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GLOSSARY

Account: The detailed record of a particular asset, liability, owners' equity, revenue or expense.

Accrual basis: Where revenue and expenses are recorded in the period in which they are earned or
incurred regardless of whether cash is received or disbursed in that period.

Ad valorem tax: Commonly referred to as property tax; levied on both real and personal property
according to the property's valuation and the tax rate.

Annualize: Taking changes that occurred mid-year and calculating their cost for a full year, for the purpose
of preparing an annual budget.

Appropriated fund balance: The estimated fund balance appropriated into the annual budget.
Appropriation: A legal authorization to incur obligations and make expenditures for specific purposes.
Approved budget: The final budget the Board of County Commissioners adopts by July 1.

Assessed valuation: Set upon property by the Assessor as a basis for levying property taxes.

Asset: Anything owned by an individual or a business, which has commercial or exchange value.
Balanced budget: Where revenues and expenditures are budgeted at equal amounts.

Base budget: Cost if continuing the existing levels of service.

Basis of accounting: Governmental funds are reported using the current financial resources measurement
focus and the modified accrual basis of accounting.

Basis of budgeting: The annual budget is prepared on the modified accrual basis of accounting as required
by North Carolina law.

Board of County Commissioners (BOCC): The governing body of Durham County, consisting of five
commissioners elected at-large and serving for four year terms.

Bond: A written promise to repay debt on a specific date in the future, along with payment of a specified
amount of interest at predetermined intervals while the debt is outstanding.

Bond agency fees: Fees charged by bond agencies for services related to debt issuance.

Bond covenant: Provision in a bond or debt contract which require the debt issuer to meet certain
standards or do certain things.

Bond rating: Grade indicating a unit's investment qualities; Ratings range from AAA (highest) to D
(lowest).

Budget: Plan of financial activity for a specific period of time indicating all planned revenues and expenses
for the budget period.

Budget amendment: A means for the County Commissioners to recognize new revenues or expenditures
and amend the operating budget.

Cafeteria plan: An employee benefit in which options are presented for health care insurance and related
services.

Capital expenditure (or outlay): Fixed asset which has a value of $5,000 or more and has a useful economic
lifetime of more than one year.

Capital Improvement Program (CIP): Long-range plan which outlines major capital needs and the means
of financing proposed acquisitions.

Certificates of participation: Shares in a debt obligation created by a capital lease that are sold to or placed
with investors. The certificates are secured by the property financed with the debt.



Code: System of numbering accounts and transactions in order to produce desired information. See
Commitment Item.

Commitment Item: Accounting code used to classify and expenditure or a revenue. Examples include;
5100011000 - Salary, 5200110200 - Telephone, 4100200600 - 2006 Property tax revenue.

Constant dollars: Actual dollar amounts adjusted for inflation.

Contingency: A budgetary reserve set aside for emergencies or unforeseen expenditures not otherwise
budgeted.

Debt: Money or other property lent or borrowed and that must be repaid or returned. Debt may be
outstanding for a short term (one year or less) of for a long term (one year or more).

Debt service: Cost of paying principal and interest on borrowed money according to a predetermined
payment schedule.

Department: The organizational units of County government which provide specific services.

Designated fund balance: Designations of fund balance represent tentative management plans that are
subject to change.

Elected Officials: Positions decided upon by voters and include the Board of County Commissioners,
Sheriff, and Register of Deeds.

Employee benefits: Benefits beyond salary compensation including healthcare, retirement, disability, life
insurance, etc.

Encumbrances: A reservation of budget authority for a particular purpose. An encumbrance typically
occurs when a purchase order or contract is approved.

Enterprise fund: A separate fund that accounts for a government-owned enterprise such as solid waste or
water-sewer systems.

Expenditure: Payment of cash on the transfer of property or services for the purpose of acquiring an asset,
service, or settling a loss.

Federal and State Revenues: Funds received from federal, state, and other local government sources.

Fire district: Special district taxes are levied for fire protection in seven districts: Bethesda, Lebanon,
Parkwood, Redwood, New Hope, Eno, and Bahama.

Fiscal year: A declared accounting year, not necessarily a calendar year. The fiscal year for Durham County
is July 1 - June 30.

Fixed asset: Assets of long-term character that are intended to continue to be held or used; such as land,
buildings, furniture, and other equipment.

Full-time equivalent (FTE): A position count that calculates workforce by number of hours worked
relative to a standard working schedule. For instance, a part-time worker may be considered .5 FTE.

Function: Grouping of agencies that provide similar services. For example the “Public Safety” function
includes the Sheriff, EMS, Criminal Justice Resource Center, Fire Marshal, and Emergency Communication
among others.

Fund: Fiscal entity with revenues and expenses that are segregated for the purpose of carrying out a
specific purpose or activity.

Fund balance: Funds accumulated through the under expenditure of appropriations and/or the act of
exceeding anticipated revenue.

GAAP: Generally Accepted Accounting Principles.

GASB: Government Accounting Standards Board. More information at http://www.gasb.org/



General Fund: The main operating fund accounting for governmental functions supported by general
taxes and revenues, and financial resources that legal requirements do not require to be accounted for in
another fund.

General obligation bonds: Bond that is backed by the full faith, credit, and taxing power of the
government.

Goal: A broad statement of desired conditions to be maintained or achieved through the efforts of an
organization; standard against which progress is measured.

Grant: Gift of money from one organization to another.
Intergovernmental revenues: Funds received from federal, state, and other local government sources.

Internal service fund: A fund that may be used to account for any activity that provides goods or services
to other departments or funds within the same government.

Lease: A contract where a party being the owner (lessor) of an asset (leased asset) provides the asset for use
by the lessee at a consideration (rentals), either fixed or dependent on any variables, for a certain period
(lease period), either fixed or flexible, with an understanding that at the end of such period, the asset,
subject to the embedded options of the lease, will be either returned to the lessor or disposed off as per the
lessor's instructions.

Liability: A loan, expense, or any other form of claim on the assets of an entity that must be paid or
otherwise honored by that entity

Mission: The mission of Durham County Government is to enhance the quality of life for its citizens by
providing education; safety and security, health and human services; economic development; and cultural
and recreational resources.

Modified accrual basis: Under this accounting basis, revenues are considered available when collectible
either during the current period or after the end of the current period but in time to pay year-end liabilities.
Expenditures are recognized when a transaction or event is expected to draw upon current spendable
resources rather than future resources.

Net assets: The difference between total assets and current liabilities including non-capitalized long-term
liabilities.
Object of expenditure: An expenditure classification related to the type of goods or services purchased

such as office supplies.

Objective: A specific statement of desired results which represents a single step in the achievement of a
goal. Objectives are measurable and can be accomplished within a specific interval of time.

Other Financing Sources: A revenue category containing appropriated fund balance and transfers from
other funds.

Operating expense: Cost for personnel, materials, and equipment required for a department to function.
Ordinance: A legal document adopted by the governing body setting policy and procedures.

Pass-through funds: Funds from other jurisdictions, such as the federal government, which are used often
for specific purpose or activity administered by the county.

Performance budget: A budget in which expenditures are based primarily upon measurable performance
of activities and work programs.

Performance indicator: Specific quantitative and qualitative measures of work performed.

Personal property: Classified within two divisions; "Tangible" property includes items that are visible and
movable, "Intangible" property includes stocks, bonds, bank deposits, etc.

Personal services: Expenditures for salaries, wages, and fringe benefits.



Agency: Group of related activities performed by one or more organizational units (fund centers) for the
purpose of accomplishing a function for which the government is responsible.

Property taxes: Levied on real and personal property and set at a rate of cents on each dollar of value of the
property.
Real property: Land, buildings, and items permanently affixed to land or buildings.

Reappraisal (or revaluation): The process of revaluing a jurisdiction's real property in order to adjust the
tax value to the market value.

Reclassification: A change in the classification and corresponding job title of an existing position which
results from a major change in assigned responsibilities.

Recommended budget: The County Manager presents a recommended budget to the BOCC based on
requests for funding from departments. It must be provided to the BOCC by June 1.

Reserved fund balance: Amounts that are not appropriable or are legally segregated for a specific purpose.

Revenue: Any type of funds that can be used to pay for expenses. Types of revenue include property taxes,
sales taxes, state funds, federal funds, grant funds, fees, interest earnings, loans, etc.

Revenue bonds: Bond secured by and repaid from specific and limited revenues. The pledged revenues
are most often net revenues or earnings from a self-supporting utility or enterprise.

Service level: The amount of service provided during a fiscal year as indicated by one or more
performance indicators.

Special assessments: Charges to property owners which finance public improvements or services deemed
to benefit specific properties.

Special revenue fund: A fund used to account for the proceeds of special revenue sources (other than for
capital projects) that are legally restricted to expenditures for specific purpose.

Statute: North Carolina state laws.
Tax levy: Revenue produced by applying a given tax rate to a property's assessed, or tax, value.

Transfers In/Out: Amounts transferred from one fund to another to assist in financing the services for the
recipient fund.

Trend: A trend is a continuing direction of movement of a chronological series of data charted on a graph.
Trust fund: Used to account for assets the County holds on behalf of others.
Undesignated fund balance: The amount of fund balance which is available for future appropriations.

User charges: Payment of a fee for direct receipt of a public service by the party who benefits from the
service.



BUDGET AND AMENDMENT PROCESS

OVERVIEW

The budget process is designed to ensure that taxpayer dollars are efficiently and effectively utilized to fairly deliver
essential governmental services. The Budget Office serves as a coordinating resource to the Board of County
Commissioners (BOCC), County Manager, departments, nonprofit organizations, and citizens who each play a
pivotal role in the budget creation and review process. Through the budget, Durham County fulfills its mission to
enhance the quality of life for its citizens by providing education; public safety and security, health and human
services; economic development; and cultural and recreational resources in the County.

GOVERNING STATUTES

The North Carolina Local Government Budget and Fiscal Control Act provides the legal framework in which all
cities and counties in the state conduct their budgetary processes. The legislation is found in Chapter 159 of the
General Statutes and establishes several important dates and provisions including;:

e By April 30 - Departments must submit requests to the budget officer (NCGS § 159-10)

e By June 1 - Recommended budget must be submitted to Commissioners (NCGS § 159-11 (b))

e Before adoption - A public hearing must be held (NCGS § 159-12(b))

e By July 1 - From 10 days after submitted to the Board, but by July 1, a balanced budget must be adopted
(NCGS § 159-13 (a))

BUDGET PROCESS

All Durham County departments are required to submit requests for appropriation to the county manager on or
before March 15t of each year. This is done through a customized version of SAP software that compiles requested
revenues, expenditures, and new positions from each department. The Budget & Management Services department
is responsible for advising and supporting county departments throughout the entire budget process, performing
budget software maintenance and training, publishing recommended and approved budget documents, analyzing
and assisting in the Manager’s recommendation of requests, updating and distributing a budget manual, among
other important duties.

The Budget Office, under the direction of the county manager, uses the departmental requests as the starting point
for developing a recommended budget. Departments are asked to provide a continuation budget and identify
expansion items through a priority ranking system. This information is ultimately reviewed and adjusted in order to
create a balanced recommended budget that the county manager presents to the commissioners for review prior to
May 31t of each year. The board is required to hold public hearings on the recommended budget and to adopt a
final budget no later than June 30, the close of Durham’s County’s fiscal year. The BOCC typically holds multiple
budget work sessions to address issues in the recommended budget. As required by North Carolina law, the BOCC
adopts a budget ordinance setting a tax rate and spending authority for the fiscal year.

AMENDMENT PROCESS

The adopted budget is prepared by fund, function (e.g., public safety), and department/ agency (e.g., sheriff).
However, the appropriations are formally budgeted and approved on a functional basis. The county manager is
authorized to transfer budget amounts within a function up to 15% cumulatively without reporting to the BOCC.
The county manager is authorized to transfer budget amounts between functions of the same fund up to $20,000
with an official report of such transfer being made at the next regular meeting of the BOCC. Departments routinely
submit budget amendments as agenda items to the BOCC after review by the Budget Office. The amendments are
typically placed on the consent agenda, but can be pulled for discussion. Upon approval by the BOCC, the Budget
Office updates the financial system to reflect the amendment.



FY 2006-07 Budget Calendar

Thursday

Friday

Tuesday &
Wednesday

Monday

Friday

Monday

Friday

Friday

Friday

Friday

January 12,
2006

January 13

January 17
& 18

January 17-
January 25

February 6

February 17

February 20

February 24

March 3

March 3

March 17

Board of County Commissioners Annual Retreat

Distribution of Nonprofit Agency application materials

Newspaper Advertisements - Nonprofit Agency
Application process

SEM (Strategic Enterprise Management) Training (new
budget preparation module in SAP system)

Distribution of Budget Materials/Manual to Departments
(via County Intranet)-Position Cost Planning (PCP)
information for departmental verification via e-mail

Departments submit PCP changes to Budget Analysts

SEM Budget System open for entry of Department Budget
Requests

Departments submit to Budget Office: Preliminary
Position Request form for new positions ; and
Information Technology Request form (new requests only,
not replacements) to Bonnie Simons in IT (form e-mailed
to Departments by IT).

Nonprofit Agency Applications due by 4pm to Budget
Office

Human Resources finalizes PCP changes-new PCP Plan
run

Departmental Budget Requests DUE TO BUDGET
OFFICE - Entered into SEM System (Transmittal Letter,
Performance Measures, and Other Supporting
Documentation not included on SEM System should be
sent via e-mail to Budget Analyst)



Friday

Monday-
Friday

Friday-
Thursday

Monday

Friday

Monday

Monday

Friday

Monday

Tuesday
Friday

Monday
Monday

Monday

March 17

March 20-
March 31

March 31-
April 13

March 27

April 7

April 10

April 10

April 28

May 22

May 30-
June 16

June 12
June 26

July 3, 2006

Superintendent’s Recommended Budget Request for
Durham Public Schools (as submitted to Board of
Education)

Budget Department Review and Analysis of Departmental
Budget Requests

Departmental Budget Presentations with County
Manager or respective Deputy Manager and Budget
Office

Budget Director, Finance Director, Tax Administrator, Tax
Assessor and Tax Collector develop revenue estimates for
all funds, tax and fire districts

Volunteer Fire Districts submit requests to Fire Marshal
and Budget Office

Human Resources submits preliminary compensation
recommendations to the County Manager

Budget Staff begins Recommended Budget preparation

Durham Public Schools submit School Board’s request to
County Manager

County Manager delivers Recommended Budget to Board
of County Commissioners and Notice of Public Hearing

to be published

BOCC Budget Work sessions (specific dates to be
scheduled)

Board holds Public Hearing on Recommended Budget
Board Adoption FY 2006-07 Operating Budget Ordinance

FY 2006-07 Budget available in SAP System



