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marketing, product development and advocacy programs while positively impacting the employment and investment in the local
economy.

Henderson County has a labor force of approximately 56,000. Unemployment in Henderson County was 3.4 % in June 2024, up 0.4%
from the year prior. North Carolina is a right-to-work state and is the number two least unionized state in the nation.

Long-term Financial Planning

The City of Hendersonville prepares a ten-year Capital Improvement Plan (CIP) to function as a planning tool for capital improvements
and major capital equipment purchases. The CIP represents a multi-year forecast of the capital needs but only the current year schedule
is adopted annually by the City Council and becomes part of the operating budget. The CIP not only identifies capital projects but also
the financing required for the projects and their impact on the operating budget. Capital projects differ from annual operating expenses
in that they involve large dollar amounts, often require special financing, occur at irregular intervals, and involve development of assets
expected to last several years. Future forecast in the CIP serves the City by helping plan for capital repairs, replacements, and
acquisitions, which aides in financial planning to ensure the City’s fiscal health and credit. The capital improvement program for the
water and sewer system is reviewed annually during the budget process to determine the system’s capital needs.

Relevant Financial Policies

The Hendersonville City Council supports fiscal policies and controls that ensure the long-term financial health of the City and enable
it to respond to unforeseen challenges and opportunities. The City has implemented policies and practices to promote responsible
management of public resources to ensure efficient and effective delivery of quality services.

The City Council has adopted an Investment and Cash Management Policy to provide parameters within which the City’s funds should
be managed to provide for sound, efficient and professional investments to achieve primary objectives, in order of importance, of safety
of principal, liquidity for operations and return on investment. The policy follows best practices of the Government Finance Officers
Association and incorporates the NC State Statue G.S. 159-30 Investment of Idle Funds.

The City of Hendersonville’s budget process, as with other municipalities, is regulated by North Carolina General Statute 159, Article
3-The Local Government Budget and Fiscal Control Act. This comprehensive set of financial policies dictates what a municipality can
and cannot do during the course of the budgeting period which typically runs from July 1 to June 30 of the following year.

The City follows the purchasing procedures as required by NC state statutes and Federal Uniform Guidance when required. The City
has additionally adopted a Purchasing Policy which through competitive pricing, planning and efficient procurement, strives to secure
the lowest, most responsible cost for the City in order to provide our citizens and customers with the quality services that they expect.

The City established an Available Fund Balance policy with a goal that available fund balance for the General Fund be at a minimum
of 25% of the City’s expenditure group as determined by the Local Government Commission. The City is classified by the LGC as a
municipality with General Fund expenditures above $10,000,000. The City will adjust these goals as appropriate based upon the
recommendation from the LGC, modifications in North Carolina law, and potential changes in the City’s financial outlook.

The City of Hendersonville recognizes the importance of protecting the City, its taxpayers, its employees, and its assets against financial
risks, operational breaches and unethical activities. Therefore, City Council adopted a Fraud and Whistleblower Policy to establish
guidelines to enforce controls to aid in the prevention and detection of fraud and for responding to allegations of embezzlement, theft,
misappropriations of public funds or property, and other types of fraud related to the business of the City of Hendersonville.

Governmental Initiatives and Projects

Sound infrastructure is one of the top priorities of the City. A major goal for the City of Hendersonville is to construct and maintain
efficient and accessible roadway, sidewalk, and greenway systems to extend internal and regional connectivity. As an element of this
goal, street maintenance continues to be a high priority as City Council again committed one cent of the property tax to be allocated to
the expenditure budget for street resurfacing in addition to the amounts received from the state for street repairs and maintenance. The
Clear Creek Greenway Project has started, and the City is pursuing a greenway project entitled “Above the Mud” that could connect the
Ecusta Trail to the Oklawaha Greenway and 7th Avenue. The Ecusta Trail is a 19.4 mile greenway along an unused rail corridor that
runs from Hendersonville to Brevard.

During the fiscal year the work was continued on streetscape improvements of the Historic Seventh Avenue District. This project is
nearing completion and is an investment in pedestrian, water, sewer and stormwater infrastructure, lighting and landscaping in the
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business district. It aims to improve walkability, improve connections to the Main Street Municipal Service District, and highlight the
character of the historic district.

The City’s construction of a new fire station was substantially complete at year-end. Following a space study and building assessment,
it was determined that Fire Station One was no longer adequate for the growing Hendersonville Fire Department. Following demolition
of the old fire station, the new fire station was constructed in its space. The new fire station is nearly double in size at approximately
19,750 square feet. The station includes a one-story portion to house three companies and their Battalion Chiefs along with corresponding
living quarters, kitchen, restroom and shower facilities. Apparatus bays with attached turnout gear storage and decon areas will allow
access to both Main Street and Church Street. A two-story portion of the building will house the administrative offices, life safety
division, and training room for the Fire Department.

Construction on the new mini golf facility at Edwards Park was completed this fiscal year. Mini golf is the primary feature of the new
Edwards Park. In addition to the mini golf, a new concession stand, pavilion, and playground have been added. The City exchanged
property with the Henderson County School Board to build the new mini golf facility and park.

Water & Sewer Initiatives and Projects

The City of Hendersonville provides high quality water services to approximately 78,000 people and wastewater services to
approximately 21,000 while protecting natural resources and ensuring capacity for sustainable growth. The system also operates and
maintains over 653 miles of water mains (ranging in size from 2-inches to 24-inches), 60 water pumping stations, 32 water storage tanks
(ranging in size from 80,000-gallons to 5,000,000-gallons), over 200 miles of sewer mains (ranging in size from 3-inches to 42-inches)
and 31 sewer pumping stations.

Several major construction projects were started, continued, or completed during the fiscal year ended June 30, 2024, including the
following:

French Broad River Raw Water Intake construction is nearing completion. The City has determined that Mills River tends to be more
drought sensitive than the larger French Broad River. The purpose of this project is to design, permit, and construct a new raw water
intake and pump station along the French Broad River to increase the redundancy, resiliency, and reliability of source water for the
Water Treatment Plant during drought conditions and other water supply needs, and eliminate water scarcity concerns currently
experienced during drought conditions. This new intake will have an initial firm pumping capacity of 12 MGD with expansion to 21
MGD. The new pump station will discharge into the existing 30-inch raw water line which extends from the intake site to the
Water Treatment Plant.

The Etowah Water System Improvement project was completed this fiscal year. This project included the installation of approximately
14,800-ft. of 12 and 8-inch water mains, a 500,000-gallon ground level water storage tank, construction of a booster pumping station
and access road. It also included demolition of an existing elevated water storage tank and three existing booster pumping stations. This
new pump station will lift water up to the 500,000-gallon storage tank to be located on Little Mountain off of Drexel Rd.

The City of Hendersonville’s existing water and sewer infrastructure in the Ashe Street Neighborhood and 4th Ave area is aging and in
need of replacement. City forces spend significant resources maintaining this aging infrastructure. This area of downtown
Hendersonville is ripe with commercial and residential revitalization with existing water and sewer infrastructure installed in the 1920s.
To stimulate the revitalization of these districts, the City of Hendersonville has planned future streetscape/roadway projects. Through a
variety of construction methods, this project will replace or rehabilitate existing water and sewer infrastructure.

The Wastewater Treatment Ultraviolet (UV) Disinfection Improvements project consists of the replacement of aging UV disinfection
equipment nearing the end of its useful life at the City's Wastewater Treatment Facility (WWTF). UV disinfection is the final stage of
the treatment process where wastewater is disinfected before being discharged into Mud Creek. The project will consist of an additional
concrete disinfection channel and new UV equipment to provide redundancy and additional capacity within this stage of the treatment
process. In addition, the newer UV equipment is much more energy-efficient, saving the City an estimated $70,000 per year through
reduced electrical costs at the WWTF.

The Wastewater Treatment Biosolids Thermal Dryer will produce a high-quality, nutrient-rich biosolid product produced from the
wastewater treatment process that will be beneficially re-used as a fertilizer or soil amendment. The project will reduce current
operational costs for treatment solids disposal and reduce the City’s vulnerability from relying on private haulers and landfill for disposal
of treatment solids. In addition, the project includes a rooftop photovoltaic solar energy stem that will generally offset the new
equipment’s electrical demands by 70%-100%.
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Stormwater Initiatives and Projects

The City of Hendersonville is a federally designated National Pollutant Discharge Elimination System (NPDES) Phase 11 community
and operates under the authority of the Stormwater Management Program which became effective in August of 2007 after being drafted
into the city's Code of Ordinances and operates as a division of the Engineering Department. NPDES Phase 11 is a federal and state
mandated program under the Clean Water Act to address non-point source pollution or stormwater runoff. The City's NPDES Permit
consists of six management areas that reduce stormwater pollution and assures clean water is maintained in our city's water bodies:

e  Public Outreach and Education

e  Public Involvement

e Illicit Discharge Detection and Elimination

o  Construction Site Runoff Control

e  Post-Construction Runoff Control

e  Pollution Prevention and Good Housekeeping

The Lower Mud Creek Project began planning and design. The project will provide stream restoration, along Mud Creek, 8.5 acres of
wetland restoration, and an additional 9.2 acres of riparian floodplain restoration to provide ecological enhancement and stormwater
treatment and implementation of complimentary flood reduction activities and additional land acquisition to further improve climate
resiliency and stormwater management in the flood prone and impaired Mud Creek and Johnson Ditch watersheds. The project will be
funded by federal and state grants.

Awards and Acknowledgments

The Government Finance Officers Association (GFOA) of the United States and Canada awarded a Certificate of Achievement for
Excellence in Financial Reporting to the City of Hendersonville for its Comprehensive Annual Financial Report for the Fiscal Year
Ended June 30, 2023. This was the 34th consecutive year the City of Hendersonville received this prestigious award. In order to be
awarded a Certificate of Achievement, a government unit must publish an easily readable and efficiently organized comprehensive
annual financial report. Such reports must satisfy both generally accepted accounting principles and applicable legal requirements, A
Certificate of Achievement is valid for a period of one year only, We believe our current report continues to conform to the Certificate
of Achievement Program requirements, and we are submitting it to GFOA for review.

The preparation of the Annual Comprehensive Financial Report could not have been possible without the combined effort of Gould
Killian CPA Group and the staff of the Hendersonville Finance and City Administration Departments, Credit must also be given to the
Mayor, City Council, City Manager and Assistant City Manager for their unfailing support for maintaining the highest standards of
professionalism in the management of the City of Hendersonville.

Sincerely,

Krystal Powell, CLGFO
Interim Finance Director
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