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Introduction

From the Council and staff of the City of Hickory, welcome! The pages in this document represent
our plans to utilize the City’s resources to continue a quality of life that is safe, clean, prosperous,
and enjoyable.  Hickory is our home, and we take pride in having the opportunity to improve the
City through our professional lives every day. We are pleased that by reading through this
document you share our desire to enhance one of the most vibrant cities in the nation. We hope
that readers at all levels of budget experience will find this document to be an informative
presentation of the challenges and opportunities that face the City of Hickory.

Mayor, City Council, City Manager, and City Attorney

Municipal budgets can be complex and confusing. Discussions often present the same information
from more than one perspective. Technical terms like “Unrestricted Intergovernmental Revenue,”
for example, can also be confusing, so this document attempts to define and clarify terms wherever
necessary. Should it fail to do so, please contact the City Manager’s Office at (828)323-7412. Please
note, however, that the City of Hickory’s budget document emphasizes functional areas of City
responsibilities (e.g., Public Safety, Transportation), and does not isolate organizational units or
account groupings independently. While the document may present and discuss several pictures of
the same budget, centering the discussion on these major themes (functions) facilitates budget
discussion at a much broader level.

The layout of the document is intended to take the reader from the broadest budget presentations
(trends, consolidated totals, etc.) to the more specific budget presentations (individual department
budgets, specific projects, etc.). Realizing that information needs are different for every reader, the
document is divided into sections to provide easy “flip-to” access.
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Introduction

To present a complete picture of the City’s finances and spending plans for FY 2019-20, this detailed
Budget Document is organized into the following sections:

*****

City Manager’s Message: The City Manager discusses the major issues that affect City operations.
In essence, the City Manager defines the costs of the issues facing the City (expenditures) and
proposes the resources (revenues) to apply to each issue.

Budget Overview: Fund and functional area highlights are outlined as well as personnel,
operational and capital summary totals.

Budget Ordinance: The actual legally binding ordinance that establishes the new annual budget.

City Council Priorities and Action Plan: Council’s priorities for the next fiscal year are
established. Fiscal management policies are also presented, including modifications for the new
year.

Budget Guide: How does the City develop its budget document, and what do all the pages of
numbers and tables mean? This section dissects the structure of the budget and explains the
relationships between its many facets. We recommend that the novice reader start here to gain an
understanding of the budget.

Consolidated Budget Summary: The document begins to evaluate the numbers that have been
articulated in the City Manager’s Message and officially proposed in the Budget Ordinance. A
context for the budget begins to develop as it is related to budgets of previous years. Consolidated
summaries, as well as the detail underlying budget decisions, focus on the premises used to develop
the budget. This section presents trends and assumptions for revenues and expenditures, as well as
discussions of fund balance projections and personnel projections.

Other Funds: This section describes the Community Development Block Grant (CDBG)
entitlement funding awarded to the City of Hickory by the Federal Department of Housing and
Urban Development.

Capital Improvements/Grant Projects: This section outlines the 5-Year Capital Improvement
Plan (CIP), which is a multi-year financial plan for the purchase or construction of capital assets.

Debt Service: The City’s debt position is discussed with projections for future debt needs.

Five Year Financial Forecast: What are the assumptions that will guide the decision-making
process in the coming years? Forecasts for expenditures and revenues establish the parameters for
budgets for the next five years.

https://www.bing.com/images/search?q=hickory+logo&id=FBEED696E4041A2EFD6045209D6FF03813B6F0B9&FORM=IQFRBA
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Performance Measurement: A feature section that highlights the results of the performance and
cost data for those City departments participating in the North Carolina Performance Measurement
Project.

Supplementary Information: Find background information about the City of Hickory in this
section.  Included are demographic, geographic, historical, and statistical information, as well as
the City’s pay plan.

Budget Glossary: Definitions of terms used in the document. Most acronyms and technical terms
are defined when they first appear in the document, but some are defined in this section to provide
needed explanations.
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FY2019-2020 ADOPTED BUDGET OVERVIEW

Operating Funds Adopted Budget Amount
General Fund $ 52,795,516
Water and Sewer Fund 32,914,277
Sludge Composting Fund 1,818,579
Stormwater Fund 259,922
Transportation Fund 2,754,475
Solid Waste Fund 5,511,748
Total $ 96,054,517

*Internal Service Funds
Capital Reserve Fund $ 4,680,000
Fleet Maintenance Fund 2,796,782
Insurance Fund 7,447,290
Total $ 14,924,072

All Funds Total $ 110,978,589

*The Internal Service Funds are supported by budgetary transfers from the Operating Funds they serve. Even though including them in the overview above creates
a double counting, to exclude them would not give a comprehensive view of the City’s budget.

THE FUNDS OF THE ADOPTED BUDGET
General Fund
The General Fund contains all the governmental services that do not generate sufficient revenue to support
their activities including Police, Fire, Recreation, Public Services, Library, Planning and Development,
Administration, and Governing Body. This fund also transfers portions of its revenue to support the City’s
Stormwater Fund and the Capital Reserve Fund.

In the FY2019-2020 Budget, the General Fund is balanced with a property tax rate of fifty-eight and seventy-
five ten thousandths ($0.5875) cents per one hundred dollars ($100) valuation. During 2019 there was a
revaluation of all real property in Catawba County, and the effective “revenue-neutral” tax rate for the City of
Hickory is $0.5550 cents.  The proposed tax rate is an increase of $0.021 cents above the FY18-19 rate of
$0.5665.  During FY2019-20 this rate is expected to provide $28,975,000 in property tax revenue.

The City’s property tax base has increased $291,220,722 over the FY2018-2019 amount. For FY2019-2020,
the property tax base is estimated to be $5,007,451,993.

The FY2019-2020 General Fund Budget totals $52,795,516.

Water and Sewer Fund
The Water and Sewer Fund contains all water production, water distribution, wastewater collection and
wastewater treatment activities of the City. This fund is totally self-supporting, meaning it receives no
supplement from any other fund to support its operations.

There is a 3.75% increase proposed in water and sewer rates for FY2019-2020. Water and sewer operations
have experienced material and energy cost increases over the past year but only nominal growth in its

Return to Table of Contents
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customer base, therefore necessitating this increase. Additionally, in 2019 there are new requirements for
greater municipal financial participation in NCDOT projects that involve impact to local water and sewer
infrastructure.

The FY2019-2020 Water and Sewer Fund Budget totals $32,914,277.

Sludge Composting Fund
The Sludge Composting Fund contains all sludge (wastewater by-product) management activities of Hickory,
Conover and Catawba County.

A consortium consisting of Hickory, Conover, and Catawba County manages the Sludge Composting Fund.
This fund receives its revenues from those jurisdictions. The finances of the fund are managed by the City of
Hickory, and its budget is contained within the City of Hickory’s Annual Budget.

The FY2019-2020 Budget for the Sludge Composting Fund totals $1,818,579.

Stormwater Fund
The Stormwater Fund contains all the activities related to complying with Federal and State Stormwater
Regulations. It is jointly funded by both the General Fund and the Water and Sewer Fund, each of which
contributes half the Fund’s cost.

The FY2019-2020 Stormwater Fund Budget totals $259,922.

Transportation Fund
The Transportation Fund contains all Airport activities of the City. The Hickory Regional Airport assumed
Fixed Based Operations responsibilities in December 2011. This fund is totally self-supporting, meaning it
receives no supplement from any other fund to support its operations.

The FY2019-2020 Budget for the Transportation Fund totals $2,754,475.

Solid Waste Fund
The Solid Waste Fund contains the following divisions: Residential Collection, Recycling, and Commercial
Bulk Services.

The Solid Waste Fund is largely supported by the Solid Waste Fee which is paid by all residential solid waste
customers in the City. For FY2019-2020 there is no recommended increase in the current fee of $22.50 per
month.

The FY2019-2020 Solid Waste Fund Budget totals $5,511,748.

Capital Reserve Fund
The Capital Reserve Fund exists as a financial tool to help in the funding of future capital projects.  It is the
City’s practice to budget up to two ($0.02) cents of the property tax rate towards the Capital Reserve Fund
to ensure the availability of funds necessary for capital projects such as buildings, equipment, vehicles and
infrastructure. The City also sets aside a portion of its Water and Sewer Fund revenue for future water and
sewer related capital purchases and projects. Without adequate funding provided to the Capital Reserve

Return to Table of Contents
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Fund, the City would have to rely more heavily on its Fund Balance or debt financing for major capital
purchases.

In the FY2019-2020 Budget, the General Fund and Water and Sewer Fund will both make financial
contributions to the Capital Reserve Fund. The amounts will be $1,200,000 and $940,000 respectively.

The total budget for the Capital Reserve Fund for FY2019-2020 is $4,680,000 which includes the
appropriations toward major capital purchases and projects.

Fleet Maintenance Fund
The Fleet Maintenance Fund contains all vehicle and equipment maintenance activities of the City. This is
an Internal Service Fund, meaning this fund accounts for activities that serve other funds within the City’s
budget structure. The North Carolina General Statutes do not require that Internal Service Funds be included
in the Annual Budget; however, they are included in this budget to more fully disclose all the financial
operations of the City.

The FY2019-2020 Budget for the Fleet Maintenance Fund totals $2,796,782.

Insurance Fund
The Insurance Fund contains all insurance (health, dental, property/casualty, liability and worker’s
compensation) activities of the City. This is an Internal Service Fund, meaning this fund accounts for activities
that serve other funds within the City’s budget structure. The North Carolina General Statutes do not require
that Internal Service Funds be included in the Annual Budget; however, they are included in this budget to
more fully disclose all the financial operations of the City.

The FY2019-2020 Budget for the Insurance Fund totals $7,447,290.

EXPENDITURES BY FUNCTIONAL AREA

Not only are expenditures accounted for in the various funds, they are also organized into functional areas.
Below you will find those functional areas as well as a sampling of programs, expenditures and purchases
contained in the FY2019-2020 Budget.

General Government (Governing Body, City Manager’s Office, Office of Communications, Finance, Human
Resources, Information Technology, Budget Office, City Clerk, Legal, Engineering, District Court, Public
Services Administration, Central Services, Landscape Services, Public Buildings, Insurance Fund, Fleet
Maintenance)

· Continued Participation in the North Carolina Performance Measurement Project
· Public Art Commission Funding
· Community Appearance Commission Funding
· Neighborhood College
· Coworker Appreciation Day
· Coworker Service Awards Program
· Coworker Quality Awards Program
· Coworker Health Fair

Return to Table of Contents
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· Safety Consulting Services
· Technology Upgrades
· GIS Database Maintenance Services (WPCOG)
· Contracted Legal Services (City Attorney)

Public Safety (Police, Code Enforcement, Fire, Hickory Rural Fire District)
· Catawba County Animal Shelter Funding
· Replacement of Police Communications Equipment
· Replacement Police Vehicles and Accessories
· Expansion of the Police Camera Program
· Replacement of Police Weapons
· Spay/Neutering Program
· Fire Department Suppression Equipment
· Mandated Fit and Flow Testing for Fire SCBA equipment

Transportation (Traffic, Street, Airport, Airport – FBO)
· Installation of Traffic Signal Equipment
· Maintenance of Traffic Signal System
· Street Resurfacing
· Street Maintenance
· Right-of-Way Mowing
· Roadside Litter Contract
· Continued Implementation of the Sidewalk/Bikeway Master Plan ($5 vehicle fee)

Environmental Protection (Water and Sewer Administration, Wastewater Collection System, Henry Fork
Wastewater Treatment Plant, Northeast Wastewater Treatment Plant, Hickory-Catawba Wastewater
Treatment Plant, Water Treatment Plant, Pretreatment & Lab Division, Water Distribution System, Sludge
Composting Facility, Recycling, Residential Sanitation, Commercial Bulk Services, Stormwater)

· Administration of Federal Stormwater Regulations
· Provide Water and Sewer Taps to Habitat for Humanity projects
· Sanitary Sewer Overflow Program
· Water Tank Maintenance Program
· Water Consumer Confidence Report
· Contract with Veolia Water North America for Sludge Composting Facility Operations
· Provide 66% of the Funding for the Sludge Composting Facility Operations (3 Member Consortium)
· Contract with Republic for Recycling Services (Single Stream)
· Contract for Yard Waste Grinding Services
· Contracted Labor for Leaf Collection
· Replacement of Cardboard Recycling Containers
· Replacement of Multifamily Recycling Containers
· Replacement of Residential Sanitation Containers
· Replacement of Commercial Bulk Dumpsters

Economic and Community Development (Planning and Development, External Economic Development
Appropriations, Business Incentives)

Return to Table of Contents



Budget Overview

12 | P a g e

· Hickory Metro Convention and Visitors Bureau Funding
· Community Relations Council Funding
· Catawba County Economic Development Corporation Funding
· Funding for the Hickory Downtown Development Association
· Neighborhood Grant Program
· Façade and Landscape Grant Program
· Vacant Building Revitalization and Demolition Grant Program
· Business Incentives Program

Culture and Recreation (Recreation, Parks Maintenance, LP Frans Stadium, Library, Culture & Recreation
Special Appropriations)

· Recreation Facility Upgrades
· Recreation Fitness Equipment Replacement
· Priority Facility Use Agreement With Hickory Public Schools
· Funding for Library Technology Upgrades
· Funding for United Arts Council of Catawba County
· Funding for the SALT Block

Other Financing Uses
· General Fund Transfer to General Capital Reserve (2 cents policy)
· Water and Sewer Fund Transfer to General Capital Reserve

Debt Service
· General Obligation Bonded debt
· Hickory Metro Convention Center – General Fund
· Geitner Basin Sewer Project – Water and Sewer Fund
· Maiden Waterline – Water and Sewer Fund
· North East Waste Water Treatment Plant – Water and Sewer Fund
· Henry River Basin Sewer Project – Water and Sewer Fund
· Hickory-Catawba Waste Water Treatment Plant – Water and Sewer Fund
· Cripple Creek Sewer Outfall – Water and Sewer Fund
· Central Business District Infrastructure Rehabilitation – Water and Sewer Fund
· Police Department Radio Communications System

Contingency
· General Fund maintains Contingency Funding at a level up to 1.5% of Recurring Revenue
· Water and Sewer Fund has no official contingency target, but generally maintains Contingency

Funding equal to between 0.5% and 1% of Recurring Revenue

Return to Table of Contents
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MASTER PLANS AND CITY INITIATIVES

The City has developed a number of master plans and initiatives to help guide both service delivery and
development. These plans and initiatives are as follows:

· Inspiring Spaces Plan/Bond Projects: This is a multi-year plan which was developed to improve physical
connectivity within the City, as well as to improve public spaces and sustainability for areas throughout
Hickory. Since the scope and scale of this plan is so broad, funding mechanisms for this plan are currently
being developed. This plan was developed between 2012 and 2014.

· Landscape Master Plan: This plan prioritizes planting projects and appearance issues. It was accepted by
City Council in FY1996-1997.

· Parks and Recreation Master Plan: The Parks and Recreation Master Plan prioritizes current and future
Parks and Recreation projects. It was accepted by City Council in FY1997-1998.

· Parks and Recreation Needs Assessment: This document, accepted by City Council in FY2009-2010,
provides an inventory and assessment of current Parks and Recreation facilities while also prioritizing future
needs.

· Hickory Horizons: This is the City's strategic plan for maintaining and improving Hickory's economic stability,
growth and quality of life through regional leadership, recognition of the importance of the Hickory
Metropolitan Area and coordinated approaches to common local government issues.  The Hickory Horizons
Report was first adopted in 1987 and was comprehensively updated in 1995.  In 1997, the City Council
held its first Hickory Horizons Congress with participation from throughout the Hickory Metro to promote
implementation of key regional goals and programs.

· Sidewalk, Bikeway, Greenway and Trail Master Plan: This plan prioritizes sidewalk projects citywide,
requires space for bikeways with the design and construction of new roads, and is proposed to be
implemented over a 20 to 25 year period. A $5 vehicle fee was implemented in FY1998-1999 to support
this plan. This master plan was originally adopted in FY1997-1998, updated in FY2000-2001 and updated
again in 2005 to include greenways and trails.

· Business/Industrial Master Plan: This plan proposes continued funding for economic development activities
and sets guidelines for companies receiving economic incentives. This master plan was adopted by City
Council in FY1996-1997 and updated in FY2003-2004.

· Water & Sewer Extension Plan: The Water and Sewer Extension Plan identifies major water and sewer
system extensions over the next five years. This plan was developed in FY1996-1997.

· Library Long-range Plan: This plan identifies service expansion goals and facility/equipment enhancements
and is funded as part of on-going library budgets.

· Airport Master Plan: This document was last developed in 1990 and has become outdated. In 2017 the
North Carolina Department of Transportation – Division of Aviation (NCDOT/DOA) awarded the City a grant
to update the Airport Master Plan.  The Master Plan Update is needed to determine the future direction of
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Airport development so as to maximize the future potential of the airport.  The Federal Aviation
Administration requires a Master Plan to provide long-range plans for expansion and renovation of facilities.

· Neighborhood Focus: To date, twelve (12) self-identified neighborhoods have been recognized within the
City and the City Manager has assigned a senior staff person to serve as a liaison with each group. City
Council has approved two grant programs to assist neighborhood organizations to sustain their
organizations and undertake neighborhood improvements. There have been six individual neighborhood
plans developed to date, and they are:

-Ridgeview - Adopted in 1992, updated in 1995 and 1999.
-Kenworth - Originally adopted in 1997, updated in 2002. Readopted in 2003.
-Green Park - Adopted in 1998; revised in 2017.
-West Hickory/Westmont - Adopted in 2000.
-Highland - Adopted in 2002.
-Claremont – Adopted in 2008; readopted in 2015.

· Hickory by Choice: This Land Use and Transportation Plan for Hickory was originally adopted in 1999.
There are limited expenditures associated with this plan, as most of it relates to the City’s land use and
transportation policy. The City updated and revised this plan into a comprehensive plan (Hickory by
Choice 2030) in 2011, and again in 2017.
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CITY OF HICKORY
Budget Ordinance

Fiscal Year 2019-2020

BE IT ORDAINED by the Governing Board of the City of Hickory, North Carolina:

SECTION 1: It is estimated that the following revenues will be available in the General Fund for the Fiscal
Year beginning July 1, 2019 and ending June 30, 2020:

Ad Valorem Taxes $ 29,525,000
Other Taxes 17,143,213
Unrestricted Intergovernmental Revenues 663,000
Restricted Intergovernmental Revenues 2,385,427
Licenses and Permits 5,100
Sales and Services 1,534,740
Investment Earnings 258,036
Miscellaneous 301,000
Other Financing Sources 980,000

$52,795,516

SECTION 2: The following amounts are hereby appropriated in the General Fund for the operation of the City
government and its activities for the Fiscal Year beginning July 1, 2019 and ending June 30, 2020, in
accordance with the chart of accounts heretofore established for this City:

General Government $ 6,940,006
Public Safety 24,087,158
Transportation 6,599,746
Economic and Community Development 3,691,666
Culture and Recreation 6,558,575
Other Financing Uses 1,329,961
Debt Service 2,888,404
Contingency 700,000

$52,795,516

SECTION 3: It is estimated that the following revenues will be available in the Water and Sewer Fund for the
Fiscal Year beginning July 1, 2019 and ending June 30, 2020:

Restricted Intergovernmental Revenues $ 1,297,597
Sales and Services 22,698,000
Investment Earnings 60,000
Miscellaneous 340,000
Other Financing Sources 8,518,680

$32,914,277
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Annual Budget Ordinance

16 | P a g e

SECTION 4: The following amounts are hereby appropriated in the Water and Sewer Fund for the operation
of the water and sewer utilities for the Fiscal Year beginning July 1, 2019 and ending June 30, 2020, in
accordance with the chart of accounts heretofore established for this City:

Environmental Protection $ 28,242,268
Other Financing Uses 1,169,961
Debt Service 3,352,048
Contingency 150,000

$ 32,914,277

SECTION 5: It is estimated that the following revenue will be available in the Sludge Compost Fund for the
Fiscal Year beginning July 1, 2019 and ending June 30, 2020:

Restricted Intergovernmental Revenues $ 1,818,579
$  1,818,579

SECTION 6: The following amounts are appropriated in the Sludge Compost Fund for the Fiscal Year
beginning July 1, 2019 and ending June 30, 2020, in accordance with the chart of accounts heretofore
established for this City:

Environmental Protection $ 1,818,579
$ 1,818,579

SECTION 7: It is estimated that the following revenue will be available in the Stormwater Fund for the Fiscal
Year beginning July 1, 2019 and ending June 30, 2020:

Other Financing Sources $ 259,922
$ 259,922

SECTION 8: The following amounts are appropriated in the Stormwater Fund for the Fiscal Year beginning
July 1, 2019 and ending June 30, 2020, in accordance with the chart of accounts heretofore established for
this City:

Environmental Protection $ 259,922
$ 259,922

SECTION 9: It is estimated that the following revenues will be available in the Transportation Fund for the
Fiscal Year beginning July 1, 2019 and ending June 30, 2020:

Sales and Services $ 2,601,337
Restricted Governmental Revenues 6,365
Investment Earnings 10,000
Other Financing Sources 136,773

$ 2,754,475
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SECTION 10: The following amounts are appropriated in the Transportation Fund for the operation of Transit
and Airport activities for the Fiscal Year beginning July 1, 2019 and ending June 30, 2020, in accordance
with the chart of accounts heretofore established for this City:

Transportation $ 2,724,475
Contingency 30,000

$ 2,754,475

SECTION 11: It is estimated that the following revenues will be available in the Solid Waste Fund for the
Fiscal Year beginning July 1, 2019 and ending June 30, 2020:

Other Taxes $ 25,000
Sales and Services 4,985,000
Investment Earnings 12,000
Miscellaneous 2,500
Other Financing Sources 487,248

$ 5,511,748

SECTION 12: The following amounts are appropriated in the Solid Waste Fund for the operation of recycling,
residential solid waste collection and commercial bulk services activities for the Fiscal Year beginning July 1,
2019 and ending June 30, 2020, in accordance with the chart of accounts heretofore established for this City:

Environmental Protection $ 5,491,748
Contingency 20,000

$ 5,511,748

SECTION 13: It is estimated that the following revenue will be available in the Capital Reserve Fund for the
Fiscal Year beginning July 1, 2019 and ending June 30, 2020:

Other Financing Sources $ 4,680,000
$ 4,680,000

SECTION 14: The following amounts are hereby appropriated in the Capital Reserve Fund for the Fiscal
Year beginning July 1, 2019, and ending June 30, 20120 in accordance with the chart of accounts heretofore
established for this City:

General Government $ 1,200,000
Environmental Protection 940,000
Other Financing Uses 2,540,000

$ 4,680,000

SECTION 15: The following amounts form the revenue portion of the financial plan for the Fleet Maintenance
Fund:

Sales & Services $ 2,796,782
$ 2,796,782
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SECTION 16: The following amounts form the expenditure portion of the financial plan for the Fleet
Maintenance Fund:

General Government $ 2,796,782
$ 2,796,782

SECTION 17: The following amounts form the revenue portion of the financial plan for the Insurance Fund:

Sales & Services $ 7,216,917
Investment Earnings 30,000
Other Financing Sources 200,373

$ 7,447,290

SECTION 18: The following amounts form the expenditure portion of the financial plan for the Insurance
Fund:

General Government $ 7,447,290
$ 7,447,290

SECTION 19: The operating funds encumbered on the financial records of June 30, 2019 are hereby
reappropriated into this budget.

SECTION 20: There is hereby levied a property tax at the rate of fifty-eight and seventy-five ten thousandths
cents ($0.5875) per one hundred dollars ($100) valuation of property as listed for taxes as of January 1,
2019, for the purpose of raising the revenue listed as “Ad Valorem Taxes” in the General Fund in Section 1
of this ordinance. This rate is based on a total estimated valuation of property for the purposes of taxation of
$5,007,451,993 and the Fiscal Year 2018-2019 estimated rate of collection of 98.03%.

SECTION 21: During 2019 there was a revaluation of all real property in Catawba County.  Pursuant to North
Carolina General Statute 159-11, the effective revenue-neutral tax rate for the City of Hickory is $0.5550
cents per one hundred dollars ($100) valuation.

SECTION 22: The corresponding “FY 2019-2020 Schedule of Fees” is approved with the adoption of this
Annual Budget Ordinance.

SECTION 23: The City Manager (Budget Officer) is hereby authorized to transfer appropriations as contained
herein under the following conditions:

a. He may transfer amounts between line-item expenditures within the same functional area within
a fund without limitation and without a report being required.

b. He may transfer amounts up to $50,000 between functional areas including contingency
appropriations within the same fund.

c. He may not transfer any amounts between funds, except as approved by the Governing Board
in the Annual Budget Ordinance as amended.
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SECTION 24: The City Manager (Budget Officer) is hereby authorized to execute agreements, within funds 
included in the Budget Ordinance or other actions by the Governing Body, for the following purposes: 
 

a. Form grant agreements to public and non-profit organizations; 
b. Leases of routine business equipment; 
c. Consultant, professional, or maintenance service agreements; 
d. Purchase of supplies, materials, or equipment where formal bids are not required by law; 
e. Purchase of real property when a budget amendment is not required; 
f. Applications for and agreements for acceptance of grant funds from federal, state, public, and 

non-profit organizations, and other funds from other governmental units, for services to be 
rendered which have been previously approved by the Governing Body; 

g. Construction or repair projects; 
h. Liability, health, life, disability, casualty, property, or other insurance or performance bonds; 
i. Other administrative contracts which include agreements adopted in accordance with the 

directives of the Governing Body. 
 

SECTION 25: Copies of the Annual Budget Ordinance shall be furnished to the City Clerk, to the Governing 
Board and to the City Manager (Budget Officer) and the Finance Officer to be kept on file by them for their 
direction in the disbursement of funds. 
  
 
  
        Adopted this 18th day of June, 2019 
 
 
 
  
  
  
  
  
    Mayor 
 
 
 
Attest: 
 

 
 
 

 
Debbie Miller 
 
City Clerk
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HICKORY CITY COUNCIL’S FY2019-2020
PRIORITIES AND ACTION PLAN

Strategic Priority: Attract and Retain Jobs and People

1. Implement Bond Projects

A. Continue community involvement through the Bond Commission and other outreach efforts
to communicate information related to the bond projects.

B. Continue to use pre-engineering data and to determine phasing and scope of projects.
C. Use best practices to select and manage design professionals as they develop plans for the

bond projects.
D. Implement financing plan to address both pre-issuance costs and timing of bond issuance.
E. Maintain best practices for financial transparency and communication.

Strategic Priority: Economic Growth & Transportation

2. Promote Economic Development and Jobs

A. Pursue development partnerships and opportunities for high-tech manufacturing at Trivium
Corporate Center.

B. Establish development opportunities and parameters along the City Walk.
C. Continue promoting and working toward the goals set forth in the Hickory Trail Report.
D. Implement new design standards for smart growth in city limits.
E. Maintain investment in NC Data Campus project to attract and secure business development

in region.
F. Continue marketing the remaining industrial sites at Fairgrove Business Park and other

City owned industrial properties.
G. Promote the redevelopment of obsolete manufacturing facilities.
H. Continue an aggressive Code Enforcement program for owner-abated commercial

demolitions.
I. Continue an aggressive program of utilizing Vacant Building Revitalization and Brownfield

Grants to improve blighted properties.
J. Consider policies and recommendations by the Business Development Committee that

would stimulate economic development activity in Hickory.

3. Improve Transportation

A. Through the transportation Bond Project, establish scope and phase roadway improvements
in strategic corridors and gateways.

B. Pursue grant opportunities to leverage bond funds.
C. Update the City’s resurfacing analysis and street segment rating.
D. Review new wayfinding sign locations and verbiage; add as needed for city residents and

visitors.
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E. Partner with NCDOT on designing Sandy Ridge Road Roundabout project to improve traffic
flows.

F. Work with NCDOT and the MPO to develop other projects benefiting Hickory.

4. Leverage the City’s Regional Utilities

A. Pursue new utility extensions and regional agreements to enhance the utility system’s
economy of scale.

B. Use the City’s strength in water and sewer services as an economic development tool.
C. Market Hickory within and outside the region to increase economic development activity and

increase water and sewer sales.

Strategic Priority: Quality of Life and Natural Environment

1. Provide a Safe Community for Residents and Visitors

A. Identify meaningful ways to engage and partner with our community and community leaders.
B. City departments will strive to provide exceptional service and communicate effectively

through community involvement with our customers and workforce management.
C. Implement the comprehensive fire department strategic plan to meet the needs of our

community and department.
D. Promote proactive public safety partnerships with citizens and neighborhood groups.
E. Continue to partner with other Catawba County jurisdictions and the community with the

Catawba County Safe Initiative program to reduce violent behavior.
F. Support participation in the Law Enforcement Assisted Diversion (LEAD) program.

2. Support Downtown Development and Activities

A. Continue to support downtown festivals and activities with in-kind services.
B. Maintain public assets downtown to promote growth and create a unique downtown

experience.
C. Consider highest and best use for vacant parcels in the downtown area and support

redevelopment of underutilized buildings.

3. Support and Protect Neighborhoods

A. Pursue single-family home ownership opportunities in strategic locations to help stabilize
distressed neighborhoods including partnerships with non-profit housing groups such as
the partnership with Habitat for Humanity.

B. Provide staff liaisons to recognized neighborhood associations, where appropriate.
C. Respond in a timely manner to neighborhood requests for City services including traffic

calming, trash collection, policing, etc.
D. Respond in a timely manner to neighborhood requests concerning Code Enforcement

issues.
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4. Offer High Quality Recreation and Library Opportunities

A. Convert Parks & Recreation Department to Recreation & Sports Tourism Department to
focus efforts on expanding recreational opportunities in Hickory.

B. Finalize design and begin construction of the Citywalk and Riverwalk Bond Projects as
recreational destinations for citizens and visitors.

C. Continue partnership with Deidra Lackey family to complete design and begin construction
of one-of-a-kind entertainment and cultural venue at Geitner Park.

D. Pursue grant funds to begin phase one of Bruce Meisner Park with Outward Bound donation.
E. Conduct customer surveys for recreation programs and strive for positive feedback and

ratings.
F. Continue to implement the updated library strategic plan as possible within budget

constraints.
G. Conduct customer surveys for library programs and strive for positive feedback and ratings.

5. Improve and Protect the Natural Environment

A. Continue single-stream recycling efforts, increasing overall recycling participation by 5% and
total tonnage of recycled material by 5%.

B. In meeting the EPA NPDES Phase II federal storm water regulations, continue implementing
stormwater best practices and complying with stormwater regulations.

C. Partner with other organizations (Reese Institute, Covekeepers, WaterWatch, Duke Energy,
Catawba River Study Committee) to promote policies and practices which protect the river,
improve water quality and protect our water supply.

6. Improve Air Quality

A. Monitor air quality attainment issues and support efforts to address those causes.
B. Promote awareness of ozone action days.

Strategic Priority: Operational Excellence

1. Provide Exceptional Customer Service, Communication and Teamwork

A. Ensure that each coworker’s performance evaluation reflects an emphasis on customer
focus, innovation, creativity, and working as a team.

B. Utilize regular City Manager/Coworker meetings to enhance communication within the
organization.

2. Invest in City Coworkers

A. Provide internal training opportunities for supervisors as well as front line staff.
B. Promote and fund higher education opportunities which will benefit the coworker and the

City.
C. Recognize, formally and informally, coworkers’ achievements.
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D. Continue to support the coworker Wellness Program.

3. Constant Innovation in Delivery of Services

A. Maintain the City’s excellent standing for all services included in the NC Performance
Measurement Project.

Strategic Priority: Vision and Leadership

1. Support and Promote Higher Education Opportunities

A. Work collaboratively with Lenoir-Rhyne University and Catawba Valley Community College
on initiatives and opportunities which would positively impact our community.

2. Lead Regional Initiatives

A. Participate on local and regional boards/committees to ensure City interests are preserved
(i.e. WPCOG, EDC, MPO, NC Works, and Innovate Catawba).

B. Continue to lead the region in protecting and promoting the Catawba River Basin.
C. Be the lead agency on regional economic development issues to adequately represent the

hub of the population and workforce in the Metro area.

3. Promote City Priorities in the 2019-2020 Legislative Agenda to Federal and State Governments

A. Continue to educate citizens on State and Federal legislative issues affecting the City.
B. Develop and promote state and national legislative priorities that are in the specific interest

of the City of Hickory.

Strategic Priority: Communication and Marketing

1. Provide best practice quality communication on bond projects and city events to our residents.

2. Continue to market the City of Hickory “Life Well Crafted” Brand and partner with other entities to
promote Hickory as a place to live, work and play.

3. Continue to offer and support interactive and innovative programs offered by the City, such as the
Neighborhood College, and the Citizens’ Police and Fire Academies.

4. Communicate Effectively with Customers about Delivery of Services:

A. Respond in a timely manner and inform citizens of results of “Action Requests.”
B. Inform citizens about Hickory services, projects and awards.
C. Keep the city's website vibrant and informative.
D. Use print, radio, internet and social media to communicate with our citizens.
E. Communicate effectively with organized neighborhood groups, boards and commissions

and other partners.
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HICKORY CITY COUNCIL
FY 2019-2020 FINANCIAL POLICIES

These Financial Policies are adopted to help guide the City in the management of its financial resources.
Although the North Carolina Local Government Budget and Fiscal Control Act regulates North Carolina
governmental units in financial matters, these policies adopted by the City Council are often more stringent,
and reflect the specific desires of City Council.  These Financial Policies are designed to allow the City to
function as a fiscally sound governmental unit.

1. Revenue Policy

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

B. The rate and fee structure established for the Water and Sewer Fund will be sufficient to
finance needed operating, capital, and debt service costs for providing water and sewer
services. Rates and fees in the Water and Sewer Fund will generally increase annually by
the amount necessary to keep the Fund self-supporting.

C. The City will continue to move the Solid Waste Fund towards becoming a self-supporting
enterprise.

D. Revenue projections will be made in a conservative manner.

E. To the extent practical, any City service that benefits specific recipients shall be supported
either fully or in part by user fees.  Those fees will generally increase by the annual
Consumer Price Index. Examples include certain recreation programs and fire inspections
activities.

F. The City will project revenues for five years and will update those projections annually.

G. When investing City funds, safety and liquidity will take precedence over yield.

H. Except in cases of emergencies, under urgent conditions, or for one-time capital expenses,
Fund Balance Appropriated shall not exceed an amount that management can reasonably
expect to save during the year.

i. Operating Budget Policy

A. The City will continue to develop benchmarks and productivity ratios integrated with work
performance standards to assist in the evaluation of expenditures.

B. Continue the City’s participation in the North Carolina Performance Measurement Project.
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C. The City will prepare a five-year operating budget projection that will include projections of
annual growth.

D. Ensure that all water and sewer expansions represent sound investments for the City.

E. During the course of the fiscal year, the City Manager may, at his discretion, take the
necessary action to keep the City’s Annual Budget balanced and solvent.

3. Capital Improvement Policy

A. Annually, the City will update its Five-Year Capital Improvement Plan, which will list each
capital project, the estimated cost and the anticipated year in which the project is to occur.
This plan will be used as a guide in the development of the annual budget.

B. When funding capital items, priority will be placed on the replacement of existing equipment,
maintaining existing facilities, and making enhancements to existing facilities. Capital
projects related to new facilities not currently in existence will receive the lowest priority,
unless a designated funding source is available for the project.

4. Accounting Policy

A. Annually, an independent certified public accounting firm will issue an official opinion on the
City’s annual financial statements to the City Council. Additionally, City Council will appoint
an Audit Committee to meet with the auditors and discuss their findings.

B. Financial systems will be maintained to monitor revenues and expenditures on a monthly,
quarterly, and annual basis.

C. Staff will give a Financial Report to City Council on a quarterly basis.

5. Debt Management Policy

Introduction

The City of Hickory recognizes that one of the keys to sound financial management is the development
of a debt management policy.  A debt management policy sets forth the parameters for issuing debt and
managing outstanding debt.  The policy provides guidance to the administration regarding purpose for
which debt may be issued, types and amounts of permissible debt, and method of sale that may be used.
The debt policy recognizes a binding commitment to full and timely repayment of any and all tax
supported debt as an essential requirement for entry into the capital markets.  The policy shall be
reviewed annually as part of the City’s budget process and amended as appropriate.

Purpose

The debt management policy is intended to guide the prudent use of resources to provide the needed
services to the citizens of the City of Hickory.  Adherence to a debt policy helps to ensure that a
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government retains a sound debt position and maintains the City’s credit ratings with various rating
agencies.  Development of a debt management policy is a recommended practice by the Government
Finance Officers Association (GFOA).

Debt Instruments

The City will use appropriate debt instruments to provide funding for capital assets at the lowest cost with
minimal risk.

General Obligation Bonds:

General obligation bonds are bonds secured by a promise to levy taxes in an amount necessary to pay
debt service, principal and interest, coming due each fiscal year.  General obligation bonds are backed
by the full faith and credit of the City.  These bonds are authorized by a referendum or by non-voted (2/3)
authorization by the governing body.  The non-voted authorization allows governments to issue up to
two-thirds of the previous year’s net debt reduction without a referendum.

Revenue and Special Obligation Bonds:

Revenue bonds are bonds that pledge revenues generated by the debt-financed asset or by the operating
system of which that asset is a part.  Special obligation bonds are bonds that are payable from the pledge
of revenues other than locally levied taxes.

Other Financing Options:

Installment financings are alternative financing methods that do not require voter approval.  Certificates
of participation or limited obligation bonds represent an undivided interest in the payments made by a
public agency pursuant to a financing lease or an installment purchase agreement.  The security for this
financing is represented by a lien on the property acquired or constructed.

An Installment Purchase Contract is an agreement with a financial institution in which the equipment or
property is acquired and periodic payments are made to satisfy the debt service.  The City will typically
use this type of financing to finance a capital asset for ten to twenty years with the capital asset being
used as collateral for the loan.  In other cases, this financing will be used for short-term equipment or
vehicle purchases of three to five years.

The City will use pay-as-you-go funding for capital improvements or capital assets having a cost of less
than $250,000 or assets having a useful life of less than ten years unless budgetary constraints require
the use of financing to acquire the necessary funding for those capital improvements or capital assets.

Guidelines for Debt Issuance

The City may issue debt for the purpose of acquiring or constructing capital assets including land,
buildings, machinery, equipment, fixtures and any other eligible expenses of the project and for making
major renovations to existing capital improvements, for the good of the public.  Exceptions to this rule will
be considered on a case-by-case basis to determine if the contemplated debt is in the best interests of
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the City.  Long-term debt shall not be used to finance ongoing operational expenses.  When applicable,
debt issuance will be pooled together to minimize issuance expense.

Before issuing any new debt, the City will consider the following factors:
§ Global, national, and local financial environment and economy
§ Current interest rates and expected interest rate changes
§ Cash position and current debt position
§ Availability of funds to repay the debt
§ Urgency of current capital needs and flexibility to meet future needs
§ Appropriate debt issuance practices and debt structuring

Debt Structure

The debt structure is made up of the type of debt, interest rate, and principal maturity schedule.  This
debt could be general obligation, revenue, or special obligation bonds, or other installment financings.
The cost of taxable debt is typically higher than the cost of tax-exempt debt; however, the issuance of
taxable debt is mandated in some circumstances and may allow flexibility in subsequent contracts with
users or managers of the improvements constructed with the bond proceeds.  The City will usually issue
obligations on a tax-exempt basis, but may occasionally issue taxable obligations when there is an
expected benefit from doing so.  The City shall establish an affordable debt level to preserve credit quality
and ensure sufficient revenue is available to pay annual debt service obligations.

General obligation bonds will generally be competitively bid with no more than a 20-year life unless there
are compelling factors which make it necessary to extend beyond this point and applicable law allows a
longer term.  In a competitive sale, the City may sell its debt obligations in which any interested
underwriter or syndicate is invited to submit a proposal to purchase an issue of bonds.  The bonds are
awarded to the underwriter presenting the best bid according to stipulated criteria set forth in the notice
of sale.

Negotiated sales or private placements may be used where allowed when complex financing or sales
structure is a concern with regard to marketability.  In a negotiated sale, the bonds may be sold through
an exclusive arrangement between the City and an underwriter or underwriting syndicate.  At the end of
successful negotiations, the issue is awarded to the underwriter.  This method offers the most flexibility
to the City.  The criteria used to select an underwriter or syndicate in negotiated sales should include,
but not be limited to, the following:  overall experience, marketing philosophy, capability, recent
experience, underwriter’s discount, and overall expenses.

The City may elect to sell its debt obligations through a private placement with a financial institution when
appropriate.  Selection through private placement shall be determined through a Request for Proposal
(RFP) process.

Debt service for each issue will be structured in an attempt to minimize the City’s interest payments over
the life of the issue while taking into account the existing debt obligations of the City.  Any debt issued
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shall not have a maturity date beyond the useful life of the asset being acquired or constructed by the
debt proceeds.

The City may also consider various financing methods including fixed or variable interest rate debt in
order to minimize the interest costs over the life of the issue.  The use of these methods will be evaluated
based on market conditions and the maximum benefit to the City while minimizing the City’s risk.  When
appropriate, the City may choose to issue securities that pay a rate of interest that varies according to a
predetermined formula or results from a periodic remarketing of the securities or reset date determined
by the bondholder.  The City will limit the issuance of variable rate debt to help maintain the City’s credit
rating.  The City’s long term variable rate debt will not exceed 10% of the total outstanding general debt.

Investment of bond proceeds will be consistent with those authorized by existing state law, the City’s
investment policy and applicable bond covenants.  Bond proceeds shall be invested and tracked
separately from other investments.

Debt Ratios

The City will use an objective, analytical approach to determine the amount of debt to be considered for
authorization and issuance.  This process involves the comparison of generally accepted debt ratios from
similar cities and are consistent with rating agencies best practices.  These ratios will be re-evaluated
every five years or sooner as market conditions dictate.  In the event that the City anticipates exceeding
any of the debt ratios, staff may request an exception from City Council stating the reason and the length
of time.  The City shall adhere to the following ratios:

Net Direct Debt as a Percentage of Assessed Valuation:
This ratio measures debt levels against the property tax base that generates the tax revenues used as
the main source of debt repayment.  The City will maintain its debt at no more than 2.00% of the citywide
assessed value.

Net Direct Debt Service as a Percentage of Operational Budget:
This ratio reflects the City’s budgetary flexibility to adjust spending levels as economic conditions change.
The City will maintain its net debt service at no more than 15% of the operational budget.

Ten-Year Payout Ratio:
This ratio measures how quickly the City retires its outstanding indebtedness.  A higher payout ratio
preserves the City’s capacity to borrow for future capital needs.  The City will maintain its ten-year payout
ratio at a 50% level or higher.

Refinancing of Outstanding Debt

The City will continually review its outstanding debt and recommend issue for refunding as market
opportunities arise.  Debt shall only be refinanced for the purpose of achieving debt service savings,
unless required to achieve specific debt management goals of the City.  The estimation of net present
value savings should be, at a minimum, in the range of 3% of the refunded maturities before a refunding
process would be considered unless the City otherwise determines the annual savings warrant the
refunding.  The City will not refinance debt for the purpose of deferring scheduled debt service, unless
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unique circumstances are present.  The City is aware that refinancing for the purpose of deferring debt
service may have an impact on its credit rating.

The City may issue advance refunding bonds when advantageous, legally permissible and prudent while
net present value savings are achieved.  Advance refunding transactions are those undertaken in
advance of the first date the refunded debt can be called for optional redemption and will require an
establishment of an escrow account for the defeasance of the refunded debt.  All costs incurred in
completing the refunding shall be taken into account when determining the net present value savings.

The City may issue current refunding bonds when advantageous, legally permissible and prudent while
net present value savings are achieved.  Current refunding transactions shall be considered whenever
possible.  These transactions are undertaken at or after the call date on outstanding debt and provide for
redemption and replacement of refunded debt within ninety days of issuance of the refunding debt.

Pay-As-You-Go Financing

The City shall use pay-as-you-go and other alternative sources of funding for capital projects to minimize
debt levels.  To have an effective pay-as-you-go program, at least one funding source must be identified
that is consistent, reliable and large enough to provide for capital needs in an amount that reduces
dependency on debt.  In order to reduce the impact of capital programs on future years, the City will
annually appropriate funds for its capital improvement plan.  The City will also appropriate proceeds from
the sale of capital assets and land, as deemed appropriate, for capital projects.  This practice will allow
additional funding of capital improvement projects and reduce the City’s dependence on borrowing.  Pay-
as-you-go funding will save money by eliminating interest expense on funding projects and will improve
financial flexibility in the event of sudden revenue shortfalls or emergency spending.

Issuance of Debt

The scheduling and amount of bond sales and installment purchase transactions will be recommended
by the City Manager, Chief Financial Officer, and Finance Officer.  City Council must approve the sale.
These decisions will be based upon the identified cash flow requirements for each project to be financed
as well as market conditions and other relevant factors including debt ratios.  If the cash requirements
for capital projects are minimal in any given year, the City may choose not to issue the debt and fund the
project costs and reimburse these costs when financing is arranged.  In these situations, the City will
adopt a reimbursement resolution prior to the expenditure of project funds. Fixed rate general obligation
bond sales are conducted on a competitive basis by the Local Government Commission (LGC), a division
of the Office of State Treasurer.  Variable rate bonds, revenue and special obligation bonds will be sold
on a negotiated basis with a selected underwriter.
The City must receive an opinion acceptable to the market from a nationally recognized law firm that
each financing transaction complies with applicable laws and all agreements in connection with any
financing are legal, valid and binding obligations of the City.

Continuing Disclosure

In accordance with the Securities and Exchange Commission (SEC), Rule 15c-2-12, the City will provide
financial and operating information to the repository or repositories designated by the SEC.  Where
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applicable, the City will also provide its Comprehensive Annual Financial Report (CAFR) and other
relevant information to rating agencies, corporate trustees, and financial institutions as required by
Continuing Disclosure requirements within all debt documents.

Arbitrage Liability Management

The City will maintain a system of record keeping and reporting to meet the arbitrage and rebate
compliance requirements of the federal tax code.  This effort includes tracking investment earnings on
bond proceeds, calculating rebate payments in compliance with tax law, and remitting applicable
earnings to the federal government in a timely manner in order to preserve the tax-exempt status of the
City’s outstanding debt issues.

It is the City’s policy to minimize the cost of arbitrage rebate and yield restriction while strictly complying
with the applicable laws.  Because of the complexity of arbitrage rebate regulations and the severity of
non-compliance penalties, arbitrage calculation will be performed by qualified arbitrage professionals in
strict adherence to applicable laws and regulations.  These calculations are done in accordance with
required Internal Revenue Service reporting dates.

Credit Ratings

The City will maintain good communication with bond rating agencies about its financial condition.  This
effort will include providing periodic updates on the City’s general financial condition, coordinating
meetings, and presentations in conjunction with a new issuance.  The City will continually strive to
maintain its bond rating by improving financial policies, budgets, forecasts, and the financial health of the
City.

Financing Team

The City will provide for a solicitation and selection process for securing all professional services required
in connection with any debt issues.  The service professionals selected will be required to follow the
City’s debt management policy with the goal of continuity, quality service, and competitive prices.

Administration and Implementation

The City Manager, Chief Financial Officer, and Finance Officer are responsible for the administration and
issuance of debt including the completion of specific tasks and responsibilities included in this policy.
Any exception to the debt management policy must be presented to City Council and approved by a
specific action by the Council.

6. Reserve Policies

A. In the Annual Budget, the City will reserve the equivalent of two pennies on the City’s
property tax rate in the General Capital Reserve Fund, for the purpose of funding capital
expenditures on a pay-as-you-go basis.
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B. The City will establish a General Fund Contingency Reserve to provide for unanticipated
expenditures of a nonrecurring nature to meet unexpected increases in service delivery
costs.  This reserve will be budgeted at an amount up to 1.5% of recurring General Fund
revenues estimated for that fiscal year.

C. Fund Balance:

Introduction

The City of Hickory recognizes that a fund balance policy is essential to establishing
guidelines for adequate fund balance.  The policy will assist in maintaining sufficient levels
of available fund balance to meet unexpected financial needs of the City during emergency
situations or adverse financial conditions.  Rating agencies examine fund balance when
considering overall economic health and credit quality of the City.

Definitions

Fund balance is the difference between assets and liabilities reported in a governmental
fund.  It is simply a measurement of financial resources available to fund future expenditures
of the City.

Fund balance is categorized into five specific classifications based on limitations of use.  The
Governmental Accounting Standards Board (GASB) defines the classifications as non-
spendable fund balance, restricted fund balance, committed fund balance, assigned fund
balance, and unassigned fund balance.

I. Non-spendable fund balance – Amounts that are not in spendable form or amounts which
are legally required to be remain intact.

II. Restricted fund balance – Amounts that can be spent only for the specific purposes
stipulated by external parties either constitutionally or through enabling legislation.

III. Committed fund balance – Amounts that can be used only for the specific purposes
determined by a formal action of the Council.  Commitments may be modified or removed
by the same formal action required for initial commitment.

IV. Assigned fund balance – Amounts intended to be used by the government for specific
purposes which are neither restricted nor committed.

V. Unassigned fund balance – Amounts not included in any other classification.  Unassigned
amounts are available for any legal purpose.
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Policy

The City of Hickory formally establishes the goal of maintaining unassigned fund balance in the
General Fund in an amount of twenty-five percent (25%) of the General Fund expenditures.  This
amount represents three months of operating expenditures for the City.
Based on the recommendation of the North Carolina Local Government Commission, the City of
Hickory will maintain available fund balance in the General Fund in an amount no less than eight
percent (8%) of the General Fund expenditures.
The independent auditor of the City shall monitor the City’s compliance with this established fund
balance policy.  The auditor shall report related findings and recommendations annually as part of
the City audit.

Use and Replenishment

General fund balance will not be appropriated to support the ongoing operations of the City except
in extreme emergency situations.  It will be used for expenditures considered non-recurring in nature.
If the fund balance amount should fall below the twenty-five percent (25%) goal level at the end of
the fiscal year, Council must approve and adopt a plan to restore the balance to the goal level within
twenty-four (24) months.  If restoration of the fund balance cannot be accomplished within the time
period without severe hardship to the City, then Council will establish a different time period agreed
upon by Council members and City management.

7. Financial Partnerships Policy

A. When feasible, the City will seek financial partnerships with organizations in the
community as a means of providing services in the most cost-effective way.

B. When renovating, enhancing or constructing City-owned facilities, the City will seek
financial partnerships, when feasible, with organizations or individuals who benefit
from those facilities in order to limit the use of public funds and to maximize the
benefit of those funds.

8. Investment Policy

PURPOSE

It is the policy of the City of Hickory (hereafter the “City”) to invest public funds in a manner which
maximizes security and provides maximum return in preserving and protecting funds while meeting
the daily cash flow demands and adhering to all applicable statutes governing the investment of
public funds.

GOVERNING AUTHORITY

The investment program of the City shall be operated in conformance with federal, state and other
legal requirements, including provisions of North Carolina General Statute 159-30.
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SCOPE

This investment policy applies to all financial assets in the City’s investment portfolio.  Except for
cash in certain restricted and special funds, the City will consolidate cash balances from all funds to
maximize investment earnings.  Investment income will be allocated to the various funds in
accordance with generally accepted accounting principles and G.S. 159-30(e).

GENERAL OBJECTIVES

The primary objectives, in priority order, of investment activities shall be safety, liquidity, and yield.

Safety

Safety of principal is the foremost objective of the investment program.  Investments of the City shall
be undertaken in a manner that seeks to ensure the preservation of capital in the overall portfolio.

Liquidity

The investment portfolio shall remain sufficiently liquid to meet all operating requirements that may
be reasonably anticipated.  This is accomplished by structuring the portfolio so that securities mature
concurrent with cash needs to meet anticipated demands (static liquidity).  Furthermore, since all
possible cash demands cannot be anticipated, the portfolio should consist largely of securities with
active secondary or resale markets (dynamic liquidity).

Yield

The investment portfolio shall be designed with the objective of attaining a market rate of return
throughout budgetary and economic cycles, taking into account the investment risk constraints and
liquidity needs.  Return on investment is of secondary importance compared to the safety and liquidity
objectives described above.  The core investments are limited to relatively low risk securities in
anticipation of earning a fair return relative to the risk being assumed.  Securities shall generally be
held until maturity with the following exceptions:

§ A security with declining credit may be sold early to minimize loss of principal.
§ Liquidity needs of the portfolio require that the security be sold.

STANDARDS OF CARE

Prudence

Investments will be made according to the “prudent person” standard.  Investments shall be made
with judgment and care, under circumstances then prevailing, which persons of prudence, discretion,
and intelligence exercise in the management of their own affairs, not for speculation, but for
investment, considering the probable safety of their capital as well as the probable income to be
derived.
Investment officers acting in accordance with written procedures and this investment policy and
exercising due diligence shall be relieved of personal responsibility for an individual security’s credit
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risk or market price changes, provided deviations from expectations are reported in a timely fashion
and the liquidity and the sale of securities are carried out in accordance with the terms of this policy.

Ethics and Conflicts of Interest

Officers and employees involved in the investment process shall refrain from personal business
activity that could conflict with the proper execution and management of the investment program, or
that could impair their ability to make impartial decisions.  Employees and investment officials shall
disclose any material interests in financial institutions with which they conduct business.  They shall
further disclose any personal financial/investment positions that could be related to the performance
of the investment portfolio.  Employees and officials shall refrain from undertaking personal
investment transactions with the same individual with whom business is conducted on behalf of the
City.

Delegation of Authority

Authority to manage the investment portfolio is granted to the City’s Finance Officer, who shall act in
accordance with established procedures and internal controls for the operation of the investment
portfolio consistent with this investment policy.  No person may engage in an investment transaction
except as provided under the terms of this policy and the procedures established by the Finance
Officer.  The Finance Officer will be responsible for all transactions undertaken and will establish a
system of controls to regulate the activities of subordinates.

SAFEKEEPING AND CUSTODY

Delivery vs Payment (DVP)

All trades of marketable securities will be executed by delivery vs. payment (DVP) to ensure that
securities are deposited in an eligible financial institution prior to the release of funds.

Safekeeping

Securities will be held by an independent third party custodian selected by the City as evidenced
by safekeeping receipts in the name of and for the benefit of the City.  The custodian shall be a
trust department with an account with a Federal Reserve Bank and authorized to act as trustee in
North Carolina.

Internal Controls

The Finance Officer shall establish a system of internal controls designed to prevent the loss of
public funds arising from fraud, employee error, misrepresentation of third parties, unanticipated
changes in financial markets, or imprudent actions by employees and officers of the City.
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SUITABLE AND AUTHORIZED INVESTMENTS

Investment Types

Only the investments authorized by General Statute 159-30 will be permitted by this policy.

Collateralization

In accordance with North Carolina General Statute 159-31(b) and the GFOA Recommended
Practices on the Collateralization of Public Deposits, full collateralization will be required on
deposits at interest and certificates of deposit.  The City shall utilize the pooling method of
collateralization and shall use only banking institutions approved by the North Carolina Local
Government Commission.

INVESTMENT PARAMETERS

Diversification

Investments of the City covered by this policy must be diversified to eliminate the risk of loss as a
result of over concentration of securities in a specific maturity, a specific issuer, or a specific class
of securities.

Maximum Maturities

To the extent possible, the City shall attempt to match its investments with anticipated cash flow
requirements.  Unless matched to a specific cash flow, the City will not directly invest in securities
maturing more than five (5) years from the date of purchase.
It is the City’s intent to hold investments until maturity to ensure the return of all invested principal
dollars.  Changes in economic or market conditions may require the City to sell or trade securities
prior to maturity.

REPORTING

Investment activity shall be reported to City Council during the quarterly financial report
presentation by the City’s Chief Financial Officer.

EXEMPTION

Any investment currently held that does not meet the guidelines of this policy shall be exempted
from the requirements of this policy.  At maturity or liquidation, funds shall be reinvested in
securities which conform to this policy.
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The information in the previous sections focused on how City government plans to allocate resources for the
upcoming fiscal year. Subsequent sections of the document describe thedetail behind those plans as the
budget is examined at consolidated, functional, departmental, divisional, and in some cases, line item levels.

TheBudget Guidebegins the transition from a broad budgetary plan to a specific working budget for City
operations. Here, the reader will find explanations for much of the data that follows.This section also provides
an opportunity to pause and examine the many facets of budgeting for which this document is merely the
end product. What has changed in the City budget since last year? How and when does the process of
allocating over $100million occur? How is the City’s budget organized, and what do all those terms mean?

Because this section is intended to provide mostly background information, the reader is invited to exercise
judgment when reading it. The veteran budget reader may wish to skip theBudget Format: The Basicspages
because they describe the basic structure of the City’s budget. However, the novice reader will find these
pages a good starting point for developing an understanding of information in the rest of the document.

What’s New in the Budget?

Changes to theFY2019-2020budget reflect the ongoing efforts by the City of Hickory to enhance the
municipal environment through ongoing Bond Projectswhile maintaining a high level of basic service
provision to the public.  As with any new budget year, any changes are necessary to meet new community,
financial, or legal obligations and mandates.

The mostsignificant changes to the structure of the FY2019-2020 budget are:

· A property tax increase of 2.1 cents per $100 value (former rate was .5665, and new rate .5875)
primarily to accommodate the annual Debt Service payment on General Obligation Bonds.

· Continuedmoderategrowth in property tax base andrevenues;2019 is a revaluation year for
Catawba County, therefore this has been recognized in setting the new ad valorem tax rate.

· Moderate growth in sales tax revenues;
· Water and Sewer capital projects have increased significantly in the upcoming year;to maintain pace

with new NCDOT requirements for greater financial participation by localities in road projects and
associated utility work, both the General Fund and Water & Sewer Fund are contributing more
funding into Capital Reserve to meet these future obligations.

· For the third consecutive year, the Solid Waste Fund is self-supporting without a transfer from the
General Fund; and

· Parks Maintenance has been restructured to fall under the purview of the Public Services Division.
Locating this operation within Public Services will allow the City to more efficiently strategize the
ongoing management andcomprehensivefinancial needs ofall facilitiespresentlyundergoing
transformation due to implementation of the Bond Projects.

There have been no other significant changesto the structure of the budget. However, each year the City of
Hickory submits its budget document to the Government Finance Officers Association Distinguished Budget
Awards Program for review.  This year’s budget contains minor revisions based on the comments of those
professionals who reviewed last year’s budget document.
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· December 7, 2018 Personnel expenditures projected by Human Resources

· December 7, 2018 Worker’s Compensation, Property and Liability Insurance
by Risk Management

· December 7, 2018 New position requests and reclassification requests due to
Human Resources (per Personnel Ordinance)

· December 7, 2018 Debt projected by Finance (existing debt only)

· December 7, 2018 City Council Financial Policy expenditures (transfers and
contingency) projected by Budget Office

· December 7, 2018 External appropriation request letters sent out; also
noticesre:Board and Commission Workplan deadlines

· December 7, 2018 Publish newspaper ad re: notification of call for External
appropriation requests (due date January 21, 2019)

· December 17, 2018 Budget Kick-off Meeting:9:00 a.m. @ Council Chambers
�Â Distribute Initial Allocation Sheets
�Â Distribute Budget Manual

· January4, 2019 Projected revenues entered into H.T.E. by Budget Office

· January 11, 2019 Departments to haveentered FY19-20operationalbudget
requests into H.T.E.Requests to balance to your
department’s initial budget allocation.

· January 11, 2019 Departments to haveentered FY19-20capitalbudget
requests into H.T.E.

· January 2-31, 2019 Departments may request to meet with the City Manager
to make additional budget requests or to negotiate
budgets

· January 21, 2019 External Appropriation requests due

· January 24, 2019 Fleet Management to review and make recommendations
on new capital equipment requests

· January 24, 2019 City Engineer to review and make recommendations on
capitalconstruction requests

· January 24, 2019 Information Technology to review and make
recommendations on  technology requests

Return to Table of Contents



Budget Development Calendar

38| P a g e

· January 31, 2019 Fee Schedule sent to departments for FY19-20 changes

· February 5, 2019 Board & Commission workplans due

· February 5, 2019 5-yearCIP to be entered into H.T.E. by departments

· February 19, 2018 City Council Meeting:
�Â External appropriation requests presented

· February 22, 2018 Departments to return FY19-20 Fee Schedule changes to
Budget Office

· March 5, 2019 City CouncilMeeting:
�Â Board & Commission workplans presented

· March 5, 2019 City Manager’s Recommended Budget balanced

· March 8, 2019 Performance Measurement page due to Budget Office
from departments

· Weeks of Individual Management Briefings to City Council members
April 29 & May 6, 2019 re: FY19-20 budget

· Weeks of Management Presentations to City
May 13& 20, 2019 Coworkers on FY19-20 budget

· May 21, 2019 City Council Meeting:
�Â Call for public hearing on Recommended Budget

· May 22, 2019 Publish notice of public hearing and make a copy available
to news mediain the County

· June 4, 2019 City Council Meeting:
�Â Public Hearing on Recommended Budget
�Â FY19-20 Budget approved on 1st reading

· June 18, 2019 City Council Meeting:
�Â FY19-20 Budgetadoptedon 2ndreading

· June 19, 2019 Notification of tax rate sent to Tax Administrators in Burke,
Caldwell and Catawba Counties

· June 20, 2019 Notify organizations who requested appropriation of City
funds of funding status

· July 1,2019 Fiscal Year 2019-2020 begins
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Phase I (Initial Budget PlanningStage)
Budget planning for the FY2019-2020Annual Budget began in August 2018. Recommendationswere to
continue with thebudget development cycle and budget development calendar.

Phase II
InDecember of 2018, projections of personnel expenditures and projections of risk management insurance
expenditures were made for the upcoming fiscal year. This information is used to determine what new
revenues would need to be produced to maintain current staffing levelsand to maintain current risk
management insurance policies. These projections are done early due to the significant dollar value involved
with these items and the vital role they play in the overall budget development process.

Phase III
InNovemberand Decemberof 2018, Budget staff held individual budget meetings with divisions/departments
for preliminary discussions on significant budgetary needs for FY2019-2020 and to review the status of
performance measures.

Phase IV
In December of 2018, there wasa “Budget Kick-off Meeting” held with all departments. At this meeting,
departments were given the FY2019-2020 budget manuals, FY2019-2020budget calendar, FY2019-2020
personnel projections, FY2019-2020risk insurance projections, instructions for performance measurement
reporting, and initial operational target budgets for each department.Inaddition, debt projections were made
by the Finance Department for FY2019-2020. All new personnel requests were due to the Human Resources
Department by December 5, 2018.

Phase V (Final Budget Planning Stage)
Annually, the Hickory City Council adopts their Priorities and Action Plan, which are derived from the Council-
Staff Work Sessions.  This document is used throughout the year as a guiding tool to ensure thatthe
philosophy defined by the City Council is advocated and carried out by City departments as they deliver
services to the public. Also, the Priorities and Action Plan guides City officials in budget development and
planning for the upcoming and future budget years.  In short, this policy document provides the structure by
which the City of Hickory functions during the fiscal year.

Planning for the FY2019-2020budget was completed at this point and the development of the FY2019-2020
recommended annual budget began.

How the Budget Process Works

Basis of Accounting and North Carolina Local Government and Fiscal Control Act
The City of Hickory uses the modified accrual method as the basis for budgeting and for accountingfor all
funds. This approach to accounting recognizes revenues when they become measurable and expenditures
at the time the liability is incurred. All revenues and expenditures must be included in the annual budget
ordinance or the appropriate capital and/or grant project ordinances. Any operational appropriations that are
not expended or encumbered shall lapse. The North Carolina Local Government Budget and Fiscal Control
Act (LGBFCA) controls how cities budget and spend money.  The major effects of the LGBFCA on the
budgetary process are as follows:
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Budget Preparation Calendar
The LGBFCA establishes the dates by which each stage in the annual budgetprocess is to be completed
(G.S. 159-10 through 13). These dates are as follows:
Departmental requests must be submitted to the budget officer by April 30.
Revenue estimates must be submitted to the budget officer by April 30.
The recommended annual budgetmust be submitted to the Governing Board by June 1.
The Governing Board must adopt the annual budget ordinance by June 30.

Budget Forms and Procedures
The Budget Officer must prescribe the forms and procedures for the departments to use in preparing their
requests; in the words of G.S. 159-10, requests “shall be made in such form and detail, with such supporting
information and justifications, as the Budget Officer may prescribe.” G.S. 159-10 also requires that a budget
request show actual expenditures for the prior year, estimated ones in the current year, and requested ones
for the coming budget year.

Departmental Requests
G.S. 159-10 requires that the budget request for a department include revenues or fees that it will collect in
the budget year.

Recommended Budget
G.S. 159-11 requires that the Budget Officer’s recommended budget be balanced unless the Governing
Board insists that an unbalanced budget be submitted. It is also required that the budget be submitted to the
Governing Board with a budget message. G.S. 159-11(b) states that the message should include:

· A concise explanation of the governmental goals fixed by the budget for the budget year.
· Important features of the activities anticipated in the budget.
· The reasons for stated changes fromthe previous year in program goals, programs, and appropriation

levels.
· Any major changes in fiscal policy.

Board Review
Once the recommended budget is presented to the Governing Board, several general legalprovisions apply
to Board review and adoptionof the budget ordinance.
· At leasttendays must pass between the submission of the recommended budget and adoption of the

budget ordinance.
· On the same day the budget is submitted to the Governing Board, the Budget Officer must file a copy of

it in theCity Clerk’s Office where it is made available to the public and press.
· The City Clerk must publish a notice that the budget has been delivered to the Governing Board and is

available for public inspection. This advertisement must also note the time and place of the required
public hearing.

· During the time between submission and adoption, the Governing Board may conduct its review at both
regular and special meetings. At least one of these dates must be a public hearing at which any person
who wishes to comment may.

· The Open Meeting Law (G.S. 143-318.9 through 318.18) applies to the budgetreviewand adoption
process.
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Adoption of the Budget Ordinance
The budget ordinance must contain the appropriations, the estimated revenues, and the property taxlevyas
well as the property taxrate.

Budget Adoption and Amendment
The operations conducted by the City are guided by the annual budget ordinance adopted in accordance
with the provisions of the North Carolina Local Government Budget and Fiscal Control Act. TheBudget
Ordinance must be balanced and adopted prior to the beginning of the Fiscal Year. Adoption of the budget
by City Council establishes the legal authority to incur expenditures in the ensuing fiscal year.

After the adoption of the Budget Ordinance, the City Manager (Budget Officer) is authorized to transfer
appropriations between line-item expenditures within a department without making an official report to the
City Council. He may also transfer amounts not to exceed $50,000 between functional areas,including
contingency appropriations, within the same fund.  All other budget amendments must be approved by the
City Council through legislative action. All amendments affecting the original budget ordinance not within the
scope of the authority grantedto the City Manager require two readings for City Council approval.
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Comprehending the Annual City Budget requires the reader to understand the differences between two
perspectives of the same budget: thefunctionalperspective, by which the City is managed, and the
accountingperspective, by which City finances are accounted for. When City Council adopts or amends a
budget, it is allocating resources into functional areas (as listed in theBudget Ordinance). By managing a
budget organized around these major functions, City Council can better direct how City resources are applied.

City Council manages the budget at the broadest level. Council policy, statutes, and financial standards
mandate the City’s accounting system parallel the functions, but at a much more detailed level.  The
accounting structure of the City is organized on the basis of account groupings calledfunds, each of which
is considered a separate accounting entity.Government monies are allocated to and accounted for in
individual funds based upon the purposes for which they are earmarked, and the means bywhich spending
activities are managed. The budgeted monies (i.e., revenues) must always equal the proposed expenditures
within each fund. This segregation of financial activity ensures that certain funds, which are restricted in
purpose, are explicitly spent on the appropriate government function.

A fund is one of two types: an annual fund or a project fund. Council appropriates operational funds on an
annual basis and operational funding lapses at the close of the year. Project funds continue for the life of
each specific capital or grant project with appropriations continuing until the project is finished. The City of
Hickory's Annual Budget Ordinance contains all operational appropriations andconsists of nine funds: the
General Fund, Water and Sewer Fund, Sludge Fund, Transportation Fund, Stormwater Fund, Fleet
Maintenance Fund, Insurance Fund, Solid Waste Fund, and Capital Reserve Fund.  The City adopts all
project budgets as Capital or Grant Project Ordinances, which are described in theCapital
Improvements/Grant Projectssection of this document.

An operational fund’s revenue sources are a key distinction for two types of operating funds–General Fund
andEnterprise Funds. All city budgets have at least one fund, theGeneral Fund, which is supported by a
variety of revenue sources, including the most substantial, the ad valorem property tax levy. TheGeneral
Fundcontainsthose departments and divisionswhich do not produce enough revenue to support their
operations. The best examples of operations housed in theGeneral Fundinclude Police, Fire, Library,
Recreation, Planning, and Administration.

Like most cities, Hickory has another type of fund calledEnterprise Funds, which exist on the market viability
of the services provided in that fund. The Water and Sewer Fund, the Solid Waste Fund and the Stormwater
Fund areEnterprise Fundsthat rely almost solely on user fees generated from the services theyprovide. The
Sludge Compost Fund is an enterprise fund financed through intergovernmental agreements of participation
by Catawba County and the cities of Conover and Hickory.  The Transportation Fund exists with funding from
user fees, intergovernmental agreements, and grant funding.

Although funding sources can vary, anEnterprise Fundis expected to generate enough revenue to equal
projected expenditures.
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Finally, Hickory also utilizesInternal Service Funds.These funds account for activities that serve other
departments or parts ofthesame government, rather than the public. Hickory maintains twoInternal Service
Fundsincluding the Fleet Maintenance Fund and the Insurance Fund. In addition, Hickory has oneSpecial
Revenue Fundwhich is the Capital Reserve Fund. Even though there is no statutory obligation to include
Internal Service Fundsor theSpecial Revenue Fundin the Annual Budget, Hickory does include them in
order to more fully reveal the City’s finances.  We have established that budgets, while managed by functions,
are also managed as complex accounting groupings called funds, which are either operational or project
oriented in nature. Operational funds can be enterprise funds depending on the fund’s revenue
characteristics.

Knowing these key principles is important, but consider this: City employees do not work for funds, they work
for departments and divisions. The day-to-day operations of City government are conducted through 45
departments and divisions.

Here is the most important question for budget understanding: How do functions, funds, and departments
(divisions) interrelate?  The simple answer is that departments are subsections of both functions and funds.
Each department is managed by its functional duties and itsfinancial distinctions. For example, the Fire
Department is part of thePublic Safetyfunction, and is included in theGeneral Fundbecause it is not a self-
supporting entity (enterprise fund). Each department belongs to one function and one fund. A fundcan include
any number of departments, including departments of different functions. A function can include departments
from many funds. Managing the aggregate of all departments in a fund allows staff to measure the financial
health of specific City endeavors, while managing the aggregate of all departments in functions allows City
Council to consolidate the myriad of City services into clearer segments. When Council appropriates money
for the Fire Department and the Recreation Department, it is addressingneeds in two functional areas,Public
SafetyandCulture and Recreation, but it is allocating the resources of one fund, the General Fund.

About the Document Presentation

All combinations of departments and divisions, funds, and functions appear inthis budget document. The
presentation takes the reader from discussions of the broadest overview in the budget document
(Consolidated Budget Summary) to discussions of the most specific departmental review (General Fund,
Enterprise Funds). The document places a distinct emphasis on the City’s departments and divisions
because these pages represent the plans of the men and women who are charged with the duty of providing
services to citizens. Following the City budget from this basic level back up through funds, functions, and
consolidated totals can help the reader associate services to the respective budget data.

The departmental presentations are summaries of all expenditures and revenues associated with each
department’s activities. One of the most daunting tasks of preparing a budget document is deciding how to
present the hundreds of individual budget codes (line-items) in a format that promotes the decision-making
process. Every account code is relevant to the process. Unfortunately, it is not possible to effectively present
literally hundreds of account codes.

Instead, this document presents budget data in a summary form that shows groups of like data by category
(e.g., Personnel, Operations, Capital). Presenting the City of Hickory’s budget in this style facilitates
comparisons between groups of data, making the overall trends more discernible to the reader.
Acknowledging that the reader does not have access to every account code, the Budget Highlights attempt
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to explain key departmental changes by relating the “numbers behind the numbers” to budget summaries.A
second document that presents the complete listing of all City of Hickory budget codes only is also available
through the City of Hickory’s Budget Office (828-327-7412) if further detail is needed.

In theGeneral FundandEnterprise Fundssections the reader will find the cornerstones of the City: the
departments and the divisions. Here is where narrative descriptions highlight what each department
accomplished in the year that is ending, as well as the goals and objectives for the upcoming budget year.
Coupled with this is a presentation of the resources budgeted for the department. The purpose is to show
the evolution of City services as of the start of the new fiscal year. Using an expenditure table as an example,
the presentation of the data is as follows:

Please note that all tables in the budget present the same three-year format.  Since the budget data is in summary
form (as discussed earlier), we should understand what the summaries constitute.
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GENERAL FUND

TheGeneral Fundis the general operating fund of the City and is used to account for all revenues and
expenditures except those required to be accounted for in another fund.  This fund isestablished at the
inception of a government and exists throughout the government's life.

General Fund Revenues

· Ad Valorem Taxes- Collections of current and prior year property tax levies, refunds, late listing
penalties, andinterest on delinquent taxes.(55.92%)

· Other Taxes- Threesales tax allocations (Article 39 one cent, Article 40 one-halfcent and Article 42
one-half cent), utility franchise tax, telecommunications tax, $5 vehicle fee, and a local option hotel/motel
occupancy tax levied for tourism development.(32.47%)

· Unrestricted Intergovernmental- Beer and wine tax, payments in lieu of taxes, and traffic control
revenue received from NCDOT.(1.26%)

· Restricted Intergovernmental-Federal, state, and local assistance restricted for specific uses including
the Powell Bill street allocation, North Carolina Department of Transportation (NCDOT) street
maintenance, various public safety and culture/recreation grants, Catawba County fire district tax, and
Catawba County’s participation in the provision ofHickory library services.  (4.52%)

· Licenses and Permits- Revenues generated for privilegebeer and wine licenses, andtaxi permits.
(0.01%)

· Sales and Services- User fees charged for the provision of various city services including, but not
limited to:  parking rentals, cemetery lot sales, police and fire charges and fines, cable franchise fees,
and revenues generated for recreation and library services.  (2.91%)

· Investment Earnings- Interest earned on the investment of the fund's idle cash balance.  (0.49%)

· Miscellaneous– Includes unanticipated revenues such as donations, discounts earned, the sale of
capitalassets, and insurance reimbursements.  (0.57%)

· Other Financing Sources- Proceeds from the issuance of bonds, installment purchase contracts, or
lease purchase agreements, transfers from capital project funds, or fund balance appropriated.  (1.86%)

General Fund Expenditures

· General Government- Expenditures for the City Council and Administration consisting of the City
Manager's Office, Budget Office, Risk Management, Human Resources, Finance, City Clerk,
Communications, Information Technology, Legal, Public Buildings, District Court Building, Union Square,
Engineering, Central Services, and Landscape Services, as well as various special appropriations.
(13.15%)

· Public Safety- Expenditures for the Police Department, theFire Department, the Hickory Rural District,
and various special appropriations.  (45.62%)

· Transportation- Expenditures for the Traffic and Street Divisions of Public Services.  (12.50%)
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· Economic and Community Development- Expenditures for thePlanning and Development
Department; Economic Development Incentives, and several special appropriations.  (6.99%)

· Culture and Recreation- Expenditures for the Recreation Department, Parks Maintenance, L.P. Frans
Stadium, Hickory Public Library, and various special appropriations.  (12.42%)

· Other Financing Uses– Money transferred to other funds to subsidize and/or finance activity required
to be accounted for in another fund.  (2.52%)

· Debt Service- Expenditures for the required repayment of debt principal and interest incurred for the
construction of large capital projectsor major capital purchases.  (5.47%)

· Contingency- Budgetary reserve set aside for emergencies or unforeseen expenditures.  (1.33%)

ENTERPRISE FUNDS

TheWater and Sewer,Stormwater,Sludge Compost,Transportation, andSolid WasteEnterprise Funds
combine to account for proprietary fund activity.  These funds are financed and operated in a manner similar
to private business enterprises,where the intent of the Governing Body is to recover costs of providing the
service through user charges.  These funds provide water and sewer service to over 97,000 customers inside
and outside the city limits, regulate stormwater runoff, produce a high quality compost material, provide air
transportation services, and provide solid waste services, respectively.

Water and Sewer Fund Revenues

· Restricted Intergovernmental- City of Conover repayment portion of debt service for Hickory’s Water
Treatment Plant,Catawba County’s portion of the Hickory Catawba Wastewater Treatment Plant, City of
Claremont and Town of Hildebran operations maintenance contracts, and the Town of Maiden’s buy in
to the City’s Water Plant.  (3.94%)

· Sales and Services- Initial tap feesand user fees charged for the provision of water and sewer service.
(68.96%)

· Investment Earnings- Interest earned on the investment of the fund’s idle cash balance.  (0.18%)

· Miscellaneous- Plant capacity fees charged with water or sewer taps and anyunanticipated revenues.
(1.03%)

· Other Financing Sources- Proceeds from the issuance of bonds, installment purchase contracts, or
lease purchase agreements, transfers from capital project funds, or fund balance appropriated.  (25.88%)

Water and Sewer Fund Expenditures

· Environmental Protection- Expenditures for Administration, Collection Division, the Henry Fork
Wastewater Treatment Plant, the Northeast Wastewater Treatment Plant, the Hickory-Catawba
Wastewater Treatment Plant, the Water Treatment Plant, the Lab Division, and the DistributionDivision
of the Public Services Department, and special appropriations.  (85.81%)

· Other Financing Uses– Money transferred to other funds to subsidize and/or finance activity required
to be accounted for in another fund.  (3.55%)
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· Debt Service- Expenditures for the required repayment of debt principal and interest incurred for the
construction of large capital projects or major capital purchases.(10.18%)

· Contingency- Budgetary reserve set aside foremergencies or unforeseen expenditures.(0.46%)

Stormwater Fund Revenues

· Other Financing Sources- Transfers from other funds, or fundbalance appropriated.  (100%)

Stormwater Fund Expenditures

· Environmental Protection- Expenditures for Administration/Engineering, Stormwater- Transportation
Division, Stormwater- Solid Waste Division, and the Stormwater- Landscape Division.(100%)

Sludge Composting Fund Revenues

· Restricted Intergovernmental- Intergovernmental funding for operational expenses from the City of
Hickory for 66%, Catawba County for 18.5%, and the City of Conover for 15.5%.  (100%)

Sludge Composting Fund Expenditures

· Environmental Protection- Expenditures for contracted services with a private contractor to operate
the Sludge Composting Facility.  (100%)

Transportation Fund Revenues

· Sales and Services- User fees charged for the provision of various Airportservices suchas Airport
property rentals.(94.44%)

· Investment Earnings- Interest earned on the investment of the fund’s idle cash balance.  (0.36%)

· Restricted Intergovernmental Revenues– Contributions from Catawba and Burke Counties for tower
operations.  (0.23%)

Transportation Fund Expenditures

· Transportation- Expenditures for Airport operations.(98.91%)

· Contingency- Budgetary reserve set aside for emergencies or unforeseen expenditures.  (1.09%)

Solid Waste Fund Revenues

· Other Taxes- Solid Waste Excise Tax revenue received from the State of North Carolina.(0.45%)
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· Sales and Services- User fees charged for the provision of various solid waste collection services
including:curbside, recycling center, cardboard, white goods, yard waste, tipping fees for the county
landfill and commercial bulk services.  (90.44%)

· Investment Earnings- Interest earned on the investment of the fund's idle cash balance.(0.22%)

· Miscellaneous- Unanticipated revenues.(0.05%)

· Other Financing Sources– Transfer from Capital Reserve Fund towards replacement truck,andan
appropriation from the Solid Waste Fund Balancefor operational support.(8.84%)

Solid Waste Fund Expenditures

· Environmental Protection- Expenditures for Recycling Services, Residential Sanitation, Commercial
Bulk Services, contracted services with Republic, and Catawba County landfill tipping fees.  (99.64%)

· Contingency- Budgetary reserve set aside foremergencies or unforeseen expenditures.  (0.36%)

INTERNAL SERVICE FUNDS

TheFleet Maintenance Fund, Insurance Fund,andCapital Reserve Fundare internal service funds that
have been set up in order to more accurately account for expenditures for vehicle and equipment
maintenance, insurance costs and capital reserves.  This enables the City to better grasp the true cost of
providing these internal services on the departmental and divisional levels.

Fleet Maintenance Fund Revenues

· Sales and Services– Charges for vehicle and equipment repairs, which are charged to individual
departments.(100%)

Fleet Maintenance Fund Expenditures

· General Government–Expenditures for vehicle and equipment maintenance and repair.(100%)

Insurance Fund Revenues

· Sales and Services–Charges for health, dental, workers compensation, property, casualty, and liability
insurance. These revenues are derived from chargesto individual departments.(96.91%)

· Investment Earnings- Interest earned on the investment of thefund's idle cash balance.(0.40%)

· Other Financing Sources–Support from Fund Balance allocation.(2.69%)
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Insurance Fund Expenditures

· General Government–Expenditures for health, dental, worker’s compensation, property, casualty and
Liability of insurance.  (100%)

Capital Reserve Fund Revenues

· Other Financing Sources- Transfer from the General Fundand Water & Sewer Fund for futurecapital
projects or purchases, and an appropriation from the Capital Reserve Fund Balance towards General
Fund capital expenditures during FY2019-20. (100%)

Capital Reserve Fund Expenditures

· General Government– Money receivedfrom the General Fund into Capital Reserve, to be used for
future general capital expenditures. (25.64%)

· Environmental Protection– Moneyreceived from the Water and Sewer Fund into Capital Reserve, to
be used for future water and sewer capital expenditures (20.09%).

· Other Financing Uses– Money transferred to other fundsfor plannedcapital projects or capital
purchasesduring the current Fiscal Year. (54.27%)
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TheConsolidated Budget Summarysection begins the budget presentation by examining the budget at the
broadest level. Here, the assumptions and trends that helped determine the basic framework described in the
Budget Guidesection are presented. Later sections will provide further detail about the individual funds,
departments, and divisions.

The discussion here begins with revenues, which are followed by financial totals, functional trends, fund balance
projections, and staffing totals. Revenues must fully support expenditures in a balanced budget, so no budget can
begin without an understanding of the resources available. Certain methods, techniques and approaches have
been used to aid the City in estimating future revenues. By analyzing current trends and the underlying forces,
theCity can make realistic projections of revenues.

Revenue Assumptions

The most important aspect to understand regarding how revenues are budgeted in the City of Hickory’s Annual
Budget is that for most of the City’s major sources of revenue, all that will be budgeted for FY2019-2020is what
we project to receive by the end of FY2018-2019. This conservative approach to budgeting helps ensure that
budget projections are met, helps to guard against unanticipated economic downturns and, in most years, allows
us to place funds intoFundBalance at year end.  City Management believes that budgeting unrealized increases
in revenues for an upcoming fiscal year, especially with major sources of revenue, is risky at best and could be
counter-productive in the end.

The following are other assumptions concerning some of our most significant sources of revenue that are forecast
in the City of Hickory’sFY2019-2020AnnualBudget.

REVENUES FORECAST RATIONALE

AD VALOREM TAXES

Ad Valorem Taxes The City contracts withCatawbaCountyto assessand collect
property taxes. By the beginning of FY2019-2020, Hickory’s
assessed property value is projected to haveincreasedby6.17%(or
$291,220,722) to $5,007,451,993due to Catawba County’s
revaluation of realproperty.

The General Fund’sproperty tax rate willbe$.5875per one hundred
dollars ($100) valuation of property with an estimated collection rate
of 98.03%. The total Ad Valorem Tax category of revenues is
budgeted at $29,525,000for FY2019-2020. TheAd valorem category
of revenue includes:currentyear’s collections, prior year’s collections,
penalties and interest, and refunds.
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OTHER TAXES

Sales Tax The State collects and distributes the proceeds from the locally levied tax
on retail sales. The Article 39 original one-cent local option sales tax is
distributed on a point-of-sale basis. Article 40, a one-half of one percent
rate and Article 42, also a one-half of one percent rate, are revenue
placed in a statewide pooland thendistributed state-wide on a per capita
basis.  Revenue projections for FY2019-2020are based on anticipated
local retail sales and other economic conditions, and reflect a4.4%
increase over the FY2018-2019budgeted amount.

Utility Franchise Tax The City shares in thesalestax levied by the State on piped natural gas
and electricity sales. This tax is collected by the State and then distributed
quarterly through a predetermined formula to North Carolina
municipalities. This revenue is highly sensitive to the weather.  Cool
summers and mild winters can lead to a year with little or no growth in
receipts from this tax.  Any annexations of industrial or other facilities that
are heavy users of utility services couldalso creategrowthin this source
of revenue.  For FY2019-2020we project a7.4% increasefrom what was
budgeted in FY2018-2019.

Telecommunications Tax This tax was previously a part of the Utility Franchise Tax, but was broken
out as a separate tax received from the State of NorthCarolinain
FY2003-2004. The TelecommunicationsTax is levied by the State on all
telephone service. Each city’s share of thisis taxbased on the actual
receipts from telephone and cable television service within their municipal
boundaries during the fiscal year.For FY2019-2020weanticipate a5.8%
decreasein this revenue.

UNRESTRICTED
INTERGOVERNMENTAL
REVENUES

Beer and Wine Tax Cities share in thesales tax revenue fromthe sale ofboth beer and wine,
based on population.Revenue for FY2019-2020is projected toremain
flatcompared to the FY2018-2019budgeted amount.

Traffic Control Revenue The City of Hickory, through a cooperative agreement, maintains the
NCDOT’s traffic control systems located within the city limits of Hickory.
The City receives annual reimbursements for this service from the
NCDOT through the form of Traffic Control Revenue. This revenue may
vary from year to year depending upon annual maintenance schedules
and scheduled projects, and is projected based on what the City’s Traffic
Division anticipates.
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RESTRICTED
INTERGOVERNMENTAL
REVENUES

Powell Bill Gasoline salestaxes are shared by the State with its municipalities
through a legislative act known as the Powell Bill.Revenue distribution
projections to local governments are based on a formulathat combines
both “per capita” values and “per mile” values.Hickory has had little
growth in its population or the miles of streets it maintains. This revenue
for FY2019-2020is projected tobe approximately 1%less thanthe
FY2018-2019budgeted amount.

Sludge Compost These revenues are based on the percentage of participation for the fixed
contract to operate the Sludge Compost Facility by Veolia Water.  The
percentage of participation is: City of Hickory- 66%, City of Conover–
15.5%, and Catawba County– 18.5%. Variable costs of operations are
charged by percentage of use by each local government. These
revenues have been estimated to meet projected operational
requirements forFY2019-2020andare expected to increase 3.1% from
FY2018-2019.

LICENSES AND PERMITS Privilege Licenses werepreviously a significant source of revenue for the
City but wererepealedinFY2015-2016. As was the casefromFY2016-
2017through2018-2019, no revenueisprojectedfor FY2019-2020.

SALES ANDSERVICES (Most fees are increased by1.9%, which is the 2018 Consumer Price
Index, unless otherwise indicated)

Parking Rentals The City owns and operateseleven (11) parking lots in the downtown
area. Some are unrestricted lots and some are leased lots. Revenue
received from this enterprise, as well as parking tickets issued, remains
relatively constant from year to year and is transferred to the City’s
Capital Reserve Parking Fund for future parking projects, after the cost
of collection/enforcement is deducted.

Recycling Revenue Revenue received for recycling services. These charges are based, in
part, on costs for collection, preparation and transportation of recycling
material to market.

Water and Sewer Charges Water and sewer rates will see a3.75% increase with theFY2019-2020
Annual Budget over theFY2018-2019 rates. This increase will help to
keep the Water and Sewer Fund 100% self-supporting.

Water and SewerTaps TheCity charges fees to customers forconnecting to the City’s water or
sewer system.FY2019-2020tap fee revenue isprojected to remain flat
compared to the FY2018-2019budgeted amount.
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INVESTMENT EARNINGS

Investment Earnings Investment earnings are conservatively projected on the basis of average
available cash balances at an anticipatedaverage rate of return of 1%.

FUND BALANCE/
RETAINED EARNINGS

Fund Balance Appropriated Fund Balance/Retained Earningsappropriated generally does not
exceed anamount that management can reasonablyexpect to save
during the year.
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This consolidated revenue graph and table contain all funds, including the internal service funds (Fleet Maintenance
and Insurance) and the Capital Reserve Fund.  Insurance and fleet costs are budgeted in each of the
departments/divisions in order to better capture the actual cost to provide services. The Fleet Maintenance Fund and
Insurance Fund then budget revenues from each of these departments and the expenditures associated with the actual
costs to provide these services.This inflates the “Sales and Services” revenue source, but omitting these funds from
this section would not give the reader a comprehensive view of the City’s finances.

2017-2018 2018-2019 2019-2020 Percent

Consolidated Revenues Actual Budgeted Budgeted Change

Ad Valorem Taxes 27,349,367 27,250,000 29,525,000 8.3%
Other Taxes 16,880,450 16,407,000 17,168,213 4.6%
Unrestricted Intergovernmental 660,473 595,000 663,000 11.4%
Restricted Intergovernmental 5,444,090 5,374,634 5,507,968 2.5%
Licenses and Permits 4,852 5,100 5,100 0.0%
Sales and Services 40,781,124 40,800,344 41,832,776 2.5%
Investment Earnings 348,270 252,500 370,036 46.5%
Miscellaneous 951,870 668,500 643,500 -3.7%
Other Financing Sources (2,153,944) 12,448,878 15,262,996 22.6%
Revenue Total 90,266,552 103,801,956 110,978,589 6.9%
Per Capita 2,225.12 2,556.01 2,703.89

Return to Table of Contents



Consolidated Budget Summary

55| P a g e

This consolidated expenditure graph and table are broken down by functional area and include expenses in allfunds,
including the internal service funds (Fleet Maintenance and Insurance) and the Capital Reserve Fund. As was
explained on the previous page, insurance and fleet costs are budgeted in each of the departments/divisions in order
to better capture the actual cost to provide services. The Fleet Maintenance Fund and Insurance Fund then budget
revenues from each of these departments and the expenditures associated with the actual costs to provide these
services. This inflates the “General Government” expenditure, but again, omitting these funds from this section would
not give the reader a comprehensive view of the City’s finances.

2017-2018 2018-2019 2019-2020 Percent

Consolidated Expenditures Actual Budgeted Budgeted Change

General Government 13,980,211 17,199,615 18,384,078 6.9%
Public Safety 22,884,339 24,636,426 24,087,158 -2.2%
Transportation 6,911,051 9,026,977 9,324,221 3.3%
Environmental Protection 26,429,811 32,178,479 36,752,517 14.2%
Economic and Community Develop. 3,222,774 3,549,444 3,691,666 4.0%
Culture and Recreation 7,657,917 6,613,531 6,558,575 -0.8%
Other Financing Uses 6,539,660 5,079,672 5,039,922 -0.8%
Debt Service 1,553,368 4,617,812 6,240,452 35.1%
Contingency - 900,000 900,000 0.0%
Expenditure Total 89,179,131 103,801,956 110,978,589 6.9%
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