City of Leawood, Kansas
Quarterly Report

Third Quarter — September, 2014

Finance Department




Update of City Finances
For the period ending
September 30, 2014

Below, please find the highlights of revenues and expenditures for the first three quarters of 2014.

REVENUES

Property Tax: For 2014, property taxes are budgeted at $18,406,665, which do not include
abatements/adjustments made by the County Clerk’s Office. Collections through September are $18,169,882
or 99.0% 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 2013 were $17,886,631 or 98.9% 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 $8,806,737 compared to $8,189,841 for
the same period last year or 57.1% of the estimated budget of $15,425,300. 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.

:
30, 2011 3Q, 2012 30,2013 | 30,2014 | ;"’mc;& i
City Sales 3,409,269 3,715,544 | 3776422 | 3857245 21%
County Sales 2,054,066 2003579 | 2173946 | 2,387,202 9.8%
City Use 815,007 927,200 881,354 | 1,071,352 21.6%
County Use 374,002 379,617 376,505 443,911 17.9%
1/8-Cent 425 856 463910 | 471522 480,801 2.0%
County Public Safety 485,627 494,640 510,001 566,226 11.0%
TOTAL $7,563,917 |  $8,074,490 | $8,189,840| $8,806,737 7.5%

The 2014 original budget was $15,549,600. However during the preparation of the 2014 budget this
forecast was changed to $15,425,300, based on the sales tax collections from 2013. As shown in the
above table, the 2014 collections, for all areas, are trending higher when compared to the third quarter
2013 payments. The City Compensating Use tax payments appear to have the largest increase. This is
due to the repayment of receipts to Overland Park which were erroneously remitted to Leawood by the

Excluding this issue, the City Compensating Use Tax payments would reflect an increase of
13.0% from 2013, instead of 21.6% as shown in the above table.

state.
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The below chart graphically displays the sales tax collections from 2004 to present.

Total Sales Collections, by Type
2004 - 2014
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Franchise Fees: This category, originally budgeted at $3,405,000, was revised slightly upward to
$3,415,000 in April. Cash collections through the third quarter are $2,530,284 or 74.1% of revised
projections. Current year cash collections are 5.4% lower than the same time last year. This has occurred
in all areas but one (telephone, electric, cable/video), the exception being gas franchise fees which

reflects a 10% increase from collections for the same time last year.

Franchise Fees
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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 $1,090,203 or 72.7% of projections.

Collections for the same period in 2013 were $1,171,138.
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Fines & Forfeitures
2004 - 2014
2,200
2,000 A 1,798
1 85
il 7 $1,558 $1.6 $1,581
1,600 {1 , $1,759 $1,500
| $1,592 $1,610
1,40 $1,506 1106
1,200 -
1,000 -
800 -
600 -
400 -
200 A
2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

Licenses and Permits: Licenses and Permits include a variety of building, occupation, and animal
fees. The revised budget is $1,451,500 compared to an original budget of $1,351,700. Collections
through the third quarter are $1,349,071, or 92.9% of projections. Current year collections are 19.6%
lower than collections received for the same period last year, of $1,677,643.

The current year building permit collections of $781.456 is 20.6% lower than the 2013 collections of
$984,298. Permits in 2013 were higher due to the issuance of permits for an apartment project in the
137" & Mission area. Collections to date represent 97.7% of the $800,000 budget estimate. Growth
this year has occurred in both 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 $2,819,100 for 2014. Through
September, collections are $2,342,870 or 83.1% 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 $371,257. However, this
revenue was decreased to $114,166 in the 2014 estimated budget. Collections to date are $113,300,
or 99.2% of the estimated budget, compared to $65,082 for the same time period in 2013. Staff will
continue to monitor the rates and investment opportunities.

GENERAL FUND EXPENDITURES

The General Fund 2014 budgeted expenditures were originally approved at $48,994,600 including reserves
of $5,541,800 which nets to $43,452,800. As part of the 2015 budget process, all expenditures for 2014
were reviewed and revised, if necessary, in April. With those revisions, expenditures are expected to be
$43,021,200, with reserves/contingency of $200,000. 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 $29,724,546, or 68.8% 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/

2014 2014 Through 9/30/14 Est. Budget
City Wide $8,251,400 $8,321,200 $7.219.296 86.8%
Administration $532.100 $535,400 $315,353 58.9%
Finance $805.300 $799,300 $492.725 61.6%
Human Resources $605,400 $630,900 $319,523 50.6%
Municipal Court $668,100 $628,200 $405,396 64.5%
Legal Services $677,000 $651,600 $316.362 48.6%
Information Services $914.,900 $963,300 $664,500 69.0%
Community Development $1,460,600 $1,449,100 $938,131 64.7%
Police $9,461,200 $9,352.800 $6,240,484 66.7%
Fire $6,197,900 $6,160,200 $4,420,173 71.8%
Public Works $7.210,600 $7.043,700 $4,065,297 57.7%
Parks & Recreation $6,668,300 $6.485,500 $4,327,106 66.7%

TOTAL (without Cont/Reserves) $43,452,800 $43,021,200 $29,724,546

Contingency & Reserves $5,541,800 $200,000 50 0.00%
TOTAL $48,994,600 $43,221,200 $29,724,546 68.8%

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 quarter.

Actual through September 30, 204
1/1/2014
Beginning Current
Funds Balance Revenue Expense Balance
Special Revenue Funds
Special Alcohol $789.495 $275,980 $538.,560 $526,915
Special City, Street, Highway 475,156 1,180,106 1,223,157 432,105
Special Parks & Recreation 208,224 274,882 465,503 17,603
Special Law Enforcement 7.548 35,960 1,552 41,956
Special Transient Guest Tax 122,271 194,140 0 316,411
Capital Funds
City Equipment 8,735,543 2,360,732 1,688,716 9.407,559
Street Improvements 948,113 1,239,215 393,372 1,793,953
Capital Improvements 2,919,717 2,150,048 1.008,094 4,061,671
1/8-Cent Sales Tax 826,569 615,115 1,562.193 (120,509)
City Capital Art 377,293 45,973 96,690 326,577
Park Impact Fee 66,775 4,175 0 70,950
Public Art Impact Fee 289,432 6,758 0 296,190
135% St Corridor Impact Fee 34,357 14,104 0 48,461
315,800,494 $8,397,188 36,977,837 $17,219,844
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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, 2014.

Forecast through December 31, 2014
1/1/2014
Beginning Projected
Balance Revenue Expense Balance
Special Revenue Funds
Special Alcohol $789.495 $501,805 $692,000 $599.300
Special City, Street, Highway 475,156 1,382,544 1,550,100 307,600
Special Parks & Recreation 208,224 501,076 703,100 6.200
Special Law Enforcement 7.548 52,152 55,700 0
Special Transient Guest Tax 122,271 380,329 502,600 0
Capital Funds
City Equipment 8,735,543 2,289,457 3,025,300 7,999,700
Street Improvements 948,113 1,362,087 1,847,100 463,100
Capital Improvements 2,919,717 2,150,783 2,897.800 2,172,700
1/8-Cent Sales Tax 826,569 3,082,231 3,776,300 132,500
City Capital Art 377,293 46,607 223,300 200,600
Park Impact Fee 66,775 223 0 67,000
Public Art Impact Fee 289,432 868 285,000 5,300
135" St Corridor Impact Fee 34,357 143 0 34,500
315,800,493 | 811,750,307 $15,562,300 811,988,500

CONCLUSION

At the end of the quarter, the State of Kansas Budget Director shared FY 2016 budget planning strategies and
outlined five operating efficiencies that will result in approximately $101 million in savings between now
and July 2016. The first is the expansion of the Treasury Offset Program which addresses the collection of
debt owed to the state. This expansion will result in an additional $10 million per year. Second is the
refinancing of existing bonds with $1 million of savings in the current fiscal year and $6.3 million in 2016.
Third are changes to the state’s I'T programs, which includes adopting across-agency standards and industry
best practices, resulting in approximately $30 million in savings in both FY 2015 and FY 2016. Next a
savings of $14 million is planned due to the utilization of wellness incentives and health care services by
state employees. Lastly the better utilization of a pharmacy rebate program available to the state’s health
care programs is expected to bring $40 million more than projected in FY 2015 and FY 2016. It is believed
that all of these efforts along with a strong economy will put the state in a healthy fiscal position for the years
to come.

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 is 7.5% higher than 2013; to-date building-related fees are 94% of budget; and
collection rates for tax payments and special assessment payments are 99.0% and 96.4%, respectively. On
an additional positive note, expenditures for 2014 are on target to be approximately 5% to 10% lower than
budget. The development of the 2015 budget and the 2014 estimated budgets anticipated that approximately
$3.0m in fund balance would be necessary for 2014 General Fund operations. Because of higher revenue
than anticipated and much lower expenditures, it is estimated this fund balance could potentially increase,
instead of decreasing, by as much as 10%.

Staff will continue to monitor these trends throughout the next quarter to ensure that Leawood ends 2014 on
solid financial footing.
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