STATE OF KANSAS )
WYANDOTTE COUNTY )) SS SPECIAL SESSION, THURSDAY, JULY 11, 2019
CITY OF KANSAS CITY,KS)

The Unified Government Commission of Wyandotte County/Kansas City, Kansas, met
in Special Session, Thursday, July 11, 2019, with ten members present: Bynum, Commissioner
At-Large First District; Burroughs, Commissioner At-Large Second District; Townsend,
Commissioner First District; McKiernan, Commissioner Second District; Johnson, Commissioner
Fourth District; Kane, Commissioner Fifth District (arrived at 5:04 p.m.); Markley, Commissioner
Sixth District; Walters, Commissioner Seventh District; Philbrook, Commissioner Eighth District;
and Alvey, Mayor/CEQO, presiding. Murguia, Commissioner Third District; was absent. The
following officials were also in attendance: Doug Bach, County Administrator; Ken Moore, Chief
Legal Counsel; Bridgette Cobbins, Unified Government Clerk; Gordon Criswell, Alan Howze,
Melissa Sieben, Emerick Cross, Assistant County Administrators; Kathleen VonAchen, Chief
Financial Officer; Debbie Jonscher, Deputy Chief Financial Officer; Reginald Lindsey, Budget
Manager; Mike Peterson; Assistant Budget Manager; Matt Zayas, Management Analyst in Budget
Department; Maureen Mahoney, Chief of Staff in Mayor’s Office; Officer Doleshal, Sergeant-at-

Arms.

MAYOR ALVEY called the meeting to order.

ROLL CALL: Walters, Philbrook, Bynum, Burroughs, Townsend, McKiernan, Johnson,
Markley, Alvey.

NOTICE OF SPECIAL SESSION of the Unified Government of Wyandotte County/Kansas
City, Kansas, to be held Thursday, July 11, 2019, at 5:00 p.m. in the 5" floor conference room of
the Municipal Office Building for a Budget Workshop.

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.



Mayor Alvey said as the Clerk stated our meeting this evening is the second of several budget
workshops. We do have two others scheduled; however, we believe that we may be able to
progress through our discussions and perhaps not need to meet next Thursday, the 18, assuming,
again, that we make the progress we would like to make tonight and next week. If we can, we will
work through all the topics scheduled for tonight during the 5:00 p.m. session, during the Special
Session; however, if there is more discussion that needs to continue we anticipate a very short
regular Commission agenda at 7:00 p.m. After that we could adjourn from that meeting and come

back and complete the discussion afterwards.

AGENDA

Overview of Budget Document
Changes to Project CMIP

Revenue Review
Sales Tax Projections
Fund Balance

Long Range Financial Plan
Debt
Future Workshop Dates

Doug Bach, County Administrator, said tonight’s agenda is really one that is set out first that
we’re going to do an overview of the budget so that’s the difference of the documents to kind of
run through each section of it. We’re going to do a review or changes that came from our CMIP
project list from May. You will note when we go through that section most of the changes in that
are either those that are the cause of, we moved the funds around or move it between funds for
changing budgets or some of them, as I told you, I had gone back to staff, particularly that in the
City fund and had them do some reductions. In some cases, the deductions were directed right
toward Services and Commodities, but in some cases the department elected to make the cut off
of their Capital piece and leave their Services and Commodities like they had originally budgeted.
That’s where you will see some of those cuts come back over and show up on the project list as

we were balancing things before we came forward with the proposed budget at the end of June.
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We will follow that with Revenue Forecasts. This is really a result of a lot of different
questions and requests that have been made by commissioners to Kathleen and her staff, so we

will be going through that information. Then, we have some discussion on Debt.

—

2019 Amended/2020 Propos

RGET DOCUMERTSEE

Reginald Lindsey, Budget Manager, said today I have with me Assistant Budget Manager,
Michael Petersen; and Management Analyst, Matt Zayas. They are going to help me in presenting
the budget document. They put in a lot of hard work and I don’t want to take all the credit and I

wanted to give them some opportunity to present their information.
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I’'m going to kickoff with the Table of Contents. Basically, we have the Table of Contents that is
real nifty. It’s clickable if you’re looking at it in an electronic PDF, so you could click on the
number here and it will take you straight to that page. I’m pretty sure a number of you probably

have already figured that out.
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In the next section is the County Administrator’s message. We have the actual message from the

County Administrator and then we also have the presentation that was done on June 27,
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In the next section we have the Commissioner’s Visions, Values & Goals.

Unified Government of Wyandotte County / Kansas City, Kansas
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There you can find things like the Vision Statement, the Mission Statement, Strategic Plan Values,

Strategic Goals. Also, you can see a hierarchy of elected and appointed officials.

County Administrator

Then there is a hierarchy for internal departments.
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COMMUNITY PROFILE
2019 AMENDED AND 2020 PROPOSED BUDGET

HISTORY
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The next section we have the Community Profile. This is a really neat section also for someone
that wants to learn the history of the Unified Government and different things about the Unified

Government as far as the makeup of ethnicities.
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We have the Budget Overview which basically breaks down and provides information on the

budget process, the budget calendar and it also provides a glossary of terms.
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PROPOSED BUDGET

FINANCIAL
OVERVIEW

Then we have the Financial Overview. Here you can find a listing of the Notice of Budget Hearing

that went out.
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Also, a summary of all the expenditures by fund and their mill levies and there’s also revenues by
fund.
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Unified Government of Wyandotte County/Kansas City Kansas
2019 Amended - 2030
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Also, in this section we have the Fund Statements. Right here we have the City General Fund, but
all our 29 funds, there’s a page for those. You can see, there’s historical information for them for
the 2017 Budget, 2018 Budget, and then also the budgets that we’re recommending for the 2019
Amended and the 2020 Budget.

Urified Government of Wyandotte County,/Kansas City, Kansas
2018 Amended - 2030 Budgs

Department Expenditure Summary
Dedicated Sales Tax

| Police Department - Expenditure summary |
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In the Financial Summary Section, you will find a breakout of the Dedicated Sales Tax. One of
the things we do here is kind of the three main funding areas. The Police Department, the Fire
Department, and Infrastructure. We also show what the 2019 approved budget was and what we’re
recommending for the 2019 Amended and the 2020 Proposed and also the percentage of each of

these sections like how much of the budget they received in their particular department or section.
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Then we move on to the Department Expenditure Budgets.
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Unified Government of Wyandotte County/Kansas City Kansas
2019 Amended - 2020 Budgel

Section: Community Services

Here is where we breakdown all the departments. The example I’m going to use is Community
Services. At the start of Community Services section, you get a display of all the departments that
are here, an illustration of the pie chart on the percentage of what it comes out to be. You can see
Community Service right here and how it compares to all the other categories of the budget. In
the department breakout we have like the Public Safety section, Public Works section, Community
Services section, General Government, Judicial Services, so there are departments within all these
and there is a section for each of those in the book. Here for this particular section of Community

Services you can see the total of each budget.
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Also, providing the information with the departments you kind of get an overview of what the
department does, some important things that they have going on and then some of the highlights
of what they accomplished in the past year or accomplishing right now and what are some of the

new initiatives they look forward to accomplishing in the future.
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There is also the Financial page for the department. One of the things it does here and is a very
neat page if you’re into numbers, basically we breakdown the categories of all expenditures. You
see we have the Personnel costs, Contractual Services, Commodities, Capital Outlay, and a host
of other categories that kind of shows you historically what they’ve spent in the prior year and
what we’re recommending for the budget in the 2019 Amended and 2020 Budget. You can also
see the divisions here and the amount of employees in each division and the change over the years.
Also, we talk about the different funds that the Unified Government has. It’s a breakout of all the
funds that fund this particular department of Parks & Rec. Above, up here, we have the fulltime

equivalents by division. Down here at the bottom is a breakout of the divisions by dollar amount.
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CAPITAL MAINTENANCE
IMPROVEMENT PROGRAM (CMIP)

Now I’'m going to turn it over to Michael Peterson and Matt Zayas to talk about the Capital
Maintenance Program. This is a section that they really improved during the budget season. They
started work on it in November 2018 and put a lot of work on it. It wasn’t just them, but it was

like the whole Finance Department that came together and worked through it.

Michael Peterson, Assistant Budget Manager, said the Capital Maintenance Improvement
Program section is the section that is the most changed from prior year’s budget documents.
Basically, what we did was we utilized best practices from the GFOA, Government Finance
Officer Association. We went and looked at what some of word—or highlighted budget

documents were that they had and then we incorporated some of those changes into our document.
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Utilized best practices from
_ Government Finance Officer
201.9 2024 Association (GFOA) award winning
Ca P_'ta| capital documents
Maintenance

Improvement
Program
(CMIP)

We updated the Capital document section to include summaries as well as summary tables, charts.
We also added in authorizations that normally show up in the fall as well as project detail reports

highlighting the 2020 Capital projects.

Capital Document Section Layout

6. Capital Maintenance & Improvement Program (CMIP) 2020-2024 Five Year Plan
Executive Summary
Al B Ul DITIE NI 1ttt e e bt b 0B £ 0B R
Capital EQUIpmMEnt SCREAUIB ....ociiiiiiii et s st beebs e e s sm s e ms et b e ba st b es s s ebmne e
Capital Projects
Lo T o L OO PO UR TSP
Cash Projects Schedule.
DT PIOJBELS cuvvemseeneresessmessresmesss s ssre e sme e s rare s s sn st re s sm s e e n e ettt e
Debt Projects Schedule
Debt Authorizations

2020 Project Descriptions ..

Unfunded Projects

Just a short overview of kind of the changes that we made. In prior years the Capital Projects
section was first. There were two different Capital sections, Capital Projects and Capital
Equipment. We consolidated that into one Capital Maintenance & Improvement Program section
starting with an Executive Summary followed by the Capital Equipment, Capital Projects split into
Cash Projects and Debt Projects. Then following, the Debt Authorizations, 2020 Project highlights
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and then Unfunded Projects. Matt is going to go over kind of what’s in each section in a little

more detail.

EXECUTIVE SUMMARY
CMIP Process & Policy

Capital Maintenant

The Capital Maintenance bmipr n Program [CMIP) is 3 S-year planning tool intended to assist management in
finncial forecasting that allows fio tization, fimancing, coordination, and technical design of all capit sets. Each
year the document is updated and pr Commission for approval. Changes may include the add of new

ment, as well as the reprioritization or removal of other capital, More detailed information on the
Capital Maintenance and Improvement Program may be found in the Appendices Section, Financial Policies, Copifal
Aszet and Equipment fnvestment and Monagement Policy

CMIP Program Overview & Highlights

2020 Capital Maintenance Improvement Program Overview

The Unified Government of Wyandotte County / KCK 2020 Budget has allocated 5122, 1M across the arganization for our
2020 Capital Maintenance improvement Program. OF this amount 534 6M s contained within our certified funds with
the remaining $87 5M originating from our Debt and Grant budgets. The $34.6M constitutes B 73% of the Unified
Government total certified budget, which breaks down to the following percentages for each of our funding sources’
2020 expenditure budgets

Funding Source % Capital % Other Expenditures
Consolidated General 3.05% 96.95%
Other Tax Lewvy 0.66% 99 34%
Special Revenue 29.51% 70.49%
Proprietary (Enterprise] 23.13% TEBTR
Fiduciary {Trust/Agency] B.85% 01.15%

Matt Zayas, Management Analyst, said our Executive Summary consists of our CMIP process
and the policy associated with that and then we also touch in some of the 2020 financials. We say
here’s what we’re going to spend Capital Assets in 2020 and finally, we produced a little bit of

highlights for what we see as the major projects and capital assets that will be improving in 2020.
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Five Year Capital Equipment: by Fund Category
nvestment in capital equipment is a crucial part of not only the day-to-day operations, bt also the long-term viahility of
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» CAPITAL PROJECTS
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+ DEBT PROJECTS
« CITY DEBT

10,577,378

Then some of the work we did, as Michael said, we summarized our CMIP by Capital Equipment,
Capital Projects, and then the three different types of funding that goes towards Capital projects.

In order to expand upon just the schedule, we had before, we used a variance of tables
and charts to make it more readable, help the resident really understand what’s going on in his or
her Capital Improvement projects.

To do that we had some charts, as you see in the background, and kind of organized the
fund category, the functional area and also the Capital type. To add a little bit more visuals to that
we made a lot of different pie charts, stack charts and they illustrate here’s where we’re going to
focus our funding in 2020, the pie charts do. The stack charts go into more detail of here’s what

it’s going to look like over five years.

July 11,2019



18

CMIP Schedules

UNIFIED GOVERMMENT
- 2024 Proposed Capital Maintenance Improvement Program (CMIP)
Capital Cash Project Summary 6/27/19
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Mr. Peterson said in each section you will also see the schedule that has always been incorporated
in the budget documents, each schedule. The Equipment section has the equipment schedule, Cash
Projects has the cash schedule and the Debt Projects has the debt schedule organized by funding

source and department and project.

~ Debt Project Authorizations

131st 5t and Leavenworth Rd Intersection Reconstruction

[Statulory Authority: Charter Ordinance C0-03-09
Priod Authorization Approved: R-32-18

Prios Authorization Amount

(Approved®:

New Authorization Amount®; Hfa

TPt copralined NeresT o Qmy Tevi Vi ing ond coss of issuance
Praject Desoription:

51,100,000

Project to Feconstruct the exiting rural four-legged intersection, with north and south stop patterns, to a rural sec
fwith a roundabout style intersection, improvements would include two 12 ft lanes wit ft shoulders, a 5 ft
e side and a 10 ft shared use trall an the other, and "v-ditches” for storm water drainage. The roundabout itself

'would be constructed out of concrete with mountable curb and gutter to accommadate larger wehiches.

51st N of Cleveland RCE Replacement

Statulory Authoriby: Charter Ovdinance C0-03-09
Prios Authorization Approved: R-BO-16

Prior Authorlzation Amount

(Approved®:

Mew Authorization Amount®: MfA

S700

"3 oopihotined inferest on any femponany irancieg ond costs of inuonce

Praject Description:

Replacement of a reinfarced conerete box loeated appraximately 150 feel narth of the intersection of Cleveland Avenue
[amd M. 15t Street.
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One of the big changes we made was we moved to the Debt Project Authorizations from the fall
into the budget document so that we can approve the debt authorizations along with the budgets

for the Debt projects. That’s a section you will see after the Debt Project schedule.

Project Detail Reports

Project Title (Project #): Interstate 70 and Turner Diag. Interchange Reconstruction (1620)

Priosity Based Budgeting Results: Increase Safety and Perception of Safety, Increase Economic Prosperity for All Citizens, increase Community Cobssion
Department: 040 - Public Works Scheduled Completion Date: Dec 31, 2023

.

Description and Scope of Work: The project will reconfigure and constnuct the interchange of 170 and Tumer Diagonal fo a
Drverging Duamand Interchange (DO1). This configuration woukd elminate saveral of the axbra ramps needed and would make this
inéerchange more efhcent for rafic Sow and huture developmend. The project also incudes pedesérian accommodations, signals
instaliation, and stonm drainage concerms.

Justification: This project is localed on a highly iraveled and desirable corridor of 1-70. Changing the esss of sccesses would
greally increase he development possidities. long this sechion of Tumer Disgonal

2019 2013
Funding Souwrces Original 2020 2031 2023 2023 2024 FY19-24 Future
990 - Intermial Improvement 10,000.009| - 3,750,000 3,750,000 - - - 7.500,000
99 - Outside Funding Sourcs 24,000.000 24000 000 - . - - & 24 000,000
Funding Sources Total T4, 000,000 24,000,000/ 3,750,000 L.TED, 00 34,600, 000/
Progect Budget Impact mﬂ;:“ 2013 2020 201 2022 2053 024 Fr13-24

Additional Positions (FTEs)
Total Project Capital Cost 10,000,000 24,000,000 3,750,000 3,750,000 - - - 31,500,000

Total Facility & Depariment Operating| - - . i -
N REvenug Sources - . B - - . - -

Met Project Impact| 10,000,000 24,000,000 3,750,000 3,750,000 - - - 31,500,000

Operating Imipact:

Another very significant change, we added some Project Detail Reports. There’s about 80 of these
projects that were highlighted. Each project you can see a description and the scope of work as
provided by the department that’s over the project as well as the justification for why the project
exists and then the funding sources that are going into the project as well as an overview of the

projects budget impact. That wraps up the Capital section. I guess behind the Project Detail
Reports there is the Unfunded Projects list.
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GRANT INVENTORY

The Grant Inventory comes next in the budget document. Within the Grant Inventory we breakout

the grants that are currently awarded by whether they’re federal grants, state grants, private grants
or a combination. We break them out by department and we also break them out individually and

have a description for each grant. There’s about $17.5M that we have in grants for this budget.

2019 - 2020

UNIFIED GOVERNMENT

PROPOSED BUDGET

PERSONNEL
OVERVIEW
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Personnel Overview, we added a few charts to just show the breakdown of where the positions are

allocated by funding source as well as by functional area.

Ursfied Gover iof Wyandette Ce

nsas City, Kansas

1049 Amended

21147
TSL00 2106.80 21650

AR 155,30 155,30

233768 136210 FEFFET]

Unified Gowernment of Wyandotte County/Kansas City, Kansas
019 Ak — 200 B

_— Pasition Inventory by
" Full Tn ety
aging ADNEN SUFPORT SPECALIST 100 100 100
DRECTOR 100 100 100
FISCAL OFFICER 100 100 100
FISCAL SURPORT SPECIALIST 100 100 100
PROFESSIIRAL PROGRAM ASSISTANT 100 109 100
PROGREM 2106 100 100 100
PROGRAM EOORDINATOR 20 200 200
PROGRAM SPEOSLIST .0 700 .00
fuging Total 5.0 1508 1500
Appraiae ADMIN COORDIRATOR 500 ano
AW SURRORT ASSISTANT 0 00
ADMIIN SURPORT SFECTALIST 250 x50
APPRAISIR 200 am
APPRAISER SUFERVISOR 100 L0 100
DARECTOR 100 108 100
FISCAL OFFICER 100 oo 000
INFORMATION SYSTEMS ANALYST 10 100 100
MANAGEMENT ANALYST 00 100 100
MANAGER 100 108 100
PRCETSSIONAL ASSISTAMT 100 100 150
PROFESSIONAL PROGRAM ASSISTANT 100 100 180
PROGRAM COCRDINATOR 100 059
PROGREM SUPERVISOR 200 200
REAL ESTATE APPRASSER 300 500
Aperaizer Total 32.50 s 3250
Commbshnens COMMISSIONER 200 00 200
PREFESSIOMAL ASHSTANT .00 200 200
Comeissoners Total 5.0 500 500
Community Corrartions ADIMIN SUPPORT ASSISTANT am 059
AN SUPPORT SPECIALIST 500 a0
ADKIN SUPPORT SUPEVISOR 10 100
DARECTOR 100 100
INTEN SUPERAISION SLIPEMVISON 700 700
INTEMSIVE SUPERVISION OFFICER ERL M0
INTEMSIVE SUPE ADMIMISTRATOR 500 300
PRE TRIAL COORDINATOR 0 200
PROFESSIOMAL PROGRAM ASSISTANT 500 500
PROGRAM AIDE 25 250
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as well as by department and classification.

Unified Government of Wyandotte County,Kansas City, Kansas
2015 Amended - 2020 Budg

Employer Pald Benefit Assumptions
Employer Pald Bansfits 2018 Original 2019 Amended 020 Buadget

Hizalth Insurance (Tradeonal Plan)

58,018 58,169 56423
518,950 §19,462 21,15
Health Insurance (Health hl\llaﬁfw

Acount]

57214 §7.352 7,540

S16,835 $17,265 518 546

$382 8364 $393

3899 5856 94

547 552 556

$108 112 1

532 528 528

$32 528 518

51,800 51,800 51,800

9 5% 5% 961%

Z17% Z1T% 21.55%

| Z217% 1% 21.95%

KPERS Retired From Different B 5% BET% B Ew,
Employer

B 2% B20% 6.2

1.45% 1.45% 1.45%

0% e[ 010

At the end of the Personnel Summary section you will see the Employer Paid Benefit Assumptions
and this will show the amounts that we used in our ‘19 predictions last year as well as the current
amounts that are being budgeted for employee benefits and the amounts that we are projecting for

2020.

2019 - 2020

UNIFIED GOVERNMENT
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FINANCIAL
PoLICIES
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Lastly in the budget document you will see the Financial Policies. This section contains the 18
financial policies along with adoption dates and the resolution numbers to go along with each

policy.

Mr. Bach said with that, do we have any questions or do you have any closing statements on that
Reggie? Any questions over the budget document and how it was put together, format, or anything

you’re missing.

Commissioner Kane asked would you go back to the Hutton Road & Leavenworth Road. Wasn’t
there something about a roundabout out there? The second line with a roundabout style
intersection. I thought we realized since we were putting a fire station there, we weren’t even
thinking about a roundabout. Commissioner Bynum said 131%. Commissioner Kane said okay,
I’'m sorry. Idon’t like a roundabout at 1315t either. I don’t like roundabouts period so I don’t care
where you think you should put one, I could tell you where you could put one, but I think it’s a
bad idea to set that up especially because you’re talking by a school which would be a lot more
traffic.

Mayor Alvey said I will speak to that point. My daughters attended St. James Academy.
There are several roundabouts. In fact, there’s a roundabout right in front of a combined Police &
Fire Station on Prairie Star Road and there is a roundabout right as you enter into the school. What
was interesting is it seemed to handle the traffic better, but then again, I’'m no expert on that.
Commissioner Kane said I will bet you money that Leavenworth Road is a hell of a lot busier
than the road you’re talking about. Mayor Alvey said I don’t know. It could be. Commissioner
Kane said it’s a highway. We use it all the time and you’re talking about—they run all the way
from Johnson County all the way back to St. James and I agree, slow moving places like that is
fine. This is not slow moving. Mayor Alvey said I don’t know what the comparison would be.
Commissioner Kane said this is an overabundance of traffic. 1 would think before you do
something like that you would want a traffic study and then see what it compares like somewhere

else. Mayor Alvey said agreed.

Kathleen VonAchen, Chief Financial Officer, said I just wanted to make a few closing

statements regarding the budget document. 1 would like to thank County Administrator, Doug
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Bach, and the others senior managers for their support of the Finance Department to replace our
budget software and to go out and do that training and all of you for your support because that all
made utilizing the software to the fullest extent so that we could produce this budget document
and produce the Capital section which is almost an inch thick and has a great deal of information

for our residents.

Commissioner Philbrook said thanks a lot. This document is heads above some of our older
documents. These are much easier to read, much easier to understand and actually when I read it

I can figure out what question I have because there are relationships in here.

Mr. Bach said I really do appreciate the way the Budget staff advanced what we did in projects
this year. I mean that is one thing I think that as the commissioner was able to pull that out, you
know, on the point about roundabout like it or not, it put the detail in there so you understood what
we’re thinking and let you start thinking about that and offer those comments on, so hopefully,
we’re not surprising you with something later. That is part of the training they’ve done too.

I will also note, the message in the front as Reggie pointed out, that’s the message
Kathleen weighs in real heavy in the way that’s put together. If someone’s out there that’s wanting
to look at our budget and doesn’t want to cruse through 800 pages of document, that’s a 15 page
summary that talks about major changes from year to year. That’s some of the stuff we try to
emphasize in that letter and really there are only a few pages that get to that, but it kind of provides
a narrative to the presentation if your flipping through the PowerPoint section that can allow
somebody to really know—because a lot of times the budget we bring from year to year is mostly
the same. It’s a lot of information from year to year and we’ve done some incremental changes to
it, that notes more the substantial changes coming in so you can look at those 15 pages and get a
feel for it without—then maybe flip to the sections that are of interest.

Mayor, that’s all we have on the Overview unless you have other questions.

Mayor Alvey said I would just add one comment. You know towards the end of your message,
the County Administrator’s message, there’s a discussion of unmet needs which I think is crucial
to highlight. It’s at the end of the message but I think it’s really important to us. As we move into

our Strategic Planning this fall we need to really look at our long-term fiscal situation and what
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we need to do. The only suggestion I would make is that we articulate really what the challenges,
we say what the challenges are, but we really identify what the tradeoffs are. Should we chose,
for instance, to reduce our debt level by paying things more with cash and then what does that do,
really what the repercussions of our—what the decisions to be made are and what the alternative
costs are to each of those decisions. For the public who might really latch on to this, they could

see really what the situation is and what the varying options are.

Commissioner McKiernan said actually, I think Commissioner Bynum just answered my
question. I believe what I was going to ask about is the very next slide that you have and you have

not yet covered it.

Mr. Bach said if there are no other questions, I will turn it back over to Reggie and his staff to go
over changes. We’re not reviewing everything. We are just pointing out items for when you in
May and how that left and we left that time and we had to do some things to balance the budget.
As I said, and you’ll see on this first page, some of them are just the way we are expressing in the
document, some are changing by fund or they’ve moved somewhere and then some are new that
have been added. Most of them fall under certain categories or some when we went back to the
departments and said you need to reduce your Commodities & Services, and that’s just a small
area of their budget, but they opted to make that reduction in their Capital versus in Commodities

& Services.
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2020-2024 CMIP CHANGES FROM MAY SPECIAL SESSION

Debt Financed Projects

2019 2019

CMIP - Debt Paged  Original Amended 2020 2021 2022 2023 2024 FY18-24
Sireets
2
Mgy Prgview 2160 - Bridge#223 (36th and Ohio Ave.) Replacerment . : - 700,000 - - - 700,000
Proposed
Grants
[
Ay Preview AUTO - 2286 - Argentine Leves - 2,000,000 2000000 - - - - 4,000,000
Proposeds
[
May Preview AUTO - 2287 - Armourdale CentralIndusirial District - 2000000 2,000,000 - - - = 4,000,000
Proposed
day Preview NA
Proposesd o - temman Lisves Gefisrment i 4,000,000 4000000 - - - - 8,000,000

Mr. Lindsey said what we’re doing is presenting here what we first presented back on May 6 in
the Capital. Basically, what we’re going to start with is the Debt Financed Projects. What we
have here is the main preview on one line and then the proposed on the second line. We also have
the same way it’s set-up in the Capital document each year and then here we have highlighted in
blue what the change was and also with this being Debt, like the type of debt it impacts as far as if
it’s Streets or Grants.

This first particular project we have Bridge Repairs at 36" & Ohio where we’re
recommending cutting $700K from this bridge repair, but what we’re doing is we’re moving this
over to Annual Bridge Projects. We’re really not recommending to cut it, we just moved the
funding elsewhere.

Grants, basically we have two projects here that are under Grants, the Argentine Levee
and the Armourdale Central Industrial District. Both were at $2M each and what we’re doing here
is we combined them to equal $4M in the Kansas Levee Betterment. What we did was in the
proposed document we made that change, but these here in the May preview, we added $2M in

each of those so what we did was consolidated both of these in the proposed document.
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2020-2024 CMIP CHANGES FROM MAY SPECIAL SESSION

Cash Financed Projects
2019

CMIP Page® 2019 Original Amended 2020 2021 2022 2023 2024 FY 1824
110 - City General Fund
Fire Department
1
Mgy Priniew AUTO - 2216 - Fire Station 20 RepainRemodel - 100,000 : - - - - 100,004
Proposed B80S0 - Fire Station 20 Repair/Remodsl (Fund 971) 4639 - 50,000 : - - - - 50,000
Parks & Recreation
1
\igy Priniew 1070 - Trail Network Dev Prog - - 100,000 100,000 100,000 100,000 - 200,004
Froposed 1070 - Trail Metwork Dev Prog (Fund 233) 487 - 100,000 100,000 100,000 100,000 100,000 100,000 600,004
1
\ay Prendew AUTO - 2240 - Herflage Park Trail Lighting < 60,000 . - = < 1 50,000
Froposed 4029 . Haeritage Park Trail Lighting (Fund 113) 485 - 60,000 : - - - - 50,000
Public Works
1
Aay Prenasw 1088 - PW Assst Mgmt Sys Integrations 50,000 50,000 150,000 180,000 180,000 - - 500,000
Froposed 1088 - PYW Asest Mgmt Sys Integrations 454 80,000 50,000 20,000 20 000 20 000 - - 200,004
1
Mgy Priniew 8202 - Facilities Wnpovements - City 216,000 216,000 130,000 - - - - 345,004
Froposed 2202 - Facilibies impovements - City 454 215 000 10,000 130,000 - - - - 140,00
2
\iay Preview AUTO - 2184 - Landscaping - 50,000 50,000 50,000 50,000 50,000 60,000 300,004
Fropossed  T84E - Landscaping 454 - 50,000 £0,000 0,000 50,000 50,000 250,004
485
Fropossd 7845 - Landscaping (Fund §71) - - 50,000 - - - - 50,000

The second slide here, these are Cash Financed Projects that were moving off from the Debt
Projects. Again, what we have here is broken out by funds so we have the City General Fund here
and we have it broken out by departments. Again, we have the May preview, what was presented
on May 6 and then what’s actually in the proposed document and also, we have the page numbers
that were impacted.

Basically, what we did here was departments in the City General Fund they were asked
to cut 10% from their Contractual Services budget and also their Commodities budget. The Fire
Department decided to cut $50K from their Fire Station Repair/Remodel. It was $100K when it
came on May 6™ and now it’s $50K.

In Parks & Recreation Department, basically what we have here is we added $100K in
2019 and funding also shifted across the years between two different funds, the City General Fund
and the Tourism Fund.

Here we have the Heritage Park Trail Lighting and what went on here is just a funding
shift between different funds where it moved from the City General Fund to the Parks & Rec Fund.

In Public Works one of the things that happened here—they are in the City General Fund
also so we asked them to make cuts based on their Contractual Services and their Commodities in
the amount of 10%. What they decided to do was cut $100K from 2020 to 2022 and then in this
next project, Facilities Improvements, they decided to cut $195K from 2019 Amended Budget.
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They also decided to shift some funding out of the City General Fund into the Capital Projects
Fund.

2020-2024 CMIP CHANGES FROM MAY SPECIAL SESSION

Cash Financed Projects

2019
CMIP Page# 2019 Original Amended 2020 2021 2022 2023 2024 FY 18-24
Parks & Recreation
Pay Praview MA
Froposed 4022 - Wyco Lake Marina Docks 458 - - 60,000 - - - - &0,000
May Préview AUTO - 2269 - Providence Armphithiates Parking Lot Resurface 2 - - 240,000 240,000 - - - 480,000
4103 Frovidence Amphitheater Parking Lot Resurface (Fund
Proposed  223) 45T - - 750,000 - - - - 750,000

172 - County Health Departrment
| Haealth

3
ay Preview 8718 - Health Dept Facllity improvements - 50,000 50,000 50,000 £0,000 £0,000 50,000 300,000
ed MNA

221 = Specipl Parks & Recreation
Parks & Recreation

May Preview NA

Froposed 4022 - \Wyco Lake Madna Docks 457 - - 55,000 - - - - &5,000

The next fund we’re going to talk about is the Consolidated Parks Fund. Basically, here what
we’re doing, this is a new project. It was not in the May preview and we’re getting eight new
docks. Two of those are for public use—six of those are for public use and two of those are for
the Sheriff and the Parks & Recreation use. That’s funded from the Parks & Rec Fund and then
also the Special Parks & Rec Fund.

Also, in the May preview we brought forward the Parking Lot Resurface at the
Amphitheater and we decided to move funding for it to the Tourism Fund and also fund it in one
year.

Also, during the May preview the Health Department had $50K in Health Department
Facility Improvements; however, we needed to balance this fund because of the new electronic
medical software they are getting that costs $245K, so we cut this $50K out but over in the Debt
section there is like $3M in the budget for boiler replacement, also roof replacement and elevator

replacement.
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Cash Financed Projects

2018

29

CMIP Page# 2019 Original Amended 2020 2021 2022 2023 2024 FY19-24
550 - Sewar System
Public Works

Rday Preview 6302 - Annual Trdatment Plan Repains 3,020,000 3,020,000 3171000 333,000 3500000 3E70000 3860000 17 544,000
Froposed 6302 - Annual Treatment Flani Repains 458  3.020.000 3020000 3171000 3300000 3500000 3670000 32850000 30,511,000

553 - Stormwater Uity

Public Works
Bday Preview ALUTO - 2272 - Annual Hillside Dederioration Program 7 200,000 100,000 100,000 100,000 100,000 500,000
Froposed 5306 - Annual Hillside Deterioration Pragram 458 100.000 100,000 100,000 100,000 400,004
Bay Preview 5082 - Cash Resv Dabt Mgmt Major Cap & 2,680,000 250000 260,000 260,000 250,000 250,000 260,000 1,500,000
Proposed 6082 - Gash Resv Debt Momt Major Cap 458 2,680,000 250,000 260,000 250,000 250,000 260,000 1,250,000
May Freview 5303 - Storm Sewsr Repairs/Relacement &  1,000000 1,000,000 1000000 1500000 2000000 2500000 3000000 11.000.000
Froposed 5303 - Storm Sewer Repairs/Relacement 488 1,000,000 1,000,000 550,000 1,500,000 2000000 2800000 3,000,000 10,550,000
Bday Preview 5313 - Stormwater Prefim Eng Studies & 100,000 100,000 100,000 100,000 100,000 100,000 100,000 500,004
Proposed 5313 - Stormwaier Prefim Eng Studies 458 100,000 100,000 100,000 100,000 100,000 100,000 500,000

In fund 560 up under Public Works we had a tech change which is this blue column here. When
we originally bought it in May it was $333K and that should have been $3,300,000. The

Stormwater Utility we basically had to go in and balance this fund in 2020, so all of the cuts we

took care of was basically to get this fund balanced across these four different projects.

2020-2024 CMIP CHANGES FROM MAY SPECIAL SESSION

Adjustments to Proposed

2019 2019
CMIP Page#  Original _ Amended 2020 2021 222 2023 2024 FY19-24
- dall i
Parks & Recreation
lay Preview 8941 - Course Improvements T 20,000 20,000 20,000 20,000 20,000 20,000 20,000 120,000
Froposed 5941 - Course Improvements 458 20,000 20,000 20,000 20,000 20,000 £0,000
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Lastly, we have Sunflower Hills. We also had to get this fund balanced so we did cut some course
improvements from their budget in their fund but we do have some funding in the Tourism Fund
in the amount of $150K for bunker replacement and tee replacement.

That completes all the adjustments that we made to the Capital section.

Commissioner Walters said looking on page 442 of the Capital Maintenance Improvement
Program Projects Summary, there are some really big numbers on this page so I’'m just wondering,
I’'m seeing a 2019 Amended Budget, a grand total of $167M. Where could I go within this budget
to get some breakdown like Internal Improvement $98M. Where would I go to get a breakdown
of detail of what that is? Are you seeing that number? About halfway down the page 2019
Amended, Capital Project Funds, Internal Improvement $98M. Mayor Alvey said number 990.
Commissioner Walters said 990, for example, or all the way down at the bottom 0040 Public
Works $160M. Where would I get the detail on those numbers? Mr. Lindsey said it would be in
the Debt section. It starts like on page 471, page 466. You can see the $97M that you were talking

about. It totals up down there.

Mr. Bach said, Commissioner, what you see there on page 466 that then takes that one bulk item,
breaks it down into categories; Street, Bridges, Traffic, Engineering, Facilities, Parks, Rec,
Community Facilities and such on down the page so you can see how much is in each area. Then
on the corresponding pages, unless I’m incorrect guys, then you can go through it and that’s where
your line detail of each one. So, when you see Streets $10.8M, you come back over here under
the next section under the Debt Financed and you’ll find—that’s where I find Streets and then you
find that and that would add up to that corresponding numbers. You will see each one broke out
individually. Mayor Alvey asked are you talking about page 472 and did you move from 472.
Mr. Bach said I moved from 466 which does it by category that adds back up to that $97M and
then if you move to page—then there is just some more explanation slides in-between and then
you get to page 472 and on for these next several pages to go through Debt and Cash, right? Mr.
Peterson said that’s correct.

Commissioner Walters said this page 442 includes all of the General Fund, Enterprise
Funds, everything, is that correct? Mr. Lindsey said yes. Commissioner Walters said I heard a

yes, right? Mr. Bach said yes. Commissioner Walters said it’s a staggering number in the 2019
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and 2020 and then it goes down dramatically in ‘21, ‘22, and ‘23. I’m assuming, just from my
quick review, a lot of that is the Sewer System Treatment Plant.
Debbie Jonscher, Deputy Chief Financial Officer, said the 990 are all the Debt Funded
projects so that would include all of them including the Sewer. It would be included in that total.
Mayor Alvey said I think on page 474 and 475, is that what you found? Commissioner
Walters said I’m just reacting to—would we all agree these are big numbers? Mayor Alvey said
yep, government expensive. Commissioner Walters said I guess if there is any more enlightening

information we could get on that, it might be helpful.

Commissioner Bynum asked are we saying that on this line that you’re looking at, 999 for
$47.3M, I’'m sorry, it’s clear at the Capital Project Funds. You were talking about how it’s very
large and then it starts—Commissioner Walters said I’'m on page 442 which is the Summary
page. Commissioner Bynum said yes, and then Ms. Jonscher had mentioned that, if [ understood
correctly, the 990s are the Debt Financed. Just for example, on that Capital Project Funds total
$145M. When you get out here to 2024 it’s $19M, you were commenting on how dramatic that is
and I think that’s what were—Mayor Alvey said but that’s the revenue category, right? This table
above is revenues fund sources? Mr. Lindsey asked what page. Mayor Alvey said page 442.
Commissioner Bynum said yes, fund category, we’re just going back to that page 442. Mr. Bach
said no, that’s expense. Mayor Alvey said those are expenses, but it’s where it’s coming out of
so under Special Revenue Funds, Dedicated Sales Tax $3.3M is being expended at the top? Mr.
Lindsey said on page 467 there’s an illustration that shows how it drops off over the years and it
shows that it’s Sewer System. If you go to 467 in the bottom chart there.

Mayor Alvey said to be clear, the numbers drop-off from 145,792 to 90 to 48 because
we have not yet allocated funds or decided those projects yet. This is just what we already have
in place and have committed to—the projects we have already committed to, that portion will
decline over time, but there will be other projects coming forward. Is that correct? Ms. Jonscher
said that’s correct. I think this is the current amount that we have for the outstanding projects that
are ongoing so this wouldn’t include—this has a similar look to the Debt graft you’re going to see

later on in the presentation but this didn’t include any future debt.
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Commissioner McKiernan asked could I request that we get updated copies of the actual CMIP
Detail that starts in the original budget on 472, both the Debt and the Cash, get updated copies of
those. You’ve provided us with what the changes are but now some of those changes affect some
of the totals so as I try to match totals, and actually they don’t even match, and I just noticed that
so thank you for pointing out that collapsed page there. Could I get an update that just shows 472
through—well that’s just Debt and then the same thing for the Cash? It’s a reprint of our original
detail sheets. Ms. Jonscher asked are you talking about for the changes they just went through.
Commissioner McKiernan said what I would like to see is the original sheets that incorporate
those changes. I’'m assuming in addition to putting them in that PowerPoint there in the
spreadsheet. Ms. Jonscher said those changes are in the current CMIP document in your budget
book. That was the change from the spreadsheet that we provided at the May CMIP session.
Whatever change from that meeting to what is in your book, those were the changes that Reggie
just talked about and those changes are already incorporated in your CMIP document.
Commissioner McKiernan said of 6-27-19. Ms. Jonscher said that’s correct. The original

would have been what we handed you in May which I think was also put out on the website.

Commissioner Burroughs asked does this budget the way I’'m looking at it, I’'m looking at I guess
it would be page 474 where it has the 2020 through 2024, $70M proposed, that contributes to the
$165M I believe that has come up in a question. Does this budget include the new stormwater fee
to pay for these? Ms. Jonscher said no, it does not. Commissioner Burroughs said it does not,
okay. Mr. Bach said that has not been advanced yet so we’re not able to start incorporating those
projects in with the exception of the two, the Turkey Creek and then the Argentine Betterment
Projects that we had to move forward with earlier this year. They are in the budget and we still
need to identify how we’re going to fund those in the future. Right now, they will just fall into
our General Fund Debt. Commissioner Burroughs asked is that the $10M Wingwall Repair?
Mr. Bach said yes, and then the $10M Betterment on the Pump Stations.

Commissioner McKiernan said if I look on page 468 and I look at the first shaded line it says
Streets total and it’s 12.2, yes, it’s $12M, $12.2M, correct, for 2020? Yes, I’'m looking at the 2020
Budget. Page 468, Streets total for 2020, 12.2. Then if I go down to page 472—thank you for

following along while I looked at the correct column in page 472 and not the incorrect column in
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472, so you should not trust me with anymore numbers in this whatsoever. I see the match. Mr.
Bach said thank you for clarifying for all of us. It does kind of get you when ‘19 is in there twice.

It always kind of toys with the eye a little bit.

Ms. VonAchen said I could probably speak for Reggie reminding you that we’re open to any

suggestions on how we can improve how you read it.

Mayor Alvey said I think now we move to Revenue Review.

$ LTFP Revenue Estimating Team $
ﬁa{] Final revenue estimates
i . reviewed and approved by
County Administrator

CFO -\'
KATHLEEN VONACHEN
SALEST WPERT X/ MAOTOR

&

BUDGET MANAGER ‘

H

UG DEPARTMENT STAFF

DEBBIE JONSCHER MIKE GRIMM REGINJ!LD LIND’SE“'
LITILIT SH & EC

‘ DEPUTY CFO ‘ ‘ RESEARCH MANAGER |

DEBT COORDINATOR

ALYSE VILLARFEAL BUDGET 5TAFF: MICHAEL PETERSON, JUDI HER, & DEASIRAY BUSH
..

Ms. VonAchen said I have a terrific team of revenue estimating folks who help me put together
the estimates and the assumptions and analysis behind our prediction of how the revenues are
going to be coming in. First off, of course, Debbie Jonscher, the Deputy CFO, oversees utilities,
trash and other revenues. I don’t know if you’re aware, but there’s about 4,000 revenue accounts
and we have to go through and look at each and every one. Some of them are pretty small though
honestly.

Secondly, we have our Research Manager, Mike Grimm. You’ve seen him before. He
provides a lot of economic background and population tracking and has been instrumental in

collecting a lot of data in a whole slew of areas.
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Of course, we’ve got Reginald Lindsey, our Budget Manager, who assists with various
department revenues. Of course, all the UG Departments themselves that provide us information
on their own revenues. You know, Municipal Court, for example or the NRC.

You’ve all met Alyse Villarreal, our Debt Coordinator, and she’s a Management Analyst
extraordinaire and has really helped us.

Finally, we have Michael Peterson, Judi Her and Deasiray Bush who are our Budget

Analysts and are very, very helpful with everything we have to do.

. Economic . .
Professional Forecasts Historical
Judgement Trends

Best
Practices

Policy
Restrictions

Revenue Estimate

The revenues are estimated typically before the budget process. It begins sometimes—it’s while
it’s going on as well and then at that point the County Administrator also gets to review and weigh-
in and ask questions, so it’s a collaborative approach. The approach requires all of us to set our
best practices of professional judgement. Some of the economic forecast we go to various
conferences and do some reading on various economic trends, historical trends as well as policy

restrictions. There’s a lot of statutes that dictate how much we can collect.
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Wyandotte County Assessed Value of Property
Two largest tax revenue

sources that support police,
fire, streets, and many
other governmental
services are property taxes

51,600

51,400

Iilicns

51.200

$1,000 and sales taxes.
800
Property tax revenue is
$800 based on the assessed value
400 of the projected market
price of residences and
f200 businesses.

50
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= fleal Estate ™ Personal Property/MV = State Assessed Utilities

Data represented by tax year; For example, 2019 assessed valuation for 2020 budgeted revenue. County assessed
valuation increased 0.6% in 2014, 3.9% in 2015, 4% in 2016, 2.4% in 2017, 7.2% in 2018, and an estimated 6% in 2019.
Data includes motor vehicle valuations. Refer to page 178 of the UG Comprehensive Annual Financial Statements.

First off, ’'m starting out with a chart that was requested by Commissioner Burroughs several days
ago. As you know, the General Fund comprises of roughly $200+ million of our total budget of
roughly $390M. It’s a significant portion of our operations and the two largest tax sources that
support of our operations, that being supportive of Police, Streets, Fire and many other
governmental services that we provide to our residents come from property taxes and from sales
taxes. We spoke about property tax at our meeting on Monday, but today I’'m going to provide
you this one little graph on property tax and then we’re going to focus on sales tax later on.

Property tax is based on the assessed value of the projected market price of your
residences or business. This is a graph, a 10-year graph, of the total since 2009. This very dark
area is real estate. The blue area is personal property and motor vehicle and the last part is what
they call state assessed utilities, so corporations that provide utilities to our residents; those are
assessed by the state, but they’re part of our assessed value.

As you can see, beginning with when we had the recession it kind of dipped more so and
there’s typically a lag with property taxes, property tax values, because it takes a while for the
assessor to go in. When there is a housing bust, you really don’t see the value of your home
dropping until after several years have passed. That’s why you see this dip happening in 2011 and
2012, but we have recovered and, in fact, the data shows—and this is provided on a tax year basis,

so this 2019 is the tax or the mill rate that you all preliminary set a maximum mill rate on Monday
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and it’s in effect for 2020 Budget. For the 1999 assessed value for the 2020 Budget is how that
works.

The County assessed value—this is the entire county, not Kansas City, Kansas. Kansas
City, Kansas assessed value is less than this one somewhat, a little, a couple--$200M or $300M.
Our assessed value is up here in the, I hate to guess, maybe $1.5M range up there. It increases in
2019 by 6%. It started out in ‘14 with 0.6, so very slow growth during that recession and then it
jumped very steadily 3.9% in ’15, 4% in ’16, 2.4% in ‘17 and then it jumped up to 7.2% in 2018
the year we’re in right now. Next year we’re anticipating 6%. It does include Motor Vehicle
valuation and if you want more information on this, you can go to the Accounting Divisions

website where you will find a Comprehensive Annual Financial Report and go to page 168.

Shifting our Tax Structure,
Impact of economic development
$120

Millions

$100

S80

$60 / o

$20

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
Est Est

Sales and use taxes Property taxes

UG-wide Data. Property tax mill rate were reduced by 2 mills in 2017, 2018 and 2019, for a total of 6 mills. Property
tax revenue increase projected in 2019 and 2020 due to increased assessed valuation and improved delinquency rate.
Sales tax revenue increased in 2017 due to Village West STAR bond payoff, although has declined beginning in 2018.

The next graph I wanted to show you is one that we presented during our budget presentation or
perhaps it’s in the budget message. I don’t remember which. It kind of shows a history of those
two key revenue sources. Now, this is the entire Unified Government, so we collect property tax
for not just the General Fund, but also a number of other tax levy funds dedicated for certain
services.

We also collect sales tax for other functions such as Dedicated Sales Tax and for EMS

for example. All of those are reflected here and, as you can see, over time this increase in the
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revenue part that is generated from our property tax mill rate has been steadily very flat. Why is
that? The reason is that there has been a 2-mill reduction that began in ‘17 and a second 2-mill
reduction in ‘18 and a third 2-mill reduction in ‘19 and that kept this flat. If you read through our
CAFR, you’ll notice there are notes about how there’s very minimal increases in the collection of
property tax during those years. Now it’s increasing because we’re proposing in this budget to
maintain the mill rate at the current low level that it’s at, but there is that 6% assessed value growth
rate that we are anticipating—or actually that the County Appraiser is going to certify.

Some of that mill reaction, I don’t have to tell all of you, was conducted or approved in
anticipation of the STAR bond payoff and that’s what this bump here is. As we have all talked
about before, sales tax is a very volatile revenue source and so as a result, sometimes it goes up
and sometimes it goes down and you have to be prepared for that and that’s why we have Reserves
or Fund Balance.

What happened in ‘18 was it dropped and we’re going to talk about maybe some causes
for that. Originally, we were projecting this line to continue right through here, but unfortunately,
it’s down below. We’ve lost about $3M in revenue that we were anticipating in ‘18, another $4M
in ‘19 and another $4M in ‘20 and that requires that we need to assessed our priorities and

streamline our practices.

SA LES TAX REVEN U E REASONS FOR DISSAPPOINTING 2018 -2019 SALES TAX PERFORMANCE

Declining sales tax revenue echo cautionary
signals from previous economic downturn

- 2018 Retail sales rose the
beginning of 2018; then began

dramatically dropping in June
2018 Shiftad $6 M annually from

- property taxes to sales tax when
Greater reliance on STAR bonds paid off

Comprises of 23%in 2018 General
sa I esrevenue Fumnd Revenues, compared 1o 21%
in 2016

- Drop was seen nationwide
and here regionally

- Finances receives data two
months after the actual retail
activity

Scope of tax base (Le., don't tax
Sensitive to collection e

Online sales f e-commence
m Ethods increasng share of market; ta

- Early 2019 not showing
improvement

- Budgeted estimate for 2019
and 2020 is a conservative 2.5
% increase over the low 2018
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conditions ¥
alow nes automobile sales
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The reasons for the disappointing performance, it’s tough to know. You know the sales tax revenue
drop kind of echo’s what happened during the recession and it can happen very quickly. Because
of that you need to—we need to be careful not to rely too much on sales tax and to be ready for it
if it happens.

By the way, I made a note here that sales tax comprised of 23% in 2018 of the General
Fund revenues compared to 21% in 2016 before the STAR bond payoff. So, not a dramatic
difference, but it does signal a little bit of a shift. It also has some challenges, sales tax, because
of several reasons. The scope of the tax base—in some state’s services and groceries are taxed
and in others it’s not. It just depends—it’s performance greatly depends on the scope of the tax.

Additionally, online sales have really impacted the revenue performance for sales tax.
People are trying to get much more convenient to shop online and some of those online retailers
don’t remit sales tax to the respective states. Lastly, it’s very sensitive to economic conditions.
We’ve been talking to a lot of Finance Director’s across the state and we’re all just puzzled by
what’s going on here. All we can really come up with at this moment is that it’s a product of
market volatility that consumer confidence may be down and there’s a lot of economic uncertainty
related back during 2018 related to the drop in—or the reduction in—no, the increase in interest
rates, trade disputes, a number of other things.

Overall, just to recap, the ‘18 sales tax rose at the beginning of 2018, the first six months,
and then it dropped beginning in July. The drop was seen nationwide as well as regionally.
Finance, ourselves, we don’t actually collect or know the performance of sales tax until two months
after the transaction has occurred because the retailer has a month to report and remit his payment
to the state and then the state has a month to give it to us. So, we kind of are behind the curve
sometimes in knowing this.

We were hoping in 2019 that things would turn up, but they’re not really turning up, but
we’re going to get through this and so as a result we’ve reduced our sales tax estimate to 2.5% for
both 2019 and 2020.

I’'m going to show you some examples. This data that ’'m about to show you is what
they call Year over Year. It’s a percentage—what’s the percentage change of the amount that I
collected today compared—for this month compared to the month from the year before, year over
year. Naturally, if it’s above zero, then you collected more sales tax this year than you did last

year within that same month.
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United States Retail Report

United States Retail Sales YoY

Summanry Calendar Forecast Download - Alerts

Historical Data ARl
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You can follow the trend because then you can see how much it’s growing up or down compared
with the prior period. This is a report from the US Census and it discusses retail activity across
the entire United States and you can see that beginning in August it dropped. Now, they’re not in

the negative category. Here’s the zero right here, but you can see that trend line going down.

City of Kansas City, Kansas 1.65% Sales Tax*
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This retail report doesn’t have any numbers on it, it’s just percentages. The next few ones do have
actual dollars so that you can compare and understand it better. What we’re looking at now is the
City of Kansas City, Kansas 1.65% sales tax, percentage sales tax. That’s the sales tax for the 1%
City and then the quarter cent EMS and then the 3/8™ for the Dedicated Sales Tax. Since January
2018 we had very strong performance with a 25% increase over the prior year in the beginning of
the year. This is significant and then it drops to below the zero. There was some sort of blip here
in October. Oftentimes retailers file late and so then their payments get all bundled up so this sort
of blip happens, but it’s continuing. We were very happy when it started to look like there was an

upturn in February, but now it’s dropped back down again.

City of Overland Park, KS 1.125% Sales Tax
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Here’s Overland Park. Very similar slope. They’re also in the negative although it’s looking a
little better for them at the end in April. This data is based on the month in which we estimate the

transaction occurred. If you’re looking at December, it’s Christmas.

Commissioner Bynum said if you would go back one slide to the KCK. The blue line is a
percentage change. Ms. VonAchen said yes. Commissioner Bynum said at the very bottom are
actual numbers? Ms. VonAchen said that’s right. The bottom percentages are the same as the

blue line. Commissioner Bynum said I mean at the very bottom of your slide—Ms. VonAchen
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said that’s correct—Commissioner Bynum said those are actual collection numbers, right? Ms.
VonAchen said yes. They are numbers that the state gave us. Commissioner Bynum said oh, I
see. | was not reading it correctly. So, for example, right where you are, July of ‘18 the prior was
$2.8M and then July of ‘18 was $2.6. Ms. VonAchen said yes. (Talking was inaudible) Ms.
VonAchen asked got it. Commissioner Bynum said yes. Ms. VonAchen said thank you for

asking that. I just whizzed by, you know, figured you all are on the same page.

Ms. VonAchen said so, Overland Park. Anymore questions on that? Commissioner Johnson
said it looks like we’re trending the same way that it’s going nationally, but two slides ago
suggested nationally we hadn’t reached that threshold as of yet or is that not true? Nationally they
have not crossed the zero. Ms. VonAchen said right. Commissioner Johnson said so what makes
Kansas, I suppose, so much different than—is there anything that would suggest what would make
us different or lower than the average? Ms. VonAchen said I don’t know the answer to that, but
I do have a slide from Kansas City, MO coming up. Melissa Sieben, Assistant County
Administrator, said [ would also suggest what we tax so every state varies in what it collects sales
tax on, so it could be what we’re collecting sales tax on has a higher elasticity so people have the

ability to not purchase those items where other parts may not be that way. That’s just a thought.

City of Lenexa, KS 1.5% Sales Tax
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Ms. VonAchen said Lenexa collects roughly $2-$1.5M per month and they’re also—they had a
significant increase in the early part of 2018. This was likely due to some variability because the
vendors tend to hold off on remitting and so there are some lumps in the data, but it’s going down.

Things are looking a little better for them in April, but it’s hard to know if it’s a trend.

City of Kansas City, MO 2.875% Sales Tax*
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*Excludes the 1/8" sales tax dedicated for economic development projects passed by voters in April 2017.

Here’s Kansas City, MO. This does not include their recently adopted ' cent sales tax dedicated
for economic development projects that was approved by their voters recently and that’s because—
well, the data just wasn’t—I think it came in in the middle of the period so they decided to take it
out. This is just that portion and so it’s hovering above the zero line. It’s a lot flatter than the
others in ‘18 and then it drops down as well. I asked her what this was about and she basically,
like I said, we were all at the mercy of—in her case the Missouri Department of Revenue, so

whatever they give us, we collect it and deposit it.
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Kansas City, KS 1% Sales Tax Summary by NAICS*
2017 - 2018 (situs-months January thru December)*
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Here’s a really interesting chart. I have two of them. This is basically a comparison of 2018 with
2017 looking at the collection from the perspective of the business classification of the business
that remitted the funds. The biggest kind of category, I lumped them into three categories, is retail,
accommodations and food service, and utility, construction, wholesale and information. These
kind of three represent 82% of the total collections during this period, during 2018 actually. The
reason [’'m showing you this is because you would think well, geez it’s not so bad. You know, in
2018 we had overall that it increased 3.7% so that seems pretty good. The problem was at the
beginning we collected, I don’t know, I could look back, but you know 10-12% and then at the
end when its heading into 2019 it drops below into the negative category. That’s why you have to
kind of look at it on a month to month basis and I have a great staff that does that. Alyse, Debbie
and Mike Grimm, we all look at sales tax all the time.

Here you will notice that retail sales is down 1%. That doesn’t seem very much, but you
will see later on. Accomodations increased a little bit, 9.5% and then wholesale, utility, etc.

increased 6.6.
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Kansas City, KS 1% Sales Tax Summary by NAICS*
2017 - 2019 (situs-months January thru June)*
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The next slide I’'m going to show you is January through June. This is the January through June
for 2017, for 2018, and for 2019. I picked this because it is the most pertinent to us right now
because right now we’re in January through June. I estimated some June so it’s not 100%, but it’s
pretty close. You will see though how the activity for this 6-month period, for the past few years,
you’re seeing a reduction. It’s not as rosy as you had—than the other overall chart shows. A 4.1%
drop in ‘18, 16.5% drop in ‘19 and that’s from retail activity which is 34% of our total sales tax
for this 6-month period in 2019.

In ‘18 overall there is a 6% increase yet we’re down 5.6% in ‘19 and, so anyway, just
some more information you can review. If you have any questions on it, I’'m happy to talk with
you about it. We’re trying to get answers for why is it going down. I’m not sure we’re ever going
to really know exactly why, but what’s most important for us as managers of the organization, is
that we stay vigilant and make plans. That’s why we do this is to look for every opportunity to

make the modifications so that we’re continuing to provide excellent service to our residents.
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CONSOLIDATED GENERAL FUND FY 2018 FY 2019
May YTD % of May YTD Yo of

numbers in 000's Budget Acrtual budgert Budget Acrtual budgert
Revenues $ 206,909 $ 216,507 $ 93,223
Expenditures $ 208,468 $ 219,475 S 85,385

Net Alloc & Transfers $ 1,325 S 185 S 46

Net Change s (234) $ (2,783) $ 7,884

Balance, Start of Year 5 19,046 § 25,785 S 25,785

Balance Year-to -Date 5 18,812 S 23,002 S 33,669

CONSOLIDATED GENERAL FUND OVERVIEW

We’re going to go over this real quickly. One of the commissioners requested it. It’s how are we
doing through the month of May. This is for the Consolidated General Fund. As you can see, this
is a comparison of budget to actual for 2019 and then the same period in 2018. As you can see,
well, if you divide 5 into 12, you get 42% so basically 42% if you were spending and collecting
money at the same rate throughout the entire year, you would be at 42%. It’s a little deceiving
because you see this 43% paying the revenues, not doing so bad, but the issue is that we actually
collect one-half of all property taxes in the first months of the fiscal year. There’s a lot of property
tax in there that’s kind of helping with the soft sales tax performance. Our expenditures are only

at 39% so they are down. Our fund balance is staying strong.
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GENERAL FUND BUDGET - COMBINED

Fy 2019 Fy 2019 Fy 2020
ORIGINAL AMENDED PROPOSED
BUDGET BUDGET BUDGET
Reverues 226,387,853 226,723,539 230,867,378
Transfers-In 2,256,000 2,256,000 2,256,000
Subtotal: Sources 228,643,853 228,979,539 233,123,328
Expenditures 228,361,744 230,373,965 234,411,275
Transfers-Out 2,065,000 1,965,000 2,270,000
Subtotal: Uses 231,426,744 232,338,965 236,681,275
Met Change in Fund
Balance (2,782,891) (3,359,426) (3,557,947)
Cash Basis Ending Fund
Balance ¢ 23369753 |§ 22,793,718 |§ 19235271
CAFR Ending Fund
Balance $ 37033491 |$ 36629458 |$ 33071510
17% Target Resarve s 17% 17% 15%

46

Combined General Fund - Amended 2019 and Proposed 2020 Budgets
Planned use of fund balance of $3.36 M in 2019 and $3.56 M in 2020

I want to focus now on the future, on the proposed budget that Doug Bach presented to all of you.
In the budget document, the budget message, there’s a couple of tables that looks like this one and
it’s for the City and for the County. This table is the City, County and the Parks all combined.
What it’s telling us is that there is a very rationale plan to use the fund balance of $3.36M in 2019
and then $3.56M in 2020. We’re going to talk about that. Now, what’s the impact of that?
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GENERAL FUND TOTAL FUND BALANCE
AS A PERCENTAGE OF EXPENDITURES & TRANFERS

Moody's
Downgrade to Al

Combined General Fund - Fund Balance History and Budgeted Estimate

e
You’ve all seen this graph before. All I did was update it for these last two rolls. I’ve got 2019
Budget which is for the Consolidated Budget at 17% which is the target. We set a target of two
months of Operating Expenditures and Transfers and 2 into 12 basically is actually 16.7%, but we
round-up to 17%. Unfortunately, we are dipping into fund balance in 2020 because of the $3M
delta between revenues and expenditures in 2020. The reason for having reserve is to assist us and

give us time to respond to economic downturns.
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¢ UG GENERAL FUND RESERVE POLICY

ADOPTED JUNE 2018

General Fund Reserve

Operating Reserve: 2-months of on-going operating expenditures, or 17%

Economic Uncertainty / Emergency Reserve: 1-month of on-going expenditures, or 8%

Total Fund Balance Reserves: 3-months of on-going expenditures, or 25%
Compliance

*  Measurement at December 31% as part of annual financial audit

» |f targetlevel of reservesare not being met or likely to not be met at some point within a five-
year time horizon, then during the annual budget process, fund balance levels will be provided
to the Mayor and Board of Commissioners

»  Should the projected year-end fund balance be below the operating reserve, a plan to replenish
the reserve would be established to achieve reserve levels over a five year period

The rating agencies understand that and our policy actually accommodates for us—has
accommodations for that, but it does have a clause right here right here as a reminder, which we
all adopted this policy, should the projected year-end fund balance be below the operating reserve,
then a plan to replenish the reserve would be established to achieve reserve levels back to where
they were over a future five-year period. Now, who puts that plan together? Well, I suppose I
come up with some ideas, you come up with some ideas, we all reach a consensus and work

towards that common goal.
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Difference between budget and actuals
over the past 10 years
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Average over past 10 years:
Actual Revenues are higher by $666,000 than estimates; Actual Expenditures were $3.7 M lower than budget.
Change to Fund Balance on average over the past 10 years is a net positive $4.37 million.

There are a number of ways that you can get your fund balance back to the acceptable level or the

=

w

target. One way is to simply not use any kind of unspent budgeted money at the end of the fiscal
year. Oftentimes, sometimes, in fact over the last 10 years, five times have the revenue estimates
exceeded the budgeted—or the revenue actuals exceeded the estimates. So, 5 out of 10 times we
collected more than we anticipated, but over the last 10 years all 10 times we budgeted more than
we spent. What we’ve got here, and I’ve done the math for you, is the average over this 10 years
is that $666K in additional revenue we did anticipate and on the expenditure side the average over
the 10 years was $3.7M in budgeted money that was not spent. Of course, the net between these
two, positive, positive, you add the two together you get $4.37M and that money just goes to fund
balance just like your checking account. If you had plans to go to dinner, and then your plans fell
through, the $20 you were going to spend on dinner just stays in your checking account and that’s
what this is. Naturally, this is a common occurrence that happens in financial management and

something to consider.
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" Achieve target reserve within 5 years

Financial sustainability

« Strategically allocate resources by focusing on the UGs highest priorities and core services
(Priority Based Budgeting)
+ ldentify near-term and longer-term objectives
+ Example of near-term objective: eliminate the negative net margin by 2021

Example of longer-term objective: streamline business process or identify
operational areas to reduce costs

+ Agree to let any unspent budget at the end of year go towards building back the fund
balance
Examine how our services can pay for themselves to diminish the burden on taxpayers
Identify programs that have a return on investment while also enhancing the quality of
life for residents

How can we achieve the target reserve within the five years? We could strategically allocate
resources by focusing on the UG’s highest priorities and core services which Reggie and Michael
made a presentation on February 14" on Priority Based Budgeting and we’re very much looking
forward to working with all of you on developing those strategies and determining where we want
to focus on and what priorities we need to look at.

One beginning step, which we look forward to entertaining it in the fall, is identifying
any near-term and longer-term objectives. For example, a near-term objective would be to, and
this is Finance speak for a balanced budget, eliminate the negative net margin by 2029. Net margin
is revenues minus expenditures. We want revenues and expenditures to equal each other, so we
need to work towards that goal.

Another example, long-term objective, is to streamline our business process and identify
operational areas to reduce costs. We can also, perhaps, agree to let any unspent budget at the end
of the year go towards building back the fund balance. We can examine how our services can pay
for themselves and diminish the burden on taxpayers who are having to pay higher taxes for
services they’re not getting. We can identify programs that have a return on investment and grow

the tax base while also enhancing the quality of life for our residents.
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Long Term Financial Forecast
Combined General Fund
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This is a scary graph. I updated the Long Term Financial Plan. As you know, last year, fall, I did
a long term financial plan. It’s on the Finance Departments website and just to revisit, during that
long term financial—it wasn’t a plan, it’s a forecast. I forecasted that over the coming 5 or 6 years
we were going to end up about $3M per year short if we didn’t take any actions. Frankly, we’re
kind of still there.

This is what is happening to our fund balance. I just updated the long range plan and, of
course, later this fall I can provide you with much more detail on the assumptions. Because of

various positive things that happen around 2026, we actually turnaround a little bit.

Mayor Alvey asked at what point would that affect our bond rating. Would it be at 2023? At
what point does it dip below a certain level that would give alarm? 1 see there, for instance,
Moody’s downgraded to A1 and when we hit nine but that was a 2 or 3 year term—Ms. VonAchen
said yes, they have a specific watch for a number of years and then we they saw this happen, that’s
when they downgraded us because the audit came out and they were like—Mayor Alvey said
they’re looking at a trend but not necessarily year to year, but it could be year to year if it was
significant enough. Ms. VonAchen said yes. If this dropped within a year or two down to 5%,
you would be in big trouble, but they are very careful about downgrading. They put you on a

watch for a number of years. The thing is, 10% and above is a minimum for them.
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Commissioner Burroughs said if you can go back to that slide again that we were just looking
at. I noticed a 10% growth between 14—at 2014, 2013 and 2014, there was a 1% uptick for
reserves. From 2014 to 2015 we had an 8%, so within that one year, two year period, what did we
forego to either cut expenses or was there an increase in retail sales and property valuations? Ms.
VonAchen said I think at that time we sold the Cerner property. There was like a $9M bump and
those funds along with other factors I’'m sure were not spent. Commissioner Burroughs said
that’s a tremendous jump in addition to cutting the mills. I’m just kind of curious as to what we
didn’t advance, if we put a stop on projects to stop our spending, or we seen a tremendous increase
in valuation and an uptick in retails sales. Ms. VonAchen said the Cerner happened in 2015. The
mill reduction didn’t start happening until ‘17, ‘18, and ‘19.

Mr. Bach said I think we had some pretty—I mean we didn’t come out and spend a lot
in cash. Probably back then I would look at that and see. It wasn’t doing our fleet a lot of good,
but we were holding back a little bit trying to leave more money at the end of the year and I think
those were some of our heftier years where we came in and did not spend as much of our budget,
held back on filling employee positions a little, so we kind of went pretty lean for a little bit to try
to get some quick build back in there. I just know that because that’s the year you all hired me, so
we were pulling back pretty hard right then in order to make some of those changes. I think a lot
of that was we left money, I should say left money on the table, we didn’t spend all of our budget.
We really held back to try to get through those years. Ms. VonAchen said this is based on the
valuation year so the .6% in 2014 that was for the ‘15 budget and then 3.9% in assessed valuation
increase for the ‘16 budget, it started to pick up around here.

Commissioner Burroughs said the reason why I wanted to bring that to you, to the
attention of the commissioners this evening, is that here we are dropping down from the 21% or
20%, we’re dropping down to 17 and we’re going to use our ending balance to balance our budget.
If we can jump 8%, 7, 8, 10%, in a 16-month period, the same can be done today through priority
based budgeting.

I would like to see, Mr. Administrator, a pilot program with one of our departments that
we can utilize to start doing the performance based budgeting, I’m sorry, priority based budgeting
so that when we are educating ourselves this last six months of the cycle, so that next year when
the full budget comes forward we are better prepared to do that. I’m not advocating personnel

cuts, I’'m not advocating benefit cuts, I’'m advocating that we have a chance to start looking on a
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pilot program, a department or an agency, to determine how we can start this priority based
budgeting a little early to see if we can’t eliminate some of the ending balance. I don’t want to
call it taking but utilizing the ending balance to balance our budget this year. We don’t have to
take any action, but I think it’s an exercise that we as commissioners should be doing so that we
just don’t ask staff to come back with this priority based budgeting and then we not have
knowledge about how they achieved their numbers without being involved.

Mr. Bach said, Commissioner, [ hope I’'m going to meet that directive and push it a little
bit. It’s our plan that we finish going through all of our evaluations of staff or departments in the
month of August and in September that we bring all of our departments to you so we’re not on just
one pilot, that we’re able to show you where all those areas are from a ranking from a priority
based budget perspective and then get your directive back as to what areas we think we can—
where we should spend less. I’m going to offer that and it will be kind of a two-phase approach
where we would do that probably in September with the first one, get your direction, take that back
and then come back in November and show you okay, this is where we make those reductions in
to the coming year to make it happen. That way you will see it and then we build that in as we

move forward into the 2020 year and that year for the budget.

Commissioner Walters said you talked about the sales tax and just let me understand. You are
projecting a 2.5% increase in sales tax revenue in 2019 and 2020, right? Ms. VonAchen said over
the very low collection level of 2018. Commissioner Walters said okay, so 2.5% increase in
2019 and 2.5% in 2020 and as I understand our budget is increasing about 2.5% so that sounds
good, right? Ms. VonAchen said yes.

Commissioner Walters said on revenue, as I look at these charts the biggest source of
revenue we have in the General Fund is franchise tax, but it was not part of your presentation here
today. How is that franchise tax doing and revenue projections regarding that? Ms. VonAchen
said franchise tax is a big one for sure. Commissioner Walters said yes, it’s 30% of City funds
according to this pie chart. Ms. VonAchen said I always look at the comprehensive, Consolidated
General Fund, but I just didn’t focus on franchise tax this year. Commissioner Walters said it is
the biggest—MSs. VonAchen said it’s not very volatile so—Commissioner Walters said it’s the
biggest portion of the City General Fund revenue, so I’'m assuming it’s increasing pretty

substantially. Ms. VonAchen said actually in 2020 I only have it increasing about 1.5%.
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Commissioner Walters said it would be good to get that historic information like you have for
the sales tax and the property tax.

I just want a point of clarification on one item. You were talking about the surplus and
what we did to have a surplus go to the bottom line and restore fund balances and things like that.
That’s not really our policy any longer, right? Our policy that you presented to us, that if we have
surplus, there are four actions the Commission can take one of which is to keep it in the fund
balance or cut taxes or pay down debt or spend it for—Ms. VonAchen said or spend it on long
term liability like the $180M in pension liability we have. Commissioner Walters said | just want
to remind that your policy that you presented last year gives the Commission those four options.
It doesn’t automatically go to fund balance. Ms. VonAchen said that would be a prudent thing to
do if—it’s certainly an option. It’s more prudent to that if you’re already above the target reserve,
not below it. Commissioner Walters said well, I know the Commission will be prudent in all

ways.

Mayor Alvey said, Commissioner, [ will just say to the franchise tax, the largest portion of that is
the BPU PILOT. Last year, of course, it was a very hot year and there was a rate increase and
they’re anticipating a 4% rate increase on the water, but not on the electrical side, so that’s why it
is volatile that way. We saw a bump in revenues from the BPU this year that based upon what
we’ve seen—I’m sorry, last year, what we’re seeing this year the weather has been much more
moderate. It’s a very volatile—Commissioner Walters said it would just be good to have that

information. Mayor Alvey said yes it would.

Commissioner Johnson said [ was looking at actually page 57, slide 57 here, where you looked
at the long term financial forecast and I was also looking at the slide that Commissioner McKiernan
had with regard to our target reserves within the 5-year period of time. That certainly does not
allow us to do that. Ms. VonAchen said to do what? Commissioner Johnson said to reach our
goal of having a target reserve—MSs. VonAchen said no, because the target reserve is 17% so you
see that’s 16, 14, 12, 11—Commissioner Johnson said in particularly those years that are lower
than 10%, what would be the potential affect on our bond rating then as compared to now? What
I’m trying to see or suggest or ask is would be in jeopardy of even seeing a deeper cut in terms of

our bond rating if, in fact, this plays out the way you have it? Ms. VonAchen said | would say
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yes, absolutely, we would get downgraded if we got to this level for sure. The impact of that would
be that we would just add 50 basis points to the interest costs which works out to about, I think, I
made the calculation several million dollars over the life of a $20M bond issue. There is a
monetary cost to it. It doesn’t preclude you from accessing the market. Investors just expect a
higher yield from you. Commissioner Johnson said that’s why I continue—I think what you’re
saying is just as things look as they are such as now, here is where we want to go. I do think that
we need to be thinking on a 3 to 5 year basis in terms of the decisions we make now. Ms.

VonAchen said yes, we just need to think—you know, look long term.

Commissioner Burroughs said so that goes back to my comment. Why would we continue to
deficit spend by a projected budget that we know is going to be $3M short every year for the next
2 or 3 years and then utilize our reserves to pay them. I think that warrants additional savings
somewhere and to see an increase in valuation, to see an increase in reserves to the extent that we
saw in a short amount of time, the economy is still hot enough right now that we can find ways to
meet our financial challenges. But, when you have an uptick of 6.5-7% in property valuation and
you have growth and interest rates to monies that we have, our assets, we have a tremendous pot
of money there and we’re still deficit spending. We’re not cutting the mills at this time. We’re
just talking about holding the mills steady, so there’s another $2M to the budget and we’re still
$3M short. I guess I’'m having a little bit of trouble getting my head around how we are short
money when we had all this new money come in and I do know we had the $10M spending for the
Turkey Creek Expansion and a few of those things. Those are real critical issues, but why are we
going to continue to deficit spend going into 3 and 4 years and put our credit rating at risk? Ms.
VonAchen said [ want to clarify. This graph assumes that nothing is going to be done, but we are
in fact absolutely committed to repairing this situation and prudently managing the finances of the
organization. I’m very excited to hear that you’re interested in becoming more involved in the
priority based budgeting effort which we all have been discussing and are going to be working on
in August. The day after you pass the budget we’re all going to be switching to the priority based
budgeting.

Mayor Alvey said I think another point needs to be made, and I know you made this early on,

Kathy Briney made the point that even though we might have seen an uptake in the assessed
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valuation, does not translate an equal amount of revenues because of delinquent properties,

abatements, and so forth. It didn’t generate the revenues that you would think the increase in

valuation plus the property tax only, what is it 32% of the revenues, it’s limited what it can do.
What is more concerning to me actually is the decline in sales tax and that’s going to

require a long-term shift, I think.

Commissioner Bynum said the sales tax issue, is some of that late ‘18 drop was around the
volatility of the stock market and you had indicated that it’s sensitive to economic conditions and
yet most of us have seen our retirement portfolios mostly recover from that activity late ‘18 and
yet the sales tax activity doesn’t seem to be corresponding. Ms. VonAchen said all I know is that
if you’re a businessowner and there’s trade disputes happening on products that you plan to sell
abroad and then you’re probably less likely to make an investment in your industry. By not making
that investment, then you don’t create more jobs which then people don’t have money to spend
doing retail. I don’t know. In general, it’s stymie perhaps, but I am not an economist. | am a
government finance policy person. We would like to bring in an economist. I know several of
you have visited or gone to several seminars recently from a regional economist and he mentioned

that he expects sales tax to continue to underperform in the next few months.

Mayor Alvey asked is this the last slide, Kathleen, on the long-range financial forecast. Ms.
VonAchen said yes. Next is Debbie. Mayor Alvey said we’re going to be digging into this much
more deeply during our fall Strategic Planning. Thank you for this information, if you want to

summarize.
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" KEY TAKE AWAYS

IMPACTS TO AMENDED 2019 AND PROPOSED 2020 EXPENDITURE BUDGETS

Dramatic drop in sales tax in the last half of 2018 reduced the level from which the 2019 and
2020 was expected to grow

+ Data shows retail and other sales declined across the entire nation beginning in July 2018
thru April 2019, including here regionally (refer to other entities for example)

+ 2019 Amended sales tax estimate was been reduced from a 6% growth rate over the 2018
Amended Budget to a more conservative 2.5% over the lower 2018 actuals; 2020 also

estimated at 2.5% growth rate over 2019 Amended budget

Reduction of the sales tax estimate coupled with increasing salary and benefit costs are the
reasons for the request for departments to reduce their 2020 budget requests

Ms. VonAchen said this is just to recap what I was talking about and, frankly, I think you all are

clear and understand, but if you have any other further questions, that would be good.

OUTSTANDING INDEBTEDNESS

Q o M Al s I "
T FF FFFF P P P IS 5

Debbie Jonscher, Deputy Chief Financial Officer, said we just have a couple of slides on Debt.
Some of these you saw in the CMIP presentation that we did back in May. I just wanted to start
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out here. This is our outstanding indebtedness for the City Bond and Interest Fund. This total is
the amount of bonds that are outstanding which is going to be a little bit different. The next couple
of graphs I’'m going to show you are the debt service payments annually. This is the total
outstanding debt for the City Bond and Interest Fund. I just wanted to show here that this does not
include any future projected bonds that we would issue. This is only what’s outstanding right now
and this shows the trend of how if we didn’t issue anymore debt how our debt would pay off.
You can see that it starts going down within a couple of years with the majority of it
paying off in 2030 and that’s due to the bond issues that we did in 2010. We had a series of bond
issues that were part of the stimulus packages that were offered where we bonded a lot of projects
in advance of completing them and so those were bonded and that’s why there’s this large amount

that’s then pays off right here.

CITY DEBT WITH REVENUE LINE (CURRENT CMIP)
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The next two are graphs that you saw in the CMIP. These are the City Debt, these are the Annual
Debt Service Payments.

This is the City Bond and Interest Bond Fund. The blue section represents the debt that’s
currently outstanding and the yellow represents the debt, the future debt projections based on what
we currently have in the CMIP. Down here I did list the amounts. 2021 is actually 21.4, the
change that they had that they noted, $700K, I forgot to subtract that off. This is how the CMIP is
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currently built and then we’re projecting $15M after that. The red line is the revenue projection
which we just built in a very conservative increase for property tax revenues. I think it was about
2%. You can see that there is still—for 2020 we’re riding right along the line if we need projections
and then there is still a little bit of a gap here. This assumes that we need those projections. If the
revenue comes in higher, if our property valuations increase more, we might see a bigger gap here

but if there are less than our projections, then we could see this line come down.

Commissioner Walters asked does this graph include the temp note financed projects that will
become debt at some point. Ms. Jonscher said yes. They are included in the future projections
here. Commissioner Walters said the yellow is those numbers at the bottom plus the current
temp notes. Ms. Jonscher said right, yes. These would be current projections plus we currently
about $45M in temp notes out issued this year, so those are included. We estimate about a third
of those would be bonded every year so that plus the additional amounts here are included in this

projection.
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This next one is the County Debt Service which the same assumptions here, we’ve included a

modest increase in the revenue and the blue is the current debt that we have already obligated and
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then the yellow are the additional Public Building Commission projects that are included in the
budget. I think there are about three of them that are included there.

I also did want to note that this revenue estimate includes the transfer that we built in for
the Juvenile Center. The idea was that savings when we move the juveniles out of the adult jail,
we would have savings that would then go to pay for the debt service and we built in—it’s $1M
for ‘19 and ‘20 I think and then I think it’s $1.5M or building up to $1.5M in the outer years. So,
if we don’t achieve that savings to be able to make that transfer, we might see a little dip in the

revenue here also.

DEBT REDUCTION OPTIONS

1. Reduce number of capital projects

2. Use fund balance to pay off temp note projects
# Risk of potential downgrade by rating agency (50 bps increase on interest rate)
o Interest costs could be substantial over 20-year life
# Diminish reserves for future emergencies
o One-time unexpected costs could further reduce FB
# Operational disruption

3. Reduce operating costs and redirect savings to cash finance projects (PBB)

4. Enhance revenue sources

I just want to talk about some of the debt reduction options. Some of those have already come up
in the conversation. One would be to reduce the number of Capital projects that we’re debt
financing. Use fund balance to pay off temporary note projects. We can’t use fund balance to pay
off the bonds that are already issued, but we could pay off the ones that are not permanently
financed yet. We’ve already talked about some of these risks, the potential downgrade by using
the fund balance and dropping below our policy percentage of 17%. Diminish the reserves for
future emergencies which could be one-time costs and also operational disruption.

We could also look at reducing the operating costs and redirect savings to finance projects

through the PBB process or look at enhancing our current revenue sources.
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Mayor Alvey said [ want to thank you for adding this slide because it simply states for us and for
the public that there are no easy answers and there are always trade-offs and so we can make a
decision to do debt reduction. What does that mean for us, what are the trade-off, what do we
forego, what do we avoid. We would not get done some of the Capital projects that need to get
done. We could enhance revenue sources by increasing taxes or generating economic growth
which would generate even more revenues, but there is no simple way. This is it and these are the
trade-offs that we have to let sit with us and make our decisions based upon these exigencies. Mr.

Bach said that concludes our Debt presentation unless you have any other questions on it.

FUTURE WORKSHOP DATES & TOPICS

July 15, 2019 @5PM
Police Body Camera Project
Investment in Building Security
Water Pollution Control Funds/Projects

July 18, 2019 @5PM

July 25, 2019
5PM - Final Budget Public Hearing
Budget Workshop (If Needed)
7PM - Budget Adoption

........

Mr. Bach said what we’re looking at for Monday is a presentation on our Police Body Camera
Project which is funded and moving forward in this years’ budget. We had a few questions asked
about that as we went through some sessions with the commissioners and wanted to come back
and have more diligent discussion. Same thing with out Investment in Building Security and then
we are going to take a little bit deeper dive into what we’re doing with Water Pollution Control
and maybe that helps a little bit in looking at some of the questions asked earlier, but as we are
significantly investing in this area to meet our EPA consent decree or pending consent decree that
we’re working on we thought it was worth the time because there is so much money being invested

in this area.
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Mayor Alvey said please take note that we will meet on Monday for those topics. If we move

through all those topics on the 15", we would not be meeting on the 18,

MAYOR ALVEY ADJOURNED
THE MEETING AT 6:45 p.m.

Bridgette D. Cobbins
dt Unified Government Clerk
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