City of Leawood, Kansas
Quarterly Report

Third Quarter — September, 2013

Finance Department




Update of City Finances
For the period ending
September 30, 2013

Below, please find the highlights of revenues and expenditures for the first three quarters of 2013.

REVENUES

Property Tax: For 2013, property taxes are budgeted at $18,228,469, which do not include
abatements/adjustments made by the County Clerk’s Office. Collections through September are $17,886,631
or 98.9% of billed taxes. The receipts to date represent the majority of collections, which will be received
for the year. Included in this area are current and delinquent property taxes for commercial and residential
property. At year-end, this revenue is expected to be approximately 98% of budget. Collections for the
same period in 2012 were $17,916,474 or 98.0% of billed taxes. This revenue source is included in both the
General Fund and the Bond and Interest Fund.

Total Sales & Local Use Tax: Included in this category are the city one-cent sales tax, county sales tax,
city and county compensating use taxes, the 1/8-cent sales tax, and the county public safety sales tax. Total
sales and use tax cash collections received through September are $8,189,841 compared to $8,074,490 for
the same period last year or 54.4% of the estimated budget of $15,048,900. Collections to date represent
actual cash received for the period of January through July. A two-month lag exists between the month of
payment and the time the City receives the sales tax revenue from the State. Below is a table showing the
collections through the third quarter for this year as compared to previous years.

Q,
3Q, 2010 3Q, 2011 30, 2012 3Q, 2013 frfmcé't% 5
City Sales 3,214,980 3,409,269 3,715,544 | 3776422 1.6%
County Sales 1,841,151 2,054,086 2093579 | 2173946 3.8%
City Use 758,709 815,007 927,200 881,354 4.9%
County Use 265,470 374,002 379,617 376,505 -0.6%
1/8-Cent 401,791 425,856 463,910 471,522 1.6%
County Public Safety 416,268 485,627 494,640 510,091 3.1%
TOTAL $6,898,369 |  $7,563,917 | $8,074,490 | $8,189,841 1.4%

The 2013 original budget was $14,745,945. However during the preparation of the 2013 budget this
forecast was increased to $15,048,900, based on the higher revenue collected for all sales tax areas last
year. As shown in the above table, the 2013 collections, for most areas, are irending higher when
compared to the third quarter in 2012 with the exception being the compensating use tax payments. As
communicated several months ago, Leawood was receiving City Compensating Use tax payments from
one retailer whom was actually located in Overland Park, not Leawood. These payments began late in
2012 and continued into the first few months of 2013. The total amount due back to Overland Park was
$465,375. To date 62%, or $290,422, has been returned. The remaining balance will occur in October
and November. The total City Compensating Use tax collections for the year will look considerably less
than last year due to this issue.
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The below chart graphically displays the sales tax collections from 2003 to present.

Total Sales Collections, by Type
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Franchise Fees: This category, originally budgeted at $3,330,000, was revised down slightly to
$3,215,000 in April. Cash collections through the third quarter are $2,674,722 or 83.2% of revised
projections. Current year cash collections are 19.7% higher than the same time last year. This has
occurred in all areas (gas, electric, cable/video) except telephone which to date has shown a 4.4%
decrease from collections for the same time last year.
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Fines and Forfeitures: Fines and forfeitures have been estimated at $1,500,000, unchanged from the
original projections. Collections through September 30" are $1,171,138 or 78.1% of projections.
Collections for the same period in 2012 were $1,174,945.
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Fines & Forfeitures
2003 - 2013
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Licenses and Permits: Licenses and Permits include a variety of building, occupation, and animal
fees. The revised budget is $1,339,000 compared to an original budget of $1,225,000. Collections
through the third quarter are $1,677,643, exceeding projections by 25.3%. Current year collections
are 13.4% higher than collections received for the same period last year, of $1,479,364. Increases
over April estimates are primarily being realized in building permit and plan review fees, but also in
occupational licenses, liquor licenses, land disturbance fees, inspection fees/rentals, animal licenses,
and public works inspection/right of way fees.

The current year building permit collections of $984,298 is 40.1% higher than the 2012 collections of
$702,410. Collections to date exceed the $700,000 budget estimate by 64.0%. This is primarily due
to the issuance of permits for an apartment project in the 137" & Mission area. Other areas realizing
growth this year include residential and commercial new construction. Over the last several years the
City realized large increases in building permit activity, which began to decline in 2006 and is now
experiencing upward progress again. The chart below reflects revenue received from building
permits, which is still the largest single source of revenue in this category.

Building Permits
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Charges for Services: This category primarily reflects fees for park and recreation programs,
including the golf course. The revenue for this area is projected at $2,969,200 for 2013. Through
September, collections are $2,287,203 or 77.0% of April projections. Soccer, swim team and alarm
fees are some of the revenues found in this category and are received in large sums during the spring
and summer months of the year. The majority of summer-related receipts have been received

through September.
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Interest Income: Interest income, for all funds, was originally budgeted at $61,705. However, this
revenue was increased to $111,700 in the 2013 estimated budget. Collections to date are $65,082, or
58.3% of the estimated budget, compared to $54.,432 for the same time period in 2012. It has been
very difficult to estimate this revenue source due to the volatility in the market.

GENERAL FUND EXPENDITURES

The General Fund 2013 budgeted expenditures were originally approved at $50,168,700 including reserves
of $5,162,450 which nets to $45,006,250. As part of the 2013 budget process, all expenditures were
reviewed and revised, if necessary, in April. With those revisions, expenditures are expected to be
$46,508,100, with reserves/contingency of $250,000. The contingency funds can be used for any unforeseen
expense or obligation the city may have that was not formally budgeted.

The first nine months of expenditures, which include the majority of the budgeted transfers from the General
Fund to other funds, is $33,478,732, or 71.6% of the revised budget. General Fund expenditures are on track
with the April re-estimates. Typically expenses should be approximately 75% of budget for the third quarter.
The only area showing to-date expenditures higher than 75% is the City-wide department. This is due to the
full year of transfers to other funds.
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The following table compares the expenses through the third quarter against the estimated budget.

General Fund General Fund General Fund % Change
DEPARTMENTS Original Budget Estimated Budget ACTUALS Actuals/

2013 2013 Through 9/30/13 Est. Budget
City Wide $10,466,350 $12,750,100 $11,619,802 91.1%
Administration $500,100 $510,100 $322,789 63.3%
Finance $779.800 $735,500 $471,949 64.2%
Human Resources $634,500 $578,500 $295.318 51.0%
Municipal Court $603,200 $621,100 $395,8435 63.7%
Legal Services $549,800 $643,000 $308,183 47.9%
Information Services $858,100 $846,000 $620,486 73.3%
Community Development $1.423,100 $1,432,900 §903,335 63.0%
Police $9,158.800 $8.861,700 $5.866,440 66.2%
Fire $6,197,400 $5,984,700 $4.449,030 74.3%
Public Works $7.224,750 $6.993,500 $3.877.428 55.4%
Parks & Recreation $6,610,3350 $6,551,000 $4.348,125 66.4%

TOTAL (without Cont/Reserves) $45,006,250 $46,508,100 $33,478,732

Contingency & Reserves $3,162,450 $250,000 $0 0.00%
TOTAL $50,168,700 $46,758,100 $33,478,732 71.6%

SUMMARY OF OTHER FUNDS

The following table includes the budgeted Special Revenue and Capital funds for the City. Shown is the
beginning balance, revenues and expenditures through September 30™ and the current balance. The table is a
reflection of the activity only through the third guarter and does not include anticipated revenue and
expenses from QOctober I through December 31, 2013.

Actual through September 30, 2013
1/1/2013
Beginning Current
Funds Balance Revenue Expense Balance
Special Revenue Funds
Special Alcohol $714,512 $267,149 $410.448 $571,214
Special Parks & Recreation 650,004 267,282 419,826 497,459
Special Law Enforcement 4,468 1,576 0 6,044
Special City, Street, Highway 588,786 1,096,110 1,023,719 661,177
Special Transient Guest Tax 123,438 170,375 198,535 95,278
Capital Funds
Street Improvements 876,273 702,258 286,609 1,291,921
Capital Improvements 2,787,271 6.384.433 3,333,315 3,818,389
City Equipment 9,790,974 617,574 1,170,303 9,238,245
City Capital Art 422268 47,029 89,312 379,985
Park Impact Fee 22,874 2,163 0 25,039
1/8-Cent Sales Tax 768,319 686,022 883,250 371,091
Public Art Impact Fee 275,103 14,488 323 289,268
135" St Corridor Impact Fee 34,288 50 0 34,338
817,058,578 | $10,256,510 $9,835,640 $17,479,448
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The following table includes the budgeted Special Revenue and Capital funds for the City. Shown is the
beginning balance, along with budgeted revenues and expenditures for the entire year, leaving the projected
ending fund balance at December 31, 2013.

Forecast through December 31, 2013
1/1/2013
Beginning Projected
Balance Revenue Expense Balance
Special Revenue Funds
Special Alcohol $714,512 $480.,988 $491,000 $704,500
Special Parks & Recreation 650,004 481,496 1,130,000 1,500
Special Law Enforcement 4,468 32 1] 4,500
Special City, Street, Highway 588,786 1,317,414 1,572,800 333,400
Special Transient Guest Tax 123,438 354,762 478,200 0
Capital Funds
Street Improvements 876,273 2,804,127 3,362,500 317.900
Capital Improvements 2,787.271 6,485,729 8,653,200 619,800
City Equipment 9,790,974 632,926 2,212,400 8,211,500
City Capital Art 422268 47,532 198,300 271,500
Park Impact Fee 22,874 126 0 23,000
1/8-Cent Sales Tax 768,319 1,998,980 2,708,900 58,400
Public Art Impact Fee 275,103 697 55,000 220,800
135" St Corridor Impact Fee 34,288 112 0 34,400
817,058,578 | $14,604,921 820,762,300 $10,801,200

CONCLUSION

In late July, the State of Kansas released the FY 2014 Comparison Report. This communication illustrates
and discusses the changes to the Governor’s budget recommendations by the 2013 Legislature. FY 2013
will be only the second year since FY 2008 that the State did not have to make major cutbacks or allotments
to agency budgets in reaction to declining revenues. The State General Fund is projected to conclude FY
2013 with $587.8 million, or 9.5% of approved expenditures from the fund. No budget was enacted during
the regular legislative session. During the omnibus session in May, the Legislature reduced the Governor’s
proposed FY 2014 expenditures by $105.7 million (1.7%). The majority of that decrease was from switching
out the use of State Highway Fund dollars for the State General Fund for the transportation of elementary
and secondary students ($33.0m), continuing the use of docket fees and surcharges in the Judiciary budget
($26.8m), and for operating reductions at the Regents universities ($23.3m). The State General Fund is
projected to end FY 2014 with an ending balance of 8.5% of budgeted expenditures. This amount is $62.4m
in excess of the 7.5% statutory ending balance requirement.

For Leawood, revenue receipts continue to consistently exceed projections in most areas. In fact in some
areas, the to-date collections already exceed the amount anticipated for the entire year. Through September,
sales tax revenue for all areas are 1.4% higher than 2012; building-related fees are 64.0% higher than the
estimate; and collection rates for tax payments and special assessment payments are 98.9% and 96.7%,
respectively, an improvement over the last couple of years. On an additional positive note, expenditures for
2013 are on target to be approximately 5% to 10% lower than budget. The development of the 2014 budget
and the 2013 estimated budgets anticipated that approximately $7.7m in fund balance would be necessary for
2013 General Fund operations. Because of higher revenue than anticipated and lower expenditures, it is
estimated that this could be 40% less than originally expected, at $3.1m.

Staff will continue to monitor these trends throughout the next quarter to ensure that Leawood ends 2013 on
solid financial footing.
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