET AMENDMENT POLICY 
General Statute 159-15 authorizes the governing board 
to amend the budget ordinance at any time after the 
ordinance is adopted, so long as the amended ordinance 
continues to meet the requirements of G.S. 159-8, which 
states the budget must be balanced, and 159-13, which 
describes the form, adoption, limitations, tax levy and 
filing of the budget ordinance. Budget amendments 
cannot increase or decrease the tax levy or alter a 
taxpayer’s liability unless the board is ordered to do so 
by the courts or an authorized state agency. 

Budget amendments must be made prior to obligating 
funds in excess of adopted budget appropriations.  North 
Carolina state law, G.S. 159-8, requires that each fund in 
the budget remain balanced. Therefore, whenever a 
change in an estimated revenue or appropriation occurs 
throughout the year, an offsetting adjustment to some 
other revenue or appropriation account(s) must be made 
to keep the fund balanced.  Budget amendments provide 
a way for local governments to accomplish this. 
 
General Statute 159-13(a) allows the budget ordinance 
to be in any form that the board considers most efficient 
for making fiscal policy decisions, but the board must 
make appropriations by department, function or project 
and show revenues by major source. 
 
A budget amendment must contain certain information, 
depending on its purpose. If the amendments increases 
an appropriation based on an increase in revenue, the 
amendment will specify the appropriation and its 
increase, as well as the revenue and its increase.  
Likewise, if the amendment reduces one appropriation 
and increases another, with no new revenue source, 
each appropriation will be listed along with the amount 
of increase or decrease.  Each amendment must balance.  
Total increases in appropriations should equal total 
increases in revenues if new revenues are involved. In all 
situations, a brief description of the circumstances 
surrounding the amendment will be included on the face 
of the amendment or in the minutes where the 
amendment was approved. 
 
Board approval or review is indicated on each 
amendment, either by signature of the town clerk to the 
board attesting to board approval or by including the 
amendment in the board meeting minutes. 
 
The finance director may make minor changes to the 
budget without obtaining prior board approval by formal 
budget amendment.  Such changes must be within a fund 
and not between two or more funds. (Note: These 
changes cannot result in recurring obligations, such as 
salaries.) Wherever the finance director makes this type 
of adjustment, the director is required to inform the 
board at the next meeting after the budget adjustment 
is made.  In this way, the board does not have to consider 
and vote on immaterial changes to the budget but is kept 
abreast of changes so the changes can be monitored. 
 



The most important aspect about budget amendments 
affecting expenditure accounts is that the amendments 
are made prior to funds being obligated. The finance 
director can be held personally liable for any obligations 
made that are not in accordance with the current budget 
ordinance. Therefore, if an obligation is made in excess 
of the budgeted appropriation, a violation of General 
Statute 159-181(a) has occurred, even if the ordinance is 
later amended to authorize the obligation and the 
resulting expenditure. 
 
Budget amendments may be made after June 30 to the 
budget ordinance for the prior year to cover obligations 
or expenditures in excess of appropriations that the 
town must legally pay. However, such items are still a 
statutory violation, and the budget must be presented in 
the audited financial statements as it stood on June 30.  
If these amounts are material, a note of disclosure in the 
audited financial statements is needed to indicate 
statutory noncompliance.   
 
CAPITAL IMPROVEMENT POLICY: 
The town will update and adopt annually a seven-year 
Capital Improvement Plan that details each capital 
project, the estimated cost, project description and 
anticipated funding source. Current operating budget 
expenditures will be used to maintain the Capital 
Improvement Plan projects and provide all salaries, 
operating costs, and small capital outlay required. 
 
DEBT POLICY  
In accordance with North Carolina General Statute 159-
55, the town’s bounded indebtedness will not exceed 8% 
of the assessed valuation of the town’s taxable property. 
Capital items and projects will be financed for a period 
that should not exceed the anticipated useful life of the 
asset. 
 
INVESTMENT POLICY 
The town will attempt to maximize the investment of idle 
moneys, thus generating greater amounts of non-tax 
revenue through increased investment earnings. The 
following factors will be of paramount importance and in 
order of priority whenever town funds are invested: 1) 
security, 2) liquidity, 3) diversity, and 4) yield. The Town 
of Hillsborough will only invest in those instruments that 
comply with North Carolina General Statute 159-30, 
which is part of the Local Government Fiscal Control Act. 
 
RESERVE POLICY   
General Fund: To ensure the town’s fiscal stability, it is 
necessary to maintain a healthy operating fund balance 
(reserve or savings) in the General Fund. Since 
Hillsborough has experienced disasters in the past, the 

town must be prepared to deal with the financial 
hardships that can be dealt by unpredictable storms, 
tornados, and hurricanes. In addition to the need for 
emergency funds, the fund balance allows the town to 
maintain adequate cash flow levels, provides steady 
investment income, helps absorb revenue shortfalls, 
allows the town to take advantage of unexpected 
opportunities, and occasionally aids in making non-
recurring capital purchases if the reserves are large 
enough. 
 
Each year during annual budget preparation, the Board 
of Commissioners will reevaluate the fund balance level 
needed for the upcoming year. The board will take into 
account the needs of the community, as well as the fiscal 
strength of the governmental unit, in making its decision 
to set an appropriate fund balance level.  The Local 
Government Commission recommends municipalities 
retain a fund balance level of at least 8% in the General 
Fund. The town will maintain an undesignated fund 
balance level between 20 and 60% (compared to annual 
General Fund expenditures) and strive to keep a 
minimum of 33% as its target or the equivalent of four 
months of operating expenditures for its fund balance. 
This benchmark figure will serve as a goal that the 
governing body will strive to meet each fiscal year to 
preserve the town’s financial integrity.   
 
Water/Sewer Fund: The retained earnings target in the 
Water/Sewer Fund is 25% (three months) of operating 
expenditures. 
 
Stormwater Fund: The retained earnings target in the 
Stormwater Fund is 25% (three months) of operating 
expenditures. 
 
REVENUE POLICY 
As provided by the North Carolina Local Government 
Budget and Fiscal Control Act, estimated revenue from 
the ad valorem tax levy will be budgeted as follows: 

A) Assessed valuation shall be estimated based on 
historical trends and growth patterns in a 
conservative manner. 

B) The estimated percentage rate of collection of the 
tax levy shall not exceed the rate of the preceding 
fiscal year. 

C) The tax rate shall be set each year based on the 
cost of providing general government services. 

D) The town shall operate under an annual balanced 
budget ordinance adopted and administered in 
accordance with General Statute 159-8(a). A 
budget ordinance is balanced when the sum of 
estimated net revenues and appropriated fund 
balance is equal to appropriations. 



 
The town will set fees for services to maximize user 
charges for identifiable services.   

A) Assessed valuation shall be estimated based on 
historical trends and growth patterns in a 
conservative manner. 

B) To the extent possible, the rate structure 
established for water and sewer customers will be 
sufficient to finance all operating, capital, and debt 
service costs providing said services. 

C) To the extent practical, any general town service 
that is of a higher level to benefit recipients shall 
be supported by user fees designed to recover 
costs from those recipients.  Examples include 
zoning and code enforcement activities funded 
through zoning permit fees and demolition 
charges. 

D) Where user fees are based on cost recovery, costs 
should be reviewed annually during the budget 
process and user fees adjusted as practicable. 

 



BUDGET PROCESS 
 
The budget is the most important document presented 
to the mayor and Board of Commissioners. It outlines 
policy direction and serves the community by providing 
an understanding of the town’s operating fiscal 
programs. The budget reflects the town’s commitment 
to maintaining necessary services, improving the quality 
of service, and keeping the impact of taxes to residents 
at a minimum. 
 
The town operates under an annual budget ordinance 
adopted by the Board of Commissioners in accordance 
with the provisions of North Carolina General Statute 
159 — known as the Local Government Budget and 
Fiscal Control Act. The town manager is required to 
submit a balanced budget by June 1, and the board 
must adopt the budget by July 1. A budget is balanced 
when the sum of estimated net revenues and 
appropriated fund balances is equal to appropriations. 
The fiscal year encompasses the period between July 1 
and June 30. 
 
PROCEDURES 
The town’s budget process begins in February, at which 
time the Board of Commissioners set goals for the 
upcoming fiscal year. Departments then receive their 
operating budget and capital improvement plan forms 
and instructions. 
 
Department heads are responsible for estimating 
departmental expenditures. The budget director 
determines revenues in conjunction with appropriate 
department heads. When budgeting expenditures, the 
basic requirements are to request sufficient funding to 
adequately operate the department and to request 
funding at the lowest reasonable level in order to 
achieve departmental goals and objectives. The 
requests are submitted to the budget director and then 
are organized and analyzed.  
 
The budget reflects the service priorities of the 
governing body and residents of Hillsborough.  The 
community’s service needs are determined by public 
hearings and feedback from the Board of 
Commissioners.  The town manager and budget staff 
then conduct a comprehensive review of service needs 
in light of departmental budget requests. After final 
service priorities are established and decided upon, a 
balanced funding plan is formulated. Through careful 
assessment of funding requirements and financing 

methods, a proposed budget document is organized 
into final format and submitted to the mayor and Board 
of Commissioners for their consideration and adoption. 
The mayor and board review the recommended budget 
packet thoroughly, including departmental performance 
objectives, with the town manager and budget staff 
during special work sessions. A copy of the proposed 
budget packet with recommended changes is also filed 
with the town clerk for public inspection, and a public 
hearing is scheduled prior to the budget’s formal 
adoption. Adoption of the budget by the Board of 
Commissioners establishes the legal authority to incur 
expenditures in the ensuing fiscal year. All annual 
appropriations lapse at the fiscal year end.  
 
The adopted budget document acts as a work plan and 
provides the governing body and management staff 
with a mechanism for evaluating budgetary and 
organizational performance. 
 
BUDGET TRANSFERS AND AMENDMENTS 
Although use of the budget begins July 1, changes to 
revenues and expenditures can occur throughout the 
fiscal year. Under a budget transfer, monies are 
transferred, within the departmental budget, from one 
line-item revenue or expenditure to another line item.  
This process requires the approval of the town 
manager, who may allow any amount of money to be 
shifted within a cost center. The town manager is also 
authorized to effect interdepartmental transfers within 
the same fund, not to exceed 10% of the appropriated 
monies for the department for which the allocation is 
reduced.  A budget amendment usually involves larger 
sums of money and results in a significant change to the 
department’s overall revenue and/or expenditure level. 
Budget amendments require Board of Commissioners 
approval. Budget transfers and amendments must 
adhere to the balanced budget requirements and must 
impose no additional tax levy liability on residents. 
 
The town does not make inter-fund transfers to 
supplement revenue shortfalls for the purpose of 
funding standard operating expenditures or services, 
except in disaster or crisis situations. The town operates 
each fund like a self-sufficient business. Operating 
revenues and reserves should be sufficient to cover 
each fiscal year’s expenditures and still provide a 
healthy reserve in each fund.  Payment for services 



rendered and shared between funds is an acceptable 
and preferred practice of cost accounting.  
 
ENCUMBRANCES 
All monies at the fiscal year end lapse and spending 
authority ceases, unless specific services or goods are 
encumbered. An encumbrance is a financial 
commitment or earmark for services, contracts, or 
goods that have not been delivered by June 30 — the 
end of the fiscal year. Encumbered monies are carried 
over into the new fiscal year’s budget. Outstanding 
encumbrances at fiscal year end do not constitute 
expenditures or liabilities.   
 
BASIS OF BUDGETING / ACCOUNTING 
In accordance with the North Carolina Budget and Fiscal 
Control Act, the budget is developed and adopted 
under the modified accrual basis of accounting. Under 
this format, revenues are recognized when measurable 
and available and obligations of the town are budgeted 
as expenditures. During the fiscal year, budgets are 
monitored and accounted for using the modified  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

accrual basis. At the end of the fiscal year, the town’s 
annual comprehensive financial report is prepared using 
generally accepted accounting principles. All 
governmental funds are reported using the modified 
accrual basis of accounting. The annual document 
reports all proprietary funds using the full accrual basis 
of accounting, whereby revenues are recognized when 
earned and expenses recognized in the period incurred. 
For simplicity, the budget document reports all 
propriety funds’ prior year actuals using the modified 
accrual method. 
 
FINANCIAL PLANNING  
The town incorporates a ten-year financial forecast and 
capital improvement plan into its annual budget 
document. Town officials use this financial plan to 
anticipate potential problems, increasing the probability 
that action can be taken well in advance to address 
issues while they are relatively small and manageable.  
In addition, the financial plan allows town officials to 
see the impact of today’s budgetary decisions on the 
future. 
 

TASK
START 
DATE

DUE 
DATE(S)

Mgt. & Budget Team discuss process 
and calendar

10/11/21 10/11/21

Budget Staff estimates revenues 10/11/21 5/11/22
Budget Packets distributed to 
departments; CIPs due 12/17/21; 
budget $$ request due 1/21/22

11/10/21
12/17/21
1/21/22

CIP forms distributed 11/10/21 1/21/22

Fees & Charges Schedule distributed 11/10/21 1/21/22
Budget requests analyzed and reviewed 
with Dept Directors

2/17/21 5/6/22

General Fund budget review 2/7/22 2/11/2022

Water & Sewer Fund budget review 2/7/22 2/11/2022

Budgetary & Strategic Planning Retreat 3/20/22 3/20/22
Town Manager's recommended budget 
compiled and presented to Mayor & 
Board of Commissioners

5/9/22 5/23/22

Budget available for public viewing at 
Town Clerk's Office

5/9/22 6/30/22

Mayor & Board of Commissioners 
review budget

5/9/22 6/13/22

Budge Workshop & Public Hearing 5/23/22 5/23/22
Budget Workshop - 2nd workshop if 
needed

5/31/22 5/31/22

Budget Adopted 6/13/22 6/13/22

Evaluation of budget process 7/25/22 9/23/22

Legend: Town Mgmt., Budget Staff, Operations Team & Staff Town Mgt. & Budget Staff
Budget Staff, Department Directors Budget Staff
Mayor, Board of Commissioners, Town Mgmt., Dept. Directors, Budget Staff Mayor & Board
External Agencies, Budget Staff, Town Manager, Mayor & Board Department Directors

FEB MAR APRIL

FY2022-23 OPERATING/CIP BUDGET DEVELOPMENT CALENDAR

SEPT MAYNOVJULY OCTAUG JUNEDEC JAN
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