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May 2, 2019

BUDGET MESSAGE

TO: Mayor and City Council Members
City of Lincolnton, North Carolina

FROM: Steve Zickefoose, City Manager

Enclosed for your consideration is the proposed operating budget for the City of
Lincolnton for fiscal year 2019-2020. The budget includes four major funds, and totals
$29,036,999.

A public hearing will be held at the June City Council meeting to receive comments and
questions from the general public regarding the proposed budget. The budget must be
adopted by July 1, 2019. City Council may have as many budget work sessions as they
choose leading up to the July 1* deadline.

The City Manager will be available leading up to the adoption of the budget to answer

any questions from City Council or the public. A copy of the budget will be kept on file
in the City Clerk’s office up until its adoption.
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BUDGET MESSAGE — 2019-2020
May 2, 2019

I GENERAL FUND

The proposed General Fund budget is $11,818,700. The General Fund contains
the majority of city services, including public safety, solid waste, street, finance, planning
and zoning, recreation, business and community development, and the human resources
and city manager/city clerk’s office. The General Fund budget as proposed will allow the
city to continue providing the level of services that we have provided for our citizens for
many years.

The Lincoln County Tax Department is projecting an increase in real property
valuations for the City of approximately 11% due to revaluation. Previous tax value
decreases from prior revaluations are equal to 6.6 cents in revenue losses. Therefore, [
am recommending that the tax rate remain at 56 cents.

The current fiscal year budget estimated sales tax revenue to be $2,900,000. This
is a four percent increase over the prior year. For budgeting purposes, I suggest that we
adjust the projection to $3,060,000. Another large source of revenue in the General
Fund will be franchise tax, which is estimated to be $855,000. Other revenues in the
General Fund include contributions for administrative purposes from the Water and
Sewer and Electric Funds. We also receive a payment in-lieu of taxes from these funds
totaling an approximate $400,000.

The City will continue to receive revenue from ABC sales, concessions from
recreation related activities, and a reimbursement for providing a school resource officer
to Lincolnton High School and Asbury Learning Center.

It is recommended that the City does not appropriate from the General Fund fund
balance. This is a decrease of $660,700 from 2018-19. The City still maintains an
adequate fund balance percentage. This represents the first time in many years that fund
balance is not being used for operational purposes.

The City implemented a pay and class study in 2016-17 for all employees. In
order to remain market competitive, a new study for one-third of employees will be
completed each year beginning with the 2019-20 budget. The cost to implement this for
the general fund is $182,000.

The capital items recommended in the budget total $1,190,000. The 321
Sidewalk project makes up $400,000 of this amount and is funded through state grants.
The Betty Ross Park Flag Football project is $325,000 and is also funded by a state grant.
A new garbage truck is included at a cost of $300,000. The remainder of the capital items
is for operational equipment and building improvements.

Department heads were asked to identify needs within their respective areas.
These items were presented in the budget discussions with Council. In addition to
reviewing these requests, I have used a zero based budget approach to reducing
operational budget line items $145,000. The resulting budget is a compromise between

114 WEST SYCAMORE STREET- P.0. BOX 617 - LINCOLNTON, NORTH CAROLINA 28093-0617
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BUDGET MESSAGE — 2019-2020
May 2, 2019

adjusting line items for requested additional needs versus determined actual needs.

II. OCCUPANCY TAX FUND

The Occupancy Tax fund is no longer included in the City’s operating budget and
is reported as a component for reporting purposes only. The six member board that was
created by City Council has full authority to appropriate the funds as they see fit. All the
requirements of the initial enabling legislation are still in effect for the Tourism Authority
to comply with.

III. POWELL BILL FUND

The proposed Powell Bill Fund budget is $545,000. These funds will be used to
continue our traditional street and sidewalk repairs. A new street sweeper will be
purchased at a cost of $250,000. There will remain approximately $396,000 of fund
balance in this fund. Powell Bill proceeds continue to be a critical source of state revenue
in assisting municipalities meets their street related needs.

IV. WATER AND SEWER FUND

The proposed Water and Sewer Fund is $8,616,949. This fund is made up of four
departments. These include Water Treatment Plant, Distribution and Collection, Waste

Water Treatment Plant, and Intangibles. The water and sewer usage rates will remain the
same for 2019-20.

Operational expenditures are increasing $372,400, of which $181,000 is from
implementing the pay and class study. A portion of one time capital expenditures will be
paid for from the healthy water and sewer fund balance. Revenues are expected to
increase slightly for 2019-20. Discussions are also underway with the County for
additional water purchases.

The challenge of finding a large water customer for the Water and Sewer fund
will continue to be a priority. The city is working with LEDA and the Chamber of
Commerce on a regular basis to identify potential customers. There is a requirement to
be able to cover operating costs from generated revenues for the Water and Sewer Fund.
While there is a healthy fund balance of $5,600,000, this can only be used for capital
expenditures.

V. ELECTRIC FUND

The electric fund continues to be very stable due to recent rate restructuring by
Electricities. As a result, no change in rates to our customers is recommended.

114 WEST SYCAMORE STREET- P.0. BOX 617 - LINCOLNTON, NORTH CAROLINA 28093-0617
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BUDGET MESSAGE — 2019-2020
May 2, 2019

The total proposed Electric Fund is $8,056,350. The projected fund balance is
$2,200,000, or 29% of the operating budget.

Please remember that the City made a commitment to the North Carolina Local
Government Commission that we will raise rates three percent above the annual rate
increase. Based on this, we have a five percent cushion before an adjustment would be
mandated. This will be the fifth year in a row that the City has not had to raise electric
rates for our customers.

Major expenses in the Electric Fund other than the purchase of electricity, will
include smart meters for $300,000, a new line truck for $280,000, transformers for
$50,000 and system maintenance at $197,000. The cost to implement the pay and class
study is $51,000.

The city continues to have an efficiently operated electric department.
Electricities is a very good partnership for the City. The western agency is in a much
better financial condition due to restructuring of debt, making the outlook for future rate
reductions highly probable. Electricities have provided thousands of dollars in grants to
the City for projects such as development of the website and the strategic plan. While
electricity is not the revenue generator it was many years ago, I still feel we provide a
very reliable service at a reasonable price for our customers. The City was successful a
few years ago in persuading the Super Wal-Mart to stay on our system, and we also serve
the Hampton Inn. We need to continue to pursue any additional large customers when
the opportunity presents itself.

VI. SUMMARY

The budget process this year uses the City’s strategic plan as a core for planning
present and future needs. Four goals were identified:

1) Improve Infrastructure

2) Employee Benefits

3) Downtown Development

4) Improve Recreational Opportunities

Directors were asked to identify needs, both present and future. A ten year plan is
being developed so that long range goals can be identified and monitored as part of the
budget process. The budget process was very collaborative, which resulted in helpful
dialogue between directors and council members.

The goals listed above are being used as a tool to assist in determining priorities
for available funds and to plan for future needs.

On a positive note, savings realized by reorganization have provided opportunities
to fund immediate needs as well as planning for the future. I have also used a zero based
budget approach in reviewing all line items for possible adjustments.
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BUDGET MESSAGE — 2019-2020
May 2, 2019

I want to especially thank the city staff for all of their hard work in assisted with
the budget process. They understand the challenges we are facing and have been as
conservative as possible in identifying needs. I want to also thank the Mayor and City
Council for your support to the city staff. The budget process requires a team that is
willing and able to work together. The City is fortunate to have such dedicated
employees and leadership.

In conclusion, I am recommending a $29,036,999 operating budget for fiscal year
2019-20 for the City of Lincolnton. This is less than 2018-19 due to major capital
projects that were in last year’s budget and reductions to the operating expenses in the
general fund and enterprise funds.

The budget includes funding to begin the process of working toward meeting the
four goals identified as part of the strategic plan. This will be an ongoing challenge. I
believe that great strides have been made in providing cost effective services to our
citizens.

I want to personally thank the Mayor and Council for allowing staff the
opportunity to participate in such an open budget process. In closing, I respectfully

submit this budget for consideration.

I am available to answer any questions that you may have.

Sincerely,

S . Jilors

Steven B. Zickefoose, MBA
City Manager
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MAYOR

The Mayor is the chief elected official of the City of Lincolnton.
The Mayor is elected, at large, for a two year term. The Mayor is the
presiding officer of the Lincolnton City Council. The Mayor votes to
break a tie vote and does not have veto power. The Mayor appoints
members to various municipal boards and commissions, issues
special proclamations, meets with citizen groups, and represents the
City at various local, state, and national meetings. The Mayor serves
as the City’s Chief Ambassador, meeting with visiting dignitaries
and business representatives. The Mayor plays an important role in

the development of Lincolnton’s municipal policy.
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CITY COUNCIL

The Lincolnton City Council is the Legislative Body of the City
of Lincolnton. The City Council is comprised of four members.
Members of City Council are elected at large but must file for election
by ward. Two members of City Council stand election every two

years and are elected to four year terms.

The City Council appoints the City Manager and the City
Attorney; is responsible for passing all ordinances and resolutions;
approves the annual operating and capital budgets; sets the ad
valorem tax rate; sets utility rates; makes appointments to various
boards, commissions, and agencies of the city; and adopts long range

plans and policies.
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CITY MANAGER

The City Manager, the Chief Administrative Officer of the City
of Lincolnton, is appointed by the City Council and serves at its
pleasure. The City of Lincolnton adopted the Council-Manager form

of government in 1982.

The City Manager provides management control and
coordinates all activities of city government. He is the administrative
head of the City and sees that the laws of the city and state are
faithfully executed. He attends all meetings of the City Council,
recommends for adoption such measures as he shall deem pertinent,
and makes reports from time to time concerning the affairs of the
City. He is responsible for the preparation of the annual budget and
represents the City on various boards, commissions, and committees

on city, state, and national levels.
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CITY ATTORNEY

The Lincolnton City Attorney, the chief legal authority of the

City, is appointed by the City Council and serves at its pleasure.

The City Attorney represents the Mayor and City Council, the
City Manager and various department supervisors of city
government. He attends all City Council meetings and has the
responsibility to advise the City Council on all legal, procedural, and
conduct of meetings. He represents the City in all legal matters,
personnel hearings, zoning administration, and any civil or criminal

court procedure.
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Mary Frances White CITY CLERK

Roby D. Jetton Donna C. Flowers, MMC, NCCMC

il
®
fim Watson Ll nCOI nton N C donnaflowers(@ci.lincolnton.nc.us
— - - CITY ATTORNEY
Near the City. Near the Mountains. Near Perfect. Thomas J. Wilson. Jr.

BUDGET ORDINANCE

AN ORDINANCE ESTABLISHING REVENUES AND AUTHORIZING EXPENDITURES FOR
FISCAL YEAR 2019-2020 FOR THE CITY OF LINCOLNTON

BE IT ORDAINED by the Mayor and City Council of the City of Lincolnton:

SECTION 1. 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:

City Manager/Clerk $ 277495
Human Resources 243,020
Finance 149,630
General Expense 1,108,160
General Debt Service 424,632
Police 3,218,020
Fire 2,255,800
Public Works 44,010
Street 1,164,325
Equipment Services 115,970
Solid Waste 823,855
Plannin/Zoning 575,420
Bus & Comm. Dev 133,200
Recreation 1,285,163

$ 11,818,700

114 WEST SYCAMORE STREET: P.0. BOX 617 - LINCOLNTON, NORTH CAROLINA 28093-0617
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SECTION 2. 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:

Property Taxes $ 5,318,000
Sales and Use Tax 3,060,000
Permits and Fees 43,500
Franchise Tax 855,000
Beer & Wine Tax 44,000
Payment in Lieu of Taxes-Outside Source 22,470
Payment in Lieu of Taxes 405,296
DMYV Taxes 150,000
Controlled Substance Tax 4,500
Firefighters Relief Fund Tax 5,200
Solid Waste Disposal Tax 6,000
Lease / Rental Vehicle Tax 20,000
Grants 1,000,000
Sales and Services 20,000
SRO Reimbursement 129,800
Investment Income 30,000
ABC Revenues 110,000
Recreation Revenues 125,000
Capital Contributions -

Miscellaneous 49,934
Issuance of Debt 300,000
Reimbursement from Powell Bill 120,000

Fund Balance Appropriated -
8 11818700

SECTION 3. The following amounts are hereby appropriated in the Powell Bill Fund for the
fiscal year beginning July 1, 2019, and ending June 30, 2020 in accordance with the chart of accounts
heretofore approved for the City:

Powell Bill Construction/Other $ 545,000

SECTION 4. It is estimated that the following revenues will be available in the Powell Bill
Fund for the fiscal year beginning July 1, 2019 and ending June 30, 2020:

Powell Bill Allocation $ 304,000
Grants $ -
Investment Income 4,000
Fund Balance Appropriated 237,000
$ 545,000

114 WEST SYCAMORE STREET: P.0. BOX 617 - LINCOLNTON, NORTH CAROLINA 28093-0617
PHONE (704) 736-8980
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SECTION 5.

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 approved for the City:

Water Treatment Plant

Distribution and Collection
Wastewater Treatment Plant
Water and Sewer Intangibles

SECTION 6.

$ 1,506,850
1,847,150
1,567,500
3,695,449

S 8616949

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.

Investment Income

Charges for Service - Water
Charges for Service - Sewer

Connection Charges
Capital Contributions

Proceeds from Issuance of Debt
Other Operating Revenues
Other Financing Sources

SECTION 7.

$ 55,000
3,460,000
4,300,000

27,000

204,949
570,000
$§ 8,616,949

The following amounts are hereby appropriated in the Electric Fund for the

operation of the electric utility for the fiscal year beginning July 1, 2019 and ending June 30, 2020, in accordance
with the chart of accounts heretofore approved for the City:

Electric Operations

SECTION 8.

S 8056350

It is estimated that the following revenues will be available in the Electric Fund for

the fiscal year beginning July 1, 2019 and ending June 30, 2020:

Investment Income
Electric Sales

Electric Municipal Operations
Other Operating Revenue
Other Financing Sources

$ 15,000
7,034,600
700,000
206,750
100,000

§ 8,056,350

114 WEST SYCAMORE STREET- P.0. BOX 617 - LINCOLNTON, NORTH CAROLINA 28093-0617
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SECTION 9. There is hereby lavied a tax rate af titty-six cents ($.36} per one hundred ($100)
valuation of property as listed [or laxes as of January 1, 2019 for the purpose of raising the revene listed as
"Property laxes" in the general fund in Section 1 of this ordinance.

This rare is based on a tolal valuation of property for the purposes of taxation of § 961.500.000 and an
estimated rate of collection of 98.5%,

There is hereby levied a municipal vehicle lux of $20 per registered and tagged motarized vehicle resident in the city.
SECTION 10.  Electric Rates No [ncrease.

SECTION 11.  Waler & Sewer Rates No Increase.

No Inerease.

SECTION 12. Approprialions are authorized by department totals, The City Manager is authorized to reallocate

departmental appropriations amaong ling item objcets of expendilures and revenues as necessary during the budget vear,

SECTION 13.  Copies of this Budget Ordinance shall be furnished to the Clerk 10 the Governing
Board und (o the Budget Officer and Finance Director fo he kept on file by them for their dircction in the
disbursement of [unds,

TOTAL GROSS BUDGET § 29.036.9%9

Adopted this 6th day of June, 2019

() 4 Z%

1)nnr_111 C. Flowers, CMC Edward L HgHcy
City Clerk Mayor

114 WEST SYCAMORE STREET- P.0. BOX 617 - LINCOLNTON, NORTH CAROLINA 28093-0617
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2019-20 CMO Recommendations/Highlights

General Fund $11,818,700
e No tax rate increase

e Eliminated fund balance appropriation for operating costs ($660,770)
e Implement Salary Study — Fire, Public Works $182,000

e Retirement cost increase by state- $66,000

e Adjust salaries (28 pay periods in 19-20) $77,000

e Zero Based Cuts- $145,490

e Upgrade operating software

e Police Building renovation

e Continue K-9 program by adding a fourth team

e Replace 3 Police vehicles

e Improve downtown security camera system

e Increase Fire Dept part time staff to maintain 7 staff and hire part time inspector
e Additional Fire Dept training and safety line items

e Additional Fire Dept equipment needs

e Purchase automated garbage truck- $300,000

e Additional funds for Public Relations/Events- $8,000

e Providing year four funding for DDA administrative position

e Improvements to Parks & Recreation gym, signage, Highland Drive shelter
e $150,000 from NCMVT for street paving/sidewalks

e Budgeted $132,750 for building improvements

e Budgeted $116,000 for equipment needs

e Fund Balance Available $2.4M = 22%

Water and Sewer Fund _$8.616.949
e No rate increase
e Implement Salary Study — Water, Wastewater, D/C $181,000
e Retirement cost increase by state- $15,000

e Increase Contra-Admin payment to General Fund $200,000

e Smart meter replacements for efficiency and customer services- Self funding from
increased revenue from new meters

e Improve Rhyne Mills 150 Lift Station $350,000

e Remove Hoyle St. lift station $35,000

e New water line on Reid Street $70,000

e DAF at Wastewater Plant $75,000

e Budgeted $91,000 for equipment needs

e Budgeted $45,000 for building improvements

e Fund Balance Available $5.6M = 100%
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Electric Fund $8,056,350

No increase in rates

Implement Salary Study - $50,975
Retirement cost increase by state- $5,100
Smart meters $300,000

Spare transformers $50,000

Substation communications system $40,000
New line truck $280,000

Budgeted $40,000 for building improvements
Fund Balance Available $2.2M = 29%

Powell Bill Fund $545.000

Paving of city streets- $120,000
Maintenance of city streets- $175,000
Street sweeper- $250,000

Fund Balance Available $396,000 = 130%
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2019-20 BUDGET- CMO Version

General Water/Sewer Electric Powell Bill
Operating 9,382,898 5,344,796 7,145,850 295,000
Non Capital Equipment 214,500 131,000 207,500 -
Building\Structure 138,250 45,000 66,000
Capital 1,118,000 621,000 357,000 -
Capital- CMAQ Grant 400,000
Vehicles - - 280,000 250,000
Debt Service 565,052 2,475,153 - -
Total Expenses 11,818,700 8,616,949 8,056,350 545,000

Regular Revenue 10,241,370 8,046,949 7,956,350 308,000
Capital Loan 300,000 - -
Grants 1,000,000
Capital Reserve Allotted -
Fund Balance Allotted - 570,000 100,000 237,000
DMV Fees 150,000 -
Other 127,330

Total Revenues 11,818,700 8,616,949 8,056,350 545,000
Available Funds - - - -
Projected Fund Balance 3,000,000 5,647,000 2,200,000 470,000

30% 68% 29% 150%
2 Month Minimum 2,000,000 1,320,000 1,225,000 NA
16% 16% 16% NA
Equivalents for 2019-20 Budget
Tax Rate 1 cents 90,000
Water Rate 1% 28,000
Sewer Rate 1% 38,000
Electric Rate 1% 67,000
GF Salaries/FICA/Retire 1% 70,000
W&S Salaries/FICA/Retire 1% 16,500
Elect Salaries/FICA/Retire 1% 5,500
Page 17
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(1)

2)

€)

(4)

)

(6)

(7

2018-19 - CAPITAL OUTLAY - GENERAL FUND

CITY MANAGER / CLERK

OFFICE EQUIPMENT

HUMAN RESOURCES

NONE

FINANCE

PRINTER

GENERAL EXPENSE

NONE
POLICE

K 9 PROGRAM
NEW SERVER
SECURITY CAMERAS

FIRE

THERMAL IMAGING CAMERA
GEAR LOCKERS

CAPTAINS DESK-CABINETS
SURFACE PROS

ICE MAKER STATION 2
ENFORCER 10 PRESSURIZED CAF
REPLACE 1200 HOSE LADDER 1
HOSE RAMPS

POWER INVERTERS

DRONE UPDATES

ENGINE 2 HYDRAULIC EQUIP
LADDER 1 AND ENGINE 2 REPAIRS

PUBLIC WORKS

NONE

Page 77

$3,000.00

$0.00

$10,000.00

$0.00

$17,000.00
$18,000.00
$15,000.00

$2,850.00
$2,000.00
$2,500.00
$3,750.00
$2,100.00
$5,000.00
$8,000.00
$1,500.00
$2,500.00
$2,900.00
$13,000.00
$20,000.00

$0.00



(8)

)

(10)

&y

(12)

(13)

(14)

STREET

CMAQ SIDEWALK PROJECT

EQUIPMENT SERVICES

NONE

SOLID WASTE

AUTOMATED GARBAGE TRUCK

GENERAL SERVICES

NONE

PLANNING

NONE

BUSINESS & COMMUNITY DEVELOPMENT

COMPUTERS

PARKS & RECREATION

BETTY ROSS PARK PHASE 2

GENERAL FUND CAPITAL

Page 78

$400,000.00

$0.00

$300,000.00

$0.00

$0.00

$2,000.00

$325,000.00

$1,156,100.00



2018-19 - CAPITAL OUTLAY - POWELL BILL

(1)  POWELL BILL

PAVING STREETS

STREET SWEEPER

POWELL BILL FUND TOTAL

2018-19 - CAPITAL OUTLAY - WATER & SEWER

(1) WATER TREATMENT PLANT

CHEMICAL TANK TOP
TANK & LINE WRAP
VALVE REPLACEMENT

(2) DISTRIBUTION & COLLECTION

GENERATOR CLARKS CREEK
VALVE INSERTION

WATER LINE REID STREET
HOYLE ST LIFT STATION

CUT IN TEE & VALVE

RHYNE MILL 150 LIFT STATION

3) WASTEWATER TREATMENT PLANT

DRYING BEDS
AIR DIFFUSERS
DAF

WATER & SEWER FUND TOTAL

Page 79

$175,000.00

$250.,000.00

$425,000.00

$7,000.00
$13,000.00
$30,000.00

$50,000.00
$27,000.00
$70,000.00
$35,000.00
$24,000.00
$250,000.00

$25,000.00
$15,000.00
$75,000.00

$621,000.00



2018-19 - CAPITAL OUTLAY - ELECTRIC

(1)  ELECTRIC FUND

TRANSFORMERS $50,000.00
LINE TRUCK $280,000.00
SMART METERS $300.,000.00

ELECTRIC FUND TOTAL $630,000.00

Page 80
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GLOSSARY OF TERMS

** ABC Law Enforcement: By contract with the ABC Board, the Lincolnton Police
Department enforces the ABC Statutes in the corporate limits for a fee.

** ABC Revenue: A portion of the profits from the operation of the Lincolnton Alcohol
Beverage Control System.

** Ad Valorem Levy: Revenue accounts showing taxes paid on real property and
personal property, to include property of public service companies allocated by the Ad
Valorem Tax Division of the State Department of Revenue.

** Alcohol/Beverage Tax: A per-capita share of the taxes collected by the State of North
Carolina on the sale of beer and wine.

** Appropriation Fund Balance: The amount of fund balance appropriated as a revenue
for a given fiscal year to offset operating expenses that exceed current revenue.

** Bond: A written promise to pay a specified sum of money (principal) at a specific
future date, along with periodic interest payments paid at a specified percentage of the
principal.

** Budget Message: The opening section of the budget that provides the City Council
and the public with a general summary of the most important aspects of the budget, and
the views and recommendations of the City Manager.

** Capital Expense: Expenditures available for the acquisition of capital assets,
including the cost of land, buildings, permanent improvements, machinery, large tools
and equipment.

** Cemetery Lot Sales: Fees collected through the sale of cemetery lots at Hollybrook
Cemetery.

** Connection Charges: To record the charges for connecting to the city water or sewer
systems.

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

** Contra-Administration: A contra expense account for recording reimbursement
payments from one fund to another that are based on the actual cost of providing a

specific fund various services.

** Credit Card Expense: Merchant fees associated with the acceptance of customer’s
credit cards.

** Debt Service: The City’s obligation to pay the principal and interest of all bonds and
other debt instruments according to a pre-determined payment schedule.
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GLOSSARY OF TERMS

** Depreciation: The process of estimating and recording the lost usefulness, expired
useful life, or diminution of service from a capital asset that cannot or will not be restored
by repair and must be replaced. The cost of the capital asset’s lost usefulness is the
depreciation or the cost to the reserve to replace the item at the end of its useful life.

** Discount on Taxes: A contra revenue account for recording the discounts earned by
tax payers who pay prior to September of each year.

** Electric Current/Municipal Operations: To record the cost of electric energy used by
municipal operations.

** Electric Utility: To record revenue on the retail sale of electric energy.

** Enterprise Administration: Funds paid to reimburse another fund based on the actual
cost of providing services.

** Enterprise Fund: A type of fund that accounts for governmental operations that are
financed and operated in a manner similar to private business enterprises. It is financed
primarily from charges to users for services provided. Included in this category are the
water and sewer and electric funds.

** FICA: The Social Security and Medicare tax governed by Social Security
Administration which is paid by the City based on a percentage of employees' wages.

** Fire Department Fees: Revenue derived by fee schedule for burning permits,
construction, service and inspections, etc.

** Franchise Tax: State shared revenues. Collected by the North Carolina Department
of Revenue and returned to municipal governments as authorized by the General
Assembly.

** General Fund: Is a type of governmental fund used to account for operations of the
City, which are not accounted for in the enterprise fund. The primary sources of revenue
for this fund are property taxes and state-shared revenues.

** Health Admin Cost: Third party administration fees and city’s portion of the self-
insured deductible amount.

** Interest-Investment: To record revenues collected on the investment of idle funds.

** Interest on Taxes: To record the penalties on taxes collected after January 1 of each
year.

** Local Sales & Use Tax: A tax levied on the taxable sales of all final goods. The State
of North Carolina levies a sales tax and allows counties to levy an additional sales tax
amount. Lincoln County levies a sales tax and distributes the proceeds on a per capita
basis with jurisdictions within the County.
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GLOSSARY OF TERMS

** Miscellaneous: Authorized to pay expenses not otherwise defined.

** Miscellaneous Revenue: To record all unusual cash collected for accidents, petty cash
receipts for copies and other incidental charges, etc.

** Occupancy Tax Fund: This fund is to account for occupancy tax revenue to be used
for tourism related purposes.

** Officers Fees: Revenues returned to the city for police services by the courts.

** Online Convenience Fees/Payments: Costs associated with the online utility bill
program.

** OPEB: The acronym used for Other Post Employment Benefits.

** Payment in Lieu of Taxes (PILOTs): Money transferred from an enterprise fund or an
outside non-profit agency into the General Fund. The principle underlying such transfers
is that the City would have received the equivalent amount in taxes had the service been

provided by a private firm.

** Powell Bill Street Allocation: Funding from state-shared gasoline tax which is
restricted for use on maintenance of local streets and roads.

** Prior Year Taxes: Collection of delinquent taxes and to record discoveries.

** Property and Casualty Insurance: Premiums paid by the City for property, auto,
general liability and other insurance coverages.

** Rate Stabilization: A contribution from the electric fund used to reserve funds being
accumulated to stabilize electric rates.

** REC Fees: Parks and Recreation revenues derived by fee schedule for admissions,
concessions, entry and rental fees.

** Rental Fees: To record the fees paid by local cable and telephone companies for the
use of the city electric utility poles and water tower.

** REPS: The acronym used for Renewable Energy Portfolio Standards.
** Retirement: The City's contribution to N.C. Local Governmental Employees'
Retirement System that is based on a percentage of

Employees' wages.

** Retirement: 401(k) Officers — mandated contribution for certified police officers to a
401(k) plan.
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GLOSSARY OF TERMS

** Reverse 911 Charges: Annual cost to operate emergency notification
system.

** Salary: Salary line item includes the actual salary/wage of each employee plus
overtime anticipated, market adjustment, longevity pay and end of the year bonus.

** Sale of Property/Capital Assets: To record the revenue derived from the sale of
surplus property.

** Sale of Recyclables: A portion of the funds collected from the sale of materials
collected through the City’s contractual recycling program.

** Sewer Utility: To record the user fees for the sale of sewer services.

** Special Revenue Fund: A fund used to account for the revenues from specific sources
that are to be used for legally specified expenditures.

** SRO Reimbursement: The acronym used for School Resource Officer.
** Telephone: Department monthly billing for re-occurring telephone charges, including
long distance, ethernet charges, credit card, cellular phone, and pro-rated lease or

lease/purchase fees.

** Training and Business Expense: Department expense for training, travel, mileage, and
other business expenses authorized by the Personnel Policy.

** Utility Receivables: Revenues collected on bad debt from outside sources.
** Water Utility: To record the user fees for the sale of water.

** Workers Compensation Insurance: Premiums paid by the city to have workers
compensation coverage for the employees.

** Zoning Department Fees: Revenue derived by fee schedule for zoning permits,
conditional use permits, etc.
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