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ECONOMIC DEVELOPMENT AND FINANCE
STANDING COMMITTEE MINUTES
Monday, March §, 2018

The meeting of the Economic Development and Finance Standing Committee was held on
Monday, March 5, 2018, at 6:10 p.m., in the 5! Floor Conference Room of the Municipal Office
Building. The following members were present: Commissioner Burroughs, Chairman;
Commissioners McKiernan, Townsend, Walters; and BPU Board Member Jeff Bryant.
Commissioner Murguia was absent. The following officials were also in attendance: Joe Connor
and Gordon Criswell, Assistant County Administrators; Angela Lawson, Deputy Chief Counsel;
Kathleen VonAchen, Chief Financial Officer; Debbie Jonscher, Deputy Chief Financial Officer;
Reginald Lindsey, Budget Manager; and Jeff Fisher, Executive Director of Public Works.

Chairman Burroughs called the meeting to order.

Roll call was taken and members were present as shown above.

Approval of standing committee minutes from December 4, 2017. On meotion of BPU Board
Member Bryant, seconded by Commissioner McKiernan, the minutes were approved.

Motion carried unanimously.

Committee Agenda:

Item No. 1 — 1892...RESOLUTION: AMEND MASTER EQUIPMENT LEASE
PURCHASE AGREEMENT WITH BANC OF AMERICA

Synopsis: A resolution amending the Master Equipment Lease Purchase Agreement, dated
October 17, 2013, with Banc of America Public Capital Corp., in connection with paying the costs
of acquiring and installing certain equipment, submitted by Kathleen VonAchen, Chief Financial

Officer. The maximum amount is not to exceed $12.5M.

Debbie Jonscher, Deputy Chief Financial Officer, said this requires action approval of the

resolution to be forwarded on to the full Commission. This is our annual Master Equipment Lease



Agreement. This is a tool that’s used to finance all of our equipment that’s approved in the CMIP.

There are three items listed.

Commissioner McKiernan said we are getting a little bit sorted out here. In the original agenda,
this item is marked for information only. The request for action does actually identify approving
a resolution. We’re just getting that sorted out here. The original agenda, front page.
Commissioner Walters said my agenda says information forthcoming. ~Commissioner
McKiernan said it’s not for information only. Commissioner Walters asked where is that

information?

Ms. Jonscher said there should have been a blue sheet that came last week that had the
information. Commissioner McKiernan said I didn’t receive a blue sheet. Commissioner
Walters said I don’t remember seeing a blue sheet. Ms. Jonscher said I can provide copies of
the information that I'm going to go over. Chairman Burroughs said if you can provide that,
let’s just go ahead and continue with the presentation. We’ll move on and see what kind of action
we need to take this evening. Do you mind if we stop and ask questions as we move through the
presentation? Ms. Jonscher said sure.

Included in your packet there would have been three items. There would have been an
amendment from Banc of America. This amendment extends the agreement. The current
agreement expired as of December 2017. This amendment would extend the agreement for another
year through December 31, 2018. Also included was an update to the pricing formula that was
included in the agreement.

The second item listed would have been a list of all the equipment that could potentially
be financed in 2018. Those would have all been items approved in the CMIP, and some of them
could have been carried over for items from 2017 that didn’t get financed before the end of the
year.

The third item would have been a resolution authorizing the amendment. All of those items

would have been included together.

Chairman Burroughs asked do you have a copy of the items to be purchased. Ms. Jonscher said

I have my copy. I don’t have individual copies. Chairman Burroughs asked are they extensive.
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Kathleen VonAchen, Chief Financial Officer, said the reason they’re not in your packet is
because there was, prior to the deadline, there was a delay. Some language was still needing to be
worked out because the federal tax law requires that we add some language to the agreement, so
we we’re waiting on that from our bond counsel. Then, it just got failed to get added to the packet;
that’s what I’m thinking.

Ms. Jonscher said my understanding was that information was provided to the Clerk last
week. I’m not sure what happened. We would prefer to have it approved because all of these
items, they’re are items, if they’re on the list, the department could be in the process of purchasing
those items now. Ms. VonAchen said it probably could wait another month, right? Ms. Jonscher

said we could probably push it to the April meeting if we need to.

Joe Connor, Assistant County Administrator, said given the confusion, I guess—just maybe
make a suggestion that maybe this gets held over another month so we can get the attachments

here, make sure everybody’s reviewed it and then bring it back.

Chairman Burroughs asked are we allowed to call a special meeting—put public notice. Do we
have a timeframe to call a public meeting if we wanted to meet in two weeks and look at this issue
again and make approval? Can we do that collectively as a body? Mr. Connor said [’'m assuming
s0, yes. Ms. VonAchen said or we could advance it to the full Commission. Mr. Connor said

we have a couple of different options we can do to try to get this moved along.

Angela Lawson, Deputy Chief Counsel, said we could fast track it after the next meeting.
Normally, there’s a lag but you can put it on the next full Commission after the next meeting and

fast track it.

Commissioner Townsend said well, Mr. Chairman, if it’s been stated already that this committee
could see it next month without any jeopardy, that’s what I would recommend we do. I think if
it’s supposed to come to this committee, we should have the opportunity to see it. [’m not sure
why this background information isn’t getting in the packet when the agenda is approved. I think

that would keep down some of the confusion about when and where these things are. Ms. Jonscher
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always has a good presentation, but I’ve seen lately, with some of the financial things, we’re not

getting the supports and that’s not fair to our financial team; it’s not fair for us to do it.

Action: Commissioner Townsend made a motion, seconded by Commissioner
McKiernan, to hold this over and set it for next month when we have a chance

to look at everything.

Ms. VonAchen said, again, it wasn’t included in the packet because we were waiting on our bond
counsel to write the language so that we could put it into the contract. It got delayed, that’s why

that deadline wasn’t met.

Commissioner McKiernan said you said we could bring it to our next committee meeting and
then with a request of the approval that it be fast-tracked to the Commission meeting immediately
following that, which would cut about two weeks off of total time of completion my full
Commission. Ms. VonAchen said correct. Chairman Burroughs said so we’re taking six weeks

total, roughly. Ms. Jonscher said I don’t think should be a problem.

Roll call was taken and there were five “Ayes,” Bryant, Walters, Townsend, McKiernan,

Burroughs.

Item No. 2 — 1894...PRESENTATION: 4™ QUARTER FISCAL YEAR 2017 BUDGET VS.
ACTUALS FINANCIAL REPORT

Synopsis: Presentation of 4" Quarter 2017 Fiscal Year Budget vs. Actuals Financial Report,
submitted by Kathleen VonAchen, Chief Financial Office;, and Reginald Lindsey, Budget

Director.
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2017 Q4 BUDGET-TO-ACTUAL
FINANCIAL PERFORMANC

A nance

Kathleen VonAchen, Chief Financial Officer, said I’'m going to start it and then we’re going to
pass it on to Reginald Lindsey, our Budget Director. Reginald is passing out the 4" Quarter Budget
versus Actual Report through December 31, 2017. Typically, we have this report prepared and
included as part of your committee packets, but for this 4™ Quarter, we held off because we we’re
looking to close the books and do all the yearend entries that we possibly could so that we could
give you the most accurate and germaine information.

I’'m going to start out. I’m going to take the first few slides with an overview side and then
I’m going to talk about the revenue side. Reginald Lindesy is going to pick up on the expenditure
side.

This report focuses on the General Fund. The very last page of the report, which we submit
and we put on our website also by the way—the very last page of the report also provides budget
versus actual for all of the Unified Government’s other certified funds. We’re going to focus on

the General Fund tonight.
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CONSOLIDATED GENERAL FUND FY 2016 FY 2017
4th Qtr YID o of 4th Qtr YTD
numbers in 000's Actual budget Budget Actual
Revenues 192,441 192,778 100.2%| S 204,027 207,566
Expeditures 198,226 192,293 97.0%| 5 205,791 199,089
Net Alloc & Transfers [2,301) (2,335) 101.5%] S 1,005 (1,425)

Net Change (8,087) (1,850) s (758) 7,052
Balance, Start of Year 21,129 21,129 S 19,279 19,279
Balance Year-to -Date 13,042 19,279 S 18,521 26,330

Here we have just a big overview with the revenues, expenditures, net allocation of transfers, and
then how much came in versus went out is the net change and how that impacts the fund balance.
This presentation tonight is based on the Kansas Cash Basis Law, which is an accounting approach
which really takes money coming in, money going out without having any kind of adjusting
accounting entries related to receivables or pools or that sort of thing. Just so you know, this is
very much money going in, money going out from January through December.

The far right-hand three columns is the 2017 year. We provided 2016 so it could provide
you a little context and some comparative information. In 2017, we budgeted $204,000. This
includes all three General Funds: the City, the County General Fund, and the Consolidated Parks
and Recreation Fund. We budgeted that we we’re going to collect $204M. What we actually
collected was $207M which is about 1.7% more than we budgeted.

On the expenditure side, we expected to, or we appropriated $205.7M. We only spent
$199M which is roughly 3.3% less than what we budgeted. This is basically the difference
between transfers in and transfers out. That’s what those are.

As a result, when we passed our Amended 2017 Budget, we were expecting to use a little
bit of fund balance, $758,000 worth; but what actually happened, we had a net increase to our fund
balance of $7.052M. That’s because we brought in roughly $3.5M in revenue that we weren’t
anticipating and then we spent roughly $3.5M less than we budgeted. This is pretty good news.
What happens is our fund balance improves, on a cash basis, improves from $19.3M at the

beginning of the year and ends with $26.3M at the end of the year.
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During our upcoming budget retreat, which is happening this Wednesday night, the focus
of some of our discussion will be on this additional $7M that we are adding to the fund balance at
the end of December of last year.

For comparative purposes, you can see last year there was $192M in revenues compared
to $192M in expenditures, and then the net transfers out at $2.3M. Now why is that number so
much lower than the 2017 year? Well, that’s because our STAR Bonds came in. That’s a big part
of it. Roughly $9.3M in STAR Bonds were recorded to have been collected in 2017. That was
that new money that we brought in. We talk a lot about the STAR Bonds and everyone thinks it’s
$12M. The General Fund gets about $9.4M of the STAR Bond revenue. The rest of it, the other
$3M, is actually being deposited to the dedicated Sales Tax Fund and the EMS Fund. That’s good

news.
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Let’s take a look at why that happened at least on the revenue side. We’re taking a look at the
budget versus actual. This graph shows how the 2017 expenditures compared with 2016. We start
out with the City General Fund and then we’ll talk about the County General Fund. The City
General Fund, we were expecting to collect $141.8M in revenue and what we collected was
$143.9M. That’s a net increase on the General Fund side of $2M.

Where did that extra $2M come from? Well, property tax did not come in as we expected,
and as I budgeted in the City General Fund and that’s because I was overly optimistic in our
delinquency rate that [ was anticipating. When I was budgeting for the property tax, I was hoping
that our delinquency rate would drop from 7% to 5% or 6% to 5%. Unfortunately, the delinquency
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rate for our property taxpayers within KCK came in at 7%. We didn’t collect quite as much as I
had anticipated. It doesn’t have anything to do with evaluation. It just has to do with the payment
rate and the level of payment received.

On the sales tax side, you can see that the sales tax increased by about $1.2M over what I
budgeted. What that is, is that we took a look at the used tax so there’s sales and used tax. The
interesting thing is that the used tax went up significantly in 17, and we believe that’s due to the
increase of online sales. That’s something that we did not anticipate.

The other situation that is within this other third category, other taxes. I had it budgeted at
$49.7M and it came it at $50.8M. Now there’s a lot in there. There’s franchise taxes, that PILOT,
and so forth, but also what’s in there is motor vehicle registration. I anticipated that the motor
vehicle registration would be conservatively low, but what actually was collected was very—it
was interesting because we think that the collections were a good 25% greater than I anticipated.
Part of it is a combination of additional car sales, or the value of the vehicles that are being
registered was greater than we anticipated so we’re assuming greater car sales. Secondly, we
think it’s because of improved enforcement efforts within the Sheriff’s Department. That’s
brought on by a couple of new personnel that they brought on who are a little bit more gung-ho.

The other reason that number is higher is because I think I was a little conservative on the
amount that we we’re going to collect from the BPU on the electric PILOT. The BPU increased
their electric rates last year. In the prior years, the revenue flow from the BPU PILOT had been
pretty flat. It was difficult to really know or gage how much that rate increase was going to impact
over PILOT payments. They came in a little higher than I had anticipated.

There are some reductions in some other areas that. For example, charges for services are
down about $300,000. Fines and forfeitures are down roughly another $200,000 or $300,000 from
what I budgeted. Several of those are related to our Municipal Court collection. Those collections
have been declining slightly based on new policies.

Overall, if you’re comparing with 2016 actuals, you’ll see that our property tax collection,
the blue is 2016 and the red is 2017. You’ll see that the property tax collection is slightly below
2016 or relatively flat. That’s because in 2017, we reduced property tax mills by 2 mills. That’s
why, that’s why it’s pretty flat.

Sales tax is a little bit up, little bit up.

Other taxes is also a little bit up.
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Those other categories are down from the prior year permits: and licenses,

intergovernmental revenue. Then these other categories are not as big.

Chairman Burroughs asked the miscellaneous & transfers in. Where does that money come
from? Ms. VonAchen said in the budget document, it outlines all the various transfers. They
come from other City funds; different City funds for different purposes. It’s kind of a list of
probably 8 or 9.

Commissioner Walters said when we have these tax sales, we always get these memos that we
collect millions of dollars in proceeds from these tax sales. Where does that money go? Ms.
VonAchen said that gets deposited in the Delinquent Tax Revenue line. That category is actually
listed under other taxes. I can provide you more detail of that. Commissioner Walters said all
the proceeds from that, they do appear on this table in probably line 3. Ms. VonAchen said yes.

Commissioner Walters said thank you.

BPU Board Member Bryant said not to strike a nerve on this, but on the other tax which includes
the PILOT and the unexpected bonanza from the rate increase from the BPU, I would just make
the comment that it would be nice to see the potential of the PILOT rate going down. I know that
there have been discussion of that in the past and it just kind of set at the same rate. It would be
nice to see it drop a point or two to kind of offset that increase that came from us so it just overall
helps our citizens.

Ms. VonAchen said during our budget retreat on Wednesday, one of the budget initiatives
that we’ll have on the menu of items for you to discuss and consider in your small group exercise
will be that item. BPU Board Member Bryant said I'll look forward to hearing the result. Ms.
VonAchen said, by the way, a portion of the increase due to the BPU rate increase, is dedicated
for debt service on the Leavenworth Road project just so you know. BPU Board Member Bryant
asked would that help offset some of the BPU’s costs. Ms. VonAchen said yes. BPU Board
Member Bryant said at the Leavenworth Rd. site. Ms. VonAchen said yes.
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The next is the same pic slide only it’s the County. The County’s total revenues were budgeted at
$58M and we collected $59.76M, roughly $59.8M. That was an additional $1.8M above what we
anticipated. Honestly, the metrics are very similar as with the City General Fund except just about
one-third of what they are on the City side.

Again, property taxes, we’re not quite at the level that I had anticipated. They’re not as
low because actually the property taxpayers of the County side, their delinquency rate was more
around 4% to 5% rate.

Sales tax, same metric.

Other taxes is similar. Really not a lot of big difference here on the County side.

Commissioner Walters said just a comment or question. This looks like, on the County side, that
we could’ve had a 9 mill reduction and not affected our balance. Ms. VonAchen said the mill
reductions that have been adopted by the Commission have been on the City side. Commissioner
Walters said I know. I’m just saying on the County side, for example, we have a $9M increase.
Ms. VonAchen said no, there’s a difference of $1.9M. Commissioner Walters said $1.9M per
mill on the County side. Ms. VonAchen said the unanticipated increase in our revenue totaled

$1.9M. One mill on the County side equals 1M.
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Commissioner Walters said this chart that ’'m looking at here is not the same as the one
you have. I'm sorry. My apologies. Ms. VonAchen asked what chart are you looking at.
Commissioner Walters said this doesn’t follow your presentation. Ms. VonAchen said yes it
does, yes it does. Commissioner Walters said I’'m on the whole wrong sheet. Ms. VonAchen
said what we’re you looking at. Commissioner Walters said I was looking at the City General
Fund Revenues. I’ll get on the right page here in a moment. County General Fund was only
$1.7M increase less than 2 mills. Ms. VonAchen said $59.8 less the $58M is $1.7 or $1.8M. You
know 1 mill equals $1M. It’s a little bit more on the County side, a little more than a million, but
it’s a million. Commissioner Walters said so it’s less than 2 mills. Ms. VonAchen said that’s

right.

102,355 102, ds#
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Now we’re going to talk about expenditures. I’'m handing this over to Reginald Lindsey.

Reginald Lindsey, Budget Director, said on the City General side, we had a $3M savings. We
came in $3M under the budget for a savings of $1.5M in our services and then $1M in our capital
outlay and then there’s another $.5M in our grants and claims. In the services, $1.5M is made up
from savings from attorney’s fees, labor and negotiation savings, and also the Affordable Health
Care Act savings that we had savings in this year.

Also, over in grants and claims, we had savings in settlements that we didn’t have to pay

out. Also, we had settlements in taxes that we pay on our own properties. Then other savings we

March 5, 2018



12

had were in our supplies and commodities which consisted of fuel savings of $125,000. Clothing

savings for policemen and also natural gas savings.

2017 Amended 2017 ath Qtr % timate 2016 ath Qir 2017 ath Qgr Increase,
Budget ¥TD Actual ¥TD Actual ¥TD Actual Decrease
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On the County General side, we had savings of $866,000. The savings is made up of services.
We had savings there, but we also went over in our personnel, went over in overtime and also
retirement rates ended up being a little more than we expected. Also, in services, our savings were
in our inmate housing and our inmate medical. Also, we had savings in grants and claims which
is kind of the same on the City side. We had savings as far as we did not—our legal fees ended
up being lower than expected so we had settlements that we had to pay out for. Those were kind

of how the County and City General Fund ended up on the expenditure side.

Commissioner Townsend asked on the County General Fund side, personnel, you said the actuals
were a littler bit higher than budgeted. Mr. Lindsey said yes. Commissioner Townsend said
you said that was due in part to retirements. Mr. Lindsey said our retirement rate that we have to
pay to KPERS, we kind of underestimated what the costs would be on those. Also, overtime was
a little more than we expected. Commissioner Townsend said the overtime, I followed that. It

was the retirement. I’m thinking about people leaving. Mr. Lindsey said and pension costs.

Ms. VonAchen said with that KPERS, when folks retire, we end up having to make special
payments to KPERS in order to catch up the amount of their liability—what their liability is

compared to what their account is reflecting. They end up sending us a bill where we have to catch
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them up. The disconnect comes because we’re ending up having to pay out accrued sick leave and
vacation and that adds to their time. That’s why sometimes it’s a little hard to predict. We’re
going to have more information on this at the retreat too.

Chairman Burroughs said it’s nice to be in a positive position, but at the same time, it
looks like the budget challenge it will have Wednesday evening will dictate as to some of the

questions and concerns that have been issued here tonight.

Budget to Actual through December 31st 2017
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Mr. Lindsey said the next slide covers all the rest of our funds which also includes the City
General Fund and the County General Fund. On the left-hand side are the revenues and then on
the right-hand side are the expenditures. It lists all the Tax Levy Funds at the top of the page, and
all of the other funds on the lower half of the page.

Ms. VonAchen said I wanted to point out just one small thing. In order to do these tables so that
they’re a little easier to read, the front part of the document does not include the $10M or so million
dollars in annual debt appropriation that we appropriate on the revenue and expenditure side in the
City General Fund. We took that out because it just makes the table comparisons really confusing,
but it is reflected in the top line of this last page. Just wanted to point out. That’s why it’s roughly
$10M more than what you’ll see on the other pages, the City General Fund. They know what that

is. I can explain that a little bit more offline with you, Commissioner Burroughs.

Chairman Burroughs said I’d appreciate that so I’ll understand fully what it is you just shared

with me. So in total, we are sitting at what looks like 101.6%, all funds. Ms. VonAchen said on
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the revenue side, yes. Chairman Burroughs said on the revenue side. We’ve reduced

expenditures. I commend you for that. That’s prudent budgeting.

Commissioner Walters said [ might make a comment. I’ve been giving this some thought. We
had a little bit of a conversation shortly a few weeks ago. Kathleen has made her thoughts known
to us. I guess from a high altitude look at it, if you look at it and say we made a commitment to
the taxpayers that we can operate their government if they gave us a certain amount of money.
Through everybody’s best efforts, we collect that from a whole bunch of different sources. If we
accidentally collect more than we asked for, what do we do with that money? Do we give it back
to them? That’s a little tedious. Do we, as Kathleen suggested, do we put it in the bank and save
it for a rainy day? Do we pay down our debt with it? Those are some of the options that we have.
I would really like to that have discussion Wednesday night. I’'m just talking about the surplus
revenues.

Now, maybe we can talk separately about savings from operations. We told them we’re
going to spend all this money. We didn’t have to spend it all. Maybe we do something else with
that money, separate from the surplus collections.

We are on this trend, as we have been for several years, of always having more revenue
than budgeted and always having lower expenditures than budgeted which has restored our Fund
Balances. As Tom said, that’s a good thing; that’s a positive from our standpoint. I would really
like to put on our taxpayer hat for a moment and just say, let’s look at it from the other side. What
should we do when we essentially overcharge people or take more money from them than we told
them we would through nobody’s fault. I mean, sales tax collection, whatever it is, it’s an art and
a science. We’ve been very prudent. It would be worthwhile to have that kind of discussion, |

think, Wednesday night.

Chairman Burroughs said I think there’s a number of us that would welcome that discussion.
There’s been commitments made to the citizens. At the same time, we are responsible for
providing services. I’d like to think that as a city of the first class that when we roll out these
services, they’re professional services and services that are utilized properly and presented
properly to the public. I don’t disagree with you. We had the comment about the PILOT and
continued progress within our community. Those will be discussions. I anticipate a lively

discussion for the budget committee Wednesday. I appreciate that. I really do.
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Action: No action taken. Information only.

Adjourn

Chairman Burroughs adjourned the meeting at 6:45 p.m.

tk
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Commission Action

Committee: Economic Development & Finance

Tracking No. 18215

Date of Standing Committee Action: 4/30/18
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Publication Required: No
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04/17/2018 Jon Stephens
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Contact Phone:
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Item Description:

Presentation by students from F.L. Schlagle High School regarding the former Indian Springs Mall site.

[For information only.
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