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The Government Finance Officers Association of the United States and Canada (GFOA) presented a
Distinguished Budget Presentation Award to the City of Bentonville, Arkansas for its annual budget for
the fiscal year beginning January 1, 2019. In order to receive this award, a governmental unit must publish
a budget document that meets program criteria as a policy document, as an operations guide, as a financial
plan, and as a communications device.

The award is valid for a period of one year only. We believe our current budget continues to conform to
program requirements and we are submitting it to GFOA to determine its eligibility for another award.



Mission Statement

The mission of Bentonville City Government is to preserve, promote and sustain an excellent
quality of life within our city. In partnership with the community, we pledge to deliver municipal
services in a professional, personal, and responsive manner.

The City of Bentonville values:

® (Citizens as customers, deserving the highest quality of services delivered by a local
government.

An open, accessible government, where citizen involvement, individually and collectively, is vital.
People as our most important resource.

Public safety for all citizens.

A community that strives for beauty and cleanliness.

Fairness, integrity and trust as essential qualities of ethical governance.

Responsibility and accountability.

Taking pride and achieving the highest quality in all we do.

Encouragement of progressive thinking through employee involvement and teamwork.

Positive liaisons with local governmental organizations.

Achievement of a positive solution to every problem.
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BENTONVILLE AT A GLANCE

Bentonville, the county seat for Benton County, is located in the northwest corner of Arkansas. Missouri
borders the county to the north and Oklahoma to the west. Little Rock, the state capital, is in the center of
the state and slightly more than 180 miles to the southeast. Bentonville enjoys four distinct and beautiful
seasons in a climate that has drawn a variety of individuals who seek a special environment to live, work,
and raise a family.

Fayetteville, with a 2010 census population of 73,580, is the county seat for Washington County and is
home to the University of Arkansas. It is 25 miles to the south of Bentonville. Between Fayetteville and
Bentonville are the cities of Springdale, population of 69,797 based on the 2010 census (the 2000 census
count was 45,798), and Rogers, population of 55,964. Bella Vista is a short distance to the north of
Bentonville, offers 7 lakes, five regulation 18-hole courses, 2 nine-hole courses, tennis and other activities,
with a population of 28,511. The local area offers good hunting, fishing, camping, and hiking. Northwest
Arkansas Community College is in Bentonville and offers opportunity for education after high school.

Benton and Washington counties have historically experienced strong economic development with lower
unemployment rates than the national average and growing population estimates of 272,608 and 236,961
respectively.

There are several major industries in the City, with Wal-Mart and Sam’s Club headquarters in Bentonville.
The neighboring communities are home to Tyson’s Foods and J.B. Hunt Transport. A number of vendor
firms have established a presence in Bentonville and others keep arriving. They have found the area an




BENTONVILLE AT A GLANCE

attractive place to live and work. The Northwest Arkansas National Airport, just a few miles to the
southwest, opened in November of 1998 and has had a significant impact on continued growth in the area.
XNA had a total of 922,533 in passenger traffic in 2019.

Voluntary annexations to the City of Bentonville have extended the city limits to the edge of the airport, and
major water and sewer lines have been constructed in that area. The Planning Department has prepared
a master plan for zoning that area of the City. In addition, “fill in” growth continues in the City.

A national publication placed Northwest Arkansas high on its list of Best Places to Live in the U.S.
Bentonville is also listed as one of the best places to live in Arkansas by Niche as well as Sperling’s Best
Places.

HISTORY

Bentonville is in the area that was part of the 1803 Louisiana Purchase. In November of 1837, a site was
designated as the county seat for Benton County, which was named in honor of Senator Thomas Hart
Benton, from Missouri, who worked to have Arkansas admitted as a state. Bentonville was named after
the county and was the county seat. From a population of 30 in 1838, it grew to 500 in 1860. During the
Civil War, all but twelve buildings were burned. The main buildings around the square were built between
1875 and 1888. Bentonville was incorporated as a town in January of 1873. By 1900, Bentonville had a
city-owned light and water plant and was working on a sewer program. There was also a telephone
company and school system. Prior to the Civil War, the money crops were cotton, hogs, cattle, and mules.
There were three cotton gins and a tobacco factory. Apples gained commercial importance with the coming
of the railroad in the 1860s. Benton County was credited by the U.S. Census Bureau as having the largest
number of bearing apple trees of any county in the United States for several decades. The major industries
were apples, strawberries, peaches, railroad ties, mine props, horses, and mules, hardwood for wagon
spokes, lime, grain, and produce. By the 1930s, the trend turned to poultry and dairy, which are the major
cash crops today.
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Bentonville Downtown Square

POPULATION

Bentonville’s population has grown rapidly since 1990, when the official population from the national census
was 11,257. A special census that began in 1995 and was certified in early 1996 put the official population
at 15,363, which was an increase of more than 36% in just over five years. The 2000 census set the official
population at 19,730 and in 2005, the Council voted to contract with the Census Bureau for a special
census. The enumeration began early in 2006, and confirmed a population of 28,621. The following chart
shows the rapid population change from the figure of less than 5,000 people in 1950. Demographic
information from the 2010 census can be seen on page 141.
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Bentonville’'s population is currently over 50,000. The Fayetteville-Springdale-Rogers Metropolitan
Statistical Area grew from 538,412 in 2017 to 549,128 in 2018, according to the Census report. The region
was the 43rd fastest growing metro area by population and 27th fastest growing area by percentage of
population growth. The metro area is now the 102nd largest out of 394 identified by the Census Bureau.
Northwest Arkansas’ growth in the last year is a continuation of a trend. The area’s population was 463,204
in 2010 and has grown by 85,924 since then, an increase of about 18.5 percent, according to Census
Bureau figures.
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CITY FACILITIES

City staff operates out of several major City facilities. City Hall is in the downtown area and is home to
Administration, which includes the Mayor’s office, Human Resources, Accounting, and Computer Systems.
City Hall also houses Utility Billing and Collection/Meter Reading, and the Staff Attorney.
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The Bentonville Fire Department was established in 1887. Today, the department has an I1SO rating of 2
and serves a community of over 50,000 residents. The city is served from 7 fire stations strategically placed
throughout the city. The Bentonville Fire Department is committed to excellence in customer service
providing the citizens of Bentonville with superior fire protection and emergency medical services including:

Fire Prevention

Fire Suppression

Fire Investigation

Paramedic level Emergency Medical Services
Vehicle Extraction

Hazardous Material Response

Technical Rescue

Bentonville Central Fire Station
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A little more than three blocks south of City Hall is the City’s Community Development Building. This
building, which opened in January 2006, replaced an historic structure that was built as a church, served
as a library and was later home to the Police Department. The building houses the Planning Department,
Code Enforcement, Building Inspection, GIS, and Fire Marshalls/Inspection.

Community Development Building

Vii



BENTONVILLE AT A GLANCE

The Bentonville Library was opened in 2006 and it is a state of the art facility with more than 38,000 square
feet of space available for patrons and the community.

Bentonville Public Library
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BENTONVILLE AT A GLANCE

Bentonville Municipal Airport dedicated its new terminal building in June of 2008. This facility is
approximately 2400 square feet and includes a welcome area, public lounge, pilot's lounge, conference
room, restroom facilities, vending and dining areas. The tornado in March, 2006 destroyed the old terminal
building. The new facility was funded with insurance proceeds and a grant from the State of Arkansas
Aeronautics Department.

Bentonville Municipal Airport — Louise M. Thaden Field
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BENTONVILLE AT A GLANCE

Downtown Water Tank
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The Street Department maintains 600 traffic lane miles, over 200 miles of sidewalk and 250 miles of
drainage ditches. Currently there are 35 detention ponds that are also maintained by the Street Department.
The State of Arkansas is responsible for another 31 miles of state highways within the city limits, and
Interstate 1-540 adds about 16 more miles to the total. In 1994, the combined total was close to 100 miles.
Most of the growth is in City streets and roads resulting from new construction and/or annexations. The
annual resurfacing project is done by contract, but the Street Department is responsible for maintenance,
drainage, sidewalks, signs, traffic signals, and other street related work.

Tiger Boulevard

Xi



It was modified in 2009 to add additional space for the

Bentonville Police Facility

BENTONVILLE AT A GLANCE
Immediately south of the Police Department main building, the City also recently completed a

Fire with an integrated Emergency Operations Center for the City. This facility nearly doubles the previous

working space for the Police Department.

new Emergency Communications center that creates a weather hardened dispatch center for Police and

Several blocks further south is the Police Building.

detectives.
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The Parks and Recreation Maintenance Department office is at Memorial Park which is east of downtown
and its main office is located a block south of City Hall in the Downtown Activity Center. Memorial Park has
a picnic area, baseball and softball fields, tennis courts, a swimming pool, a skate park, and a sand
volleyball court. A soccer complex adjacent to the park has been completed and opened for use. A few
miles to the southeast is Phillips Park, with baseball and softball fields for youth and adult participants. In
addition, there are parks facilities at Lake Bentonville, and at Dave Peel Park, which is just off the square.
Several smaller neighborhood parks are spread around town.

During 2010, Lawrence Plaza was opened which serves as an ice rink during the winter months and a
splash park during the summer months. Orchards Parks was also opened in 2010 where concerts are held
during the summer as well as the annual July 4™ Fireworks Display. In the fall of 2011, the Downtown
Activity Center was opened. Numerous classes are offered for a nominal fee, rooms may be rented by the
general public, civic groups and private organizations. Bikes are also available for rent.

Xiii
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Lawrence Plaza Splash Park
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Downtown Activity Center

Orchards Park
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Crystal Bridges Trail
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BENTONVILLE AT A GLANCE

The Wastewater Department’s treatment facility is north of downtown. The City is also a charter member
of NACA (Northwest Arkansas Conservation Authority), an organization that developed regional
wastewater facility that provides additional capacity for several communities, rather than each individual
city continuing to individually deal with expansion and the many facets of challenges that come with the
need for more capacity to treat wastewater in compliance with new and changing regulations.

Wastewater Treatment Plant

In conjunction with the wastewater treatment plant operation, a composting facility was opened in 2001 and
it has had very good results. Citizens are allowed to bring yard waste and other appropriate material without
charge, and the finished product is available for purchase. This has helped with disposal of sludge and the
pressure from the reduced amount of land available for application of sludge.

XVii
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This facility houses Water, Sewer Rehab, Electric, Street, Inventory, and Engineering departments.

Public Works Facility
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BENTONVILLE AT A GLANCE

With the home offices of Wal-Mart and Sam’s Club, Bentonville is home to many employees working in
those offices and warehouses, and to a growing list of vendors who have established local offices to work
closely with Wal-Mart. The table below lists the top 10 employers in the City from available data.

Employer Rank Employees
Wal-Mart Stores, Inc 1 2,500+
Mercy Health System of MNorthwest Askansas 2 1000-2499
Bentonville School District 2 1000-24%9
Northwest Health System 3 500-999
Benton County 3 500-999
City of Bentonville 3 500-999
Northwest Arlansas Commmmnity College 4 300-499
Asvest Banl: Group, Inc 4 300-499
Black Hills Energy 4 300-499
Crafton Tull 4 300-499
Consumer Testing I aboratories 5 200-299
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Asst Electric Utility Manager
City Engineer
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BUDGET MESSAGE

January 1, 2020

To: Members of the City Council
Citizens of Bentonville

| hereby present the adopted budget for the year 2020 for the City of Bentonville, Arkansas. This budget
has been prepared and submitted in accordance with Arkansas statutes. Under Arkansas Code 14-58-201
and 14-58-202, for our form of government the Mayor must submit the annual budget for the coming year
to the City Council on or before December 1 of each year, and the governing body must adopt an annual
budget by February 1 of the budget year. Our practice is to present the budget to the Council by the first
meeting in November, and for the budget to be adopted before mid-December. The 2020 budget was
adopted on November 27, 2019.

BENTONVILLE IS STRONG AND HEALTHY

The year 2020 marks 184 years since the founding of Bentonville. Imagine for a moment the many changes
our city has seen. From a small thriving agricultural community to a vibrant 215t century city that has become
a destination for regional, national and worldwide travelers. With a population estimated to be over 50,000,
Bentonville is known for its welcoming spirit and its “can do” attitude. Home to the world’s largest retailer, a
famous art museum and people groups from throughout the world, Bentonville is garnering awards and
recognition as one of the best places in the United States to live and work.

Bentonville is managed by an extraordinarily professional team. The City’s senior staff led 506 full-time
employees and 116 part-time employees. Our team is dedicated to providing taxpayers with an “exceeds
expectations” return on their investment in city government. The entire team strives to always operate in
a professional, customer-friendly manner and are a point of difference for our City. We continue to invest
in their accreditation and training as our employees must have the skills and knowledge base needed to
be a standout City in the 215t Century.

| can start by confidently saying that the state of our City is very positive. Bentonville enjoyed another great
year for sales tax with our per penny amount eclipsing 15 million for the first time. Bentonville’s 2019 sales
tax receipts increased by 11.93% compared to 2018 collections. This increase is attributed to our
population growth and the strong economic climate in Bentonville and Northwest Arkansas during 2019. It
is a great compliment to our City when local businesses enjoy the benefits of growth, which is represented
through our consistent and strong sales tax collections over the last several years.

As of summer 2019, Walmart has begun construction of a new campus on approximately 300 acres east
of the current home office. This project will dramatically add to the already vibrant NWA economy. The
project, expected to require more than 5 years to complete, will create additional jobs and tax dollars. |
expect the continued growth of this company and its worldwide influence will serve to attract new residents
to Bentonville and Northwest Arkansas.
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City of Bentonville - Sales Tax Growth
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BUDGET AND FINANCE OVERVIEW

The Government Finance Officers Association (GFOA) has over 18,000 members and is the professional
association of state/provincial and local finance officers in the United States and Canada, and has served
the public finance profession since 1906. Government organizations may submit their annual budgets to
the GFOA to be considered for the Distinguished Budget Presentation award. Bentonville has received the
award each of the past twenty years. First-rate budgeting is essential to the City’s success, particularly as
the budget increases each year proportionately with growth.

The City’s 2020 budget is one of the largest in our history with budgeted revenues, before interdepartmental
transfers, of over $161 million dollars and total expenses of more than $159 million dollars. Capital
expenditures are over $16 million dollars.

Even with the increased expenditures required to keep pace with growth, the City has shown fiscal
responsibility by maintaining a healthy reserve in fund balance. Our budgeted 2020 fund balance is over
$50 million. The City’s fund balance policy, adopted during the budget process in 1998, is based on
guidelines from the national Government Finance Officers Association. Our policy states that we maintain
a fund balance equals to at least 10% of our total Operations and Maintenance budget. The City has also
maintained a responsible approach toward debt, borrowing when necessary to complete vital public
projects, but staying well within its legal and financial limits.

SERIES 2007, SERIES 2009, SERIES 2010 AND SERIES 2017 BOND ISSUE

The 2007 Capital Bond proposal was approved by Council and presented to voters in August, 2007. The
voters gave overwhelming support to the proposal with a 78% passing vote. This vote allowed much
needed capital projects to proceed during an economic downturn of historic proportion. The timing could
not have been better. This vote approved $110 Million in Capital Improvement Bonds. Financing for this
proposal was made possible by extending for 25 years the one cent capital sales tax passed in 2003. The
first of three planned issuances took place in November, 2007 and the second issuance took place in
December, 2009 about one year earlier than originally planned. The third series was issued in November,
2010. The fourth series was in April, 2017. The four series total a little more than $108 million and is
currently being targeted towards the following purposes:
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e Street Improvements, including particularly, without limitation, any curb, gutter and drainage
improvements, equipment, land acquisition, street lighting, utility adjustments, sidewalks and traffic
signals; $85 million

e Park and Recreation Improvements, including particularly, without limitation, any necessary land
acquisition, equipment and parking, drainage, lighting and utility improvements; $15.4 million

e Fire Department Improvements, including particularly, without limitation, any necessary land
acquisition and parking improvements; $2.4 million

o Police Department Improvements, including particularly, without limitation, any necessary land
acquisition and parking improvements; $4.5 million

e Airport Improvements, including particularly, without limitation, improvements to the runway and
taxiway and any land acquisition. $750,000

If sales tax collections continue the trend over the next several years, it is the City’s intent to have early pay
offs on the bonds with the stepped up collections.

At the end of 2019, bond money funds of over $85 million had been used for various capital projects. Street
projects account for most of these expenditures but the City has also made major improvements and
additions to its parks system as well as police, fire and the airport.

UTILITIES

The Utility Billing team managed the collection and administration of more than $94.4 million from more
than 25,446 accounts. In 2019, Utility Billing updated the billing cycle boundaries to even out the invoicing
Citywide. The effort to continue to expand the paperless billing initiative resulted in 3.2% fewer bills being
mailed, even though active accounts grew by 6.4%. The Department also increased customer awareness
to and knowledge of Invoice Cloud website tools. This resulted in 47.5% more AutoPay, 53% more
Paperless customers, and increased email addresses on file.

In 2019, the Electric Department installed over 1,400 new electric meters, a 6% increase from 2018. The
Electric Department established a new Utility Board for the City of Bentonville, began coordination with
Walmart for the new campus, which includes large electric relocations and additions, installed a new fiber
run to Substation F, began doing all-electric inspections within their Department, began an in-house safety
program, began streetlight LED conversions, completed approximately 60 large underground projects
including multiple apartment buildings and substations, permitted numerous residential and commercial
solar installations, and assisted Siloam Springs with rebuilds after the tornado. The Bentonville Electric
Utility Department currently operates and maintains 9 substations, 1 switching station, a little over 16 miles
of transmission line, over 900 miles of distribution line, over 3,500 street lights, and at the most recent count
of 25,446 electric accounts. BEUD is also responsible for maintaining a 10’ clear zone from the overhead
electric lines. This involves tree trimming and tree removal for any vegetation that falls within this zone. As
part of this vegetation management, BEUD has a tree replacement program so that if a tree is removed
and the rate payer would like a replacement, a voucher will be provided. All of this together has allowed
BEUD to maintain a 99.9999% reliability rate with a growing electric infrastructure need. The Department
is also working to install underground wire when the safety, reliability, and cost are optimal for ratepayers.

The public works maintenance team creates much of the clean, professional, and appealing appearance
witnessed throughout the City. Many of the kind remarks we receive from visitors regarding the
cleanliness of our City can be attributed to the daily work of this team. The City purchased property
located at S.W. Aviation and S.W. 24" Street for a Public Works Maintenance Facility, hired a design
team and began project design. The Department also started a four-year project to convert all city
facilities from fluorescent and incandescent lighting to LED. This Department maintains over 9000
headstones at our City cemetery, does 35 miles of mowing and edging located in right-of-way throughout
the City, is responsible for over 3500 make-a-difference trees planted in City right of way, and performs
mowing, janitorial, and general maintenance on public facilities throughout the City.
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The Water Master Plan was completed in 2018 and outlines several projects to initiate the planning
process in 2019 and 2020, including route analysis and securing easements for an additional line to
Beaver Water District.

Bentonville’s water utility staff remains steadfast in assuring the citizens, businesses, and guests we
serve that quality plans are developed, proper water and wastewater infrastructure is installed and that
the future of the water utilities has a solid foundation for generations to come.

The average amount of water purchased daily was 11,243,000 gallons, with the highest day reaching
15,520,000 gallons. The total water and sewer systems in the City were increased by 5 miles each,
resulting in 330 miles of water pipe and 311 miles of sewer system pipe. 11,357 utility locates took place
in 2019 with the highest day seeing 137. Over 4,500 work orders pertaining to the water system, sanitary
sewer system, and water meter maintenance system were completed in 2019. 987 water samples were
pulled from our water system. 120,000’ of sewer main was video inspected and over a million feet of
sewer main was hydro-cleaned.

Over 9 miles of offsite easements along our sanitary sewer mains were cleared and made accessible.
The Department managed a Cross-Connection Control program that includes almost 6,000 backflow
devices. A complete inside and outside renovation of the Downtown Water Tank was completed. Over
1,100 meetings were conducted involving 81 active and 57 completed new development projects. A
position was upgraded in both the water and sewer department to Construction Inspectors to assist with
the high demand associated with new developments. The Department also supported Bentonville
running events by operating a watering station for them.

The Wastewater Treatment operations saw aged and obsolete equipment of more than 30 years old
replaced with newer, more efficient, and safer equipment. The old belt press was replaced with a Screw
Press. The clarifier, membranes in digesters #1 and #2, rotors, and grit classifiers were replaced. The old
metal diamond plate catwalks were replaced with material containing grating, providing better traction
during wet and winter weather. The Wastewater Team continued maintenance to ensure compliance and
safe and efficient operations.

Utility Customers
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Utility Revenue
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TRANSPORTATION

The Transportation Department’'s completed capital projects in 2019 included the North Walton
resurfacing, where new asphalt for all travel lanes were placed from Rainbow Curve to the roundabout at
exit 93. The S.E. 8th and 1-49 interchange was completed. This created on/off access for S.E. 8th and
rerouted the on/off ramps for S.E. 14th. In addition, all of the utilities for the remainder of S.E. 8th
improvements have completed their relocations. In 2019 the Single Point Urban Interchange project
constructed by ARDOT and located at exit 93 was kicked off. This project will replace the existing
roundabout and construct next access ramps, while also accommodating for a tunnel crossing for the
Razorback Greenway Tralil.

STREET

The Street Department completed 2.5 miles of street mill and inlay throughout the City. Additionally, the
street department placed 1,041 tons of asphalt to repair street cuts and potholes, cleaned 2 miles of
drainage ditches, placed 469 tons of riprap in drainage ditches, placed 150 cubic yards of concrete to
repair and replace curbs and sidewalks, placed approximately 4,000 gallons of salt brine for pre-treatment
of the streets and 86 tons of salt on streets for ice removal. The Street Department works hard to
maintain and prioritize over 600 traffic lane miles of roads, 200 miles of sidewalks, 77 miles of open
ditches and 123 miles of enclosed storm drains throughout the City. In addition, this Department was
recognized with a “Trendsetter City” Award for 2019 by Arkansas Business for their efforts to put in digital
software that reads traffic counts and trends digitally, resulting in increased efficiency and better data to
drive decisions.

ENGINEERING

The Engineering Department completed 3,223 inspections, accepted 51 large scale development projects
as complete. Notable projects included the completed update of the Bentonville GPS Monument
Network, completed design and bid of the Little Sugar Streambank and Wetland Restoration Project, and
completed the design of numerous sidewalk and drainage improvements to assist the street department.
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FIRE

The Bentonville Fire Department had 16,530 calls for service in 2019, and reported no fire related deaths.
A total of 5,534 ambulance calls were received, up 4.33%. The Department responded to 233 fires, up
3.5%. Station #7 was constructed in the southwest portion of town and completed within budget. Twelve
additional personnel were hired for the opening of this station.

A new rescue truck was received and is being outfitted with equipment for service. Five power cots and
loading systems were purchased completing this equipment being installed in all front-line ambulances.
The Department also added five Toughbook computers to the ambulances for patient care reporting.
Specifications were developed for a new Advanced Life Support (ALS) fire truck with an anticipated April
2020 delivery date.

The Fire Department implemented a new cancer prevention procedural policy and purchased fire-fighting
gear to enhance cancer prevention. The City contracted with an outside grant-writing firm to assist in writing
a SAFER Grant for increasing the staffing at the fire department.

Two fire inspectors were added to the Fire Marshal's office to assist with new construction and preventive
maintenance inspections for existing structures in the City. The Fire Marshal’s Division did 1,147 plan
reviews, 1,562 new construction inspections, 1,827 existing structure inspections, 65 public education
classes, 192 pre-development meetings, 273 code compliance reviews, and 24 fire investigations. 5,319
Bentonville Public School students were taught fire safety procedures during October for Fire Prevention
Month.

POLICE

There is no more vital service provided by local government than Public Safety. The Police Department
and Emergency Dispatch Center processed more than 77,000 calls for service, representing a significant
increase over 2018 totals. On average, and for the 8th year in a row, the Police Department answered
between three and four hundred additional calls each month as compared to the previous year’'s monthly
numbers, and over 14,000 9-1-1 cell phone calls were received at the police department’'s Communications
Center. Despite a steady increase in calls for service, there was NOT a notable increase in more serious
crimes or crimes against persons. Overall, 2019 was consistent with previous years as there were no trends
in criminal activity that should be cause for concern or impact the very safe community in which we live.
One of the few more serious crimes recorded in 2019, a December homicide, resulted in the arrest of the
suspect in less than 5 hours and is currently under investigation.

In 2019, the Bentonville Bomb Squad also finished its sixth year in a row with more than 30 bomb-related
calls for service. Other activities for the Bomb Squad, such as dignitary details, special events, safety
sweeps, and standby services, bring the total for 2019 to about 120 calls for service, up more than 20%
from the previous year. The Bomb Squad received $177,000 in grants in 2019 that will be available in 2020
to be used in the purchase of several vital pieces of equipment, including a new x-ray system.

Fully staffed for 2019, our police department had 82 sworn officers and 34 professional staff members,
comprising a total department with 116 full-time members. Three Police Officers and two Dispatchers were
added in the 2019 budget. Two police officer positions were added midyear. One of these positions formed
a partnership with the Legal Department to create a city investigator. The other position formed a
partnership with the district court to enhance the capabilities of a bailiff position.

Our top accomplishment for 2019 was the completion of the Emergency Communications and Criminal
Investigation Center. This facility does two things for our police department and our community. First and
foremost, it creates a weather hardened dispatch center for Police and Fire with an integrated Emergency
Operations Center that will function Citywide and area-wide. Second, the facility, along with the repurposing
of certain areas in our existing facility, nearly doubles our previous working space and will accommodate
decades of future growth.

The Police Bike Team provided daily security on our city Trail System and in our Downtown area. A portable
remote camera system was also developed that can be quickly deployed at any location or event.
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Police and Fire Dispatchers once again implemented and completed a 9-1-1 education program for
students in local elementary schools. In response to nationwide school security concerns, the Police
Department continued a program to increase safety. For the seventh year in a row, officers performed
numerous random school visits to provide an extra layer of protection in our schools.

LEGAL

In 2019, the City of Bentonville Legal Department handled 3,308 new criminal and traffic cases in
Bentonville District Court, an increase of more than 17 percent from the 2018 caseload. Casework
included arraignment, discovery, negotiation with defendants and defense counsel, plea hearings, case
preparation and trials. The Department also prepared humerous ordinances and resolutions, reviewed
hundreds of criminal cases for probable cause, provided legal and prosecution support for criminal
investigations, prepared contracts for approval, negotiated land transactions and complex regulatory
matters and consulted regularly with all City departments to provide guidance and risk management.

The Legal Department maintained its commitment to continuing education and innovation, attending the
National Association of Drug Court Practitioners Conference on Treatment Courts, together with the DWI
Court Team, including defense counsel, treatment providers, law enforcement and supervision. This
year, the Department partnered with the Police Department to improve customer service and public safety
by creating an investigator position designed to enhance victim and witness communication, conduct
follow up reviews in pending cases, promote security, and assist all City departments with backgrounds,
internal reviews and threat assessments. The Department also worked with District Court to implement
progressive initiatives including online citation resolution and a Community Court program focused on
treatment, education and service to the community.

PARKS AND RECREATION

Bentonville Parks and Recreation’s Community Programs continue to grow in size and popularity with our
citizens and visitors. In 2019, Parks and Recreation hosted 120 recreation programs involving more than
270,000 participants, with more than $4.4 million in revenue. Additionally, more than 490,000 people
worked out, went swimming, or attended a community event at the Bentonville Community Center. Since
opening, more than 2 million people have utilized the facility.

The full buildout of Citizens Park was completed with two major projects. In May, the Citizens Park Tennis
Complex opened to the public. The 8-court complex features lights, restrooms, pavilions, water fountain
and parking. Also included in the courts are eight pickelball courts to accommodate this rapidly growing
sport. The final project at Citizens Park opened in October when we celebrated the Citizens Park
Playground. This new structure is Bentonville’s very first inclusive playground. Since opening less than
90 days ago, this playground has already served thousands of kids and has quickly become a major
attraction in our parks system.

In May, our team officially opened the Applegate Trail. The City’s section of the trail is a 1 mile segment
connecting N.W. 3rd to N.W. 8th. However, it connects to a 2.5 mile privately owned segment meandering
through the Coler Mountain Bike Park to create an impressive 3.5 mile trail. This section is the first
completed segment of the future western trail line that will create an impressive 25 mile looped trail
around our community. A special “Thank you” goes to the Trailblazers and the Walton Family for donating
100% of the costs of the trail and land.

A number of improvements were made to our sports fields in 2019. Phillips Park underwent a complete
overhaul of the baseball infields to improve drainage and improved playing surfaces. New backstops were
installed at Memorial Park. These improvements and others led to an impressive $3M Economic Impact
for our local economy from sports tournaments.

Finally, Parks and Recreation kicked off three master planning phases for projects that will carry this
Department into another generation of park experiences. The Quilt of Parks Master Plan, the Connecting
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Bentonville Bike and Pedestrian Plan, and the 8th Street Gateway Park Master Plan are underway with
expectations to be presented to Council by the middle of 2020. There is no doubt our Parks and
Recreation Department stays very busy maintaining and operating 28 parks, 4 facilities, and over 120
programs and events in our City throughout the year.

LIBRARY

In 2019, Library visits and circulation reached new heights! Bentonville Public Library recorded 725,056
checkouts, a significant increase over 2018. Physical material checkouts increased by 5%, and e-book
downloads grew 24%. Library visits increased to 319,697, demonstrating 6% growth. Program attendance
totaled 65,021, with growth in children and adults’ regular program attendance. Bentonville’s Literature
Festival was reimagined in its fifth year to provide seasonal opportunities for readers of all ages to
celebrate good stories and art. Bentonville Public Library hosted “A Visit with Delia Owens,” a N.Y. Times
bestselling author. The presentation was part of the “If All Arkansas Read the Same Book” statewide tour.

Bentonville Public Library presented its Second Annual Bentonville GeekCon, featuring Free Comic Book
Day. The event realized record-number attendance with 3,615 people visiting the Library, and was
considered an “official event’ by Children’s Book Week. Bentonville Public Library’s Summer Reading
Club participation increased in program attendance and physical checkout and digital downloads.
Bentonville Public Library was a designated site for Bentonville Schools’ and Aramark’s Summer Feeding
Program. More than 7,360 free lunches were served to youth, with 1,160 Snack Packs distributed on
Fridays by the Second Street Pantry Missions. During the summer, BPL volunteers participated in
Walmart Gives NWA. The pilot project allowed Walmart to match volunteer hours with a monetary gift.
The funds purchased iPad stations for teens and tweens, plus other library furnishings, through the
Bentonville Library Foundation. The Library continued volunteer opportunities for junior partners, teens,
adults, program presenters and corporate groups.

The Library debuted twelve new iPads for checkout and added new telescopes to meet high demand.
Additionally, the Library expanded its shelving layout to make room for more materials, reupholstered
several furnishings for patrons in the adult area, and was the recipient of a new donated conference table
from Innovative Business Furniture.

The Library was one of fifty sites selected to host Thinking Money for Kids, a national traveling exhibit
scheduled for display in spring 2021. BPL's Tech Card program continues into its sixth year and began
offering services to Adult Education students at Northwest Arkansas Community College (NWACC). The
Walmart ROC Team again partnered for packet assembly and the group provided Volunteerism Always
Pays (VAP) grant funds to the Bentonville Public Library Foundation to sponsor next year’s tech card
program.

The Library selected 211 Café to lease the café space inside BPL. It opened in October. The Library
began work on its strategic plan to guide library programs, services and operations for the next three
years. Feedback from patrons, staff, and support groups was gathered through online surveys, open
house sessions and facilitated group meetings.

BPL’s children’s librarian, Sue Pekel, was nationally recognized with the 2019 Peggy Sullivan Award.
This award recognizes outstanding services to children and is given by the American Library Association.
BPL librarians and library specialists continue strong leadership at local, state and national levels.
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COMMUNITY DEVELOPMENT

Community Development Highlights:
e Estimated Population: 52,871 —up 6.5% from 2018

e 505 single family building permits issued

e 461 single family houses completed

e Average value of new home--$264,149

e Average new home size—2,650 sq. ft.

e  Multi-family units permitted — 505

e  Multi-family units completed — 1,210

e Total number of all building permits issued — 1,750 — up 1% from 2018

Staff uses certificate of occupancy data to estimate the population. Bentonville’s current population
estimate is 52,871, an increase of 6.5% from 2018. Based on this estimate, nearly 8,800 new residents
have moved into Bentonville over the last five years.

Looking ahead, the Planning Commission approved two large subdivisions in 2019. Preston Park, Phase
1 was final platted with 98 residential lots ready for building permits and Walnut Grove Subdivision was
preliminary platted with 130 residential lots. A total of 534 multi-family residential units were approved in
four large scale development projects. The largest multi-family project planned is City U, located at the
old public works facilities on S.E. 3rd Street, with 375 units.

Commercial development appears to be on the rise. Building Services issued 197 commercial permits in
2019, an increase of nearly 20% over 2018. Similarly, completed commercial increased by 13% with 160
certificates of occupancy issued.

Planning Commission approved 32 commercial projects, up 33% totaling 451,000 square feet. Projects
included medical facilities, self-storage facilities, improvements at the municipal airport, and preparation
for the Walmart Campus. One of the largest projects is a single industrial use warehouse on S.W.
Regional Airport Boulevard with 260,000 square feet. Amendments to the City’s zoning and development
codes have become necessary with Bentonville’s fast-paced development and changing development
types. These amendments eliminate conflicts within the code, use clearer language, and address current
development trends.

In 2019 City Council adopted an ordinance amending the City’s Subdivision Code and renamed it the
Land Development Code. City Council also adopted an ordinance amending the City’s Zoning Code.
To improve efficiency, Planning and Building Services made several changes in 2019. The most
significant change is that building permit applications became available online through the eTrakit
permitting system. This eases the application process and streamlines the review process.
Additionally, Planning and Building Services contracted with Selectron Technologies to set up a texting
application that allows builders and contractors to schedule, reschedule, and cancel inspections and
review inspection results at any time. The application will go live in early 2020.

The Planning division created a new waiver application process and now participates in the residential
building permit review for downtown locations. They also are processing sign permit applications
previously conducted by code enforcement. In addition, the Department now has three certified planners
with a current staff member obtaining their American Institute of Certified Planners certification.

The Comprehensive Planning division of Planning and Building Services has worked on dozens of
projects to improve Bentonville, including trees and landscaping, public art, and neighborhood organizing.
The City gave away 800 trees to 276 households during the Spring and Fall Tree Giveaways. The
giveaways were made possible by the City’s Tree & Landscape Advisory Committee, the Bentonville
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Parks Conservancy, Steuart Walton, and the Walton Family Foundation.

Bentonville was recognized as a Tree City USA for the 21st consecutive year by spending at least $2 per
capita on tree related expenditures, having an active tree board and an Arbor Day Celebration.
Approximately 50 volunteers assisted with the City’s 7th Annual Tree Blitz by mulching and weeding at
three city parks and trimming trees at two locations.

The Tree and Landscape Advisory Committee awarded two Grow with Tree awards to recognize those in
the community that have made a direct impact on increasing and/or preserving Bentonville’s tree canopy.
One award went to Legacy National Bank located at 2904 S Walton Blvd for preserving three old growth
oak trees during construction. The other award went to Red Barn located at 1500 SW A Street for
preserving most of the trees during construction and building in harmony with the natural environment.

The Tree and Landscape Advisory Committee awarded a Residential Landscaping Award to Greg and
Andrea Placzek who reside at 501 NW A Street. The award recognizes residents who have improved and
maintained the exterior landscaping of their homes.

Over the course of the year, 44 volunteers gave 131 hours by trimming 635 trees throughout the City
resulting in over 16 work days of volunteer service.

Six active Adopt-A-Street groups, made up of approximately 50 volunteers, donated 60 hours of their time
to pick up litter along their assigned city street.

The Public Art Advisory Committee (PAAC) approved three pieces of artwork in 2019: an interactive
piece, a mural, and a sculpture.

Rainbow Springs was unveiled at Lawrence Plaza consisting of a series of acrylic tubes with LED light
strips inside. When activated, the LED lights mathematically replicate the physics of gravity inviting
people to play with the sculpture and explore the causal relationship between the lights and sensors.
Rainbow Springs was created by Fayetteville maker Eugene Sargent in collaboration with the Scott
Family Amazeum Creative team as part of the museum’s Maker in Residence Program. Visit Bentonville
provided funding for this piece.

In the Spring, students from the Bentonville Schools Ignite Program designed and installed decade-
themed murals on the basketball courts at Memorial Park. This project was funded by Runway NWA and
the Walton Family Foundation.

After a call for proposals, the committee selected the artwork Open Heart by Mathew Duffy to be installed
in the roundabout located at the intersection of S.W. Bright Road and S.W. Gator Boulevard. The eight-
foot tall sculpture is an open-air heart design fabricated from aluminum diamond plate. The piece is
funded by the Public Art Advisory Committee and will be installed Spring 2020.

Bentonville received the 2019 Arkansas Business Trendsetter Award in the tourism category for efforts to
advance art in Bentonville. The PAAC, the Developer Art Kit, public art installations, partnerships, and
four-year public art vision plan contributed to Bentonville receiving the award.

In Summer 2019, we kicked off a new initiative, the Great Neighborhood Partnership, to link core goals of
transparency and improved communication with residents and the Community Plan’s goal of building
stronger neighborhoods to provide a “great place to plant roots.” In 2020, we are unveiling the Block
Party Trailer that provides tables, chairs and other supplies to help host a block party and get to know
each other.

The City’s Taxi Punch Card Program provides transportation assistance to the elderly and those with
disabilities. The program has 236 total riders. In 2019, a total of 13,164 punches were redeemed,
amounting to $26,328 in transportation assistance. The program welcomed 25 new riders in 2019.

Comprehensive Planning also works to educate and inform residents about important issues and provide
opportunities for public engagement.

For the seventh consecutive year, the City proclaimed October as Community Planning Month.

This is part of a national campaign sponsored by the American Planning Association with the goal to
increase understanding of community planning. The City-sponsored an art poster contest to reflect the
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theme for 2019, Infrastructure that Benefits All. Elle Spencer, an eighth-grader at Fulbright Junior High
School, submitted the winning artwork. A poster with her design is on display on the side of the

Community Development building.
Planning also actively spoke with school groups about the planning profession and the ways in which
planning impacts a community. They conducted planning commissioner training through the Arkansas

Public Administration Consortium. And held a Developer’'s Workshop to gather feedback on the planning
review process.

In April, City Council approved a resolution to partner with the U.S. Census Bureau to support and

encourage a complete count in the 2020 Census. They also approved a resolution to establish a
Complete Count Committee in Bentonville to support the partnership. The committee consists of
representatives from the community, school district, chamber of commerce, and the Salvation Army. They

met three times in 2019 to identify focus areas and to develop a promotion plan. Census results help

determine how billions of dollars in federal funding flow into states and communities each year, so please

make sure you are included in the count.

The City hosted a series of meetings for each of the City’s four wards over the course of the year. Myself,
City Council members, and city staff engaged approximately 325 residents in a conversation about public
safety, property maintenance, community programs, and initiatives. The meetings provide an opportunity
to meet the Mayor, your Council Representatives, and key city staff, learn about current, and future City

initiated projects, ask questions, and learn about community resources.

The City also strives to make Bentonville more pet-friendly. And that commitment was recognized with a

Better Cities for Pets designation through the MARS Petcare Program.

-
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PLANNING FOR THE FUTURE

Our department managers have identified accomplishments for 2019 and goals for 2020 that are presented
in the Department Summaries of this document to help us achieve these city-wide goals. We continue to
make progress, but focus will continue to be on:

A community that promotes aesthetics and quality of life

Attract the type of growth that will improve our revenue stream and provide the City with needed
funding

Capital investments that will allow current commerce to thrive and attract future commerce
Continue our role in the Northwest Arkansas Conservation Authority

A transportation system that enables our citizens and visitors to get where they need to be safely,
effectively, and efficiently

Focus on opportunities to expand and improve our parks

Strengthen the budget process by improving revenue and expense forecasts

Utility infrastructure projects to support and promote growth and quality of life

Downtown parking that continues the revitalization of the City’s Downtown square

Commitment to shaping the future of the City requires many master plans that are frequently reviewed and
kept relevant even in these times of unprecedented growth and change. Many people perhaps are not
aware of those plans and of how comprehensive our overall planning is throughout our departments. There
are numerous important official planning documents in place that are also under almost constant review

with updates done from time to time. The following list identifies some of our major planning documents:

Bentonville Community Plan (2018)

The Bentonville Community Plan is the official comprehensive plan for the City of Bentonville. It is
intended to serve as a roadmap for the community as it evolves, grows and changes over time. The plan
articulates a vision for Bentonville that reflects the community’s aspirations while respecting the unique
character and defining sense of place that distinguishes Bentonville from other places. It addresses land
use, commerce, mobility, open space, public facilities and infrastructure. Five subarea plans are included:
Downtown Bentonville, Downtown Neighborhoods, 8th Street, 14th Street and SW Regional Airport Blvd/I
Street.

Parks Master Plan (2017)

The Parks Master Plan looks toward the future, to build on Bentonville Parks & Recreation’s success, in
an effort to define ways to achieve a world class park system. The plan outlines a balanced strategy for
park improvement and new parks in a cohesive and seamlessly connected park system.

Bicycle & Pedestrian Master Plan (2015)

The Bicycle and Pedestrian Master Plan expresses Bentonville's intention to provide greater access to
alternative transportation modes by establishing guiding principles, facility types, proposed trail network,
and design standards.

Bentonville Blueprint (2014)
The Bentonville Blueprint is Bentonville’'s strategic economic development plan that identifies eight main
target sector opportunities and seven strategic priorities.

12
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SE Downtown Area Plan (2014)

Building on the Downtown Master Plan, the Southeast Downtown Area Plan zooms in on 300 acres in the
southeast quadrant of the downtown study area to provide more specific and detailed implementation
strategies. The plan identifies strategies for the Arts District and Market District.

N. Walton Blvd. Corridor Enhancement Plan (2013)

The North Walton Boulevard Corridor Enhancement Plan establishes a direction for improving access
management along the roadway, encouraging complementary land uses, installing pleasing aesthetics,
and implementing economic development strategies to create a sustainable commercial corridor that is
economically vibrant.

Master Street Plan (2008)

The Master Street Plan provides for the orderly growth and development of the city through the
development of a roadway system that provides internal circulation within the city while connecting to
other population centers in Northwest Arkansas. It constitutes the official policy with regard to the future
location and function of all roadway systems.

Downtown Master Plan (2004)

The Downtown Master Plan establishes a common vision for downtown Bentonville and identifies
strategies for implementation for development and redevelopment, circulation, economic development,
promotions, architecture and streetscape, image and identity.

At the start of a new decade, | am very proud to report the State of Bentonville is strong. We, as a
Community, are thriving! We have a beautiful City with fabulous people! | can't wait to see what the future
holds, and if the past year is any indication, we are in for some exciting times!

As | begin my 2nd year as your Mayor, | want you to know | consider it an honor and a privilege to serve
the City of Bentonville. And, | continue to be extremely excited about the future of Bentonville. There is
much to do as incredible opportunities lie ahead for our City. Bentonville is fiscally sound and filled with
passionate people who want to work together to provide a vibrant, safe and clean city. City staff is
focused on a collaborative team effort bringing people together and working together as we progress to
find the best direction and solutions for Bentonville. As we grow, listening carefully, speaking clearly and
respecting all will continue to guide our decisions. We are focused on providing a high quality of life and
reinforcing Bentonville’s identity as a welcoming community striving for excellence in safety, business,
residence, recreation, and education.

In closing let me say, | truly love this City and | hope you do too. We value our residents and are
committed to creating ways for resident to celebrate, to assist and create unique learning opportunities
like our Citizen Police Academy and serving on City boards and commissions. | ask that you join with me,
city staff, City Council, and area community and business groups get involved and make a difference in
Bentonville. You can join volunteer groups or choose to serve on City appointed boards. You can start a
Strong Neighborhood Program, get involved with our coming Animal Shelter, or volunteer at our Public
Library. Contact my office and let me know of someone you think exemplifies the Spirt of Bentonville
Award. | encourage you to be engaged and help others to serve. Find a place you can make a
difference. | firmly believe the good people of this community will guide what | am certain will be a very
bright future for the City of Bentonville. Let's all commit to celebrate the successes, work through the
challenges, and reach goals together as we strive to make Bentonville the Best Place in America to live,
work, and play!

Thank you all ~ may God continue to bless our City, Northwest Arkansas and the United States of
America!

Mayor Stephanie Orman
City of Bentonville
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FUND STRUCTURE

The City of Bentonville fund structure is outlined below for Governmental, and Proprietary fund types.

GOVERNMENTAL: Governmental Funds are used to account for the City’s expendable financial resources
and related liabilities (except those accounted for in proprietary and similar trust funds).

General: The General Fund is the general operating fund for the city. It is used to account for all
financial resources that are not accounted for in other funds. All general tax revenue and other
receipts that are not allocated by law or contractual agreement to some other fund are accounted
for in this fund.
Special Revenue: Special Revenue funds are used to account for revenue sources that are
legally restricted to expenditure for specific purposes (other than special assessments,
expendable trusts, or major capital projects). The City of Bentonville has three funds in this
group: Street, Impact and Capacity Fees and Debt Service.

Transportation and Street Fund: This fund is used to account for revenue received

from the state as turnback funds that are required to be used within the Street
Department, the City’s share of funds provided from the county road tax, any other
funds such as grants or donations specifically for the Street Department, and any
funds that are transferred from the General Fund.

2. Impact and Capacity Fund: This fund is used to account for revenues collected due
to new growth of homes and businesses in the City. Fire Impact Fees are restricted
to capital expenditures that are necessary to keep up with the growing demands for
additional stations, machinery, equipment, and vehicles. Water and Sewer Capacity
Fees are restricted to capital expenditures necessary to increase the capacity of our
current water and sewer systems.

3. Debt Service Fund: This fund is used to account for the revenues from the capital
penny and the principal and interest payments of the City’s bond issue. This also
includes fees payable to the banks involved as agents for the bondholders.

PROPRIETARY: Proprietary funds are used to account for activities that are similar to those often found in
the private sector. The measurement focus is upon determination of net income and capital maintenance.

Enterprise: Enterprise funds are used to account for operations that are financed and operated
in a manner similar to private business enterprise, where the intent of the governing body is that
the costs of providing goods or services to the general public on a continuing basis be financed or
recovered primarily through user charges, or where the governing body has decided that periodic
determination of revenues earned, expense incurred, and/or net income is appropriate for capital
maintenance, public policy, management control, accountability or other purposes. The City of
Bentonville has one such fund, which is the Utility Fund.

Utility Fund: This fund accounts for the City’s electric, water, sewer, and wastewater systems
whose operations are financed through user charges.
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Funds and Department Listing

General Fund Utility Fund Special Revenue Funds
Department Listing: Department Listing: Fund Listing:

Administration Electric Transportation and Street Fund
Accounting Water Debt Service Fund
District Court Sewer Impact and Capacity Fee Fund
Planning Wastewater Department Listing for Impact
Engineering Sanitation and Capacity Fee Fund:
Airport Inventory Fire Impact Fees
Police Utility Billing and Collection Parks Impact Fees
Fire Police Impact Fees
Building Inspection Library Impact Fees

Public Works Maintenance
Parks and Recreation
Public Library

15
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BUDGET SUMMARY

MAJOR REVENUES AND EXPENSES

MAJOR REVENUES

A few revenues comprise a major part of the City’s total revenue, excluding transfers. The table below
shows each one that has been over $500,000, the percentage that each is of the total, and the cumulative
total and percentage. The last row in the table is a total of all other revenues, each of which is less than
$500,000. As shown, that entire group makes up a small percentage of the total figure.

The next table shows the same revenue sources, but in addition to the 2020 Budget amounts, it shows, in
the same order, the corresponding figures for 2018 Actual and 2019 Budget. Following that table are
comments on selected 2020 major revenues, especially those that are large and those that might not be
self-explanatory.

2018 ACTUAL 2019 BUDGET 2020 BUDGET CHANGE PERCENT|
Electric Sales 5 68.657.646 3 64,610,394 B 63,831,004 5 (779.390) -1.2%
Sales Tax 24 585,094 22 450,000 25 649 945 3,199,945 14 3%
Capital Sales Tax 11,060,692 10,000,000 11,060,693 1,060,693 10.6%
Water Sales 11,621,963 10,438,436 10,233,457 (204.979) -2.0%
Wastewater Sales 4,988,006 4,543 645 4,986,759 443144 9.8%
Sanitation 4,591,853 4,438,700 4,543,645 104,345 2.4%
Property Tax 7,703,299 7,300.427 7,918,504 618.077 8.5%
Franchise Fees 5,653,243 5,220 141 5,324 952 104811 2.0%
General Turnback 559,042 565,000 559,042 (5,958) -1.1%
Street State Tumback 1,580,660 1,561,970 1,580,660 18,690 1.2%
Ambulance Charges 1,524 103 1,688,000 1,524 103 (163.897) 9. 7%
Bldg Permits & License 1,688,610 1,188,500 1,188,500 - 0.0%
Parks Programs 3,824,999 3,976,101 4,163,328 187,227 4.7%
Fire Impact Fees 315,556 300,000 300,000 - 0.0%
Parks Impact Fees 1,416,165 900,000 900,000 - 0.0%
Police Impact Fees 522,053 500,000 500,000 - nfa
Library Impact Fees 112,980 85,000 85,000 - n'a
Debt Issuance -
Water Capacity 13,660 - - - nfa
Sewer Capacity 10,856 - - - n/a
Subtotal 150,430,480 139,766,314 144 349 622 4,583,308 33%
All Other Revenue 23,156,392 14,066,794 14,924 520 857,726 6.1%
Total Revenue 5 173,586,872 153,833,108 3 158274142 3 5441034 3.5%
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2020 Budget % of Total Cumulative Amouniumulative % of Total

Electric Sales 5 63,831,004 40.08% ! 63,831,004 40.08%
Sales Tax 25,649,945 16.10% 89,450,949 56.18%
Capital Sales Tax 11,060,693 6.94% 100,541,642 63.12%
Water Sales 10,233,457 6.43% 110,775,099 69.55%
Wastewater Sales 4,986,789 3.13% 115,761,868 72 68%
Sanitation 4,543 645 2.85% 120,305,533 75.53%
Property Tax 7,918,504 4.97% 128,224 037 80.51%
Franchise Fees 5,324 952 3.34% 133,548,989 83.85%
General Turnback 559,042 0.35% 134,108,031 84.20%
Street State Turnback 1,580,660 0.99% 135,688,691 85.19%
Ambulance Charges 1,624,103 0.96% 137,212,794 86.15%
Bldg Permits & License 1,188,500 0.75% 138,401,294 86.90%
Parks Programs 4,163,328 2.61% 142,564 622 89.51%
Fire Impact Fees 300,000 0.19% 142,864,622 89.70%
Parks Impact Fees 900,000 0.57% 143,764,622 90.26%
Police Impact Fees 500,000 0.31% 144,264 622 90.58%
Library Impact Fees 85.000 0.05% 144 349 622 90.63%
Debt Issuance - 0.00% 144,349 622 90.63%
Water Capacity - 0.00% 144,349 622 90.63%
Sewer Capacity - 0.00% 144,349 622 90.63%
Subtotal 144,349.622 7 90.63%

All Other Revenue 14,924 520 9.37% 14,924 520 9.37%
Total Revenue 5 159.274.142 100% 3 158,274,142 100%

Electric — Sales Revenue - $63,831,004: Bentonville is one of fifteen municipalities in Arkansas that has
its own electric department. The City does not generate power; it is purchased and distributed through the
City’s electric system. Meter readers read both water and electric meters, and utility bills cover both as well
as wastewater and trash service. The electric revenue projection process utilizes data from the power
company that sells the power and historical data based on growth projections. A rate study was conducted
in 2015 and the rates were increased approximately 10% and this will be spread out over a 3 year period.
The increase in electric sales budget number reflects a modest rate of growth. The franchise fee to the
General Fund in 2020 is at 5% which is a steady revenue stream for general operations.

Electric Revenue and Costs
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Sales Taxes - $25,649,945: There are three different sales taxes are included in the amount shown. One
is a local one-cent sales tax that was originally approved for ten years by citizens in a special election in
August 2003, with an effective date of October 1, 2003. In August of 2007, a special election was held to
extend the tax for 25 years to finance a bond issue in the amount of $110 million. Beginning in 2008, 80%
of this penny goes to a trustee for debt service and the remaining 20% comes to the City and is used for
other capital that was not included in the bond issue. The proceeds from this tax are budgeted at
$12,500,000 in total but only $2,500,000 is included in this number. The second sales tax is another local
one-cent tax approved in 1983 and accounts for another $12,500,000. It may be used for any purpose
approved by the City Council. The third tax is a countywide sales tax, also for one-cent, that was passed
in 1990. Each city in the county receives a pro-rata share based on population. The budgeted amount
from that tax is $7,450,000. Growth in the existing City sales tax has varied from nearly 10% to about 3%
annually, and the growth in the county tax has averaged closer to 10%.

The 1% City sales tax was enacted in 1983. It is collected by vendors and remitted monthly, along with
State sales tax to the State. The State makes distribution to the City’s General fund. The timing of the tax
is two months behind. December sales are remitted to the State in January and would be received by the
City in February. In August of 2003, the voters approved an additional 1% tax that was to fund capital
projects with a minimum of 70% designated for streets. In August of 2007, an election was held which
extended the additional 1% tax for 25 years. This capital penny will be used to fund bonds up to $110
million. Series 1 was issued in November of 2007 in the amount of $36.3 million. Series 2 was issued in
November of 2009 and Series 3 was issued in November of 2010. This issue will be used for street, police,
fire, airport, and parks. Series 4 was issued in July of 2017 and will be used for streets and police. The
County tax which was passed by the Benton County voters in 1990 is the City’s share of a 1% county tax.
The City’s portion is approximately 12.5% of this penny and is determined on a per capita basis.

Capital Sales Tax - $11,060,693: This number is 80% of the capital penny and will be retained by the
City’s Bond Trustee to fund the Debt Service on the 2007, 2009, 2010 and 2017 Series Bonds. Any excess
collections will be used to pay off the bonds early when possible.

Sales Tax Revenue
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Water — Sales Revenue - $10,233,457: Water Sales Revenue includes residential, commercial, irrigation,
a large wholesale customer (Bella Vista), and two small wholesale customers. With the growth of Bella
Vista and Bentonville, the wholesale contract was modified in December 2005. One major change was to
remove the requirement that Bentonville be the sole source of water for Bella Vista. The other was to
provide for a guaranteed minimum annual quantity to be purchased by Bella Vista. Both of these
modifications will benefit both parties. Water Sales Revenue shows only a 2.3% increase from 2018 based
on trends over the previous year.

Beaver Water District (BWD) was created in 1957 and the dam that created Beaver Lake and the first
treatment plant were completed in the mid-1960s. Bentonville was one of the four charter members of the
BWD. The District contracted with the United State for water storage in Beaver Reservoir, a Corps of
Engineers lake. BWD has a treatment place that provides water for the four member cities of Bentonville,
Fayetteville, Rogers, and Springdale. Those cities may sell water to other communities on a wholesale
basis. The City’s wholesale customers are Bella Vista, Cave Springs, and Oak Hills (a subdivision outside
the city limits.)

The new 48 inch water line was completed in 2007 and that line is expected to provide resources for the
next fifteen years. An additional 2 million gallon storage tank was also completed in 2007.

A rate study was done in 2015 to insure that the City’s current rates are adequate to meet revenue
requirements of the Water Department. The last study was performed in 2008 and we saw a 4% increase
across the board. The 2015 study kept rates the same.

Water Revenue and Costs
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Wastewater — Sales Revenue - $4,986,789: Wastewater sales revenue was formerly based on water
revenue and includes residential and commercial charges to customers. Due to the rate study in 2009, the
sewer rates were adjusted which made it difficult to project based on water results. Rates were adjusted
rather significantly since 2009 with the result being about a 50% increase with the opening of NACA. Rates
were reviewed again in 2012 to insure the City is meeting their revenue requirement. There was also a
rate increase in 2013. A rate study was completed in 2015 and no adjustment was necessary on the current
rates.
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A compost facility was opened in 2000 to create a beneficial use for bio-solids generated by the Wastewater

Treatment Plant (WWTP). Several recent projects have been aimed at enhancing the capability of the
WWTP and expending the collection system. This growth is funded by a low interest loan from the State
of Arkansas through a Revolving Loan Fund (RLF) that helps fund similar municipal projects. A rate
increase was required to support payment of the loan principal and interest.

Bentonville is one of the founding members of a regional group called NACA (Northwest Arkansas
Conservation Authority). NACA has constructed a regional wastewater facility that serves several cities.
Members pay for treatment of their wastewater and will be responsible for the collection lines to deliver the
wastewater to the treatment plant. The City purchased suitable land in 2004 which was sold to NACA in
2006. The plant was operational at the end of 2010.

Wastewater Revenue and NACA Costs
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Trash — Sanitation — $4,543,645: Sanitation reflects charges to residential, commercial, and industrial
customers. The fees are based on a contract for service with a large waste disposal firm. During the
bidding process in 2012, rates went down and the rate the City paid decreased. In early 2007, the City
implemented a cart system as well as a recycling cart where items can be co-mingled and are picked up
curbside the same day as trash. While this program is not a significant source of net revenue for the City,
it has long term effects on improving the environment and has been well received by the citizens.

The utility services continue to show growth due to the continued population growth of the City of
Bentonville. The graph below reflects a combined count at the end of year based on meters in service,
both residential and commercial. Most customers receive all of our services but there are some exceptions.

Irrigation meters have grown in popularity due to the sewer being based on “regular” water usage and are
now shown separately.
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Utility Customers
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Property Taxes $7,918,504: Taxes are collected by Benton County and the City budget amount is based
on information provided by Benton County for assessed values. The increase reflects the growth in the
City — both in the number of properties and the value of properties.

The property tax on real and personal property goes into the General Fund. The tax which is five mils on
20% of the assessed valuation of the property is the maximum allowed by State law for general city
operations.  The Benton County assessor appraises the property and these are reviewed periodically.
State law limits revenue from property taxes to a maximum of 10% above the prior year. The limit does not
apply to new property.

The Street fund receives a portion of a 1.3 mil road tax levied by the County. The County has the authority
to levy up to 3.0 mils. Prior to 2000, Bentonville received 90% but this percentage was cut by the County
in 2000 to 50%. This issue goes back to some legislative changes and the final resolution was in the
City’s favor in 2008. Up until January 1, 2007, the 40% difference has been placed into an escrow account
and was a significant one-time revenue source for the City. Collections are up with the return to the 90%
distribution. This change in allocation produced a significant change in Street revenue.

Property Tax Revenue
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Franchise Fees (Admin) - $5,324,952: The franchise fees include payments from telephone, cable TV,
and natural gas franchises. The City owned utilities also pay the franchise fees and each utility (Electric,
Water, and Wastewater) has their rate set at 5%.

Franchise Fees
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State Turnback - $1,580,660: This revenue is a turn back from the state. Each year the Arkansas
Municipal League advises municipalities the per capita rate to budget for the coming year. For 2020 in the
street fund the amount is $47.50 per capita, which is the same as last year.

The General fund amount is at $16.00 per capita which is up from a year ago. As with other revenues, the
General Fund portion is unrestricted but the Street Fund portion must be used for street maintenance, repair
and operating costs of the street department, including the purchase of equipment or paying for capital
projects.

State Turnback
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Impact and Capacity Fees

Wastewater — Sewer/Wastewater Capacity Fee - $0: This fee was established in 2002 with fee collection
beginning in July 2002. Along with the other capacity/impact fees, it was reviewed by a consultant late in
2005 and continuing into 2006. In 2016, this fee was discontinued.

Water — Capacity Fee - $0: This fee was passed at the same time as the Sewer/Wastewater Capacity
Fee and Fire Impact Fee. In 2016, this fee was also discontinued.

Fire — Fire Impact Fee - $300,000: This fee was passed at the same time as Sewer/Wastewater Capacity
Fee and the Water Capacity Fee, and has the same restrictions. The Fire Impact Fee for a single-family
residence is $762.

Parks — Parks Impact Fee - $900,000: This fee was passed at the same time as Sewer/Wastewater
Capacity Fee and the Water Capacity Fee, and has the same restrictions. The Fire Impact Fee for a single-
family residence is $791.

Police — Police Impact Fee - $500,000: This fee was reinstated in 2016. Currently, police is adding
additional space due to growth and these will help fund the addition.

Library — Library Impact Fee - $85,000: These fees were also reinstated in 2016 and will be used for
capital and collections.

Impact and Capacity Fees
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MAJOR REVENUES BUDGETED

Ambulance Fees,

Building Inspections,

State Turnback,
2,139,702

Fire & Parks Impact, 1,200,000

All Other Revenue,
14,924,520

Franchise Fees,
5,324,952

1,524,103

Electric Sales,
63,831,004

Parks Programs,
4,163,328

1,188,500

Property Tax,
7,918,504
Water, Wastewater,
and Trash,

19,763,891
Sales Tax & Capital

Sales Tax,
36,710,638

BElectric Sales B Sales Tax & Capital Sales Tax BWater, Wastewater, and Trash
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The following pie chart shows the major O & M budgeted expenses for the City. The table following the pie
chart shows corresponding actual amounts for 2017 and 2018 in addition to the 2020 figures.

Technology
1.69%

Professional Services
3.92%

Supplies and Services
Materials 3.23% 1.22%

Property Services

3.44% .
Franchise

Fees 3.00%

Purchase of Water

3.31%

Sanitation Contract
Purchase of Sewer

(NACA) 3.62%

3.10%

Debt Service 8.54% _—

2020 OPERATIONS AND MAINTENANCE BUDGET

% of Total
Description 2017 Actual 2018 Actual 2019 Budget 2020 Budget oO&M
Purchase of Power S 48,046,902 S 47,052,813 §$ 49,233,391  $ 46,426,730 32.12%
Salaries and Wages 27,124,496 28,364,371 30,722,555 33,055,041 22.87%
Debt Service 13,005,180 14,176,635 12,771,904 12,340,282 8.54%
Benefits 10,779,684 11,500,657 12,830,893 14,358,060 9.93%
Purchase of Sewer (NACA) 5,043,143 5,274,161 5,100,000 5,238,167 3.62%
Sanitation Contract 4,179,829 4,542,597 4,134,545 4,488,110 3.10%
Purchase of Water 5,045,680 5,803,494 4,713,932 4,788,198 3.31%
Franchise Fees 4,423,730 4,633,095 4,369,388 4,336,920 3.00%
Property Services 4,253,961 4,669,488 4,844,046 4,970,981 3.44%
Professional Services 4,578,094 3,859,007 4,405,557 5,671,777 3.92%
Technology n/a 1,382,294 2,012,012 2,440,531 1.69%
Supplies and Materials 4,490,060 4,216,949 4,562,117 4,667,330 3.23%
Other Services 8,211,975 8,458,480 1,655,556 1,770,477 1.22%
O & M Total 139,182,734 143,934,041 141,355,896 144,552,604
Captial 28,424,585 28,488,788 18,727,383 15,992,872
Total without Transfers S 167,607,319 S 172,422,829 S 160,083,279 S 160,545,476

Purchase of Power: Utilities are an area of major expense, especially for electricity. The City is fortunate
in having an electric department that benefits the citizens in the form of reasonable, reliable electricity as
well as provides a steady cash flow to the City. Power is purchased then sold to the customers. The
budgeted amount for power purchases for 2020 is approximately $46 million. The increase reflects
continued growth of both residential and commercial accounts along with rising fuel costs.

Salary & Wages: As with most municipalities, or most service organizations, a major expense category is
the cost of staff. For 2020, Salary and Wages are $33 million dollars, making up 22.87% of O & M. A
COLA of 1.6% and 1.4% merit raise were budgeted for 2020.
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Debt Service: In the Utility Fund, the City currently has principal and interest payments on three bond
issues and on four revolving loan funds from the state. All of them are related to electric, water and sewer
projects. The Debt Service Fund was added in 2007 for the 2007 Series. Eighty percent of the capital
penny goes to the bond trustee for the principal and interest on these bonds.

More details are provided under the Debt section.

Benefits: Benefits are up due to increases in the pension plans and changes in insurance coverage by
employees. Health insurance costs had an increase in 2020 of approximately 15%.

Sanitation Contract: Sanitation services are contracted to an outside vendor by a contract that expired in
2012 and was rebid. That cost, which is covered by related revenue, is budgeted at over $4 million. Itis
budgeted based on the number of residential, small commercial and large commercial customers, plus a
projected growth factor, and the respective rates. Residential and small commercial customers receive
once a week pick up since the City switched to the cart system. Recycling carts are also provided and the
usage has been significant.

The large commercial customers have dumpsters and are billed on volume based on their choice of
dumpster capacity and frequency of service. The City bills the customers on the monthly utility bill along
with charges for electric, water, and sewer.

Purchase of Water: Our water department purchases water from Beaver Water District (BWD). Beaver
Water District was formed in the 1960s by the cities of Fayetteville, Springdale, Rogers, and Bentonville.
The district has intake facilities on Beaver Lake, which is a Corps of Engineers lake. The district treats the
water and pumps it to the four cities, which may then use it and, if they choose, sell it to wholesale
customers. The cost for purchased water, budgeted by our water utilities manager based on history and
our rapid growth, is a little more than $4.7 million for 2020.

Franchise Fees: Since the City operates its own electric department, a franchise fee is paid from the
electric department to the general fund similar to a franchise fee that the general fund would receive from
an electric utility. In the past, it has been a flat amount that had not changed for several years, but it is now
computed as a percentage of revenue similar to other franchise fee amounts. Other typical franchise fees
for natural gas, cable TV, and telephone services are also included.

Public Works Maintenance Projects: This is the total cost within public works for maintenance of such
items as the electric system, water lines, streets, traffic signals, and street signs.

Legal & Professional: These are fees for legal costs when outside attorneys are required for various
cases, auditors, architects, engineering studies, rates studies, and other similar costs. This category is
budgeted for an increase 29% from 2019 due to studies, consultants, contractors identified as needed in
various departments throughout the City for 2020.

Supplies & Materials: This category includes minor equipment, computers, operating and office supplies,
postage, safety expense and miscellaneous items. This category is budgeted for an increase of 2.31% from
20109.

Other_Services: This category includes insurance, training and dues/subscriptions. This category is
budgeted for an increase of 6.94% from 2019 due to increased insurance costs and training costs.
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BUDGETED EXPENDITURES BY DEPARTMENT

General Fund - Expenses by Department

Library Accounting/Purchasing

Administration
District Court
Parks and Recreation

Planning

Engineering
Airport

Public Works Maintenance

Building Inspection

Police

Fire

General Fund - Expenditures by Department

Administration $ 3,421,283 6.90%
Accounting/Purchasing 1,052,113 2.12%
District Court 1,012,685 2.04%
Planning 1,460,081 2.95%
Engineering 1,136,761 2.29%
Airport 171,350 0.35%
Police 13,534,425 27.31%
Fire 13,359,268 26.95%
Building Inspection 1,063,580 2.15%
Public Works Maintenance 2,908,832 5.87%
Parks and Recreation 8,523,248 17.20%
Library 1,922,950 3.88%

$ 49,566,576 100.00%
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Utility Fund - Expenses by Department

Water

Wastewater

. Sewer Rehab
Electric

Sanitation
Inventory

Utility Billing and
Meter Reading

M Electric m Water
B Wastewater B Sewer Rehab
B Sanitation H Inventory

m Utility Billing and Meter Reading

Utility Fund - Expenditures by Department

Electric $ 63,228,257 67.39%
Water 10,173,468 10.84%
Wastewater 9,767,957 10.41%
Sewer Rehab 3,106,154 3.31%
Sanitation 4 523,411 4.82%
Inventory 357,950 0.38%
Utility Billing and Meter Reading 2,661,389 2.84%

$ 93,818,586.00 100.00%
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DEBT

The City has four outstanding revenue bonds in the Utility Fund and a sales and use tax bond issue.

The Revenue bonds are comprised of various issues for the purpose of acquiring, constructing, equipping,
renovating, expanding, and refurbishing additions and improvements to the City’'s electric, water and sewer
system (the “System”). Revenue bonds outstanding at December 31, 2019, were as follows:

Final
Maturity Principal at
Interest Rates Date December 31, 2019
Revenue bonds, Series 2006A 2.25 2028 3,903,446
Revenue bonds, Series 2006B 2.4-4.25% 2025 1,080,000

Revenue bonds, Series 2000 2.75% 2023 1,221,474
Revenue bonds, Series 1998 2.75% 2021 198,090
6,403,010

Combined Electric, Water and Sewer Revenue Bonds, Series 2006A — On January 10, 2006, the City
issued $ 9,708,500 in Combined Electric, Water and Sewer Revenue bonds for the purpose of design and
construction of the Beaver Transmission water line. The bonds are not a general obligation of the City, but
are secured by a pledge of, and are payable from, revenues of the System. The City has entered into an
agreement with the ADFA whereby ADFA agreed to purchase up to the par amount of the bonds. The
bonds will be issued in increments that correspond to the construction activity. This issue is subordinate to
the S Series 2005, Series 1999, Series 1999, and Series 1992 bonds. The bonds bear interest at 2.25%
and the City is required to pay the bond service (ADFA) a servicing fee of 1% per annum on the outstanding
principal of the bonds.

Combined Electric, Water and Sewer Revenue Bonds, Series 2006B — On April 1, 2006, the City issued
$2,600,000 in Combined Electric, Water and Sewer Revenue bonds for the purpose of planning, design,
and construction of a water tank. The bonds are not a general obligation of the City, but are secured by a
pledge of, and are payable from, revenues of the System. The bonds will be issued in increments that
correspond to the construction activity. The bonds are subordinate to the Series 2005, Series 1999, Series
1999, and Series 1992 bonds. The bonds bear interest at 2.4-4.25%.

Combined Electric, Water and Sewer Revenue Bonds, Series 2000 — On June 13, 2000, the City issued
$5,500,000 in Combined Electric, Water, and Sewer Revenue bonds for the purpose of planning, design,
construction, and/or rehabilitation of the wastewater treatment facilities. The bonds are not a general
obligation of the City, but are secured by a pledge of, and are payable from, revenues of the System. The
City has entered into an agreement with the Arkansas Development Finance Authority (“ADFA”") whereby
ADFA agreed to purchase up to the par amount of the bonds. The bonds will be issued in increments that
correspond to the construction activity. The bonds are subordinate to the Series 1999, Series 1998 and
Series 1992 bonds. The bonds bear interest at 2.75% and the City is required to pay the bond service
(ADFA) a servicing fee of 1% per annum on the outstanding principal of the bonds.

Combined Electric, Water and Sewer Revenue Bonds, Series 1998 — On October 27, 1998, the City
issued $2,150,000 in Combined Electric, Water, and Sewer Revenue bonds for the purpose of planning,
design, and construction of wastewater treatment facilities. The bonds are not a general obligation of the
City, but are secured by a pledge of, and are payable from, revenues of the System. The City has entered
into an agreement with the Arkansas Department Finance Authority (“ADFA”") whereby ADFA agreed to
purchase up to the par amount of the bonds. The bonds will be issued in increments that correspond to the
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construction activity. The bonds are subordinate to the Series 1999 and Series 1992 bonds. The bonds
bear interest at 2.75% and the City is required to pay the bond service (ADFA) a servicing fee of 1% per
annum on the outstanding principal of the bonds.

Annual debt service requirements to maturity for revenue bonds as of December 31, 2020 are as follows:

ANNUAL DEBT SERVICE REQUIREMENTS FOR 2020 BUDGET

TOTAL PRINCIPAL INTEREST SERVICE FEES

2020 1,277,548 1,036,555 188,492 52,501
2021 1,179,164 978,641 156,916 43,607
2022 1,131,208 962,371 132,349 36,488
2023 870,609 745,861 97,133 27,615
2024 730,562 634,285 73,915 22,362
THEREAFTER 2,275,027 2,047,032 184,309 43,686

7,464,118 4 6,403,010 833,114 226,259

Debt Principal and Interest
Per Bond Issue

2,500,000
2,000,000

1,500,000

1,000,000

2020 2021 2022 2023 2024 Thereafter

M Series 2006A M Series 2006B M Series 2000 M Series 1998
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Sales and Use Tax Bond, Series 1, 2, 3 and 4 — On November 15, 2007, the City issued $36,335,000
and for the purpose of street construction, park and recreation capital, police and fire capital, and the
municipal airport. Series 2 was issued on December 1, 2009 in the amount of $30,295,996. The City had
not planned to issue Series 2 until October of 2010 but due to the progress made in Streets, Parks and
Airport, along with the financial market, it was decided the timing needed to be expedited. Series 3 was
issued on November 23, 2010 and was $21,505,000 and was for Streets. Series 4 was issues on April 25,
2017 and the proceeds were $ 20,979,950 for Street and $ 3,214,854 for Police. The bonds are secured
by a pledge of, and are payable from, the capital tax. The debt services requirements are as follows:

Annual Debt Service Requirements for 2020 Budget
Total Principal Interest
2020 9,187,405.50 6,605,000.00 2,582,405.50
2021 8,375,450.50 6,095,000.00 2,280,450.50
2022 7,312,715.50 5,350,000.00 1,962,715.50
2023 7,213,610.50 5,560,000.00 1,653,610.50
2024 7,130,648.00 5,765,000.00 1,365,648.00
Thereafter  11,641,510.52 9,360,000.00 2,281,510.52

Sales and Use Tax Bond Debt Service Requirements

14,000,000.00
12,000,000.00
10,000,000.00
8,000,000.00
6,000,000.00

4,000,000.00
2,000,000.00 . .
0.00

2020 2021 2022 2023 2024

Thereafter

M Series 2007 M Series 2009 Series 2010 W Series 2017

All bond obligations of the Utility Fund are payable solely from and collateralized by a pledge of the net
revenues derived from the operation of the utilities. The City is required to maintain separate bond fund
accounts, meet certain debt service requirements, and adhere to various operating requirements as
stipulated in the bond agreements.

The State of Arkansas has a statutory limit on the principal amount of debt. The limit for a municipality is
25% of the total assessed value for tax purposes of real and personal property as determined by the last
tax assessment. For Bentonville the assessed value of $1,234,405,510 produces a limit of $308,601,377.
The City currently has no long-term debt that counts against that limit because the loans are not general
obligations of the City but are secured by revenues.
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The following pages show tables, for three years, for all funds combined and for each fund that makes up

the total.

The major factor in the large amounts in Services & Charges is that the Utility Fund includes purchases of

SUMMARIES BY FUND

water and electricity for sale by City operated water and electric departments.

The funds for Fire Impact Fee, Water Capacity Fee, and Wastewater Capacity Fee were set up in 2005 as

separate funds to account in a clearer manner for the fees that were approved for those purposes.

The summaries show revenue and expenses broken into several categories or classification. They are
explained briefly below.

REVENUES BY CATEGORY

The revenues are divided into categories as follows:

Taxes

Includes city sales taxes, the city’s share of county sales taxes, use taxes,
franchise fees, property taxes, state turn back, and voluntary property taxes

Licenses and Permits

Includes building, electrical, plumbing and mechanical permits, and other
smaller items of a similar nature

Intergovernmental
Revenue

Payments and grants from federal, state, and county government

Charge for Services

Includes revenue from utility bills, ambulance charges, parks concessions,
street cuts, grave openings, street cuts, and a few other smaller ones.

Special Assessments
and Fines

Includes capacity and impact fees, court fines, warrant fines, etc.

Interest

Reflects interest earnings on the City’s investments.

Other Income

Comprised of revenue sources such as contributions/donations, recoveries of
bad debts, etc. that do not fit the other categories

Other Financing
Sources

May include bank loans, bond proceeds, transfers-in, funded depreciation,
proceeds from the state revolving loan fund, etc.
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EXPENSES BY CLASSIFICATION

The expenses are divided into categories as follows:

Salaries and Includes salaries, wages, premium pay, certificate pay and other

Wages compensation

Benefits Includes benefits such as retirement, health insurance premiums, etc.
Supplies and Includes uniforms, petroleum products, office supplies, minor equipment,
Materials chemical and janitorial and lab supplies, postage, etc.

Professional
Services

Used to account for contract for professional services such as legal, audit,
architectural, engineering, rate studies, and other professional fees

Property Services

Includes utilities, communication, repairs to buildings and equipment,
computer repair, and cleaning and janitorial services

Other Services

Includes insurance, travel and training, dues and subscriptions,
employment ads and publication of public notices and ordinances and
resolutions

Cost of Goods

Includes purchase of water and electricity for resale, and franchise fees
paid from utility departments to the General Fund

Capital

Reflects costs for land, buildings, infrastructure, vehicles, heavy equipment
and machinery, etc.

Debt Service

Includes principal and interest payments on debts, fiscal agent fees, lease
payments, amortization and depreciation

Transfers —
Departmental

Includes transfers within a fund to another department in that fund

Transfers Out -

May include transfers from one fund to another

Funds
Teghnology . Includes technology maintenance fees, software fees, new software and
Maintenance/Minor ;
. computer equipment
Equipment
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2020 BUDGET
ALL FUNDS
Change in Change in
Description 2018 Actual 2019 Budget 2020 Request Dollars Percent
Revenues
Taxes $ 53533109 $ 49,381,561 $ 54524461 § 5142900 10.4%
Licenses & Permits 1,750,675 1,237,960 1,247 600 9,640 0.8%
Intergovemmental Revenue 3,830,881 271,878 287,307 15,429 5.7%
Charge for Services 106,557,598 100,474,524 100,397,721 (76,803) 0.1%
Special Assesments/Fines 3,821,076 2,283,370 2,283,370 - 0.0%
Interest/Rent 1,024,658 50,315 403,783 353,468 702.5%
Other Income 3,068,875 133,500 129,900 (3,600) -27%
Total Revenues 173,586,872 153,833,108 159,274,142 5,441,034 3.5%
Expenditures
Operations and Maintenance
Salaries & Wages 28,364 371 30,722 555 33,055,041 2,332,486 7.6%
Benefits 11,500,657 12,830,893 14,358,060 1,527,167 11.9%
Supplies & Materials 4,216,949 4,562,117 4,667,330 105,213 2.3%
Professional Services 3,859,007 4,405,557 5,671,777 1,266,220 28.7%
Technology Maintenance/Minor Equipment 1,382,294 2,012,012 2,440,531 428,519 21.3%
Property Services 4,669,488 4,844,046 4,970,981 126,935 26%
Other Services 1,308,473 1,655,556 1,770 477 114,921 6.9%
Utility Cost of Goods 67,306,160 67,551,256 65,278,125 (2,273,131) -34%
Total Operations and Maintenance 122,607,399 128,583,992 132,212,322 3,628,330 2.8%
Capital Expenditures
Capital 28,488,788 16,182,383 14,094 553 (2,087,830) -12.9%
Setasides - Capital Items - 2,545,000 1,898,319 (646,681) -25.4%
Total Capital Expenditures 28,488,788 18,727,383 15,992,872 (2,734,511) -14.6%
Other
Debt Service 14,176,635 12,771,904 12,340,282 (431,622) -34%
Depreciation/Amortization 7,150,007 - - - -
Total Other 21,326,642 12,771,904 12,340,282 (431,622) -34%
Total Expenditures 172,422,829 160,083,279 160,545,476 462,197 0.3%
Other Financing Sources and Uses
Use of Impact/Capacity Fees 1,186,184 1,800,000 250,000 (1,550,000) -86.1%
Use of Reserves - 5452725 2,148,000 (3,304,725) -60.6%
Donated Infrastructure (non-cash item) 3,150,912 - - - -
Proceeds from Issuance of Debt - - - - -
Sale of Capital Assets - - - - -
Transfers In 121,350 90,510 72122 (18,388) -20.3%
Transfers Out (444 592) (90,510) (72122) 18,388 -20.3%
Total Other Financing Sources and Uses 4,013,854 7,252,725 2,398,000 (4,854,725) -66.9%
Net $ 5177,897 $ 1,002,554 $ 1,126,666 $ 124,112 12.4%
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2020 BUDGET
GENERAL FuND
Changs in Changs in
Desacription 2018 Actual 2019 Buaget 2020 Request Dollars Parcant
Revenues
Taxes s 38025528 § 35063672 § 38,962,063 3,898,351 11.1%
Ucenses & Permiss 1,749,610 1,237,960 1,247 600 5,640 0a%
Intergovemmental Revenue 2,261,476 271878 287,307 15,429 S7%
Charge for Senvices 6,350,685 6,613,249 6,809,778 196,529 30%
Special Assesments/Fines 435928 493,370 458,370 - 0.0%
InterestRent IN2876 $0.315 263,747 213,432 424.2%
Omer ncome 1.098.293 93,500 £9.200 (3.500) -3.5%
Total Revenuses 50,294,406 43828544 48,158,765 432581 9.9%
Expenditures
Operations and Maintenance
Salanes & Wages 19,956 255 21,685,306 23,408,571 1,723,265 7%
Banafts 8,018,782 8,911,590 10,120,196 1,218,597 13.7%
Supples & Matenals 2424248 2872723 2952408 79.685 28%
Professional Services 3,043,968 313040 3,640,217 $09.783 16.3%
Technology Mantenance/Minor Equipment 950,124 1,392,761 1,789,397 396,636 28.5%
Property Senvices 2,075,085 2,138,660 2,339,880 201,220 9.4%
Omer Services 872,809 1,117,639 1,184,156 66,517 6.0%
Utiity Cost of Goods - - - - -
Total Operations and Maintenance 37,351,272 41249,122 45,444 825 4,195,703 10.2%
Capital Expenditures
Caphial 8,288,195 7.904875 4121751 (3.873,124) ~45.4%
Setasides - Capital ltems - - - - -
Total Capital Expenditures 8,288,156 7.934 875 4,121,751 (3.873,124)  48.4%
Other
Debt Service - B - - -
Total Other - B - B -
Total Expenditures 45,639,458 49,243,997 49,565,576 322,579 0.7%
Other Financing Sources and Uses
Use of Impact'Capaclty Fees 1,186,184 1,800,000 250,000 (1.550,000)  -85.1%
Use of Reserves - 4152725 1,698,000 (2454725)  -59.1%
Donated Infrastructure (non-cash Rem) - - - - -
Procaeds from issuance of Dedt - - - - -
Sale of Capital Assets - - - - -
Trans’ers In - . - - -
Transters Out - - - - -
Total Other Financing Sources and Uses 1,186,184 5952725 1,948,000 (4.004725)  -67.3%
Net $ 5,841,122 - §37.672 $ 540,189 2.517 0.5%
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2020 BUDGET
UTILITY FUND
Change in Change in
Description 2018 Actual 2019 Budget 2020 Request Dollars Percent
Revenues
Taxes S - $ - S - - -
Licenses & Permits 1,085 - - - -
Intergovemnmental Revenue 150,121 - - : =
Charge for Services 100,153,341 93834275 3,560,043 (273.332) -0.3%
Special Assesments/Fines - - - - -
InterestRent 133,578 - 133,576 133,576 -
Other Income 055,258 40,000 40,000 - 0.0%
Total Revenues 101,393,363 93.874.275 93,734,519 (139,756) 0.1%
Expenditures
Operations and Maintenance
Salares & Wages 7241775 7.830,047 8334679 504,832 64%
Benefts 2068418 3373208 381018 263,648 78%
Supplies & Materials 1,668,180 1535244 1553222 17,978 12%
Professional Services 754,508 1,161,278 1.831.060 760,782 66.3%
Technology Maintenance/Minor Equipment 405,505 500,816 615135 24319 41%
Property Services 2,195,008 2217175 2,157,730 (50.438) 27%
Other Services 406,300 400407 542121 42714 86%
Utiity Cost of Goods 67,306,160 67.551.256 65278,125 (2,273,131) -3.4%
Total Operations and Maintenance 82946122 84,758,491 84,048,997 (709,434) 0.8%
Capital Expenditures
Capital 8,304,838 7.260,508 8400000 1,220,402 16.8%
Setasides - Capital ltems - : . - =
Total Capital Expenditures 8,304,838 7,269,508 8,490,000 1.220,492 16.8%
Other
Debt Service 2,760,475 2,771,904 1.279.589 (1,482,315) -53.8%
Depreciation’/Amortizaton 7.150,007 - - - -
Total Other 9010482 2771004 1.279.588 (1,482,315) 53.58%
Total Expenditures 101,170,442 94,799,903 93,818,586 (981,317) -1.0%
Other Financing Sources and Uses
Use of Impact/Capacity Fees - - - - -
Use of Reserves . 1,300,000 450,000 (850.000) -854%
Donated Infrastructure (non-cash item) 3150012 - - - -
Proceeds from Issuance of Debt - - - - -
Sale of Capital Assets - - - - -
Transfers In 121,350 20,510 72122 (18.388) -203%
Transfers Out - - - - -
Total Other Financing Sources and Uses 3272262 1.390.510 52122 (868,388)  -825%
Net $ 3495183 § 464882 § 438,055 (26.,827) -5.8%
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2020 BUDGET
TRANSPORTATION AND STREET FUND
Changein  Changein
Description 2018 Actual 2019 Buoget 2020 Request Dollars Percent
Revenuss
Taxss s 4445880 § 4317889 § 4501705 183816 43%
Licenses & Permits - - - - -
Intergovemmental Revenue 1,419,284 - - - -
Charge for Senvicas 53,562 27,000 27,000 - 0.0%
Special AssesmenisFines - - - - -
InterestyRent 22,487 . 6.450 6,460 -
Other Income 1,015,324 - - - -
Total Revenues 6,957,545 4,344,889 4,535,165 190,276 4.4%
Expenditures
Operations and Maintenance
Salanes & Wages 1,165,341 1,207,202 1,311,791 104,589 B7%
Benafis 513,457 546,026 590,948 44922 82%
Supplies & Materais 124,521 154,150 161,700 7.550 49%
Professional Services 60,531 113,845 100,500 (13.345)  -11.7%
Technoiogy Mantenanca/Minor Equipment 16,575 28,435 35999 7.564 26.6%
Propeny Services 359,306 458211 473,362 (14,849) -3.0%
Other Senvicas 29274 38510 44,200 5,650 14.8%
Utiity Cost of Goods - - B B -
Total Operations and Maintenance 2,310,005 2576379 2,718,500 142121 5.5%
Capital Expanditures
Capital 6,118,841 918,000 1,482,802 564,802 51.5%
Setasiges - Capital ltems - 760.000 113,319 (545581)  -85.1%
Total Capital Expenditures 6,118,841 1,678,000 1,596,121 (81,879) 4.5%
Other
Dedt Senvice - - - - -
Depreciation/Amortization - - - - -
Total Other - - - - -
Total Expenditures 8.428,845 4254379 4314621 £0,242 1.4%
Other Financing Sources and Uses
Use of ImpactCapacity Fees - - - - -
Use of Resanves - - B - -
Donated Infrastructure (non-cash kem) - - - - -
Proceeds from Issuance of Dedt - - - - -
Sale of Caphal Assels 19,537 - - - -
Transfers In - - - - -
Transfers Out - {90,510) (72.122) 18,388 -20.3%
Total Other FInancing Sources and Uses 19,537 (90,510) 72.122) 18,388 -20.3%
Net $ (1.451,763) $ - $ 148,422 148 422 -
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2020 BUDGET
FIRE IMPACT FUND

Description 2018 Actual 2019 Budget 2020 Request

Change in
Dollars

Change in
Percent

Taxes $ - $ - $
Licenses & Permits

Charge for Services - - !
Special Assesments/Fines 430,908 200,000 300,000

Other Income

Total Revenues 439,977 300,000 300,000

Operations and Maintenance
Salaries & Wages -
Benefits -
Supglies & Materials I
Professonal Services -
Technology Maintenance/Minor Equipment .
Property Services -
Other Services -
Utility Cost of Goods -

Total Operations and Maintenance - - -

Capital Expenditures
Capital - = =

Total Capital Expenditures - 300,000 300,000
Other

Debt Service .

B R .

Total Other -
Total Expenditures - 300,000 300,000

Other Financing Sources and Uses
Use of Impact/Capacty Fees -
Use of Reserves -
Donated Infrastructure (non-cash item) -
Procseds from Issuance of Debt -
Sale of Capital Assets -
Transfers In -
Transfers Cut -

Total Other Financing Sources and Uses - - -

Net $ 439977 § - $ -
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2020 BUDGET
WATER CAPACITY FUND

2018 Actual

Taxes S
Licenses & Permits

Intergovemmental
Charge for Services
Special Assesments/Fines

Other Income

Total Revenues

Operations and Maintenance
Salaries & Wages

Benefits

Supglies & Materials

Professonal Services

Technology Maintenance/Minor Equipment
Property Services

Other Services

Uity Cost of Goods

Total Operations and Maintenance
Capital Expenditures

Capital

Setasides - Captal hems

Total Capital Expenditures

Other
Debt Service
Batnicikantiiil

Total Other

Total Expenditures

Other Financing Sources and Uses

Use of Impact/Capacity Fees

Use of Reserves

Donated Infrastructure (non-cash item)
Proceeds from Issuance of Debt
Sale of Capital Assets

Transfers In

Transfers Cut

Total Other Financing Sources and Uses

Net
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2020 BUDGET
WASTEWATER/SEWER CAPACITY FUND

Description 2018 Actual

2019 Budget 2020 Request

Revenues
Taxes $ -
Licenses & Permits -
Intergovernmental Revenue -
Charge for Services -
Special Assesments/Fines 326,156
Interest/Rent Tt
Other Income -

Total Revenues 326,255

Expenditures
Operations and Maintenance
Salanes & Wages -
Benefts -
Supplies & Materials -
Professonal Services -
Technology Maintenance/Minor Equipment -
Property Services -
Other Services -
Utiity Cost of Goods -

Total Operations and Maintenance -

Capital
Setasides - Captal hems =

Total Capital Expenditures -
Other

Debt Service -
- = . A

Total Other -

Total Expenditures

Other Financing Sources and Uses
Use of Impact/Capacity Fees -
Use of Reserves -
Donated Infrastructure (non-cash item) =
Proceeds from Issuance of Debt -
Sale of Capital Assets -
Transfers In -

Transfers Out -
Total Other Financing Sources and Uses -

Net $ 326.255
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2020 BUDGET

PARKS IMPACT FUND

Description 2018 Actual

2019 Budget 2020 Request

Taxes S
Licenses & Permits

Intergovernmental Revenue

Charge for Services -
Special Assesments/Fines 1,611,607

Other Income

Total Revenues 1,611,607

Operations and Maintenance
Salanies & Wages
Benefits
Supplies & Materals
Technology Maintenance/Minor Equipment -
Property Services -
Other Services -
Utiity Cost of Goods

Total Operations and Maintenance -

Capital Expenditures
Capital =
Setasides - Capital tems i

Total Capital Expenditures

Other
Debt Service e
G ) i

Total Other
Total Expenditures -

Other Financing Sources and Uses
Use of Impact/Capacity Fees
Use of Reserves
Donated Infrastructure (non-cash item)
Proceeds from Issuance of Debt -
Sale of Capital Assets -
Transfers In -
Transfers Out (444,502)

Total Other Financing Sources and Uses (444.592)

Net $ 1.167.015

$
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2020 BUDGET
PoLICE IMPACT FUND

Description 2018 Actual 2019 Budget 2020 Request

Taxes S - $ - S

Licenses & Permits - -

Intergovernmental Revenue - - -
Charge for Services B - B
Special Assesments/Fines 811,175 500,000 500,000
Interest/Rent 50 - -
Other Income - -

Total Revenues 611,225 500,000 500,000

Setasides - Capital tems - 500,000 500,000

Total Capital Expenditures - 500,000 500,000

Other
Debt Service - -
- et i o )

Total Other - -
Total Expenditures - 500,000 300,000

Other Financing Sources and Uses
Use of Impact/Capacity Fees 2 =
Use of Reserves - -
Donated Infrastructure (non-cash item) - -
Proceeds from lssuance of Debt - -
Sale of Capital Assets - -
Transfers In - -
Transfers Cut - -

Total Other Financing Sources and Uses - B B

Net $ 611225 § - $ -
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2020 BUDGET
LIBRARY IMPACT FUND

Changeln  Change in
Description 2018 Actual 2019Budget 2020 Request Dollars Percent

Taxes 3 S S - s . -
Ucenses & Permits - - - - -
Intergovemmenta Revenue - - - - -
Charge for Senvioes - - - . -
Spedial Assesmenis/Fines 107,482 85,000 85,000 - 0.0%

Other Income - - - - -
Total Revenuss 107.482 85,000 85,000 - 0.0%

Operations and Maintenance
Salaries & Wages - - - - B

Supplies 8 Matenais - - - . -

Technology Maintenance/Minor Equipment - - - - -
Propery Services - - - - -
Other Services - - - - -
Uity Cost of Goods - - - - -
Total Operations and Maintenance - . . - -

Capital Expenditures

Setasides - Capital tems - 85.000 85.000 - 0.0%
Total Capital Expenditures - 85,000 85,000 - 0.0%

Dett Service - - - . -

Total Other - - - - -
Total Expenditures - 85,000 85,000 - 0.0%

Other Financing Sources and Uses
Use of Impact'Capacity Fees - - - - -
Use of Resenes - - - - -
Donated InYasruciure (non-cash ftem) - - - B -
Proceecs from lssuance of Det - - - - -
Sale of Capital Assets - - - B -
Transfers In - B - - -
Transfers Out - - - = =

Total Other Financing Sources and Uses . - . - -

Net $ 107.482 § - $ - $ . =
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2020 BUDGET
DEBT SERVICE FUND

Change in Change in
Description 2018 Actual 2019 Budget 2020 Request Dollars Percent

Taxes ] 11080802 $ 10000000 $ 11080602 § 1080003 10.6%
Licenses & Permits - - - - -
Intergovernmental Revenue - - - - -
Charge for Services - - - - -
Special Assesments/Fines -
Interest/Rent 145,453 - - - -
Other Income - - - -

Total Revenues 11,206,145 10.000,000 11,060,693 1,060,693 10.6%

Operations and Maintenance
Salanes & Wages - - = - =

Supplies & Materials - - - . -

Technology Maintenance/Minor Equipment - - - - -
Property Services - - - - -
Other Services - - - - -
Utiity Cost of Goods - B - - -
Total Operations and Maintenance - - - - -

Capital Expenditures
Capital - - - - -
Setasides - Captal hems - - - - -
Total Capital Expenditures - - - - -

Other
Debt Service 11,407,160 10,000,000 11,060,693 1,080,823 10.6%
Depreciation/ Amortization - - - -
Total Other 11,407,160 10,000,000 11,060,683 1,080,603 10.6%

Total Expenditures 11,407,160 10,000,000 11,060,693 1,060,693 10.6%

Other Financing Sources and Uses
Use of Impact/Capacity Fees - a = = =
Use of Reserves B - - - =
Donated Infrastructure (non-cash item) - - - - -
Proceeds from Issuance of Debt - = - - -
Sale of Capital Assets - - - - -
Transfers In - - - - -
Transfers Cut - - - - -

Total Other Financing Sources and Uses - - - - -

Net $ (201.015) § - $ - $ = =

44



BUDGET SUMMARY

FUND BALANCE

The fund balances shown below are based on estimated results at the end of the 2019 fiscal year. It uses

budgeted revenues and expenses for 2020.

Several years ago, the Council passed a resolution that the City should try and maintain a fund balance of
at least 10% of O and M. Since the General Fund transfers money into Street, and Parks and Library Funds
were closed and are now departments in General, this year's chart is more condensed than previous years.
In total, a 10% fund balance requirement has been achieved and exceeded. The Impact/Capacity funds
are omitted since the entire balance is restricted.

The City is currently undergoing an evaluation and discussion regarding our fund balance policy to reflect
a higher minimum standard and a process to evaluate projects that can be accomplished with excess

reserves.

December 31, 2019 (Estimate)

2020 Adopted Bugdet
Revenues
Expenses
Net

December 31, 2020 (Estimate)

Fund Balance Target
10% of O& M

Cushion

General Street Utility Other Aggregate Total

60,537,322 5,440,789 244,349,843 5,978,017 310,327,954
48,408,765 4,535,165 93,806,641 11,785,000 146,750,571
49,566,576 4,386,743 93,818,586 11,785,000 147,771,905
(1,157,811) 148,422 (11,945) - (1,021,334)
59,379,511 5,589,211 244,337,898 5,978,017 309,306,620

4,544 483 290,394 8,532,859 1,178,500 13,367,736

54,835,028 5,298,817 235,805,039 4,799,517 295,938,884
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Fund Balance is defined by the following formula:

FUND BALANCE FORMULA

PROJECTED FUND BALANCE

T+ + + +

OR -

Beginning Balance
Cash

Investments

Accounts Receivable
Total Sources
Accounts Payable
Escrows

Total Uses

Roll Forwards of Prior Budget
Fund Balance - Ending
10% of O and M
Cushion

Fund Balance - Ending
Revenues

Expenses

Projected Fund Balance
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BASIS OF ACCOUNTING AND BUDGETING

BASIS OF ACCOUNTING

The accounting and financial reporting treatment applied to a fund is determined by its measurement focus.
All governmental funds are accounted for using a current financial resources measurement focus. With
this measurement focus, only current assets and current liabilities generally are included on the balance
sheet. Operating statements of these funds present increases (i.e., revenues and other financing sources)
and decreases (i.e., expenditures and other financing uses) in net current assets.

All proprietary funds and pension trust funds are accounted for on a flow of economic resources
measurement focus. With this measurement focus, all assets and all liabilities associated with the operation
of these funds are included on the balance sheet. Fund equity (i.e., net total assets) is segregated into
contributed capital and retained earnings components. Proprietary fund-type operating statements present
increases (e.g., revenues) and decreases (e.g., expenses) in net total assets.

The modified accrual basis of accounting is used by all governmental fund types and agency funds. Under
the modified accrual basis of accounting, revenues are recognized when susceptible to accrual (i.e., when
they become both measurable and available). "Measurable" means the amount of the transaction can be
determined and "available" means collectible within the current period or soon enough thereafter to be used
to pay liabilities of the current period. Expenditures are recorded when the related fund liability is incurred.
Principal and interest on general long-term debt are recorded as fund liabilities when due.

Non-exchange transactions, in which the City receives value without directly giving equal value in return,
include property taxes, city and county sales tax, grants, entittements and donations. Revenues from
property taxes are recognized in the period for which the taxes are levied. Revenues from city and county
sales taxes are recognized in the period for which the transaction occurred that is subject to the tax.
Revenues from grants, entitlements, and donations are recognized when all eligibility requirements have
been satisfied. Eligibility requirements include timing requirements, which specify the period the resources,
are required to be used or the period when use is first permitted, matching requirements and expenditure
requirements, in which the resources are provided to the City on a reimbursement basis. On the modified
accrual basis, revenues from non-exchange transactions must also be available before they can be
recognized.

The accrual basis of accounting is utilized by proprietary fund types and pension trust funds. Under this
method, revenues are recorded when earned and expenses are recorded at the time liabilities are incurred.

The City reports deferred revenue on its combined balance sheet. Deferred revenues arise when potential
revenue does not meet both the "measurable” and "available” criteria for recognition in the current period.
Deferred revenues also arise when resources are received by the City before it has a legal claim to them,
as when grant monies are received prior to the incurrence of qualifying expenditures. In subsequent
periods, when both revenue recognition criteria are met, or when the City has a legal claim to the resources,
the liability for deferred revenue is removed from the combined balance sheet and revenue is recognized.
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BASIS OF BUDGETING

Each year the Finance Director projects revenues (sources of cash) for the coming year. The annual
operating budget balances operating expenditures with operating revenues, and provides for adequate
maintenance of capital, plant, and equipment including timely replacement.

The City budgets for governmental funds, which include the General Fund and Special Revenue Funds
based on the modified accrual basis of accounting. Under this method, revenues are recognized in the
period they become measurable and available to finance expenditures of the period and expenditures
(expenses) are recorded when incurred with the exception of principal and interest on long term debt, which
are recorded when due.

Exceptions to the modified accrual basis of accounting are as follows:

Encumbrances lapse at the end of year. Either a payable exists at the end of the year or the
money comes from the following year’s budget.

Grant revenue is not recorded until it is earned. If the City receives money in advance (which is
rare), it is deferred revenue until earned.

Sales and use taxes are recorded as revenue in the year they are remitted to the State, which
makes them one month behind the period they are actually earned.

Project length (continuing appropriation or projects that span more than one year) budgets
adopted during the year are considered to reduce funds available in the year funds were originally
appropriated.

Overspending of project length (continuing appropriation or projects that span more than one
year) budgets is considered to reduce funds available.

The closeout of unspent project length (continuing appropriation or projects that span more than
one year) budgets is considered to increase funds available.

The budgets for the proprietary fund, Utility Fund, are prepared using the accrual basis of accounting, with
exceptions listed below. Under this method, revenues are recorded when earned and expenses are
recorded at the time liabilities are incurred.

Capital outlay is budgeted as an expenditure in the year purchased.
Proceeds from the issuance of debt are considered to be sources of cash in the revenues, not an
increase in liabilities. These proceeds are reclassified at the end of the year.

Principal payments are shown as expenditures rather than reductions of the liability. Again, they
are a use of cash and reclassified at the end of the year.

Grants obtained for the construction of assets are considered to be revenues, not capital
contributions.

Receipts of long-term receivables are considered to be revenues, not reductions of the receivable.
Gains or losses on the early retirement of debt are considered to increase or decrease the funds
available in the year in which they occur and are not capitalized and amortized over the life of the
bonds.

Interest earned on escrowed cash and investments is not considered to be revenue for budget
purposes.

Inter-fund loans set up as draw-downs are considered to be 100% outstanding at the
commencement of the loan
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BUDGET PROCESS

The annual budget document is the result of a lengthy process that involves employees from crew leaders
through all levels of management, the Mayor, and the City Council. Council discussion is open and citizens
are welcome to attend and to offer their comments to the Mayor and the Council. A copy of the final
document is placed in the City library and other copies are mailed to various interested parties. A summary
of the process is presented below.

May — June
The Finance Director reviews the process from the prior year. Any resulting improvements in the process
and the forms are identified and the budget manual is updated accordingly.

July

A meeting is held with all department heads and appropriate personnel from Administration to kick off the
process. Revisions to the budget manual are distributed and reviewed. Forms are explained and questions
are answered. Key guidance regarding assumptions that apply throughout the City is provided. The key
calendar dates are discussed and the process begins.

August

Department heads prepare their initial requests in accordance with the guidelines. All requests for personal
computers and related items must be routed through the Systems Group Manager to ensure compliance
with the policy and the overall direction the City is headed with technology. Requests for Travel & Training
and for Minor Equipment must be supported using the comments feature built into the software.

Finance staff provides staffing costs utilizing features of our software. A copy of the live files is copied to
the budget module, variables such as retirement contribution rate, insurance costs, and others are changed
as appropriate, new positions and upgrades a