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CERTIFICATE
To the Clerk of Reno County, State of Kansas
We, the undersigned, officers of
City of Hutchinson
certify that: (1) the hearing mentioned in the attached publication was held;
(2) after the Budget Hearing this budget was duly approved and adopted as the
maximum expenditures for the various funds for the year 2013; and
{3) the Amounts(s) of 2012 Ad Valorem Tax are within statutory limitations.

2013 Adopted Budget

Amount of 2012 County
Page | Budget Authority Ad Valorem Clerk's
Table of Contents: No. for Expenditures Tax Use Onl
Computation to Determine Limit for 2013 2
allocation of MVT, RVT, 16/20M Veh Tax 3
Schedule of Transfers 4
Statement of Indebtedness 5
Statement of Lease-Purchases 6
(Fund K.S.A,
General 12-101a 7 35,109,819 8,571,575
Debt Service 16-113 8 KS\T 4,913,991 2,675,407
Library 12-1220 8 et
Special Highway 9 +2,059.977
Special Parks & Recreation 9 177,588
Special Alcohol Programs 10 105,392
Convention & Tourism Promation 10 650,000
Fun Valley 11 v T25157
Animal Shelter 11 A16,915
Tax increment Financing 12 1,412,226 [
E-911 Surcharge 12 -t 393,891
Community Improvement District 13 {f.) 90,000
Refuse Collection 13 2,265,151
Golf Course 14 Vo 823,164).
Airport 14 407,634
Water Utility 15 12,967,581
Sewer Utility  * 15 9,435,650
Storm Water Utility 16 1,250,664
16
MNon-Budgeted Funds-A 17
Non-Budgeted Funds-B 18
Non-Budgeted Funds-C 19
Non-Budgeted Funds-D 20
Totals XAKRKX 73,204,800 11,246,982
Is an Ordinance required to be passed, published, and attached to the budget? Yes Coumy Clerk's Use Only|
Budget Summary 21
Neighborhood Revitalization Rebate 22 Nov 1, 2012 Totsl

Agsessed Vaiustion
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Fiscal Year 2013

CITY COUNCIL

0 9550 GUO>%57

David Razo, Mayor 02 0 513480

Bob Bush, Vice-Mayor 445 ¢
Cindy Proett
Dean Brigman
Ron Sellers

Notice of Budget Hearing for Amending the

2013 Budget
The governing body of

City of Hutchinson
will meet on the day of 12/17/2013 at 9:00 AM at 3201 East 4th St for the
purpose of hearing and answering objections of taxpayers relating to the proposed amended use of funds,

Dretailed budget information is available at City Hall 125 E. Ave B
and will be available at this hearing,

Summary of Amendments
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Adopted Budget 2013
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P.O. Box 1567 / Hutchinson, KS 67504-1567

Puzsuing Excellence In Public Service

Tor City Council

From: John Deardoil, City Manager

Date: 8-21-2012

Re: 2013 Budget-- Executive Summary-Final

Presented with this message, | am submitting the 2013 operating and capital budget for City
Coungil consideration. The budget as presenied is balanced for all funds and represeits a
workable plan to continue city operations for the coming year. The 2013 budget again focuses
on our need to maintain an equal balance between Tevenues and eXpense and Yimit the use of
one-time revenues. The change in the national, regional, and local econoniies over ihe past
few vears continues to have impact on the City of Huichinson’s revenue. While we are
beginning to see some stabilization in cur sales tax revenuss, We are seeing some fall off in
franchise fee and motor vehicle tax revenue which have essentially negated any increases we
are seeing in sales tax revenue growth.

The challenge with the 2013 budget is balancing increasing general operating costs with
relatively flat or no growtih in revenues from 2012 and projected 2013. The 2013 Budget
requires no increase in the raill levy from 2012, The budget objectives used to prepare the
proposed budget are:

Primary Objectives for the 2013 Budget:

1. Minimize any need for additional mill levy support
2. Continued investment in an aging infrastructure
3. Fund Housing Initiatives

The proposed 2013 budget totals $73,204,800 which represerits all operating funds including
utilities. The budget proposal requires a mill levy of 41.412 which represents ne increase in

the mill levy from 2012.
2012 Actual 2013 Proposed
General 31.561 31.561
Bond & Interest 9.851 9.851
Total Levy 41412 41412
= ;
City Hall Fax 620-694-2673 Park Fax 620-694-2676 Police Fax 620-694-2859
Central Purchasing Fax 620-694-1971 Inspection Fax 620-694-2691 Public Works Fax 620-694-1980

recycled and recyclable Fire Fax 620-654-2875 Municipal Court Fax 620-694-28538 Waste Water Plant Fax 620-694-2604



General Fund Summary

The financial strength of the General fund is of great importance to the City due to the impact
it has on the overall property tax levy, bond ratings, operating cash flows, and the City’s
ability to handle contingencies. In 2011, the Council approved established fund balance goals
for the General Fund. Over the past two budget years we have not made any real progress
towards the goal of a $6,200,000 General Fund balance. Lack of revenue growth coupled
with the increasing cost of doing business will make this goal difficult to obtain in the short
term. However, we will continue to focus our efforts on ways to improve the General Fund
cash position.

General Fund Revenues

Property Taxes and Assessed Valuation

The 2012 assessed valuation used for the 2013 budget is $271,586,966 which represents a
1.9% increase last year’s figure of 266,145,700. Using the County Clerk’s estimated assessed
valuation figures and assuming no change in the mill levy, we should receive an estimated
$134,000 in additional property tax revenue for the General Fund and Bond and Interest
Fund..

Sales Tax

Sales tax revenues represent 35% of our general fund revenues. The change in our economy
over the past 3 or 4 years has negatively impacted our general fund revenues specifically sales
tax revenue. Receipts through May of this year show some stable growth from same period
last year. The 2013 budget proposal projects a 2% increase in sales tax revenue over 2012
estimated receipts.

2010 2011 2012 2013
Actual Actual Budget Budget
Totals $10,351,265 $10,865,619 $11,025,000 $11,245,500
Franchise Fees

Franchise fees compensate the City for the use of right-of-way by private utilities. The city
collects 5% of gross revenue for gas, electric, and cable television utilities, and a $2.25 per line
access charge for telephone. Franchise fees represent 16% of general fund revenues and for
2013 show a projected decrease of $189,000 from natural gas fees and $94,000 from
telephone fees.



Investment Income

Interest earning’s on City’s invested idle funds has long been a secure source of revenue.
Earnings on investments have declined dramatically since 2007. The decline can be attributed
to low interest rates and a decline in general fund balances. Total general fund interest income
in 2007 totaled $1,228,000 compared to a projected $10,000 in 2013.

General Fund Expenditures

Proposed 2013 General Fund expenses total $35,109,819.

Personnel and Wages

The 2013 budget includes funding for two (2) police officer positions effective July 1, 2013.
No other personnel additions are being proposed. Total cost for the positions is estimated at
$120,000.

The proposed budget eliminates one position from Public Works Maintenance as a result of
new ten year refuse service contract resulting in a budget savings of $53,000.

There has been a request made from the Human Relations Commission to hire a full-time
position to serve as a Human Relations Officer. This position was eliminated in the 2010
budgei. Total cost for the position in 2010 was estimated at $60,000 which includes benefits
and employer taxes. The position was not funded for the 2013 budget.

The 2013 budget as presented includes a 2% wage increase for all employees. Employees
received no pay increases in 2012. The 2% increase represents a $390,000 cost to General
Fund supported operations. For the years 2009, 2010 and 2011 eligible employees received
merit steps increases ranging from 3.33% 10 3.35%. Approximately 30% of our employees at
top of their pay range have not received a pay increase for the past three years (2009, 2010,
2011, 2012). The implementation of the pay study in 2009 helped put our pay scales in a
competitive position with the regional job market.

Outside Agencies

The 2013 budget contains $188,049 for outside agency funding. In 2010, the Coungcil
approved a change in the allocation of funding to the various social service agencies receiving
annual funding from the City. The new approach is io annually allocate a lump sum of money
to be allocated by United Way Reno County. Per Council directive the goal is to reduce the
social service agency grant by 10% each year beginning in 2010. The 2013 allocation to Reno
county United Way is $ 78,300.

Other Outside Agency funding:

Arts and Humanities Council $ 24,600
Cultural Activities Fund 47250
HutchFest 1
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Growth Fund

The 2013 budget has $700,000 budgeted. We received funding requests for 2013 totaling
$740,500. The Council will need to review the request below and consider reductions totaling
$40,500.

Requested EFinal

Arts & Humanities Council $ 15,000 $15,000
Market Hutch 97,000 92,000
EDC 63,000 58,000
Growth Inc. 45,000 45,000
Chamber (Commumnity Develop) 12,500 10,000
Welcome Channel 13,000 13,000
Housing Initiatives 50,000 56,000
Entrance Sign 50,000 62,000
Retail Market Study (Chamber) 20,000 0
Streetscape Cost Estimate Update 25,000 0
DHRP — Third Thursday 0 5,000
Arterial/Collector 250,000 250,000
Aquatic Center Payment 100.000* 100,000

TOTAL Request $740,500 $700,000

*14" year cf a 20 year funding commitment

Bond & Interest

In fiscal year 2012, the City is expected to issue general obligation bonds of $1,702,114 as
funding for capital improvement projects. The proposed levy rate in 2012 for the Bond &
Interest will remain at 9.844. In an effort to shore up cash reserves in the Bond & Interest
Fund, we have set up new bonds for 2011 with interest only payments in 2012 followed by the
first principal payments due in 2012. In addition to the repayment schedule change remaining
funds from closed out project accounts (Hyde Park, 4" and Haistead) were transferred from
the CIP Reserve to the Bond and Interest Fund. These are projects which have come in under
the estimated budget and bonding figures resulting in cash balances in the individual CIP
project funds.

(See general obligation debt service schedules behind Bond & Interest Tab)



Utilities

Water (no increase proposed) - Proposed water rates for 2011 through 2014 were
discussed with the City Council in study session on July 27, 2010. Based on revenue and
expenditure projections provided during that discussion, it was anticipated that water
rate increases would be necessary to gencrate the revenue for the funding of the Water
Utility now that the groundwater remediation and reverse osmosis water treatment
system improvements (RO Proiect) are completed and operational. The City Council
agreed to the proposed water rates for 2011, with water raies for future years to be
revisited during the budget process. The 2011 water rates represented a 4% increase
over the 2010 water rates. There was no rate increase for 2012. Based on the actual 2011
water fund cxpenditures and revenues and the proposed 2012 ravised and 2013 water
fund budgets and projected revenues, no water rate increase is proposed for 2013,
Proposed 2012 expenditures of §7,415,436 and projected revenues of §$7,234,482 are
within $180,974 (2.5%) of a balanced fund budget, while ihe projected 2013 ending
balance of $5,557,126 exceeds the desired minimum fund balance of $2,121,721
($1,556,221 per City Council Unreserved Fund Balance Policy plus restricted fund
balances of $205,500 for the KDHE required deep disposal weil abandonment reserve
and $360,000 for meter deposits). With no increase in water rates proposed for 2013, the
average monthly residential water billing based on the average monthly water
consumption of 9 hundred cubic feet (6,750 gallons) will be around $32.05 per month.

Sewer (no increase propesed) - Proposed sewer user rates for 2011 through 2014 were
discussed with the City Council in study session on July 27, 2010. Based on revenue and
expenditure projections provided during that discussion, it was anticipated that sewer
user rate increases would be necessary to generate the revenue for the funding of the
Sewer Utility with the completion of the Wastewater Treatment Facility (WWTEF)
Bio solids Improvements Project. The City Council agreed to the proposed sewer user
rates for2011, with sewer user rates for future years to be revisited during the budget
process. The 2011 sewer user rates represented a 2% increase over the 2010 sewer user
rates. There was no rate increase for 2012. Based on the actual 2011 sewer fund
expenditures and revenues and the proposed 2012 revised and 2013 sewer fund budgets
and projected revenues, no sewer user rate increase is proposed for 2013. Proposed 2013
expenditures of $6,348,929 and projected revenues of $6,005,942 are within $342,987
(5.7%) of a balanced fund budget, while the projected 2013 ending balance of $3,086,719
exceeds the desired minimum fund balance of $1,296,626 ($1,296,626 per City Council
Unreserved Fund Balance Policy plus no restricted fund balances). With no increase in
sewer user rates proposed for 2013, the average monthly residential sewer user billing
based on the average monthly sewer use of 8 hundred cubic feet (6,000 gallons) will be
around $21.38 per month.

Refuse (approximately 3% increase is proposed based on $0.30 per cart increase) —
Refuse rate increases for 2013, 20i4 and 2015 are set at $0.30 per cart for each year as
per the Refuse Collection and Related Services Agreement (City Contract #2011C216)
between the City and Stutzman Refuse Disposal Inc. Based on the proposed increase the
average monthly residential refuse billing will be around $10.35 per month, which
includes a refuse cart collecied weekly, a single-stream recycling cart collected once
every twe weeks and the opportunity to sign up for recycling rewards through the
RecycleBank program.
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Storm Water Charter Ordinance No. 42, establishing the Storm Water Utility and utility fee
structure, was approved by the City Council or March 29, 2005. The current storm water
utility fee went into effect on January 1, 2006 and will be in effect until December 31, 2012.
The utility fee for single family residential properties is $1.00 per month ($12.00 per year).
Multi-family, commercial, industrial, institutional, and government properties are charged a
fee based upon the size of the property with fees ranging from $2.00 per month to $64.00 per
month ($24.00 to $768.00 per year

The utility fee was initiated to assisi the City in operation, construction, maintenance and
repair of storm water drainage facilities and to reduce the potential hazards to propesty
resulting from storm water nmoff. It was also charged to improve water quality of its
receiving waters.

A 5 year plan that included proposed storm sewer improvement projects was established for
the storm water utility, however, in January of 2006 after the Storm water utility was initiated,
the City was notified that the City’s levee system would be required to be inspected and
certified. The primary focus of storm water utility was shifted to levee certification, as well as
potential maintenance and repair costs that will be required in order to certify the Levee
System. To date, the City has spent $484,000 on the levee Certification process and will
spend an estimated $842,000 on the final phase of the project which includes engincering
design and construction of levee improvements. The City will bond all of the improvements
and be reimbursed annually by the City of South Hutchinson and Willowbrook for their
respective shares. The City’s annual bond payment will be $80,000.

In addition, due to EPA Storm water regulations and an EPA Storm Water program audit in
September of 2009, a Storm Water Management Coordinator was hired in May of 2010. This
City position is charged to coordinate the Storm Water Quality Program and move it to
compliance with the City’s Storm water permit. Storm water utility income is used to fund the
salary and benefits of the Storm Water Management Coordinator at an annual cost of
approximately $68,000 per year.

A storm water master plan was completed in 2000 that recommended $34 million of
improvements to the storm water system. To date, none of the major improvements identified
have been completed. Storm water mandates and aging infrastructure will be difficult to
address with the current revenue stream. On three occasions over the past two years with the
most recent discussion on June 12, 2012 staff engaged the Council in some discussion on
future direction with the storm water utility. Staff shared with the Council its recommendation
to increase storm water fee in an effort to address the milt-million dollar in repair needs. The
first step in the process would be hiring a consultant to complete a storm water utility
feasibility stady. The study would help calculate the required revenue and develop an
equitable fee structure to fund the storm water program. It is anticipated that the required fee
would be substantially higher than current fees. The Council has rejected this process and
instead looking at an increase in the current fee structure.

The 2013 budget includes a propose increase in the fee that would double cutrent fees. The

residential fee would go from $1 per month to $2. Commercial fees would increase to a low of
$4 to $128. Total revenue would increase from $282,000 to $564,000.

11



Capital Improvement and Municipal Equipment Replacement Program

Included in the 2013 Budget is the 5-year Capital Improvement Program (CIP) along with the
recommended funding levels. The 2013 Capital Budget represents capital improvements for
2613 inall Funds, The toial proposed capital project list for 2613 is $10,468,565. Funding of
these projects comes from 2 variety of sources, inciuding property tax, saies tax, water and
sewer Tees, bonding, granis, €ic. The City Council received a preliminary review and
discussion on the CIF during an Aprii study session. Additional discussions occurred during

the June 12" Study Sessior.

(See CIP/MERF details and schedules behind Unbudgeted Tab}
Other Budget Highlights

1). Housing. The Housing division has been established in the 2012 budget and is staffed as
proposed. Staff will work aggressively with Housing Commission te begin addressing the
strategies set forth in the 2011 Housing Task Report. Incorporated in the budget is $50,000
from the Growth Fund to provide a source of grant matching funds for the various housing
programs we work with such as HOME, CDBG, NeighborWorks, NSP, etc.

2).Building Inspection--Demolitions. The 2013 budget has 43,500 for housing demotion
projects. There is still an extensive list of structures that appear to be beyond repair.

3).Traffic Sigrals. We have budgeted $38,000 in the CIP an annual transfer to a reserve fund
for traffic signal upgrades. The reserve fund will begin setting aside money for unbudgeted
needs that come up throughout a budget year.

Summary:

Overall, T believe the proposed budget is a no frills budget and represents business in the “new
normal”.  Department Directors understood the current fiscal environment we operated in
today. The operating budgets submitted by departments show minimal increases yet will
allow us to maintain our current level of services. The budget provides for continued
investment in the repair and maintenance of the infrastructure.

I want to thank city staff for all of their efforts in developing the 2012 Budget. Dennis
Bockensedt, Director of Finance wasted little time in providing leadership and input into our
annual budget preparation process. Staff stands ready to work with the City Council over the
next 30 days in finalizing a 2013 budget.



Mission Statement

“Hutchinson City employees are
dedicated to making the City a
quality place to live, work, and play
by pursuing excellence in serving
and protecting the community.”

13
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CITY OF HUTCHINSON
DEPARTMENT/DIVISION BY FUND
FISCAL YEAR 2013

001 GENERAL FUND

CITY COUNCIL
1100 410 CITY COUNCIL
CITY MANAGER
2100 420 CITY MANAGER
2200 431 HURAN RELATIONS
4110 461 DOWNTOWN DEVELOPMENT
6810 453 STREET LIGHTING
HUMAN RESOURCES
2300 430 HUMAN RESOURCES
FINANCE
3000 451 FINANCE/CITY CLERK
3050 455 UTILITY BILLING
3060 456 CENTRAL PURCHASING
INFORMATION TECHNOLOGY
3100 452 INFORMATION TECHNOLOGY
PLANNING & DEVELOPMENT
4100 480 PLANNING AND ZONING
4120 482 HOUSING DEVELOPMENT
LAW
5000 471 CITY ATTORNEY
5400 473 MUNICIRAL COURT
PUBLIC WORKS
6100 550 ADMINISTRATION
6150 574 PUBLIC WORKS MAINTENANCE
6310 554 CENTRAL GARAGE REVOLVING
8320 555 CENTRAL GARAGE SHOP
6410 556 STREET ADMINISTRATION
6470 657 STREET SIGNS & MARKINGS
6630 558 STORWM SEWER
ENGINEERING
6210 551 ENGINEERING
6215 552 TRAFFIC SIGNALS
6220 553 GIS
PARKS & FACILITIES
6910 560 PARK ADMINISTRATICN
6940 561 PARK MAINTENANCE
6945 562 Z00
6950 563 FORESTRY & HORTICULTURE
8560 569 CENTRAL CUSTODIAL REVOLVING
6970 564 MEMORIAL HALL
6972 568 MEMORIAL HALL CONCESSIONS
6980 565 SPORTS ARENA
6990 566 CITY HALL BUILDING
6995 683 EASTSIDE CEMETERY
7520 483 INSECT/RODENT CONTROL
POLICE
7110 500 POLICE ADMINISTRATION
7120 501 DETENTION OF PRISONERS
7130 592 PATROL & iINVESTIGATION
7150 504 POLICE RECORDS
7153 505 NARCOTICS CONTROL
7160 507 UNCLASSIFIED
7180 508 COMMUNICATIONS
7190 KOO DISPATCH (HRCEC)
7191 511 RADIO MAINTENANCE
7410 481 ANIMAL CONTROL

001 GENERAL FUND

003

005

Q08

002

031

044

050

651

052

057

1o

FIRE
7210 520 ADMINISTRATION
7220 521 PREVENTION
7230 522 FIRE FIGHTING
7250 523 UNCLASSIFIED

BUILDING INSPECTION & CODE ENFORCEMENT

7310 480 INSPECTION/CODE ENFORCEMENT
NON-DEPARTMENTAL
7600 610 GROWTH
9500 620 NON-DEPARTMENTAL
SPECIAL STREET FUND
PUBLIC WORKS
6420 559 STREET MAINTENANCE
6430 559 STREET CLEANING
REFUSE COLLECTION FUND
PUBLIC WORKS
6710 490 REFUSE COLLECTION

GOLF COURSE FUND
PARKS & BUILDINGS

6920 570 GOLF COURSE
6925 570 GOLF COURSE CONCESSIONS
6925 575 GOLF COURSE PRO SHOP

SPECIAL PARKS & RECREATION FUND
PARKS & BUILDINGS
6930 571 SWIMMING POOLS
FUN VALLEY rUND
PARKS & BUILDINGS

6991 567  FUN VALLEY
6996 567  FUN VALLEY CONCESSIONS
ANIMAL SHELTER FUND
POLICE DEPARTMENT
7420 700  AMIMAL SHELTER
AIRPORT FUND
PARKS & BUILDINGS
6971 573  AIRPORT
WATER FUND
PUBLIC WORKS
8621 491  WATER PRODUCTION
6624 492  WATER DISTRIBUTION
6625 493  WATER ADMINISTRATION
WASTEWATER TREATMENT FUND
PUBLIC WORKS
6510 494  WASTEWATER TREATMENT PLANT
8520 495  SANITARY SEWER MAINTENANCE
STORM WATER UTILITY FUND
ENGINEERING
7700 496  STORM WATER ADMINISTRATION
PUBLIC WORKS
8530 558  STORM SEWER



The Budget Process

The City of Hutchinson, Kansas was incorporated on August 15, 1872 under the
statutes of the State of Kansas. The City operates under a Modified Mayor-
Council-Manager form of government with the five Council Members elected on a
non-partisan basis. The City provides numerous services to citizens, including
general government, public safety, streets, cultural and recreation, park facilities,
and social services. It aiso operates the water distribution system, the sewer
utility and wastewater treatment plant, the municipal airport, and Carey Park Golf
Course.

Budget Process

Beginning in March each year, the City Manager initiates the preparation phase
of the budget cycle for the ensuing fiscal year by issuing budget instructions to
department directors. The annual budget process is defined by the City Manager
based on Council's overall service strategies and organizational objectives. An
annual budget process is not clearly defined in either the Kansas Code or the
Hutchinson Municipal Code. The fiscal year is from January 1 to December 31.

The department directors prepare budget requests for their individual
departments. These requests are sent to the Finance Department for
compilation. Department directors meet with the City Manager and the Director
of Finance to discuss the individual budget requests. Following several months
of review and revision, the City Manager submits a proposed budget to the City
Council. The budget contains estimates of revenues and expenditures for the
coming year, as well as, re-estimates of revenues and expenditures for the
current year. The six-month preparation process cuiminates in August when the
City Council, following a public hearing, adopts the annual budget and certifies it
to the State of Kansas by August 25. If necessary, the current budget is
amended at this same time. An operating budget, as well as a capital
improvement budget, is approved.

The operating portion of the budget is for the day-to-day costs associated with
providing and maintaining the programs and services noted previously. The City
also prepares a five-year capital improvement plan. The five-year capital
improvement plan is available in a separate document. The capital improvement
portion goes to the construction of infrastructure such as streets, parks, sewer
and water systems, buildings and other public facilities. Each year management
reviews the plan and updates it as necessary. The first year of the plan is
adopted in the annual budget as the Capital Improvement Projects Fund and
Capital improvement Reserve.

The City is required to hold a public hearing on the proposed budget and publish
such notice not less than ten days before such hearing. Following the required
public hearing, the City Council may adopt by resclution the proposed budget.
The budget must then be certified with the Rena County Clerk’s office no later
August 25.
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The amendmenit process is similar to the original certification process. The City
may amend the current year's budget at any time during the fiscal year so iong
as it follows the same pubiic hearing requirements needed for the budget's
original certification and it is filed prior to December 31, the last day of the fiscal
year.

An amendment may be necessary due to events and situations that are
unanticipated and could cause the City's expenditures to exceed the Siate’s iegai
level of control. The mandated legat levei of conirol is referred to as the fund
level. Total expenditures for each individual fund may not exceed the certified
appropriation for each individuai fund. The Finance Deparment continually
monitors the budget to determine the need jor budget amendmenis in order o
refrain from exceeding the legal expendiiure limiis.

The budget is prepared by City staff in accordance with the Budget Calendar as
determined by the City Manager..

Budget Accounting

The City prepares its budget and audited financial statements on the Kansas
cash basis of accounting. The Kansas cash basis accounting recognizes
revenues when cash is received and expenditures when the expenditure has
been incurred or committed to even though it may not yet be paid. This differs
from an accrual basis of accounting, which is the basis prescribed by Generally
Accepted Accounting Principles (GAAP). Accrual accounting recognizes
revenues when they are earned and expenses when they are incurred. The
budget basis, or Kansas cash basis, is applied to all funds for budget and
financial reporting purposes including the comprehensive annual financial report.

The accounts of the City are organized on the basis of funds or account groups,
each of which is considered to be a separate accounting entity. The operations of
each fund are accounted for by providing a separate set of self-balancing
accounts, which are comprised of each fund's assets, liabilities, fund equity,
revenues and expenditures or expenses. The City uses the following funds and
groups of accounts.

Governmental Fund Types

General Fund — The General Fund is the general operating fund of the
City. All general tax receipts and other receipts that are not allocated by
law or contractual agreement to some other fund are accounted for in this
fund. From the fund are paid the general operating disbursements, the
fixed charges and the capital improvement costs that are not paid through
other funds.

Special Revenue Funds — The Special Revenue Fund is utilized to
account for receipts derived from specific sources that are usually required
by law or regulation to be accounted for in separate funds. (E.g. Special
Street, Special Alcohol)
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Debt Service Fund — The Bond and Interest Fund is utilized to account for
the accumulation of resources for, and the payment of general long-term
debt including capital lease obligations, bond principal, interest and related
costs.

Capital Project Funds — The Capital Project Funds are utilized to account
for all resources used in the acquisiton and construction of capital
facilities, with the exception of those that are financed through enterprise
funds.

Proprietary Fund Types

Enterprise Funds — The Enterprise Funds are utilized to finance and
account for all resources used in the acquisition, operation and
maintenance of governmental facilities and services that are supported by
user charges. (E.g. Water Utility.)

Internal Service Funds - The Internal Service Funds are utilized to
account for the financing of goods or services provided by one department
or agency to other departments or agencies of a government, or to other
governments, on a cost-reimbursement basis. (E.g. Risk Management)

Fiduciary Fund Types

Trust and Agency Funds — The Trust and Agency Funds are utilized to
account for monies and properties received and held by the City in a
trustee capacity as an agent for individual, private organizations and other
governmental units and/or other funds. These include expendable trust
funds and agency funds. Expendable trust funds are used to account for
activity in trust funds that were set-up to be used for specific purposes and
are accounted for in essentially the same manner as governmental funds.
Agency funds are custodial in nature (assets equai liabilities) and do not
involve measurement of results of operations. (E.g. Donations).

These fund types are then categorized as budgeted or unbudgeted funds. Funds
are considered budgeted if the City is required to certify their expenditures with
the State of Kansas. The General fund, the bond and interest fund, and the
enterprise funds must be budgeted. Fiduciary funds, internai service funds, and
capital project funds are not required to file a budget and are unbudgeted. The
special revenue funds may be budgeted or unbudgeted depending upon which
section of the State code that they were created under.

i9



Budget Calendar
Fiscal Year 2013

March 7, 2012

Initial staff budget meeting to review fiscal policies and priorities, nresent special
budget issues, distribute budget manuals, and instruct staff on budget
preparation process and schedule.

March 8 — April 13, 2012

Each Department develops budget line items and requests for each activity.
Finance Department develops personnel budgst through consultation with the
Human Resource depariment and sach individua! department.

April 13, 2012
Depaitment directors deliver Excel budget forms to City Manager's office and

Finance Department.

April 24, 2012
City Council retreat i discuss and finalize S-year capital imprecvement program.

April 16 — May 4, 2012

City Manager's office reviews budget requests to determine departmental budget
issues and discussion items; a comprehensive summary of significant budget
issues is prepared for the department meetings. The Finance Department
combines budget requests and prepares financial summaries.

May 7 - 18. 2012
City Manager and Director of Finance meet with each depariment to discuss their
budget requests and submiftals.

May 21 - June 11, 2012
City Manager and Finance Department finalize departmental budget requests
and integrate Capital Improvement and Equipment Replacement programs.

June 12, 2012
City Manager and City Council discuss budget process overview, budget
environment, and preliminary budget issues.

June 26, 2012
Preliminary City budget distributed to City Council.

June 27 - July 31, 2042
City Council meets with City Manager to discuss proposed budget, significant
budget issues, and to incorporate Council policy preferences.

August 7, 2012
City Council approves notice of public hearing on the proposed fiscal year 2013

budget.
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August 8, 2012
Publication of notice of public hearing on the proposed fiscal year 2013 budget.
Line item budget made available for public inspection at city hall and library.

August 21, 2012
Following public hearing, proposed fiscal year 2013 Budget adopted.

August 24, 2012
Adopted budget certified with Reno County Clerk.

October 1, 2012
Amended and adopted budgets distributed to department directors.

January 1, 2013
New fiscal year begins.
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Long Range and Strategic Pianning Processes

City Manager

Naowntown Hutchinson Economic Enhancement Strategy — This document
presents the community’s vision for Downtown Hutchinson as weli as the findings
of a market analysis. The Economic Enhancement Strategy was specifically
crafied to strengthen Downtown Hutchinson and to guide its future development.

Downtown Streetscape Master Plan — This plan was created to help the City most
effectively develop a physical streetscape plan which supporis the Economic
Enhancement Strategy and brings excitement io the use and future of downtown.

Finance Department

Five-Year Capital Improvement Program — This document is compiled and
updated annually listing anticipated capital improvement projects for the City
over the next five years, the year of their construction, and the anticipated
funding sources to be used. A program summary is included in the annual budget
document, with the first year of the program incorporated into the adopted
budget.

Five-Year Municipal Equipment Replacement Program — This document is
compiled annually listing the anticipated replacement schedules for capital
equipment over the next five years. The five-vear schedule is included in the
annual budget document with the first year of the program incorporated into the
adopted budget.

Planning & Community Development

Comprehensive Plan — This plan encompasses all aspects of the City to provide
direction and guidance for growth and development within and around the City.
Specific plans have been developed to provide a more detailed focus on certain
areas within the City such as the Airport Master Plan. The comprehensive planis
updated approximately every ten years.

Housing Task Force Strategic Plan — The Housing Task Force developed this long-
term strategic plan for the purpose of addressing the City’s needs in housing
including the lack of available, guality housing and the deterioration of aging
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housing stock. The Housing Task Force prioritized the plan’s recommendations
into six priority strategies. The strategies inciude the addition of a Housing
Program Manager and a Housing Trust fund. Several of the plan’s
recommendations have been completed, and the City is still in the process of
implementing the remaining Task Force recommendations.

Historic Preservation Plan - This is the five year strategic plan for the City of
Hutchinson Landmarks Commission. This document is intended to identify and
establish those priority items to be accomplished in the upcoming five years. The
items listed are not intended to be limiting, nor ail inclusive. The Landmarks
Commission has the authority to revise the plan as needed. This document is also
intended to be reviewed and adjusted at the end of each year.

Community Improvements Commission Strategic Plan — This plan was produced
by the Community improvements Commission to develop fuiure strategies, goals,
and action plans for the commission that will improve the look of cur community
and our neighborhoods.

Engineering
Storm water Management Plan — The storm water management plan that is a

five-year plan designed to reduce the discharge of pollutants from the community
in order to protect water quality and satisfy water quality requirements of the
Clean Water Act. The City's plan includes goals and steps for public education,
public involvement, illicit discharge detection and elimination, erosion and
sediments control from construction, post construction runoff control, and good
housekeeping and pollution prevention from municipal operations.

Five-Year Street Reconstruction Plan — This plan was produced in conjunction with
the % cent sales tax referendum to plan the future use of a portion of the sales
tax revenue. This plan outlines the locations for major arterial reconstruction
over the next five years, which is integrated into the five-year capital
improvemeht program.

Parks & Facilities

Airport Master Plan — This plan is updated periodically to evaluate the airport's
future capabilities and future aviation demand in order to plan for the timely
development of new or expanded facilities that may be required to meet that
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demand. The plan alsc establishes systematic proactive guidelines for the
airport's overall maintenance, development, and operation.

Hike/Bike Trail Master Plan — The trail plan was produced to provide iong-term
guidance for the location and consiruction of walking trails throughout the City.
This plan assists with the application for related grants and the timing of
consiruction of trail sections so that the trails grow and connect in a way that s
mast beneficia! to the public.

==k and Recreation Master Plan — This plan was developed in partnership with
the Hutchinson Recreation Commission to guide future long term planning and
operational decisions for the two departments. The process analyzed public input
to identify opportunities for parks and recreational program growth or efficiencies
within the community.

Zoo Master Plan — This plan is a guideline for the improvement and maintenance
of the Huichinson Zoo. The master plan also includes a number of renovations to
several existing exhibits, the addition of more interactive play areas for children
and adults, and plans for new exhibits.

Carey Park Golf Course Master Plan — The golf course master plan was developed
to provide for a long-term plan for the improvement of the golf course including
irrigation, hazard features, tee box locations, and all of the buildings and
amenities of the municipal golf course. These plans are being staged in every few
years through an annual allocation to the Capital Improvement Reserve.

43" Avenue Park Master Plan — A long-term plan was drawn up to phase the
development of a 72 acre park at the intersection of 43" Avenue and K-61.
Through a generous contribution by a private donor, phase | of the planis
expected to be implemented in fiscal year 2013.
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HUTCHINSON CITY COUNCIL POLICY ~3

SUBJECT: OPERATING FUND BUDGETS
DATE: March 1, 2010

PURPOSE: To provide full value for each tax dollar by delivering quality
services efficiently and on a cost-effective basis; to preserve our
quality of life by providing and maintaining adequate financial
resources necessary to sustain a sufficient level of municipal
services, and to respond to changes in the economy, the pricrities of
governmental and nongovernmental entities, and catastrophic
events that may affect our financial well-being; to maintain a
strong credit rating in the financial community.

PCLICY: Itis the policy of the City of Hutchinson to adhere to the following operating
budget statements:

1. Annual budgets shall be adopted for the General Fund, Special
Revenue Funds, Debt Service Fund, Internal Service Funds, Capital
Funds, and Enterprise Funds. Where feasible, multi-year operating
budgets shall be prepared to facilitate financial planning.

2. Annual budgets for the General, Waterworks, Sewer, and Debt
Service Funds shall be adopted on a balanced basis, where current
operating revenues (estimated revenues) are used to fund current
operating expenditures {appropriations). Current operating revenues
shall include taxes, franchise fees, user fees, licenses and permits,
fines and forfeitures, revenues from other sources, recreation and
concessions, central garage, reimbursements for services provided,
and transfers for recurring operating expenses. Current operating
revenues do not include one-time transfers, restricted reserves, or
unreserved fund balance. Current operating expenditures shall
include expenditures for debt service, personal services, contractual
services, commodities, non-capital equipment, and non-capital
improvements. Current operating expenditures do not include
expenditures for capital equipment, capital improvements,
emergencies, or unexpected events.

3. Should a budget not meet the balance requirements of paragraph 2,
decisions shall be made to bring the budget into compliance the
following fiscal year. At no time shall the budget remain out of
palance for longer than three fiscal years.

4. One-time revenues that are not required by law or contractuali
agreement to be expended for a specific purpose shall only be used
to fund capital or emergency expenditures in the adopted budget or as
part of an approved recovery plan to bring a deficient fund reserve
back into compliance with the fund balance policy. One-time revenues
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include, but are not limited to, procesds from the sale of property and
oiher assets, governmental aid that is not regularly received and is
unlikely to recur on a regular basis, major gifts or donations, major
insurance recoveries, and transfers from or reduced reimbursements
to a special revenue fund for the explicit purpose of reducing the fund
ievel to comply with ihe fund baiance policy.

The City Manager may at any time during the fiscal year transfer part
or all of any available appropriation balance among programs Ci
accounts within any fund allowed by law. The City Council may, by
reanlution, transfer part or all of any availahle approgriation balance
among Programs or accounts within and/or between any funds
allowed by law.

Nc appropriation for debt service may be red uced or transferred, and
no appropriation may be reduced below any amount required by law
io he appropriated or by more than the amount of the available
balance thereof.

Neither debt nor bond financing shall be used to finance current
operating expendifures.



HUTCHINSON CITY COUNCIL POLICY - 4

SUBJECT: UNRESERVED FUND BALANCES

DATE: March 1, 2010

PURPOSE: Unreserved fund balances are important for the financial health of
the City of Hutchinson. Some of the reasons to maintain such
balances are listed below:

1.

Cash flow for the continuation of municipal services from one fiscal
year to the next without interruption. The City’s expenses do not
stop with the change from one budget year to the next. The City
must have adequate cash reserves to carry over from one year to
the next so that services are not interrupted until new revenues
arrive.

The mitigation of risks. Whether affected by economic slowdown or
catastrophic weather events, the City may find itself in need of cash
reserves to face either substantial revenue shortfalls or
unanticipated expenditures. Adequate cash reserves will help
reduce the need fo issue debt to meet the extraordinary financial
needs of the City.

Evidence of financial stability and credit worthiness. When the City
must issue debt, rating agencies and bond holders look to the
adequacy and management of unreserved fund balance in the
General Fund to ascertain the City’s financial health and its capacity
to repay the debt. This analysis directly impacts the City's bond
rating and interest rates on bonds to be issued.

Cash for unforeseen opportunities. On occasion, the City has
opportunities to take advantage of special purchases or to retain or
increase jobs in the community, but needs to have the available
cash to complete the transaction.

. Property tax and utility rate stability. Unreserved fund balances may

be used to stabilize property tax and utility rates as swings in the
economy effect more elastic revenues, such as sales tax. Adequate
fund balances allow the City to withstand many brief economic
downturns without raising the mili levy or utility rates to offset other
losses of revenue.

The level of unreserved fund balances should be determined after an
analysis of the economic circumstances leading to the possible use of
balances. These circumstances may include, but not be limited to the
amount of available cash from other City funds, the level of risk for revenue
shortfalls and/or unanticipated expenditures faced by the City, the overall

financing, and the frequency of tax disbursements from the State.
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DEFINITIONS:
Cash Balance — The sum of cash and investments of an accounting fund.

Unreserved Eund Balance — The portion of net assets of an accounting fund that is not
legz!ly restricted or athenwise committed by the geverning body for future use.

General Fund — The City's primary operating fund that accounts for City services not
otherwise specified in a separate fund.

Special Revenue Funds — Accounts for proceeds of designated revenue sources used
to finance specified activities as required by law or administration.

Debt Service Fund — Accounts for proceeds of designatea revenue sources used tc
finance general obligation debt.

Internal Service Funds — Accounts for the financing and administration of general
services provided to various departments of the City.

Capital Funds — Accounts for capital improvements and capital equipment financed from
general obligation bonds, special revenue funds, enterprise funds, general fund, and
grants.

Enterprise Funds — Accaunts for activities for which & fee is charged to external users
for goods and services.

POLICY: It is the policy of the City of Huichinson to adhere to the following fund
balance statements:
1 Minimum unreserved fund balances shall be maintained at the end of each fiscal
year commensurate with the levels described in the table below:

FUND UNRESTIRCTED FUND BALANCE

General Fund $2,000,000 for mitigation of risk due to natural disaster;

+ $2.000,000 for tax stabilization during economic decline,
+ one month previous year operating expense for working
capital.

Special Revenue An amount equal to 8.3% of current year original or revised
Fund: Refuse budget expenditures for new fiscal year working capital (one
month).

Debt Service Fund | An amount adequate to cover budgeted interest payments in
first quarter of following year + unforeseen fees.

internal Service 3 x highest claims expenditures in the last 3 years.
Fund:
Risk Management
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Internal Service 3 x highest set