STATE OF KANSAS )
WYANDOTTE COUNTY ) SS SPECIAL SESSION, MONDAY, JULY 10, 2017
CITY OF KANSAS CITY, KS)

The Unified Government Commission of Wyandotte County/Kansas City, Kansas, met
in Special Session, Monday, July 10, 2017, with eleven members present: Bynum,
Commissioner At-Large First District; Walker, Commissioner At-Large Second District;
Townsend, Commissioner First District; McKiernan, Commissioner Second District; Murguia,
Commissioner Third District; Johnson, Commissioner Fourth District; Kane, Commissioner
Fifth District; Markley, Commissioner Sixth District; Walters, Commissioner Seventh District;
Philbrook, Commissioner Eighth District; and Holland, Mayor/CEO, presiding. The following
officials were also in attendance: Doug Bach, County Administrator; Ken Moore, Chief Legal
Counsel; Gordon Criswell, Melissa Sieben and Joe Connor; Assistant County Administrators;
Carol Godsil, Deputy Unified Government Clerk; Jeff Fisher, Executive Director of Public
Works; Kathleen VonAchen, Chief Financial Officer; Debbie Jonscher, Deputy Finance
Director; Reginald Lindsey, Budget Manager; Budget Staff, Emerick Cross, Commission
Liaison; Mike Taylor, Public Relations Director; Mike Tobin, Deputy Director of Public Works;
Maureen Mahoney, Asst. to Mayor/Chief of Staff; and Officer Doug Bailey, Sergeant-at-Arms.

MAYOR HOLLAND called the meeting to order.

Mayor Holland said this is our first budget hearing. We had the presentation last Thursday and
for the next couple of Mondays and Thursdays we have a series of budget hearings. This is our
first workshop. I will ask the Clerk to announce the meeting and call the roll and then I will give

some background.

ROLL CALL: Murguia, Johnson, Kane, Markley, Walters, Philbrook, Bynum, Walker,

Townsend, McKiernan, Holland.

NOTICE OF SPECIAL MEETING of the Unified Government of Wyandotte County/Kansas
City, Kansas, to be held Monday, July 10, 2017, immediately following the NCD Standing



Committee meeting for a Budget Workshop to be held in the 5% floor conference room of the

Municipal Office Building. (The meeting started at 5:10 p.m.)

CONSENT TO MEETING of the governing body of Wyandotte County/Kansas City, Kansas,
accepting service of the foregoing notice, waiving all and any irregularities in such service and in
such notice, and consent and agree that we, the governing body, shall meet at the time and place

therein specified and for the purpose therein stated.

Revenue Review &

Setting MaximumMill Le v

Mayor Holland said the agenda has been passed out. You will note on the agenda that all of the
items that the commissioners have requested for topics have been filtered through here. There
are a couple of reasons for the order. One is staff time to make sure they have time to make
adequate presentation on each topic. We’ve tried to scatter them based on perceived workload
for our staff, but also to balance the meetings. We have left the last two pretty open so if we
need to add more topics as we go, we do have space. We frontloaded them with the requests and

we will work our way through those.
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BUDGET WORKSHOR
Juny 10, 2017 - 5PM
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We have tonight, you can see at the top, and then under Future Workshops July 13, July 17, July
20, 24 and 27 so a lot of topics to be covered. We’re going to start with an overview and then
the one item—for our Special Sessions and our Workshops as you know we don’t do motions
and votes during Special Sessions. They have to be published ahead of time. We do have one
published vote tonight that has already been noticed up to the public and the Commission and
that is to set the maximum mill levy and we will talk through that tonight, but that’s our first

order of discussion and then we will move into the rest of the topics.

Doug Bach, County Administrator, said the first order of business really was just to cover the
agenda. The Mayor has done a good job of walking through that and so as he noted we have
each day laid out here and then some open time for additional discussions that will come up as
we go along. Tonight’s emphasis is really one to make sure the questions that were asked
regarding the numbers in the budget, how we pulled everything together, how that impacts the
taxpayer within the community both from a residential and commercial perspective, where we go
in terms of the Fund Balance at the end of the day, how we’re doing things regarding STAR
Bonds, and really some of the broader questions; some of the discussion about the overall mill

rate. We wanted to make sure we had the discussion on those items tonight and that way if there
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was some change in direction or anything as we move forward we would have a good
understanding from where we’re going in that direction.

Also, as the Mayor said, also setting a maximum mill levy but as you all recall that’s
just one that says this is as high as you go. You can always bring it down from that point, but
this allows us to get it published and then we can move forward and stay on track as we would
like to through this month.

I would like to start with our Budget Director Reginald Lindsey and have him do as he
usually does kind of walk through the budget book as it was presented to you and he is going to
touch with you highlights as we go through it and give you an opportunity to ask any questions if
there is anything that has come up about the ordering of the budget or document as you’ve had it

since last week.

Reginald Lindsey, Budget Manager, said we’re going to step through the budget document.
The budget document is available online at the Unified Government website; it’s also available
on our interactive financial site OpenGov. There is a PDF out there on OpenGov and also you
can interact with the budget on OpenGov. Also, there are hard copies in all our local libraries

within Wyandotte County.
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The first part of the budget document is the Table of Contents which will kind of lay out
everything that’s in the budget document for you.
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The next section we have the County Administrator’s Message. There you can find the message

as it went out last Thursday when the budget was presented.
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Also, you can find the budget presentation that was in a PowerPoint form.
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There is also the Commissions’ Vision, Values & Goals.
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Also this is a view of the Org chart. There is one internally for staff and then there is one for

elected and appointed officials.
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We also have the Community Profile which gives the history of Wyandotte County/Kansas City,
Kansas. It kind of tells what the form of government is, also the major services provided by the

Unified Government and also community characteristics.
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In the Budget Overview section we have information such as the budget calendar, budget policy

and also the different steps we take to go through a budget process yearly.
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Then we have the Financial Overview which provides the Notice of Public Hearing for our

different funds that goes out to the Echo and also other means of communicating with the public.
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We also have Expenditure by Fund & Mill Levies. It shows the budget for 2017 Amended
Budget along with the Mill Levies and then also the 2018 Proposed Budget along with the Mill
Levies. These here are the Tax Levy Funds and here are Other Funds.
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This right here is a view of the General Funds. This is the General Fund page. It looks like last

year in the budget document.
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We recently got new budget software called Questica that allowed us to update our budget
financial pages and this is what the updated budget page looks like. The former page was
produced all in Excel. This page right here shoots straight out of our new budget software.
Within our department Jud Knapp walked really hard on this particular fund statement making it

really efficient and effective.

]
SHE
2 A
N E*:’
.y @
o (m]
NN
NIEI'®
5 o)
=35 &

DEPARTMENT

EXPENDITURE

BUDGETS

The next section that we have is Department Expenditure Budgets.
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We also have a new page here that is part of our new budget software. It’s a new addition that
the budget staff also worked on and it kind of breaks out each section within the budget
document. For instance, here we have Community Services and we have a pie chart for
Community Services showing how much of a percentage it is of the total budget and then also
we break it down a little more where Community Services we show each department within this
section of the budget document. Again, this is a new addition that we were allowed to do with

our new budget software that we recently put in place.
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Unified Governmant of Wyandofie County/Mansas City, Kansos

2017 Amended and 2058 Dporating Budget
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Also, within the Department Budget section we have narratives to give you highlights of the

departments and what they plan on accomplishing in the upcoming year and what they have

already accomplished.
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Here is another new document that we have in the budget document. We always had a financial
page and we added a little color to it and kind of highlighted the years that we’re concentrating
on which are our Amended and Proposed. Also, down at the bottom of the page we kind of
concentrated to show what’s new in this particular department’s budget. Each department, if
they have something new in their budget as far as operating budget wise, it will show up down at

the bottom of the page here.

"

PROPOSED BUDGET

-

UNIFIED GOVERNMENT

el
oy

2017 - 2018

r—

CAPITAL MAINTENANCE
IMPROVEMENT PROGRAM (CMIP)
PoLicy & HIGHLIGHTS

Our next section within the budget document is Capital section and here we concentrate on the

policies within the CMIP.
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UNIFIED GOVERNMENT
2047 - 2022 Proposed Capital Maintenance Improvement Program (CMIP)
CASH FINANCED PROJECTS
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12017 - 2018

—

UNIFIED GOVERNMENT

PROPOSED BUDGET

GRANT INVENTORY
$14,899,901

The next section is our Grant Inventory which kind of breaks our grants into state funded, fairly

funded, a combination of both state and fairly funded and also private grants.
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UNIFIED GOVERNMENT

2017 - 2018

PROPOSED BUDGET

APPENDIX

A. FINANCIAL POLICIES
B. POSITION INVENTORY
C. EMPLOYER PAID BENEFITS

Our Appendix goes through our Financial Policies, Position Inventory and our Employer Paid

Benefits.
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Here is a view of our Position Inventory. It’s broken down by full-time equivalents so each

department you can see what their full-time equivalents are and the type of positions they have.
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Then we also have another view of full-time equivalents which is by fund which we talk about a
lot as far as the Tax Levy Fund, Special Revenue Funds. This breaks it down and shows like

how many FTEs are in each fund.
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This document right here breaks down how much the Unified Government pays for its Employer
Paid Benefits. You can see what we had in the budget for the Approved Budget in 2017 and
2017 Amended Budget and then also the 2018 Budget. One of the things we see here it kind of
shows where Health Insurance is going up 14% from 2017 to 2018 and we can see that here.
Most everything else kind of stayed pretty much static but the health insurance jumped up 14%.

Any questions on the budget document?
Mr. Bach said everyone probably has questions about what’s within it in the contents but that’s

the ordering it is. If there are any questions about how it’s put together or where anything is

located, please don’t hesitate to ask so we can direct you to that as soon as we can.
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2018 Tax Rate (Maximum Mill Levy)

Recommendation
Administrator's for Adoption
2017 2018 Proposed 2018 Maximum
Mill Lewvy Mill Lewy Mill Levy
Kanzas City, Kansas 41.875 39.875 39.875
Wyandotte County 38.813 38.813 38.813
Self-5upporting Municipal Improvement
Dristrict 12.500 12.500 12.500
Wyandotte County Library 6.059 6.059 6.059

Motions to set the Maximum Mill Lewy:
1. Motion to set the Maximum mill levy for the City of Kansas City, Kansasat: 39.875 mills

2. Motion to set the Maxdmum mill levy for Wyandotte County at: 33813 mills

3. Motion to set the Maxamum mill levy for the Self-Supporting Municipal Impravement
District at: 12.500 mills

4. Motion to set the Maximum mill levy for the Wyandotte County Library at. &.0585 mills

The next item for the workshop this evening is the discussion regarding the Maximum Mill
Levy. The maximum mill levy which I presented in the proposed budget sets forth a mill rate for
the City of Kansas City, Kansas at 39.875 mills which is 2 mills less than what is approved in
2017 and then the County at 38.813 which is the same mill rate that was adopted for this year.
The SSMID District sets out the same of where it’s been and then the Library stays constant at its
mill rate.

I’m recommending that you establish that as the maximum mill rate. I believe this
budget contains what needs to be so unless there are other items you wanted to add to it over and
above this mill rate I think that can establish where we’re at from a maximum. As noted, you

can always lower the mill rate as you go through this process over the next month.

Commissioner Walker said as I read the Charter the Commissions primary and virtually sole
responsibility is to adopt a budget, establish what the taxing rates will be. I will express that I
am personally and as a commissioner not satisfied with a simple 2 mill reduction. I understand
the idea that this is a maximum mill levy and that we can always reduce it, but I think—my
opinion is that we need to send a message that we’re going to reduce. The people of this

community deserve tax reduction. They have been promised it for I don’t know how many
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years. Maybe we can go at it a number of different ways but to my way of thinking we have
more revenue than we had the previous year with a 2 mill reduction, what $13M more, $15?
Mayor Holland said not over the entire budget including our Enterprise Fund. That’s not all in
our taxing. Commissioner Walker said we are spending more than we spent in previous years
and at the same time we’re reducing 2 mills which for most people is an insignificant amount of
money quite candidly.

I feel that our maximum mill levy on the City side should be at least 7 mills lower.
That is a total of 7, 5 more than the proposal of 2 and that the County should see a smaller
reduction of 1 or 2 mills. If we don’t make ourselves do it, you’re never going to do it. It’s
about what the people out there in the community expect. They just got clobbered by the State
with higher income taxes. I admit that the State Legislature was in a difficult position of trying
to balance a budget. They had to do something but the bottom line is people are still going to
end up paying more. I think we ought to be able to forego at least 7 mills on top of—well 5
more than what’s been proposed because I don’t see anything in here where we’re making any
supreme sacrifices thus far and that’s where I’'m going to stand on this. If you want to call it a

motion, I’ll call it motion.

Mayor Holland said I want to say I think we need to—I would like to follow the
Administrator’s recommendation. We need to walk through this budget document. We’ve got
raises on the table for all of our employee at 2% that’s at $3M. We take 5 more mills out—
unless we’re going to reduce the number of employees—80% of our costs are personnel and
unless we’re going to reduce the number of employees and I will remind us that 60% of our
employees are Public Safety. Unless we’re going to take out the raises for our employees—we
have almost $4M in increases in our cost of health insurance that we have no control over,
almost $4M additional and those two alone, the cost-of-living increase for our staff is desperately
needed and the health insurance increase; those alone represent almost $7M, that’s 7 mills right
there. That’s with asking all of our departments to take a 2.5% decrease already so if we’re
going to take people out of positions, if we’re going to reduce staffing significantly to
accommodate an additional thing, I think we need to do that over the course of these sessions and
not tonight. If we decide we can’t reach the 7 mill goal, then we have to completely republish

and start our budgeting process over and we’re under constraints by the State of Kansas about
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how we do that. I think setting the maximum mill levy at the Administrator’s recommended
level is the wise move today and then we have several weeks, Commissioner, to address how and
where we would remove an additional 5 mills if that’s what we want to do. I don’t think we can

do that tonight without predetermining that we’re going to cut staffing.

Commissioner Walker said, Mayor, I respect your opinion, but I’'m making a motion and if |
don’t get a second, I don’t get a second. This is where we make a motion. You’ve made your

argument, it’s a cogent argument, and I respect you for doing it.

Action: Commissioner Walker made a motion that we reduce the mill levy by 7 mills on

the City side and one mill on the County side.

Mayor Holland said I do not hear a second. That motion dies for lack of a second.

Mayor Holland asked is there any further discussion—Iet’s stay on the Kansas City, Kansas
portion, on the City portion. We have to do four different motions. Is there a motion or a
comment on the City? Commissioner Murguia said I have a question in regard to
Commissioner Walker’s comments. Commissioner Walker, is your motion just directly to
reduce the mill levy by 7 mills or since we’re setting the maximum mill levy, are you saying you
want to set that maximum mill levy tonight 7 mills lower than it is today? Commissioner
Walker said well 7 total mills, 5 more than what the Administrator has proposed in his budget.
Commissioner Murguia said even if there is no second to Commissioner Walker’s motion, if
we set the maximum mill levy at what it’s at right now with the two mill reduction, as we go
through this budget process and we can find 7 mills to reduce, we can do that at the final hearing,
correct? Mayor Holland said we can go down; we cannot go back up without republishing and
getting us off of schedule for our budget. Commissioner Murguia said alright, I would then
just make a statement in regard to Commissioner Walker’s statement. [ agree, Commissioner
Walker, that I think our constituents deserve a significant property tax reduction but for me it’s
premature to lock ourselves into a 7 mill reduction this evening without hearing our staff and our
Administrator’s recommendations on the budget. I just know from the 10 plus years I’ve been

on the Commission at the end of the Administrator’s proposal he has never been left with extra
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money, he has always been asked to find additional money to do additional projects. We
collectively as a Commission, if that’s what the focus is, I know it will be my focus and it sounds
like Commissioner Walker’s focus, we all need to keep that in mind when the public steps
forward with special interest projects they could be very good projects, but we need to keep in
mind what the priority is. If you’re not willing to make focus on reduction during this budget
and only willing to focus on spending more money on additional programs or even keeping it the
same, we’re not going to get there. [ will do my best to remind people in the most respectful
manner as we go through the budget, myself included, that we can’t lower the mill levy if we
aren’t going to find—it’s approximately 1 mill for $1M—Mayor Holland said approximately.
Commissioner Murguia said if we can’t find $7M to take out of the budget, then I don’t see
how we have a balanced budget.

I would also say I think, Mayor, you just said that 80—am I interrupting this right, 80%
of our taxes is spent on employees, correct? Mayor Holland said that’s right. Commissioner
Murguia said the money will bring 80% so what that leaves us, correct me if I’'m wrong on this
Administrator’s Bach; that leaves us 20% for supplies and materials, is that right? Mr. Bach
said yes. Commissioner Murguia said I appreciate everything that our staff does, but what I’'m
concerned about is that what can we actually do in our county, what can we actually see, how
many roads can we lay, how much curb and sidewalk can we put in, how many sewers can we
improve, how many buildings can we improve with 20% of our total budget. I’ll just leave it at
that. To me that’s a pretty elementary way to lay it out for people that don’t sit up here every
day and kind of know how the budget works. Tell me again, Administrator Bach, our total
budget is how many million. Mr. Bach said it’s a recommended $357M. Commissioner
Murguia asked so what’s 20% of that. Mr. Bach said about 70. Commissioner Murguia said
so we have $70M.

Commissioner McKiernan said we don’t even have that much because when you
really consider this we’re talking about the Consolidated General Funds are where we have the
majority of our money to do projects like you are suggesting. Mr. Bach said then you are down
to $210M or somewhere in that ballpark when you get down to that piece. Commissioner
Murguia said not to get too far in the weeds, I know what you’re saying Commissioner
McKiernan. When in you’re in $70M for the average person, 65-70 you know you just throw it

around at that point so we have $70M and I would just like my constituents particularly to hear
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when they call me about a road improvement, they call me about curb and sidewalk
improvements, sewer issues, water runoff issues that I hear from other districts; we only have
$70M to stretch that out throughout 10 districts. That’s not even—what is that? If you divided it
by district, that gives each district $8M approximately—unless my math is wrong, $8M per
district to spend on actual supplies. I’'m not advocating by any means to keep the mill levy here.
I’'m going to be looking for ways to cut costs also but I just want it clear to the people that are out

there that’s about $8M per district.

Mayor Holland said I would also like to note we lowered the mill levy 2 mills last year and we
are proposing another 2 mills this year. I anticipate continuing to lower the mill levy in Kansas
City, Kansas and Wyandotte County. What I don’t want to see are two things, one when
consolidation first happened there was a major cut in the mill levy that turned out to be
unsustainable and it went right back up two years later. I think that was a bad idea. The other
thing that has happened we saw in the State of Kansas is some very irresponsible tax cuts in the
State of Kansas that proved unsustainable and they virtually bankrupted our state. I think the key
that we need to do I think we need to be on a path of a consistent commitment to lowering the
mill levy overall. I think everyone on this Board has that. I’ve not talked to anyone on this
Commission who says we should be raising the mill levy. I hear everyone saying we need to
consistently lower it. I believe we need to do it in a responsible methodical way and we need 2
last year, again 2 this year, it will keep us on the right path and we need to do more. There is no
question that we need to do additional reductions in our mill levy and the number one way we do
that is by growing the value in our community to take the burden off of those who are here. So,

growing value is going to reduce our mill levy and we are doing it and we need to keep doing it.

Commissioner McKiernan said I completely agree actually with both of you. We get to the
point where it’s very hard. I think the smart play at this point would be to set the Maximum Mill
at 39.875 which is the Administrator’s recommendation and then as Commissioner Murguia said
look hard over the coming five weeks for places where that could be trimmed and if we find
them, we trim it. I agree with you, Mayor, that the way we really get after this is we have to
grow the number of properties that have value that pay taxes and a lot of the incentives that we

use to increase the bigger of our community and to set the groundwork for future growth
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unfortunately in the short run don’t pay the full load of taxes and we do that intentionally so that

Wwe can grow our community but it’s a long play.

Action: Commissioner McKiernan made a motion, seconded by Commissioner Markley,

to set the Maximum Mill Levy as recommended by the Administrator at 39.875.

Mayor Holland said there is a motion and second to set the Kansas City, Kansas Mill Levy at
the Administrator’s recommendation at 39.875. That is a maximum mill levy that could come

down in the next several weeks.

Roll Call was taken and there were nine “Ayes,” Murguia, Johnson, Kane, Markley, Walters,

Philbrook, Bynum, Townsend, McKiernan; and one “no,” Walker.

Mayor Holland said we now have the Wyandotte County portion. Mr. Bach, do you have any
presentation on that? Mr. Bach said I’'m recommending that we maintain this at the current mill
rate of 38.813 and I'll keep in mind that this moves us forward with a major infrastructure
project in moving a new Juvenile Center which we’re looking at starting construction on
throughout this year and coming into next year. Doing such a facility typically is one where you
go out and you ask for a special mill rate. I know any major project like this in the past on the
County has been done that way. We believe we can do this through the savings and efficiencies
we’re making within the County and the growth that’s happening within that mill rate and that’s
why I’'m recommending we keep it at this level. This is also an area where our Fund Balance is
at about 5% where our stated policy is to get it in excess of 10 so I would not recommend going
lower than this at this point without determining a different methodology for how we would

expend our money.

Action: Commissioner McKiernan said I would make the same motion as before that with
the intent that we will look for budgetary savings between now and final vote that
we set the Maximum Mill as recommended by the Administrator at 38.813,

seconded by Commissioner Philbrook. Roll call was taken on the motion and there
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were ten “Ayes,” Murguia, Johnson, Kane, Markley, Walters, Philbrook, Bynum,

Walker, Townsend, McKiernan.

Mayor Holland said the Self-Supporting Municipal improvement District. Mr. Bach, would
you like to remind us how this works. Mr. Bach said this is the Downtown Improvement
District that sets forth pretty a self-imposed County mill rate—Commissioner Walker asked
why don’t we just vote--keep it the same? Mayor Holland said yes. Kathleen VonAchen,
Chief Financial Officer, said actually I wanted to interject that we should have put in 2017 that
it’s 11.3 and what they’re proposing is to increase it back to 12.5 where it was before. Mr. Bach
said our CFO just pointed our chart on the wall is not correct. In 17 the mill rate is 11.3 and |
believe as you all will recall we had quite a bit of discussion on this last year. We entered into a
new agreement and worked this through with the Downtown Shareholders who are a big group
that works with the SSMID and their request to come back is that we set this at 12.5. This is a
tax that only applies to those businesses in the downtown area that are part of the SSMID
District. Mayor Holland said the businesses themselves have asked for this increase, is that
right? Mr. Bach said yes. Commissioner Murguia asked did we hold a public hearing on that.
Mayor Holland said we did and they changed the boundaries and the amount. There was quite a
bit of discussion and we supported their direction and they had the support of their businesses to
do this. Commissioner Murguia asked is there any property tax dollars in that fund or is it
solely funded from the sales tax of the businesses. Mr. Bach said it’s all property tax so they
self-impose a higher property tax on the businesses in those areas in order to fund this.
Commissioner Murguia said only in those areas, correct? Mr. Bach said yes. Commissioner
Murguia said and they have agreed to that. Mr. Bach said well they’ve come forward that
that’s the request of the association that they work to do it. Mayor Holland said they had to
have signatures and agreement of a very high percentage of their group to get that done. Ms.
VonAchen said it’s also a separate fund. It has nothing to do with General Funds, it’s entirely
separate. Mr. Bach said we don’t work those expenditures. Commissioner Johnson said they

reduced the western boundary from 18" Street down to 12t Street.

Action: Commissioner Philbrook made a motion, seconded by Commissioner Johnson, to

take the Administrator’s recommendation of 12.5 which is the request from the
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Downtown Shareholders. Roll call was taken on the motion and there were ten
“Ayes, Murguia, Johnson, Kane, Markley, Walters, Philbrook, Bynum, Walker,

Townsend, McKiernan.

Mayor Holland said that brings us to our final vote on the Maximum Mill Levy, the Wyandotte
County Library. Mr. Bach said this is the requested mill rate that has been submitted to us from
the Library Association. We really don’t have any oversight within the operations that go on in
this area, but we’re the ones that have to establish the mill rate so this is the request that has been
brought forward to us. We can set this as the maximum. If there was additional conversation or

such we could look for it but I don’t have a lot to tell you on this.

Action: Commissioner McKiernan made a motion, seconded by Commissioner Philbrook,

to establish a maximum of 6.059 as recommended by the Administrator.

Commissioner Murguia said [ have a question for Administrator Bach. Can you briefly remind
us all of what that money is for? What do we spend it on? Mr. Bach said I will ask the Finance
team if they can go through and do it because we as the Unified Government don’t really expend
it. It’s the Association and so if I can ask you guys to go through the breakout because there is a
difference between—USD 500 oversees the library operations and they provide some
administrative oversight to it and then the library boards dole this out. Mr. Lindsey said the
levy provides support for all the libraries within the county of Wyandotte County so that would
include Bonner Springs, Edwardsville, Turner Library and also the KCK Library.
Commissioner Murguia said so if the USD 500 pays for the administrative costs to run those
libraries, what does this money pay for? Mr. Lindsey said this is funding outside of the KCK
funding. It’s just for so Bonner Springs does get a portion of the KCK Library so this goes to
provide funding for that and also it does provide funding to the KCK Library which in turn—
Mr. Bach said maybe to clarify, they have the administrative staff that does it, but I believe they
are paid a percentage that goes back to them so they will bill like the Library Board for their
administrative staff that are assigned to work in the libraries. Mayor Holland said we have
easily the most unusual structure of a library system in Wyandotte County because it overlaps

with the KCK District 500, it overlaps with this Commission and it overlaps with the Library
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Board. We could do a Special Session on this if you would like to understand the library
because it might be worth our time to understand it some more, but I'll just say it’s as
complicated as it sounds this evening. Commissioner Murguia said [’'m just asking because its
6 mills pretty close to what Commissioner Walker is asking for so I was just asking what we’re
spending it on and what we get for it. Mayor Holland said I think we could add that easily to a
Special Session. Mr. Lindsey said it’s not part of our budget at all. Commissioner Murguia
said I can discuss it with staff. I’m not sure the general public is interested, but for myself, just
me personally I’m not requesting a Special Session but I just don’t understand why if the USD
500 is going to manage the libraries, then why are we collecting the taxes to pay them to manage
the libraries? I’ve always wondered that for years. Mayor Holland said I think we should bring
that to a session because I think if we have questions, I guarantee the public does and I think
clarifying that for the public would be beneficial.

Commissioner Walker said even if it isn’t part of our budget, it is a mill on where I
live, where people live in Bonner, where other people live and so if it’s not necessary—just
because it’s not in our budget I’'m still paying it. I guess the question is what am I paying for that
I—you know I’m all for libraries, I love libraries, we don’t have enough, we don’t give them
enough but we ought to know what we’re spending our money for. Ms. VonAchen said I just
wanted to point out that the total assessed value for this library district is much smaller than the
total assessed value for the entire county because it encompasses a much smaller area. The 6
mills actually generates around $3M. Mayor Holland said let’s just bring it to a session because

we’re going to understand this more.

Commissioner Philbrook said he has already said about some of it, she has already said some
of it and yes, it’s very complicated and just because we don’t set the mill levy it doesn’t mean
that it doesn’t impact everybody. I think people have the right to understand what those 6 mills
is going for because we have to pass it through, what would happen if we didn’t do that? I'm
sorry that’s kind of a flip question but if they’re in control then what would happen if we didn’t
pass it? I want to understand it better. Mayor Holland said we will add it to the list for a future

session.
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Mayor Holland said during this budget period we are setting the Maximum Mill Levy so unless
someone wants to propose setting it higher I have a motion and second to keep it same as the

maximum.

Roll Call was taken on the motion and there were ten “Ayes,” Murguia, Johnson, Kane,

Markley, Walters, Philbrook, Bynum, Walker, Townsend, McKiernan.

Mr. Bach said thank you very much and as I think it has been stated several times through this
conversation those are the maximum mill rates that we would be able to move forward with. As
we go through and you’re able to dig in and analyze through the budget you’re able to find
different efficiencies, different directions we want to go then we can always finalize a mill rate
that’s lower in the different categories up here are primary the top two on the list being the City
and the County mill rates. I think also it’s been mentioned to be sustainable it’s finding
reductions in expenditures which will be year over year and not be reductions and we just come
out and say we’re going to spend a million less on Capital this year, that’s one time but next year
I still don’t have that money. I still need the Capital if your intention is still to do what we have.
Sustainable reductions are really driven in the area of personnel most of the time because it’s a
decision to stop doing something that we’re doing today and that’s the kind of thing we need to
think about as we look at different ways to redirect that. Maybe it’s not stop it, it’s just do a little
less of it or something like that.

The next section that we go into this evening is really starting to answer some of the
questions that are out there and those are regarding the budget process and the revenue and
where it comes from and some of those impacts then as they come back onto the users the way
we set this out. I’m going to turn this over to Kathleen VonAchen, our Chief Financial Officer,
and she is going to walk us through a few different sections. We will break after different areas.
We will go into the budget area formation if you have questions about that and then we will get

into the revenue forecasting and we’ve got a few things as we go through there.
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Budget Process & Revenue Estimates:

- Never Ending Cycle
z/;. ™~ * Preparation of Budget
* Revenue forecasting
* Producing a “balanced budget”
* Deficit reductions that will catch up with

you
* Unrealistic revenue projections
* (One-time vs. on-going items

* "Kicking the can down the road”
* Review Fund Balances / Financial Position
- * Keep your eye on the "big picture”

Ms. VonAchen said the budget process and specifically for tonight revenue estimates is a never
ending cycle. We start out and we prepare this budget for you and then at the end of July we ask
for your adoption of the budget, but then after that our budget team and all of the departments go
into budget implementation mode. We’re out there implementing the initiatives that are funded
by the budget. We evaluate our initiatives to see whether they’re performing according to how
we expect and then finally there is a financial audit process and then we start the process again
with the financial preparations.

Revenue forecasting is a key component of the balanced budget—of a budget. The
other thing that’s important to note is that the challenge in presenting a balanced budget
especially on those Operating funds like the General Fund and the other tax levy funds those are
Operating budgets and so we want those revenues and expenditures to equal each other. Often
times just some things to look for when we’re looking for deficit reduction what will catch up
with you is, for example, if we have unrealistic revenue projections. We need to also factor in
those things that are only one time versus ongoing. I think we’ve had a lot of conversations
about that because of the STAR bonds. Also, it’s probably best not to kick the can down the
road because if you’ve got a challenge, it’s probably better to face it straight on rather than

waiting until next year.
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We want to also when we’re doing the budget we review the fund balances at the end of
the year to look at our financial picture but we’re also looking forward but we’re also trying to

keep an eye on the big picture.

Revenue Estimating ,_/'r"[’

= B B P
* Revenue Baseline - How much can you spend without anything changing? ,-E'Ij-_i l LI:.
* Financial forecasting is one of the CFO’s most important tasks

* Allows a pro-active vs. reactive response to potential budget imbalances

* Long term financial plans, strategies and policy direction " m -
* Private economy is never 100% known, so how can estimates be? =" 55 %)
* Financial management without trustworthy revenue projections is not
meaningful g Gras
* Forecasts aredriven by: E _GDP*

* Economicindicators: Consumer Price Index {CPI), unemployment rate,
consumer confidence, job growth, property valuation, etc.
* Demographic indicators: Population growth, how much and where

* Administrative: current laws and regulations -

On revenue estimating first off we want to take a look at what is the baseline. You know how
much can we spend without anything changing. Then we look at financial forecasting. You
know it’s one of my top jobs, one of the most important tasks I do, but it allows for kind us to do
the forecasting it allows us to be more proactive rather than reacting to problems as they come.
We can kind of foresee into the future where there is potential budget imbalances. Also, we’re
all working together on a long-range financial plan and strategic and policy direction so that we
anticipate what things are coming down the road that we can address before they hit us.

Naturally with revenue estimating you know we try to be as accurate as possible but
even the private economy is not 100% known so you know those revenue estimates we have
sometimes they come in as we expect and sometimes they don’t. We do the best we can.

Financial management without trustworthy revenue projections is just not meaningful
so we try to be conservative, but then not too conservative and I’ll talk about that in a little bit.

The forecasts assumptions as we’ve talked about as part of the long-range financial plan is based
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on a number of drivers: economic drivers such as CPI and the unemployment rate. We also look

at demographic indicators such as population growth and then just changes in Administrative

laws that inhibit or change the amount of revenue that we can collect.

Economic

Professional Historical
Forecasts
Judgement Trends
Best Policy
Practices Restrictions

Revenue Estimate

Overall it’s kind of we collect a lot of information and it all goes into that revenue estimate. Best

Practices, we use our professional judgement, economic forecasts, historical trends and then we

also look for policy restrictions.
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Revenue Forecasting Approaches

* Should be easy to understand, transparent and structured

* Conservativevs. Objective estimation policies
* Conservative — Under estimates revenues, but if TOQ conservative could lead
to unnecessary fiscal stress, loss of opportunity for service improvements
* Objective — Project revenues as accurate as possible but understand risks
* Could resultin budgeted program reductions at mid-year causing
operational disturbances
* Moust have contingency funds and strong financial management policies

As I mentioned before we try to keep it as easy to understandable and transparent as possible and
we have put in place a structure for our revenue estimating team who I will talk about in a
minute. We want to be conservative and objective but we want to kind of strike a balance
between those two. For example, if we’re too conservative with our revenue estimates then it
leads to kind of unnecessary fiscal stress because we’re cutting back on things that we could do
in the future which later on in the year we find out that the revenues were coming in better than
we expected and we could have done all these things we ended up not doing. We don’t want to
get into that situation where we’re being too conservative because then there is that loss of
opportunity for service improvement.

On the other hand we want to just stay objective meaning we want to project revenues
as accurate as possible but understand the risks involved in doing that. It could result in
projected program reductions in mid-year if we end up projecting things that are—if we over
estimate our revenues we might end up having to make changes in the middle of the year. If we
provide some contingency funding for those sorts of occurrences that aren’t anticipated then—
and we continue to have strong financial management policies in place then we’re able to

withstand those sorts of possibilities.
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I just wanted to point out here we have a Revenue Estimating Team and so I’m at the top and
what I do typically is the property tax and charges for services and sales tax. I work very close
with Debbie Pack who is our Treasury Manager and she is assigned to assist with property tax
and motor vehicle. My Deputy CFO Debbie Jonscher looks at utilities and other revenues.
Reggie and his team are also very involved in various departmental revenue projections and then
we also utilize the information we get from other department staff and as well especially Alyse
Villarreal helps us a great deal. It’s a whole team of people that are involved in revenue
estimates, but ultimately I should point out that once we project and have a finalized review of
our revenue estimates we pass those by our County Administrator. Of course he and I go
through and talk about the base assumptions and factors involved in all these revenue estimates
and you know he might have some suggestions for things to look into and it’s a give and take

situation but ultimately all the revenue estimates are reviewed by our County Administrator.
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REVENUE ESTIMATING TIMELINE

OCT-NOV FEB-MAR JUN-ILIY
Re=veres Temm mest Finalze lomg tenm Revima revenus estimates
with Departments to firamrcisl forscsst [LTFF) with CAD Office aind

mesumiptions for and present sctemates to Cosmemiessiom

Comimission

S DEC-AN e APR-MAY ™ AUG-5EF
Develop long benm Remvmriss Temm work Monitor nevenus
departmants to parformance
ncluding frve year update rmer-tanT
PEvERLE ErOjRCtions revenLe estimabes

Long Term Financial Planning Revenue Team werks on developing the revenue projections throughout the entire
year. Revenue tracking spreadsheets are updated monthly. Several meetings are held throughout the vearwith key
UG departmental staff. Quarterly budget to actual reports are prepared and presented to the Commission.
..

There is a timeline here where we’re looking—the Revenue Team is looking at the revenues.
Back in October and November we’re meeting with departments to review assumptions for the
future year and then we work on that long-range plan. In the future year we will be looking at
that long-term financial forecast for the future year. February and March we’re incorporating
that information into a long-term plan, presenting that plan to you as well as including those
revenue estimates in there. In April and May the Revenue Team is working with the
departments to update the near-term revenue estimates just for this coming year, it’s not the out-
year ones. In June and July that’s where we are right now and so we’re looking at revenue
estimates and then we’re presenting those as part of the County Administrator’s proposed

budget. In August and September we monitor revenue performance.
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SOURCES OF SUPPORT - CONSOLIDATED GENERAL FUND
2018 PROPOSED BUDGET - $219,454,543

Crther Taxed, 21%

Pragedty Tax, 28%

Interest Income, <1%
Franchise Tax, 18%

Permits & Licenses,

1%

Fines/Fees, 3%

Oher, 3%
Charges for Service,
¥ Sales Tax, 17%

General Fund revenues and other finandng sources total 52195 million in 2018, a consenvative 16% increase
from 2017 due to the proposed two mill property tax rate reduction and a revenue loss of 52 million.

A great deal of focus is placed on the General Fund budget because that’s where a great number
of our resources and service delivery occurs and that totals $219M so the total budget for the
Unified Government is up in that $350M range, but that number includes all the Enterprise
Funds and a lot of other funds that are not included in this specific General Fund. This
Consolidated General Fund is where all of the tax supported activities are occurring. This is a
pie chart of all the various revenue sources. You see 28% of it is Property Tax, and then go
around and Franchise Tax 1s 18%, Sales Tax is 17%, Other Taxes are 21, Charges for Services is
6% and so on. Overall the General Fund—Commissioner Walker said Franchise Tax, is that
where you’re putting PILOT? Ms. VonAchen said that is PILOT yes. Commissioner Walker
asked does your budget make any recommendations on reducing PILOT. Mr. Bach said no sir.
Commissioner Murguia said for clarity, Administrator Bach, so what we really get is
20% of the $219M that is spent on the Services that I was talking about earlier, $219M is the real
dollar amount. Mr. Bach said when you talk about the General Fund portion of it; it would be
that 20% what comes in through here. You still have 20% in other components of it because part
of it would be like the Water Pollution Control so that’s not a General Fund portion, that’s a
separate fee based area so it has different operations but nothing is funded from that from the

General taxes. Commissioner Walker asked what does 1% of the PILOT represent
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approximately. Ms. VonAchen said its $3M. Mr. Bach said it’s a little over. Commissioner
Murguia said what is the total amount of money that we collect from fees annually? Ms.
VonAchen said Charges & Fees in the General Fund is about $12M if I remember right.
Commissioner Murguia said and those are restricted fees, correct? Ms. VonAchen said no,
they’re not restricted. They are collected in order to pay for General Fund services.
Commissioner Murguia said [ will go back again, this $12M plus the $219M is the total
amount of revenue that we collect. Mayor Holland said the $12M is included in the 219. Ms.
VonAchen said actually yes, that’s partially right. Actually $9M of the STAR bond money
which is dedicated just for the two General Funds is within the 219. The total revenues of the
General Fund are 219, $10M of that is actually a Reserve for annual appropriation that’s required
by our bond document.

Commissioner Murguia asked so what was the other money you were talking about
Administrator Bach. Mayor Holland said the Enterprise Funds. Ms. VonAchen said the
Enterprise Funds is not part of this number. Mr. Bach said so like Water Pollution Control is
our biggest Enterprise Fund operation so that’s what I’m talking about. We buy equipment
infrastructure within that Enterprise Fund so effectively it’s 20%. It has money outside of it.
Commissioner Murguia asked do we have a variety of funds. Mr. Bach said yes. Ms.
VonAchen said we have 30 funds. Commissioner Murguia said so we have General Tax Fund
and then we have Other Funds and then we have Fees that are part of the General Fund. Ms.
VonAchen said yes. Commissioner Murguia said so the fund like the Enterprise Fund what is
the total annual revenue from the funds that we have? Ms. VonAchen said if you go to page 46
of the budget document they are all listed here so overall all the kind of tax related operating
funds totals $261M, all those other type of funds that are supported wholly by their own kind of
fees is $80M. Those funds whether they’re fees or revenues or restricted include certainly the
Sewer System which is $40M as well as the Storm Water System, the Street & Highway Fund
which is wholly from State revenues—Kansas State revenues that are shared with us. Travel and
Tourism which is the Transient Guest Tax and also the Dedicated Sales Tax which is about
$10M in sales tax that we collect dedicated solely for Police & Fire and infrastructure needs.
Emergency Medical Services which is $11M and so there are quite a few funds where they are

just supported by their own fees.
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Commissioner McKiernan said so what that says is [ misspoke earlier when I said it’s not the
351, but it’s the Consolidated General Funds, it’s about halfway in-between because some of
these funds truly are dedicated and they do not yield money that we can spend on our budget
priorities, but it’s not as low as the Consolidated General Funds. Mr. Bach said that’s true.

Commissioner McKiernan said I was a little low in my estimate earlier.

Ms. VonAchen said just overall just generally speaking the Consolidated General Fund, if you
back out the $10M for the Debt Reserve, you have about $210M in revenue and 80% of that is
spent on personnel and the other 20% on supplies and consulting services and other capital

outlay and those sorts of equipment replacement.

Certified Property Valuation released by Office of the UG Clerk June 12, 2017

2016 Total 2017 Total
Azsessed Value Assessed Value
for 2017 for 2018 L] 2018 %
Budget (10/16) Budget (6/17)  Varance  Change of Total
Wyandotte County Assessed Valuation

RE Existing Walue s 1,014,052.533 1052 373,455 38320322 3.8% BTk
RE Maw Imipr/Remoda 14,134,830 20,443,031 5§,308.201 44.5% 2%
Utilitles 31,717,590 E0,155,475 -11,552214 -128% TH%
Subtotal Real Estate & Utlitles value 1,113 305,053 1152 381,952 33,075.309 3.0% 35%
Farsonal Property §1,527.010 57815 155 -3.B10.855 -6.2% 3%
Total County Assessed Value 1,181 532,063 1210798117 29,265054 25% 1o

Kansas Clty, Kansas Assessed Valuation

RE Existing Walue s 3074253515 338,354,347 30328432 3.4% BTk
RE Maw Imipr/Remoda 13,E17,358 19,785,455 5959108 43.2% 2%
Utilitles 83,554,065 72,100,350 -11,583715 -13.8% TH%
Subtotal Real Estate & Utlitles value 1,004,307 333 1030,241, 753 25333824 1.5% 35%
Perscnal Property 55777514 53,207,344 -3,5535 70 -5.3% 3%
Total Clty Assessed value 1,061 685453 10834499, 707 21764254 2% 10

The biggest as you see from this chart the biggest revenue source to the General Fund that
supports all our operations is the property tax so there were a number of questions that have been
raised from all of you during our meetings and during the budget presentation on the property tax
so I’ve got a couple of slides here that I am going to go through and kind of walk you through a
little bit to provide some additional information and I’'m happy to answer any questions if you

have any so just fire away at will.
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This slide shows the Certified Property Tax Valuation released by the office of the UG
Clerk on June 12th. This is the certified assessed valuation of our County and the City, the City
of Kansas City, Kansas. The top one is the County so I’'m providing last year and this year so
you can see the comparison. What she provides is the existing values and then the amounts for
each perspective year that were new improvements or remodels and then you see the category
Utilities. Now Ultilities is actually assessed by the State not our County Appraiser and then you
have Personal Property. They certify the Assessed Values in the prior year in which the tax
occurs so in the first year it says 2016 Total Assessed Value for the 2017 Budget. The next
column is the 2017 Assessed Value for the 2018 Budget. I don’t have this broken out by
residential and commercial but we’re going to show you a little bit more information on that in a
little bit. This is straight out of the official letter that we got and what you notice here the next
column is the Variance and you notice that in the Variance column they’re not all positive
numbers. Sadly our Assessed Values declined in several areas. You see at the County the
Utilities declined by $11.5M and Personal Property declined by $11.5M. The Total Assessed
Value although it increased for the County side by 2.5% which is in that next column, it would
have been higher had it not declined in those two areas.

The second set of numbers below is actually a subset of the numbers above because the
top ones are just the entire County and the second set is Kansas City, Kansas. That’s why they
are lower because they don’t include Bonner Springs, Edwardsville or Lake Quivira. Most of
those declines in Utilities and in Personal Property occurred in Kansas City, Kansas area so the
decline impacted Kansas City, Kansas more so and so that’s why the decline—it only increased

2%.

Commissioner McKiernan said remind me again what Ultilities reflect. Ms. VonAchen said
those are properties that are owned by the utility companies. Commissioner McKiernan said so
the value of properties owned by Ultility and if Kansas City, Kansas is a subset of Wyandotte
County how can the Kansas City, Kansas number be effectively larger than the County number?
Ms. VonAchen said no, the County number is $80.1M and the Utility for Kansas City, Kansas is
72. Commissioner McKiernan said I’'m sorry; I’'m looking at the variance column. Never

mind.
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Commissioner Johnson said can you take it a step further on the Utilities. You said that was
assessed by the State. Is that correct? Ms. VonAchen said yes. Commissioner Johnson said
on the properties that are owned by the utilities. Ms. VonAchen said that’s correct.
Commissioner Johnson said the reason for that decline was—MSs. VonAchen said we did call
the State and what we learned is that there was one company who—actually the company—they
do it on a national level and so this company actually acquired several other utility companies in
which case their total asset value grew significantly and I mean by eight or nine folds. As a
result the percentage between the amount that they owned in Kansas was diluted because of how
big the asset value had grown. Do you understand what I mean by that? Commissioner
Johnson said [ understand. I thought maybe it could help the listeners at home but I don’t know
how much that might help them. At least there is an answer. Ms. VonAchen it is one company.

Mayor Holland said the key is when our residential or our values go up between
residential—because existing values is that residential and commercial? Ms. VonAchen said
yes it is. Mayor Holland said when residential and commercial goes up an average of 3.8% but
utilities which is big plummets 12% it nets us out at 2.5% up so when you think about it’s
relevant to our previous conversation about the maximum mill levy, if commercial had not
dropped off 12% like it just did countywide or almost 14% on the City, we certainly could have
looked at maybe another mill or 2 reduction because we would gain additional revenue. Our
revenue went down on the utility side significantly and has capped our ability to reduce our taxes
on the residential. Mr. Bach, is that accurate? Mr. Bach said yes, that is right on Mayor and
unfortunately that’s the reality a resident may see an increase in valuation but that doesn’t mean
we identify to all different forms of business particularly utilities. Maybe just to take another
stab at answering your question, Commissioner Johnson, as Kathleen said, the utility is valued
on a national basis. Then overall something happened within their portfolio that they said
instead of being, let’s just use simple numbers, 100 we’re now going to make you 80 and while
nothing significantly happened in their percentage in Kansas they come back and just prorated
the motion in Kansas down by that. I guess my number should have been from 100 to 88 so they
just prorated them down by 11% in Kansas and affected it across so nothing happened here that
changed except for we got the negative results of what happened on a national scheme for them.
Ms. VonAchen said [ am aware of the company. I just don’t think we’re allowed to divulge it.

Commissioner Johnson said I understand even though a single company could have that
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impact. Ms. VonAchen said their asset value increased to $1.4B from—their total assessed

value nationwide increased to $1.4B where before it was only $400M.

Commissioner Philbrook said so bottom line is it doesn’t matter what the property is worth—
let’s just act like it’s a house or something, the property value really is not different in its entity,
it’s the percentage for the full amount of houses let’s say so there is actually nothing that we
could have done about this to foresee the issue but still get pinged big time because of the state
law. I’m whining that we lost for no reason other than somebody else’s gain. Mayor Holland

said and it shows the complexity of the world we live in. We have no control over those issues.

FROPERTY TAX REVENUE CALCULATION (2017 AMENDED / 200EPROPOSED)

2007 Mill 2016 Total 20LT Property Tax XLT Property Tax
Lewy Aszecsed Value Revenuve (before  Delinguency Rate Revenue [after
Fund [Budget ¥r} for2017 Budget delingquency rate) *  Reduction (53] : delinquency ate =
County-Genaral Fund 31.@9 % 1,181,532,063 5 35561758 5 [LE33,088) = 34, E28,670
KCK City-General Fund 25.1E3 5 1,061 EE5453 5 25640873 5 [L33zoa = 25308 E29
Totals 56. 122 5 63302631 5 (3165137 5 50,137,500
201EMIll 3017 Total 20LE Property Tax 21E Property Tax
Lawy Azzesced value Revenue [before  Delinguency Rate Rewvenue [after
Fund [Budget ¥r} for2018 Budget delinguency rate) *  Reduction [534) : delinguency rate)”
County-Sensral Fund 31LEe 5 1L210,7=E 117 5 3T 568855 5 [LE7RA493 5 35691362
KCK City-General Fund 23.83 5 1,063, 448,707 5 25020104 5 [L25L005 5 23,769,058
Totals 5. 127 5 62589959 5 (3120498 5 50,460 461

A (M l=vy rate dhvided by 20000 multplisd by totol assessed wolue.

B. Delinguency rate reduction adjusted from 7% In the Origing] 2017 Budg et to 5% for Amended 2007/Proposed 2018
Based on YT collection acthviy.

C. Referto page 57 of the 2017 Amended/ 2028 Proposed Budget doc ument to verlfy these revenue estimates.

Ms. VonAchen said this next table is basically to kind of walk you through how the property tax
revenue is calculated. It came up as a question. The top one is 2017 and the second one table is
2018 so we can focus on the bottom one if you want. The bottom one here you’ve got 2018 Mill
Levy that’s based on the budget so this is the maximum mill rate you just set and by the way this
is only the General Fund portion. The amount you set included all of the other tax levies as well
as the debt service. This is just the portion of the total mill rate you just set that is dedicated to
the General Fund. For the County General Fund it’s 31 and then for the Kansas City, Kansas
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General Fund it’s 23. The Assessed Value is shown there. You can see that it’s the same
amount that [ have here. You can see $1.2B and 1.083B so that 1.2 number is the same as that
1.2 number. Basically we just do the math which here is the math, you take the mill rate divided
by 1,000 and then you multiple by this assessed value number. That’s how you get the $37.5M
but that’s before we apply a delinquency rate. We have to apply a delinquency rate because
there are a number of property tax owners who are unable to make their property tax payment.
Mayor Holland said or absentee landlords who just chose not to pay it. Ms. VonAchen said we
can’t count on that money coming in because if we did we would be overestimating our revenues
which I mentioned earlier is not a good thing to do. As a result we take a delinquency so we
back out the number. In this year we’re going to use 5% so I want you know that the budget—
we’ve been budgeting 6% so we dropped it to 5% because more recent information has led us to
believe that our delinquency rate is declining. Mayor Holland said it looks like it was decreased
from 7% to 5%, is that right? Ms. VonAchen said yes. Well, the actual delinquency rate was
around 7% last year but we budgeted it at 6%.

Commissioner Walters said I understand our tax sales and the emphasis on having more
properties in the tax sales has resulted in us collecting a lot of back taxes, several million dollars,
so where does that money show up in this chart? Ms. VonAchen said all the delinquent revenue,
the delinquent property tax revenue, is reflected in a separate object code and it’s not included in
these numbers. We’re tracking that too by the way. Mayor Holland said I want to point out our
delinquent tax rate in part because of the SOAR Initiative and other proactive things that this
Commission has done, moving from 7% down to 5% is almost a 30% reduction in delinquency
which is huge. We need to continue to move it. The national average is what 2%? Ms.
VonAchen said yes. Mayor Holland said so our goal is to get down to 2% so we have more
work yet to do but this is the first time in the 10 years I’ve been here that number has moved in
the correct direction and that’s excellent work. Commissioner Walters asked is that number
that you say you are tracking separately in the General Fund revenue total. Ms. VonAchen said
it is, yes, and actually you can see its history if you go to page—it’s probably on page 89 or 90
and it’s called Delinquent Tax. I did want to point out that all these property tax revenue
numbers you can find them on page 97 of the book and it’s across all the funds. Commissioner

Walters said so where is it? Debbie Jonscher, Deputy CFO, said it’s on page 89 the second

July 10, 2017



43

line it is Delinquent Tax that’s the City General Fund. Each fund has its own revenue so the one
on page 89 is just the City General Fund. Ms. VonAchen said so you can see in 2018 we’re
expecting that to be $1.4M. Commissioner Walters said so it’s fairly constant over time,
$1.5M, $1.2M, $1.5M, $1.450M, and $1.4 M actually less in 2018 than 2017, a little bit. Ms.
VonAchen said that’s what we have. Commissioner Walters said okay, that wasn’t my

understanding so I’'m glad you pointed that out.

Commissioner McKiernan said my question was just yours, does that get recovered into the
General Fund and clearly it shows it does. Does it make sense then that if our initial uncollected
goes down then this delinquent tax that is recovered could similarly go down? There is a smaller
pool of uncollected to try to recover from because it looks like over the last couple of years we
have a delinquent tax that is actually decreasing from 1.5 to 1.4 to 1.3 and is that in part because
our collections are better at initial bill and we’re recovering more or is that not related? Ms.
VonAchen said it’s hard to know. The thing is we’re now doing three tax sales and not just two
but sometimes it just has to do with also if we’ve won some appeals and you know it varies quite
a bit. Mr. Bach said I think the other thing to note and we would have to break these down a
little bit more but I believe the actual accounting for where we go if you look at our tax sales we
increased the number of houses that went into it, 700 homes went into it; 600 were redeemed
beforehand so those actually turn into property tax collected. That increases our property tax
number. Kathleen, I believe we need to go verify that breakout but there is a different way of
when they come back and pay those back versus when we take it through the tax sale and then
they count down as a delinquent tax sale. Our numbers that are actually selling at the tax sale are
the same or actually lowered a little bit because more were redeemed as we went through that
process. Ms. VonAchen said as you can see on page 89 is the City Delinquent Tax Revenue. In
‘15 it was $1.5, in ‘16 it dropped to $1.25M and in ‘17 I have it coming in at $1.45M and then in
‘18 $1.4 and that’s just because I didn’t want to overestimate it. I want to be conservative. It did
drop down in ‘16. Actually the County number is higher. It’s trending around the 1.7 to 1.8

level.

Commissioner Philbrook said things have shifted since I originally asked, basically what

you’re saying is we’re much better off if we get that money, the redeemed money, than a
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possible less amount of money at the tax sale so we get a higher percentage of money. Is that
what you’re saying? Mr. Bach said I don’t think—we get a higher percentage in the sense that
you get 100% of what’s due. There are a few cases when properties are not redeemed and they
go through the tax sale that we collect more than what were due on back taxes—well no, never
because we may sell it for higher but we don’t collect that money. If there is 10,000 back taxes
and sell for 15, five goes to the delinquent property owner; that’s state law so you’re right, it’s
either going to be at that amount or less? If it goes through a delinquency there is hope that if we
go through the delinquent portion of it we get it into better hands. Commissioner Philbrook
said I did want to say that I really do applaud our Administration and the Commission for letting
and encouraging the people to do this SOAR Initiative because this has been something that is
sorely needed and we’ve really been needing for a long time and we’re happy to see people
know how to come together and put this into action. It will really be great to see how things look
in five years from now and that we’re maybe down to that whatever low percentage is that other

people have, that low 2%, that and higher values on our property.

PROPERTY TAX REVENUE MILL LEVY CALCULATION

Budget
Document 217 Amended 2018 Proposed
CITY GEMERALFUN D Reference Budget Budget
Total City General Fund Revenue Pg. 90 5 151,524,796 S 153,497,872
AdValorem Property Tax Revenue ." Pg. 89 97 S 25308820 S 23,760,009
Percentage of Total Budget 16.7% 15.5%
City General Fund Mill Rate Pg. 42 25083 23.083
City General Fund Revenue per Mill 5 1,008,601 S 1029277
Budget
Document 217 Amended 2018 Proposed
COUNTY GENERAL FUND Reference Budget Budget
Tetal County General Fund Revenue Pg. 80 S G53,028585 S 59,613,427
AdValorem Property Tax Revenue ." Pg. 90 97 S 3483670 S 35,891,362
Percentage of Total Budget B0.O% B9.9%
County General Fund Mill Rate Pg. 43 31.0249 31.0249
County General Fund Revenue per Mill 5 1,122,455 5 1,150,258

IC

" Includes delinguency rate reduction, adiusted from 7% in the Origingl 2017 Budget to 5% for
Amended 2007 Proposed 2018 Bosed on YTD collsction activity.

Ms. VonAchen said another thing we were asked to do was to kind of calculate how do we get

to what the value of 1 mill is. What I’ve show here is for the City General Fund and then the
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County General Fund but it’s the same methodology. We have a total budget on top and I’'m
referencing the budget document here so can refer to the number and then the ad valorem
property tax revenue that’s calculated, for example, in ‘18 at $23.7M for the City General Fund.
So if you take the percentage of the total budget, budgeted revenues to the total amount of tax
revenue it’s 15.5% and then you add in that mill rate that we just talked about which is only with
respect to the City General Fund and that’s $23M and includes that 2 mill reduction that we just
agreed on and then you do the math basically and you come up with a total revenue per mill of
$1.29M. That’s how much 1 mill is in the City. Below is how much 1 mill is in the County. It’s
a bigger number because the County assessed value is higher so that’s how much a mill

reduction costs.

Property Tax Bill Calculation '

Impact of Assessed Value Growth Only

| FY 2018
AV Grovih %7 Tax Bill Change
Residential™ 5 16% 3 47 80
C ommercial 0.87% 3 87 55

N et Impact of Two Mill Reduction with Assessed Value Growth

| FY 2018 |
AV Grovih %7 Tax Bill Change
Residential™ 5 16% g 2370
Commercial = 0.879% g [164.81)

(3 Assumes for 3d slorem property in Kansas City, Kansas.
(b} Assumes Market Value of 59030 000 for residentil and 5500,000 or commercial.

(g} Assecsed Value (AV) Groath % does not indude new improements.

This is a chart that many people have been interested in taking a look at. Basically what we’re
doing is just looking at Kansas City, Kansas and here is that residential and commercial
breakout. For Kansas City, Kansas what we’ve calculated based on we’ve looked at all that
assessed value that the County Clerk certified, we backed out any revenues or assessed value
related to TIF Districts, Tax Increment Financing Districts, because any amount of revenue

generated for those is set-aside in another fund to pay for the improvement for which we bonded
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against so it can’t be counted here. We take that out; we also adjust for any kind of appeals and
then based on all those kind of adjustments we figured out that the residential value was 5.16%
in ‘18, that’s what we’re expecting. Commercial only increased by 0.87%. We’ve applied that
percentage and so if you own a $100K home in Kansas City, Kansas you should expect to have a
property—well the property tax bill you’re paying right now will be because of the increase in
assessed value 47.89 if there were no mill rate increase and it decreased. No change in the mill
rate you would be paying $47 or $48 more but because we reduced the mill by 2, you’re now
actually paying $24 more. The difference between those two is roughly $24.00. The property
tax mill reduction we’re recommending in the proposed budget saves residential property owners
$24 per year. On the commercial side unfortunately the mill reduction results in a dramatic
reduction in the property tax partly because the value of the property that we’re looking at now is
$500K. An average property of $500K with no mill reduction would pay $87 more. With the
mill rate reduction they’re paying $165 less than they would have.

Mayor Holland asked can you go back one slide. The 23 mills on the City General Fund, we set
the maximum mill levy at 39.875 on residential and, Commissioner Murguia, I think this speaks
to your question about how much we would be reducing it. If my math is correct we have 23
mills which is the City General Fund income and about 16.8 mills which is Debt Mill Levy, is
that right? Ms. VonAchen said that’s right. Mayor Holland said so the 16.8 we have to cover
our debt fund so we can’t cut the 16.8 mills so if we were to reduce additional mills from the
City, it would be coming off these 23 mills, is that right? Ms. VonAchen said that’s right.
Mayor Holland said that’s very important. Ms. VonAchen said you can see here it was 25 and
now it’s 23 and the other 16 is paying for our debt service on the capital improvements that

we’ve done in the past.
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KCK CITY & WYANDOTTE COUNTY GENERAL FUNDS
Advalorem property tax revenue budget to actual varlance

Totals Actuals - Budget %
Year Budget Actuals Varlanece Differenee

2006 47,428,400 47,043,525 (384,875 -0.8%
2007 48,179,700 A8 250 110 79,510 0.2%
2008 52,008, 300 52,730,005 721,705 1.4%
2000 51,424 000D 52,404,341 080,341 1.5%
2010 49,008, 700 AR 454 274 (G54, 42E) -1.1%
2011 50,520, 000 50,173,625 (346,375 -0.7%
2012 5,426 400 55,476,142 45,742 0.1%
2013 B&, E53, 344 5E 101,176 (552, 168) -1.0%
2014 57,100, 500 57,077,861 [22,635) 0.0%
2015 57,380, 000 57,185,112 (154, 888) -0.3%
2016 58, B0E, 880 S8 B47,067 40,187 0.1%
2017 60,137,500 - na

2018 55,460, 461 - na

One last slide about the property tax; it’s kind of fun to look at. How did the revenue estimates
compare with actuals in property tax over the past 10 or so years and of course we had a number
of CFO’s. Lew Levin was the most recent one but there were lots of other CFOs. You can see
for the most part we were very close on the estimates. There is the budget column for the
property tax, ad valorem property tax, and here is the actuals collected. This is that difference
between the two and then this is the percentage difference. The percentage difference ranges
from .1 or one-tenth of percent to 2% roughly. Of course during the meltdown, during the
financial meltdown it was very difficult to predict this revenue source. You can see how
dramatically it jumps around. Mayor Holland said even with that our financial forecasting has
never even been off 2% in the last 10 years. Ms. VonAchen said right, certainly in the last few

years it has been pretty good. Mayor Holland said it’s been within 1%.

Commissioner Bynum said can you go back to the slides where you were talking about the
Mayor’s point on the 23 mills versus the total of 39 I think in the City General Fund because I
thought the difference in mills included more than just Debt Service. I thought the 16 additional
mills were other mill levy funds. Ms. VonAchen said you can go to page 47 of the budget
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document. Ms. Jonscher said on the City side it’s just the two funds. On the County side
(inaudible due to Commissioner Bynum and Ms. Jonscher speaking at the same time). Ms.
Jonscher said there are seven or eight funds. Ms. VonAchen said on the County side we don’t
list all of those different funds. We just give you the big number. It’s the County General Fund,
the Consolidated Parks Fund, and Bond & Interest Fund for just the County, and then you have
Aging, Development Disabilities, Election, Health and Mental Health.

House Bill 2088 — PROPERTY TAX LID
K.5.A 2016 Supp. 79-295¢
HEB 2088 - New Section 6 (a) (1)

On and after January 1, 2017, the governing body of any
city or county shall not approve any appropriation or
budgst which provides for funding by property tax
revenues in an amount exeeding that of the next
preceding year as adjusted to reflect the average changes
in the consumer price index forall urban consumers as
published by the United States department of labor for
the preceding five calendar years, which shall not be |ezs
than zero, unless the city or county approves the
approprigtion or budget with the adoption of a resolution
and such resolution has been submitted to and approved
by a majority of the gqualified electors of the city or county
voting at an election called and held thergon, except as
otherwise provided.

Last but not least, our State Legislature last year and they made revisions this year, passed new
legislation which we refer to as the Property Tax Lid. As you know basically what they have
required is that we can’t collect anymore revenue from our property tax than—based on January
1, 2017 adjust it for inflation which is stipulated in the law. Then there are a whole slew of
exceptions which we can apply which specifies different areas of the budget that can be
exempted out from the calculation. We just wanted you to know that we have taken a look at

this and we are in complete compliance with this and this is not a concern for our government.
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Commissioner Walters said you know those other actions we took tonight, for example, the
Library Fund; are they covered by this? Ms. VonAchen said yes, actually the Library Fund is
specifically exempted from the Property Tax Lid. Ms. Jonscher said the SSMID is also.

PROPOSED 2018 STAR REVENUE INITIATMES - 512 4 MILLION

PROPERTY TAX RELEF

FIRE /EME

SOAR MITIHIVE

POLICE/SHERST

STREETS & NEGHBORHOOD IMPROVEMENTS
PARIS & RECREATION

TRAMNST

FALILMES AND EQUIPSENT REBVESTRENT
UE CORBALPICATION & PUBLIC DUTREACH
AEING

ECOMORAC DEVELOPYAENT

Ms. VonAchen said as you know 2018 will be year two of the STAR Bond Revenue Initiatives.
We’ve now set the base so we know exactly how much money we’re going to be getting in the
future. You remember that base was $12.4M, not just $12, but $12.4M; and overall—we want to
talk just a little bit about this before we presented it at the budget presentation but because of the
4 mill reduction $4M is dedicated for Property Tax Relief, $2M is for Fire/EMS, SOAR is signed
on for $1.6M of the STAR bond money, Police & Sheriff gets $1.4M, Streets & Neighborhood
Improvements $1.3M and so you realize this $§12.4M only $9.4M of it goes into the General
Fund. The other $3M is dedicated, required to be put into the Dedicated Sales Tax Fund and
they get $1.8 and then the Emergency Medical Services Fund gets $1.2M so when we’re talking
about STAR bond money, what’s really available to discuss what can we pay for in terms of

initiatives, it’s really that $9.4M.
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Mayor Holland said I will also note that when we did the Listening Tour and the survey and
asked people how we should spend the $12M, how we should invest it, 4 mills of relief; $4M of
that, a third of that $12M going to property tax relief is spot on for what the public said when
they were given all of the options in terms of how they wanted to invest that money. Investing
$4M a third of that STAR bond money directly into Property Tax Relief is exactly in keeping
with the Listening Tour and exactly in keeping with our public survey that we took last year. I
feel like we have honored the request of the public and we have made true with those new
revenues of off-setting our property tax with sales tax revenue. I think that’s something we
should all feel very good about that if you look back at that survey and the Listening Tour, they
varied between $2 and $4M and so we’re on the high end of what was requested by the public.
We need to do more and everyone agrees we need to do more but with that specific $12M we’re

spot on with what we had committed to doing.

Mr. Bach said, Kathleen, before you go to Fund Balance I think I just want to make sure as we
have talked about revenues and talked about the amount of money to the housing, there were just
kind varied questions that commissioners had and I want to make sure as we move forward with
the budget everybody is good with what we’ve presented. If there is something else we’ve not
made clear and kind of as I looked at the questions that we had it’s kind of breaking those out.
We were trying to show how much is paying different per household and so if somebody gets a 2
mill reduction, what’s the impact on them so if you base it at $100K, you can multiply it or if
their house is half that or their house is double that, you can kind of see what the impact will be
on them.

Commissioner Walters, I think you asked the question about the number of houses that
fall into those categories. Commissioner Walters said yes I did. Mr. Bach said I think, and we
can write this response back to you, but our best data for that is one which was done by the
Appraiser and I’'m going to ask Mr. Connor—Ms. VonAchen said I have it right here actually.
Mr. Bach said, Joe, why don’t you go over that and kind of show who is in which category of
being less than so we kind of get a feel for what percentage of the community will be at a lower

tax rate, what percentage will be at a higher tax rate.
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SINGLE FAMILY RESIDENTIAL
Value Change Ranges
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Mr. Connor, Assistant County Administrator, said this is the presentation that our Appraiser
gave to all of you in the spring before the tax bills went out and so on that bottom table, in the
pinkish color the 2017, if you go from left to right so 25% of the single-family residential value
changes were no change to negative so those people weren’t going to get a tax increase with the
mill rate staying the same. When you go across 75% had a value change increase. Again, that’s
at the mill rate being what it is today. What’s being proposed, and if you look at—it’s kind of
towards the middle there, the .1, the 5% increase in value; that was 20.4% of the total that single-
family was assessed. With the 2 mill reduction it’s probably going to catch the bulk of those so
when you add those two numbers together it’s about 45.4%. This number here and this number
here are going to probably see no change in their tax bill this year. Mr. Bach said or a decrease.
Mr. Connor said or a decrease because of their change in value. That’s kind of a rough estimate
but of course those are 5% and higher and moving up to 25% they’re going to see an increase in
their bill even with a 2 mill reduction. Generally speaking if you’re 5% or less with a 2 mill
reduction you’re probably not going to see an increase so that totals up to 45%, almost 45.5% of
the total parcels that are single-family residential. Commissioner Murguia asked what did you
say Joe. Mr. Connor said 45% of them received a 5% or less increase in their value so with a 2

mill decrease their total tax bill will not be affected. Mayor Holland said so 45% of our
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residents will see no increase or a decrease with the mill levy decrease we have announced

already.

Commissioner Bynum said to clarify we will see a no increase or a decrease on the City and
County portions of their tax bill. Mayor Holland said that’s right, the part that we can control.
In rough numbers the Unified Government is actually less than half of the tax bill that people see
around 47%, 46% and then half of that is County and half of that is City, rough numbers. I like
to say 25% of the bill is City, 25% is County and then you have the school district and the
community college and the library that add up the rest of it. We can only control 47% of the
taxpayers’ total bill, 46%, that’s all we have legislative authority over. Mr. Bach said now Joe’s
numbers are on the City side. The County side then would be parallel to what these numbers are.
If your value goes up, you will pay more taxes. If you’re value went down, then you won’t, you

will pay less.

Commissioner Walters said could I just clarify, she asked if this was talking about both the City
and County, it’s just talking about the City, right? Mr. Bach said yes. Commissioner Walters
said everybody who has an increase in valuation will see an increase in taxes on the County side.
Mr. Bach said yes. Commissioner Walters said I don’t know what percentage of that is, does
your chart show that? Mr. Bach said 75%. Commissioner Walters said so 25% will have no
increase in appraisal value or a decrease. Mr. Connor said 25% are at zero or less so if their

appraisal was the same or if it went down.

Commissioner Murguia said so is the property tax—it is so hard to explain to people that are
just regular people on the street so what would I tell the majority of Wyandotte Countians’
whose taxes are going to go up when we reduce it? Do I say well you’re just lucky you’re not
paying more? I mean I don’t know what else to tell them. I feel like they think I’'m lying to
them when I tell them we’ve reduced the mill levy and they pay more money. Mr. Connor said
the appraisals I guess is a market driven tool that’s used by the Appraiser’s Office and if you
remember in our presentation, our home sales especially single-family basically across the

community are skyrocketing. They are 10, 12, 15% higher than they were a year ago and so
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your appraisal is based on the market and the market is good in Wyandotte County. I know it’s a

hard explanation for people to hear, but that’s what it is based on.

Mayor Holland said the other key is the median residential property value in Wyandotte County
is $67K. In Johnson County that’s $210K. Johnson County has three times the number of
properties at an average of three times more value so the reality is when they have an $8B total
valuation in the county. We have a $1B total valuation. For every mill they levy in Johnson
County they get $8M, for every mill we levy we get $1M so Johnson County actually has half
the tax rate we do but they pay double per citizen on services than what we do. They spend
double on what we do on every citizen because their values are so much higher. We’re just
much more efficient in terms of our spending because we have to be because our values are
lower. The key is we have to grow values. I tell everyone I want everyone’s value to double,
but I don’t want your taxes to double. I want your value to double so we can cut your taxes
down but the value has to keep going up so we can reduce the tax rate and I’'m very clear when |
talk to people, we can lower the tax rate; we can’t control the market in terms of the value. In
response to the value going we’re reducing the rate. The key is we are so undervalued in our
county that until we continue to grow the economic development, under we reduce this blight,
and Commissioner Murguia you’ve talk about this forever, the blight in our eastern portion is
dragging down values in our entire community, everybody has talked about it. The blight in our
eastern portion of our community, primarily eastern portion, we’ve got to address it because for
quality of life but also it raises the values and that raising of the values allows us to continue to
reduce the tax rate. It is complicated but it’s also I think people understand the difference
between the value and the rate and we have to continue to talk about it and in our community
more than any because our community struggles. We also have the highest tax rate on folks with
the lowest income and we’ve got to get the rate down in a meaningful way over time and so it is
hard, but I think this chart answers Commissioner Walters’ question as to how many people are
actually paying less in taxes. Commissioner Murguia said I won’t belabor it, Mayor, but how
do you say what you just said when you’re passing someone in the park and they ask you why
their taxes—Mayor Holland said that’s exactly what I do. I tell them that whole story. Here’s
the thing, there aren’t easy answers to these. People want easy answers. Folks this isn’t easy. If

it was easy, someone would have already done it and taken credit for it.
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Commissioner Markley said I was going to say the Appraiser at around the time we had our
little sit down provided a follow-up email and I know Emerick has copies of it because he has
gotten it for me before that talk about the amount that other counties had gone up in valuation
versus our county. Depending on how interested the constituent really is and how sophisticated
they are and how deep they want to go into the discussion I found that really useful to kind of
talk about. You know everybody else’s’ values are going up too, we can’t not have our values
go up, it’s important that our values continue to go up and they’re still not going up as rapidly as
some of these other counties so it helps kind of paint a picture, like a broader picture for them so
they don’t feel like well you’re the opposite, the other counties are not doing that to their
residents. I can at least say Johnson County values went up too and Douglas County values went
up too and I can of paint that larger picture. It’s particularly nice if you’re dealing with someone
commercial and they’re saying I’'m going to lose my business because your values keep going up

and you can say go right ahead, but they’re going up everywhere else as well.

Mayor Holland said I think that’s one of the values of having these discussions on camera so
people can watch it and people can go back and watch it also on the internet and say what was
that discussion about property taxes, it seems very complicated. It is complicated but it does
help clarify the difference between rate and value. The value is set by a state computer that we
have no control over that’s based on inputs from realtors based on arm’s length transactions. We
can’t control that. It’s a metric that we just receive that information and then we set our tax rate

based on the valuation fluctuation.

Commissioner Townsend said that’s a good reference chart. Where is this in our packet? Is it
in the main body here? Ms. VonAchen said we added that at the end and I wasn’t sure whether
we wanted to include it as part the printout but it’s part of what we emailed you and it’s at the
very end. Commissioner Townsend said that will be easy to carry around and the Mayor so he
can be pastoral and explain. Mayor Holland said it’s in the Appraiser’s Report that we have
also. Ms. VonAchen said it is. That one you can read because this one when we copied it, you

can’t read it very well.
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Mr. Bach said hopefully we’ve answered your questions in that regard and we will move to the

Fund Balance area.

Importance of fund balance

- Diminish operational impacts to the organization
- Vulnerable to natural disasters
- Dependence on a volatile revenues source
- Sales Tax first to be impacted: more reliant on sensitive revenue source
- 24% of total GF revenues, compared with 19% in 2016 (pre-STAR bond payoff)
- Subject to reductions in state aid and/or federal grants
- Maintain a sufficient credit rating to minimize long term borrowing costs
- GFOA recommends two months of operating reserves, or 16% of expendituras

Ms. VonAchen said I just wanted to talk a little bit about why it’s important to have a fund
balance or some reserves. As you know we just did that CAFR presentation and we achieved
reaching the 10% of expenditures level which is a significant achievement. Our credit rating
agencies love that. It’s an important piece of what keeps our credit rating at AA with S&P. We
are just A with Moody’s because they—well basically they’re concerned about our economics
but we still have that AA with S&P. Most importantly the reason we need to keep a fund
balance which with this proposed budget our fund balance is 9% of expenditures so the General
Fund balance, our available ending fund balance that we’re expecting to end the year with will
be $18.8M and that represents 9.1% of total expenditures. The reason it’s important to keep that
$18M there is because if there is any kind of economic downturn, then we will be able to go and
tap into that $18M in order to diminish any operational impacts of the organization. What I’'m
saying here is we keep the funds in there so that in the future if there is an economic downturn
which in the next 18 months a recession is, I would say, more likely than it was if I was talking

to you a year ago. A lot of talk has been about a potential recession. I think in the next 18
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months it’s more likely than it has been in the past. If a recession hits, we have all those reserves
in place so that we don’t have to go into furloughs, we don’t have to do any kind of other reduce
services, reduce the number of the hours of operations or a whole slew of—pullback on
expenditures for the Capital and for equipment that we’ve supported. We wouldn’t have to do
that. We could rely on that reserve.

The other reason to have a reserve is if our jurisdiction is vulnerable to a natural
disaster. Let’s pray to God that we don’t have a tornado go through our Legend’s area, but if we
did that reserve would be there just in case that happened. Also, we need to have a reserve in
place if you’re dependent on volatile revenue sources so the sales tax we’re now relying a little
bit more on our sales tax revenue and that is a little bit more sensitive to the economy and it
happens a lot quicker with sales tax. If you have a recession, if it hits, it’s almost immediately.
Unemployment starts to raise, job losses occur out there in the private industry, people pull back,
there is less consumer confidence, they stop going shopping and boy it hits quickly. It can hit
within a matter of months so we need to have those reserves in place in case that happens.

Also, if our jurisdiction is subject or maybe vulnerable to any kind of reductions in state
aid or federal aid and so as you know we are concerned, for example, with a possible reduction
of the CDBG federal dollars. You know, are we going to need to backfill that money with our
own tax dollars, will we continue to provide those services. That’s a known vulnerability that we
have and then as I mentioned before, we have a reserve to maintain a sufficient credit rating in
order to minimize our long-term borrowing costs. As I mentioned, 10% is very allocable and the
credit rating agencies are specifically saying 10%. GFOA recommends for our size agency that
we have around 16% of our expenditures so that would mean that we would have to come up
with I don’t know about $6 or $7M more in reserves to achieve that. Over the course of the
future in five years that is something that potentially if the governing body choses that is

something that you could work towards.

Commissioner Johnson said the 10% is the reserve in the City balance. Did I hear you say the
other night that the County balance was 5% or did I misunderstand that? Ms. VonAchen said
when I’'m talking about the General Fund I’m talking about the Consolidated General Fund so I
don’t remember offhand how much the percentage is split between the City and County because

the County General Fund—the reserve for the County General Fund is less than the City but
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together combined they’re 9% at the end of ‘18. Mr. Bach said the County is down there closer
to the 5%. Commissioner Johnson said 1 guess what I’'m kind of looking at and I think I
brought this up the other night is more of a strategy in terms of how we look at the mixture of
encouraging property values to increase. Obviously the Mayor has always stated that’s driven by
the market but as we continue to address issues—blight has already been brought up,
infrastructure and things of that nature, that increases value but we talk about that in light of the
lowering of our mill levy.

I’m also looking at reducing and managing our long-term debt and I’'m not completely
opposed to debt, but I think there is a point in which you’re overly leveraged, highly leveraged
and then also increasing and managing our fund balance operating reserves. Is there a dashboard
that we utilize somewhere internally that kind of gives us a summative picture of those main
things and how they play against each other in terms of equations and ratios that will kind of
guide us into a three to five year path so that we don’t just have—I mean you throw up the graph
about debt and we’re going to just jump on that and we’re going to have a full dog discussion
about paying off debt, but then we talk about fund balances and that’s a whole other discussion.
When you talk about mill levy that’s another discussion but they all interplay, they’re all
intertwined and I’'m just wondering if there is a more summative dashboard approach that can
help to guide that conversation and maybe even make our decision a lit bit, I won’t say easier,
but at least to give us a kind of sense of where we’re going realistically. Ms. VonAchen said the
answer to that is yes there is and I’m happy to provide that as part of what we were thinking
about doing a long-term financial plan as part of your upcoming strategic retreat in the fall of
2017, but we can do it sooner than that too.

Commissioner Johnson said I think it would be helpful because these are
conversations that we are going to have every year and so if we have these things that are put out
there to kind of help guide us and we can see them all—you know this is where we ought to be,
this is where we are in terms of fund balance, here is our debt, this is where it’s leading and
where we’re trying to go and how they all interplay, our mill levy. I don’t know what else could
go in that. You have it so I’'m just going to rely upon you to be able to provide that. Ms.
VonAchen said yes, I would be happy to.
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Potential Risks and Unfunded Liabilities

Aprll 2017 Lorg Term Finandal Forecast (Revisited)
Deferred Facility Maintenance Costs

- = Labor Agresments
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" FINANCIAL FORECAST s o e uture REtires Fayou
T * Dedicated 0.375 cent Sales Tax Renewal in 2020

Loss of State of Kansas shared revenues
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Health Benefits Fund Shortfalls
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Ms. VonAchen said I just wanted to kind of do a little bit of a refresh or revisit some of the long-
term liabilities and unfunded liabilities or potential risks that we identified as part of the long-
term financial forecast. As you all know the deferred facility maintenance costs, those costs are
still there. We’re certainly kind of hitting it as best we can with the higher priority areas and
building facilities, but there is still quite a bit more to tackle in the future. Our labor agreements
those are the ones once we enter into those agreements those are obligations that we have to meet
for the period of time, two or three years, so if the recession hits in the middle, then we would
have to reopen those agreements and that’s tough. Again, I talked about the Silver Tsunami and
our expected future retiree payouts as a result of all those retirees that we’re expecting. The
Dedicated Sales Tax is up for renewal or actually will be expiring in 2020 so I imagine we will
probably be moving forward with the renewal of that tax measure and it generates $10M a year.
If we were to lose that, then it would significantly impact Fire and Police as well as infrastructure
funding for our streets and neighborhoods.

There is always the potential loss of revenues from the state of Kansas now that they
have a revised budget plan. I think maybe that potential risk has diminished but you never know.
The Capital Project Debt Financing Policy we presented back to you that’s our current mill level

that’s dedicated for our General Obligation Debt is going to sustain us for next four or five years
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or so, but we need to keep our outstanding debt or the amount we debt—we issue debt annually
at the $12 to 15M range, otherwise we’re going to have to find additional resources to support
that debt.

We’re constantly looking at and analyzing our Health Benefits Fund and that’s because
you know we have a lot of initiatives to attempt to reduce our claims. We are self-insured and
certainly what we’re providing in terms of new initiatives is expected to reduce our claims but
there are always these unexpected claims that occur and we need to make sure we have sufficient
funds there to meet those obligations. The same goes with the Workers Compensation Fund.
We had the tragedies that occurred last year with our two police officers and so that kind of put a
kink in our funding plan for the Worker’s Comp Fund, but our plan as proposed in the budget is
going to help to recover that fund back to a positive status.

We’re constantly dealing with litigation and settlement costs. Those are very difficult
to anticipate and plan for. We would like to come up with an equipment replacement fund that
in the future when a piece of equipment ends its useful life we would have the money there ready
to pay for it but we’re not there yet. Right now we’re not necessarily setting money aside for
future replacement costs, what we’re doing is replacing out-of-pay as you go basis.

There are some additional risks and liabilities that we’ve been discussing and so we’ve
listed those here: Kaw Valley Levees, CDBG Federal Funding Loss. We think potentially we
will lose that federal funding. You were presented a Parks Master Plan and we need to identify
ways to fund that master plan and then as you know we have about $20M in outstanding ADA
Compliance in infrastructure and improvements to comply with ADA laws that we need to find
funding for as well.

Lots of challenges and that’s why we’re here to help our community and to address

these challenges moving forward.
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Questions and Discussion

Commissioner Murguia said first of all I appreciate all the work staff has put into this
presentation. It was a really good job and it looks like it was a lot of work. I still need some
more time to sort of get my hands around everything. It seems like just every year that I’ve been
here I learn a little bit more every year. It doesn’t ever seem to stop. I just really have a
comment and then a request.

I think through the conversation we had tonight we’ve all talked about how we all
would like to reduce the mill levy by more than 2 mills but based on the overall budget that has
been presented tonight, based on the amount of money we have to do projects to actually
improve our community being a very small amount, that’s probably not likely.

What I would look at is if our ultimate goal and it does appear that everybody up here is
in agreement with this, is to get taxes as low as it can be. I also think what we’ve come to an
agreement on is the only way to do that is to grow our community and, Mayor, I think you said it
best that when you said unfortunately the area that needs the most amount of growth is east of
635. In order so that we don’t continue on this same projectory for the next 10 years where
we’re only able to reduce 2 mills and we’re unable to get any sort of substantial momentum
going to really make significant change and lowering taxes and improving our neighborhoods, I

guess what I would like to know is—I would like to hear from our Administrator, not tonight,
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but at some point on what projects are our staff working on east of 635 to grow our tax base. I
know the Mayor you are working on the Downtown Healthy Campus and I know I am working
on fast food business and have worked on grocery stores and other projects so I know those two.
What else are we doing east of 635 to grow the tax base because even those two projects aren’t
going to provide enough momentum or enough impact in our county to reduce the mill to the
level that all of our constituents can receive tax relief and not just 45% of them or around that
number? I just want to know what we’re working on and I know that our staff already has a lot
going on but I think we’ve really got to figure that out because if we already have staff so busy
doing other things and no one is really focused on that area that needs the greatest amount of
help, we’re never going to get ourselves out of this cycle of these 1 and 2 mill decreases.

Commissioner Walker, I really do appreciate your comments and I really do want to see
taxes go down, but there needs to be a concerted effort from what I’ve heard tonight. Everybody
including commissioners and staff working together to grow our tax base and I think we have to
weigh that. I think counties across the country take a lot of criticism for the amount of incentive
that they offer to businesses to locate in their county, but the reality is I don’t know of a county
that doesn’t offer incentives to businesses to come locate in their community. What we also
don’t take into account is the ancillary benefits of bringing a business to our community, the jobs
it creates, and the amenities it provides and so there are lots of ways to improve our community.
I do want to see all of Wyandotte County grow and when east of 635 grows I think that west of
635 will experience that through continued growth and tax relief.

I would like to hear what we’re doing east of 635 across the board from north to south

that’s going to grow our tax base.

Commissioner Walker said [ appreciate your comments. I think for me the question is what is
our definition going forward of grow our community mean. Having a project come in and the
benefit, and I’'m talking about the benefit to what we’re doing to the government to lower taxes
and then this goes to your incentive comment, it’s always deferred. It’s 10 years down the road
and I think—I don’t have any survey within one or two percent verifiable, I’ve yet to meet
anybody who comes up to me and on this subject that doesn’t have the impression that we give
tax abatement too freely, too generously and too often. I understand that what tax abatement

might mean to grow our community out west, especially now, is different than what it might
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mean at 10" & Quindaro because of the circumstances of why. I don’t know how to make
businesspeople spend their money and come into the area east of 635 unless there are incentives.
When will we have done enough out west, especially in the Village areas, for a business to say
hey I want to be out there because there are a lot of people out there and yet they still want
incentives? I really believe—it may be good if I had a son that was born this year, maybe by the
time he was an adult the tax base would be sufficiently grown, but I don’t have that kind of time
folks. The people that are talking to me want some kind of tax growth, tax base growth, and they
want tax relief now. They do not want it in 10 years. That’s all very good for the next
generation and we’ve got to worry about them but if we don’t do something to help the people—
I’ve had people tell me why don’t we just pay for the trash. We used to pay for trash and now
it’s $12-$15 bucks a month, I can’t even remember what it is; but why don’t we pay for the trash,
that would be $144 back into the pocket of everybody that puts trash out on the curb.

Another idea was why don’t we reduce the PILOT. My God we’re paying more
PILOT—state law only allows a 5% franchise on other utilities, but because of the way the
Board of Public Utilities is created we can go up to 15%. I know there are people sitting at this
table that know that when we adopted that we said we would keep it in place for three years and
then start reducing. We have not reduced a nickel and as their revenues go up; our money
continues to go up. I look at my utility bill, last month my PILOT fee was $49 or $52, I can’t
remember which. That’s a lot of money to pay as an excise tax.

I’'m not sure where people want their tax reduction as property owners, as electric
utility user or just something. I mean picking up the trash for nothing that would be something
that would be $12 bucks off that utility bill. You can all say I’m not going to have to live with it
next year because I’m not going to be here but I’'m telling you I’ve not met anybody that says we
ought to spend more money on this or that. They’re not concerned, our taxpayers, about the hard
decisions we’ve got to make and some of those decisions are going to be decisions we don’t
want to make. We can’t do everything, we just can’t and if that’s the objective, if 2% is it 2% is
it, but—Mayor Holland said it’s actually 5%. Commissioner Walker said well if you add last
years. Mayor Holland said no, it’s 10% if you add last year on the Kansas City, Kansas side
because two plus two is four and that’s 10% off the Kansas City, Kansas portion.
Commissioner Walker said the number I saw up there, Mayor, my property went up about 5%

or 6%; that’s another thing. If 45% of the people’s property stayed the same and the rest of
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them—I haven’t body. It’s kind of like the voters, you never met anybody that ever voted
against you. McKiernan, yours went down? Commissioner McKiernan said yes sir.
Commissioner Walker said well I guess there are some people that went down. Commissioner
Philbrook said we won’t talk about mine. Commissioner Walker asked what did I see for 5%,
$23. Mr. Bach said yes. Commissioner Walker said I paid $22.95 the other night for my wife
and I to eat Chinese. There’s my tax reduction. I’m saying the obvious, there ought to be
something we can do to take care of the people in some way that’s benefits everybody.
Everybody has their trash picked up, almost everybody has electric and water utilities. Not
everybody pays property tax directly although you pay it when you pay your rent whether your
landlord gives you the benefit of it.

Commissioner Philbrook said we were talking about improvement west and east and oh
doggone it there is in-between, it’s called the middle part of the city, which is District 8 and part
of everybody else, pieces of it; and I would say that we’re doing a pretty good job of slowly
moving things east. The corridor along Turner Diagonal is going to be busting at the seams soon
thanks to the new growth that’s going on there with Amazon and so on.

The next thing of course is the bad word Indian Springs, but you know I think the
higher the challenge the better the opportunity and so with that growth around Indian Springs on
the east and west side of 635 could really give us a real kick in the pants to move forward
because then people can see the better parts of us not just way out west. We can keep pushing

east and showing people that we can do the job.

Commissioner McKiernan said as it relates to property tax I want to say that Commissioner
Murguia is 100% correct. The way that we’re going to have to attack this is, we’re going to have
to grow our valuation of buildings that pay taxes and there is where people kind of get into a
little bit of a rub. The fact is right now it’s a seller’s market and if we want to grow our
valuation, it’s a long play, and we have to give incentives. When we give incentives it’s
important to remember we don’t go backwards with those incentives, we simply don’t go
forward as fast as we want to go. We have deferred or delayed some of that to get the amenity
now, to build our community, to make it stronger—I’1l get back to my flip side, but we have to

remember our Economic Development Office brought us a report about six months ago which
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was the incentives that had completed. IRBs, TIFs and NRA and so anyway they brought us the
report of those programs, those incentives that had now completed their run and the completion
of those incentives generated 10 years ago netted about $3M more in terms of tax revenue for us.
It’s a long play, we don’t go backwards with the incentive, and we simply don’t go forward as
fast as we want and as we need, but the flip side of that which in my mind is just as critical
especially east of 635 is we can’t lose the value we already have. To my mind that is the
importance of the SOAR Initiative and how we cannot allow those properties that are already
here to slid to the point where they lose value or worse yet to the point where we have to tear
them down. Unfortunately, I can tell you just for my district we tore down last year properties
that had an aggregate value of $500K, $500K and all of a sudden its vacant lots and we don’t
have that money anymore. We’ve got to find a way to reduce the blight and stop the slide of
those properties toward demolition so those two things together; incenting new development and
maintaining the valuation we already have, in my mind, are the two things that get us to where

we need to go to really significantly lower that mill rate in the future.

Commissioner Townsend said during the Administrator’s presentation last Thursday part of it
included an announcement about adding to the staff in the Economic Development Department
which has taken a major hit with the losses this year and I held the question then, but I think the
way the discussion has turned here now it would be appropriate to ask it. I’m wondering exactly
what type of position that will be. Will it be someone, outreach was the word used, who will
simply monitor the phone and tell people who may call what’s available here or will it be a
professional who will be able to go out and actively recruit and try to encourage the development
just as this discussion has talked about in areas of the city, ideally east of 635. I hope that would
be taken into consideration when we’re looking for this individual, what kind of marketing or
experience they’ve had with doing that. That hits all of the points that have just been discussed
about raising value, getting people to come in and develop east of 635. That’s really my
question, how do we envision this particular position, what are we looking for, what are the
qualities in that position that we’re looking for? Mr. Bach said the initiative | had toward the
Small Business Liaison was really one that was I will say find its roots from what we hear from a
lot of small businesses within the community today that have expressed difficulty when they

went to expand their business or grow their business of coming here and being able to work
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through some of the process and procedures. So, more so directed toward when somebody
comes into our Planning & Zoning process, as we’ve often heard you have larger businesses,
larger companies come in and they are usually able to hire somebody that’s a professional that
takes them through that process. If you come in and you’re a small business, and small business
doesn’t mean somebody that just has something little, I mean this could be a million dollar
business, but they’re not big enough to have hired staff on or whatever so they come through our
process. Our Planning & Zoning which I think you get feedback on that is negative, but I’ll say
is positive, that they turn and they hand them a list of regulations and say this is what you need to
go through in order to get this done. That is fairly daunting to somebody that’s never done that
before and the emphasis behind the Liaison is one where they can come in and somebody would
say this is what I want to do so they would have the expertise within the Planning & Zoning
process but sit outside of that regulatory area for us. It’s charged with enforcing it the way we
have directed them to enforce it. They would sit over in the Economic Development side of that
equation and say okay this is what you need to do or if there is something they’re not doing right,
they can say if you modify this or change this you will be able to get through and get your small
business started. That’s the initiative from there. It’s from those that are already in our
community looking to grow or do more business here and may have been stopped just because
they can’t figure out how to get through the process. They make look for different programs or
such that we have in economic development but that’s really not my directive. It’s to move
somebody through that’s willing—they’re not coming in looking for the incentive, they are just
looking for the path and the procedure to get it done. I’ve received a lot of that feedback from
you commissioners, I’ve received that feedback from citizens in the community so that’s the area
I’'m going forward with this new position and if you want it redirected or such, then I would be
open to hear what that is my direction.

Commissioner Townsend said that gives me a better understanding of what it is.
You’'re right, I have heard how complicated it can be for small business owners to move through
the maze so I do see that there is a need for such in the department. I think of Mr. Brockman
working on that with the $50K fund to grow and enhance so I know he has done some of that as
well. I would also say when we look to hire professionals in Economic Development the next

time we do consider people who can actively outreach, not just the ones who can help those who
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come to us. I think that will tie-in with the outcomes that I expect to hear and to be implemented

with the Northeast Plan. I think that would be a big help.

Commissioner Kane said I’ve been down the line so you’ve talked quite a bit about some stuff
but I bet you I didn’t have a dozen people where their taxes went down, but the hardest thing for
me to explain is somebody that has a 10-year old home, two lots down they build a brand new
home and their stuff goes up $5,000 because it happened to somebody I know. What might look
good to some folks doesn’t look good to us and it’s extremely hard when the house is much
smaller and everybody’s taxes go up and then how do you explain that? I know we’re doing
what we can but that’s one of the hardest things for me to explain and I really can’t explain it. I
can’t explain it to myself since it happened to me.

When we talk about District 1, remember District 1 20 some odd years ago employed
more people; they were everywhere and I know that we started this a long time ago when there
was just three of us still here trying to get jobs down there and we’ve done that. I would like to
pursue higher paying jobs down there and I think we’ve got a golden opportunity because
General Motors is just going to get bigger. I know they are on a layoff now but eventually the
crew will come back but we need to start getting manufacturing down there and then we need to
say okay folks we have housing for you. You look at where my mother and father-in-law live on
Grandview Blvd., they live on the older side of the street and the other side of the street is
beautiful and that’s what we need, we need more of that. When you drive up and down
Quindaro you see it. It’s growing, just not at a rate that we want and I think we need to keep
pushing forward for ANDA and all the folks because I got a KBI phone call today for Ann and
the lady was asking me a bunch of questions. I said I don’t want to tell you, just go look at her
district. We as a Commission, like we did last Thursday, where we all stuck together we didn’t
want something I think we need to all stick together to make this a better place and I’'m very
proud to say to somebody I don’t just work here, I live here and I play here and I think that’s

huge that we need to stick together to get this done and grow all four corners of the community.

Commissioner Bynum said it speaks to a lot of what I’ve already heard tonight with regard to
growing the community and growing all four corners of the community. I like the Small

Business Liaison position. [ would like to see that position or someone in Economic
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Development work with us on the creation of incentives that specifically support entrepreneurs
in our local small business owners and work with them to be able to tap the current incentive
packages that we offer when someone is coming to do business with us and let them have access
to those same incentives and opportunities. I have talked about this before, we have many, many
local small business owners that might want that same opportunity to have the chance to grow
their business and grow their business and grow their own personal wealth and grow their wage.
I would like to just throw that out as an option within Economic Development.

I would like us as a Commission as we work together to discuss what are all of the
economic development tools and incentives that are available, perhaps that starting the fall
Strategic Planning Session. [ would like that to include how do our economic development
tools and incentives compliment those that I know are offered by the BPU and any other entity in
the state of Kansas. How are those incentive packages working together? I know that there are
other entities here offering incentives, I would like to know what they are and how do they
complement what we offer.

Last, I would just like to ask if we could consider what I call transparency in economic
development. I see it as a one page factsheet for the projects that come forward, I see it as an
explanation on that project of everything we can fit on one page but every incentive that we’re
offering, what’s the potential return including those that Commissioner Murguia spoke of, the
ancillary returns that are possible because we do a package that has incentives. On the backside
we could provide the glossary of what do these terms mean. I do that more for the transparency
piece of it because we do deal a lot in incentives and I think it leaves the general public unclear
and unsure of what it is we’re proposing. It just seems to me that a simple one page factsheet on

projects could be available with every project that comes forward that just lays all that out.

Mayor Holland said I think that’s a great idea. I think the other thing about incentives that we
need to think about because we’ve been very aggressive and I think we need to continue to be
very aggressive; | think Commissioner McKiernan said it well, we don’t move backwards, we
don’t take money out of the General Fund to give to companies, that’s never happens because we
don’t have it to give. The project has to generate its own incentive. They say what’s the best
time to plant a tree, the best time to plant a tree was 20 years ago; the next best time to plant a

tree is today and you think about the General Motors incentives that were given in ‘80s, people
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lost their minds and they have been the number one taxpayer in our community ever since. We
waited 20 years for those incentives to burn off, but thank goodness they had the foresight to
plant that tree 20 years ago because of the highest paying manufacturing jobs we have in our
community and they are the number one taxpayer in our community and they are attracting all
kinds of manufacturing around them. That investment people lost their mind over and thought it
was crazy and gave away an airport and gave major incentives and it was a major economic
engine that is still paying dividends today. The STAR bonds, 15 years we waited for that sales
tax to burn off, all came from the project itself, now we have $12M in new revenue but more
than that we have $20 some million in property taxes paid out there and 11,000 new jobs and all
of it generated by the project itself which wasn’t there before.

Amazon, a 10-year incentive, the shortest incentive time ever and when that pays off in
just 10 years, it’s going to be a 15 to 20% bump in the total valuation in the Turner School
District. That is a monumental increase for that school district and that’s a huge bump for our
whole community. When you look at this I think there is a difference between a corporate
giveaway and an incentive and the incentives have to match propositional with the impact it’s
going to have and we have to be aggressive with them. If we had not been aggressive with
Amazon, it wouldn’t be here. If we hadn’t been aggressive and innovative with STAR bonds the
Legends wouldn’t be here and all the value that we receive from them wouldn’t be here. We’ve
been aggressive, we have inherited a community that’s been historically aggressive and we’re
reaping the benefits of some of that with General Motors and now the STAR bonds and we are
continuing that legacy of attracting businesses with jobs and value that are going to grow the
total valuation of our city over time. That’s where we need to make 10 and 20 year decisions up
here, not just two and four year decisions. Two and four year decisions are better rewarded by
voters, 20 year decisions are better for the community and that’s the commitment that I have and
I think the commitment that this Commission has had. This Commission has been very forward
thinking and in every—I don’t want to say every, but 95% of the incentives we’ve offered it’s
been unanimous because the deal has shown that it’s going to pay for itself and benefit the
community. We disagree now and again on incentives, but by and large when there is a
significant incentive—Amazon unanimous, General Motors was unanimous, STAR bonds were

unanimous; I mean all those big investments were unanimous because it was so clear the long-
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term benefit of the community. We’re going to need to plant some more trees for that next

generation and we’re reaping the benefits now.

Commissioner Johnson said in the spirit of this whole discussion in terms of growing the
eastern part of Wyandotte County I hear discussion about General Motors and things that are
going on down in Fairfax. [ think we need to add to the discussion the employment of our
people in those good paying jobs as part of how we figure out how to incent or not. How do we
incent and I don’t know what’s the best way to term that but we need to make sure that if in fact
we have the second highest wage earning potential in the state that our people are being prepped
and eligible to get some of those jobs as well. I just want to add that to the mix of discussion
because that’s going to also help us to grow Wyandotte County as well particularly for persons
that are living in the eastern corridor of Wyandotte County that we can increase their quality of
life as well as part of this discussion. Mayor Holland said, Commissioner, if I can just add to
that; the housing piece, we have to have quality workforce housing because if we do all of our
work and get someone in our community a job that didn’t have a job before in many cases they
are taking they are taking that first paycheck to another community to buy a house. We need to
have the housing here that people want to invest in so that we have the people with these jobs
and turning those dollars over in our community again and again. We’ve got to grow our

housing stock. We have to do it all but that is an excellent point.

Commissioner Philbrook said thank you for bringing up the workforce part of it. There are
three people sitting here on the Commission that are involved in Workforce Partnership which
has played a big part in helping line up people for the new jobs at Amazon. I would say that
Workforce Partnership has been one of the best kept secrets in Wyandotte County until recently
until we pulled them in kicking and struggling and said listen, we expect you to do the job for us
that we need and that is to see that people are educated for these jobs that we need. They have
been working really hard with our colleges and with District 500 and Turner Districts to try to
create those pipelines so we have people really working hard now that weren’t working together
as little as 10 years ago and they are really working together. I am so proud of our community [

just don’t know what to say so I want to see all these new jobs come forward.
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Mr. Bach said I'm going to assume, Mayor, that we’ve had the mill rate discussion. I mean that
was brought up so I believe we’ve covered that the way you want to.

Local Food Sales Tax; this was an issue brought forward by Commissioner Walters
where he has asked us questions on research about this. What would it take if we were to—
could we go out and eliminate the sales tax on food or grocery items within our city? We’ve
looked at that and I think it’s an initiative that would be very nice, it would be very good for our
community especially people to encourage them to spend more in that area with good healthy
foods; however, in looking at it appears the obstacle that it is one of those items that legislatively
we do not have the authority to do and I’'m going to ask Ken Moore, our Chief Counsel, to

explain that as you’ve gone through and done your research on that.

Ken Moore, Chief Legal Counsel, said we’ve looked at the Kansas Statutes on the authority to
impose a sales tax and also the distinctions you can make in doing so. The problem is that we
have by the Kansas Constitution what’s called the Home Rule Authority to govern our own
affairs as long as it’s not—we can’t exempt ourselves out of a statute that uniform and applicable
to all cities. The statutes the State has enacted gives us the authority to impose a sales tax but it
also has different classifications and exceptions in the statute where the sales tax is not
applicable. For example, you don’t pay sales tax, for lack of a better word, food stamp
purchases; but those things are uniformly applicable and we can’t add new exemptions to those
statutes so having a wholesale exclusion of the sales tax on food we’re not authorized to do that.
We can impose a tax but it has to be on all sales tax across the county and that would require an
election of the people to do or to change the tax. That’s why Kathleen mentioned the Dedicated
Sales Tax, to reinstate that it requires an election. It’s not something that the Commission can do
on its own. Mr. Bach said Mr. Moore has provided me with a legal opinion on that today and I

forward that to all of you so you will have it officially in hand in response to that.

Commissioner Bynum said just to clarify if I heard correctly; we don’t have the authority to
exempt tax on a singular item. Mr. Moore said only the categories that are included in the State
Statute and there are like 90 of those. It goes to section quadruple L. Commissioner Bynum
said and foods not one of those 90. Mr. Moore said the only thing for food is essentially for

food stamps.
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Mayor Holland asked, Commissioner Walters, do you have any questions about that.
Commissioner Walters said no, I’'ll see the opinion when we get it. I’'m certainly not an
attorney but I don’t know that that was the intent of the state law but evidently that’s the result of
it. Mayor Holland said I would like to see the State—I mean the State has continued to increase
sales tax so I would like to the State not increase sales tax on food. Maybe states don’t. The
state of Kansas has about the highest sales tax on food of anyone in the country and that’s very
regressive and hurts the poor more than anyone else. Mr. Bach said I will say, Commissioner,
we will continue to look around to see if there is any loophole that anything else through the state
to it, but as of right now it looks like that’s not within our authority to do. Commissioner
Walters said and that’s the Department of Commerce that regulates that at the state. Mr. Moore

said it’s the legislature.

Mr. Bach said the last item on our agenda tonight was a request by Commissioner McKiernan to
discuss potential CDBG future funding. I don’t know that it was about what we have today, but |
think it was about the high probability that it will go away and it is one of those cautionary things
we have in our future outlook to note that someday we’re either going not have that revenue or
need to replace it with General Fund dollars. Commissioner McKiernan said I only wanted to
bring this up—I remember in the first budget that I went through it occurred to me that if we
really valued the things we spend CDBG money on, given the volatility of those funds and the
downward trend over time, if we really value what we purchase with those dollars, we should
find a way to shift that spending away from CDBG, away from that volatility and I think that
holds even more true today. I think it would be wise for us to evaluate how we spend CDBG
dollars and determine what if those allocations are our highest priority and then consider how we
might shift those from CDBG to General Fund over the coming years so we continue to get the
benefits that we’re currently getting. It’s nothing for this years’ budget. Mr. Bach said I will
note that within the 2018 Budget we have moved all of our funding from a demolition
perspective into the General Fund. Two benefits from that; I guess one is focusing on that’s
somewhat of a core service to cleanup neighborhoods. As you go through it, it’s an initiative
from SOAR as we’re working there that if we’re going to go after structures. Two, I think it will

help us a little bit with the layers of regulation we go through from HUD by if we demo one
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structure within our community with HUD regulations it layers in a whole different thing across

everything we do whether we use HUD in it or not.

Commissioner Townsend said since we’ve used the CDBG acronym, [ have one question.
Does this budget continue to provide for Emergency Home Repair? Mr. Bach said I believe that
came before the committee a week ago so yes. Commissioner Townsend asked the same level

of funding. (Response was inaudible.) Commissioner Townsend said alright.

Mayor Holland said that brings us to the end of tonight’s agenda. You can see the future
workshop items. I think we do need to add Libraries in there. It’s the one I heard today that we
need to add. If there anything else and if you think if it later, be sure to reach out to my office if
you have additional topics that you would like and I’ll work with the Administrator to make sure

they get worked in so we can get through any questions that anyone has.

Mr. Bach asked was projects east of 635 to be a workshop topic or something at a different
Special Session later. Mayor Holland said that’s a good question. Do you want that during the
budget time or do you want it in the fall? Commissioner Murguia said I would like to see it
during one of our Budget Workshops. It shouldn’t be very lengthy. Mr. Bach said responding
to you, you were asking what we’re doing, what projects we are working on, we can talk about
that. Commissioner Murguia said yes, what’s on the burner, what are you working on just in

general.
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MAYOR HOLLAND ADJOURNED
THE MEETING AT 7:45 p.m.

Carol Godsil
Deputy Unified Government Clerk
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