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The Honorable Mayor and City Council of the City of Mission, Kansas:

The City of Mission Leadership Team is pleased to present the 2014 budget. It is a balanced
budget, as required by law. The primary focus of this budget is to maintain the City’s existing
high service levels and sound financial position, while also minimizing the tax burden on citizens.

There are several goals which form the foundation for Mission’s annual budget process
including:

Efficient use of human and capital resources

Delivery of high quality services

Increased investment in infrastructure

Continued diversification of revenue

Rebuilding fund balances

Encouraging density to relieve long-term pressure on the budget

The budget process begins each year with review of a five-year financial forecast model. This
forecast uncovers and documents trends in revenues and expenditures, and serves as a guide
for the Council in adopting long-term financial policies that allow for responsible shifts in
priorities. The forecast also points out areas where efficiency in service delivery can be
improved. This planning approach causes us to think more strategically and assists us in
becoming better stewards of public funds, making sure that all tax policies are fairly
administered, processes for public expenditures are carefully examined, and long-term financial
planning and policies are reviewed, refined and followed.

The City Council also adopts a budget resolution outlining and clarifying specific policies for the
current fiscal year. However, even with clear goals and objectives,continued economic
pressures require that budget review, modification and potential reductions continue well beyond
the legally required August deadline to result in a final budget.

Revenue Highlights

General Fund revenue projections for the 2014 Budget remain conservative and are essentially
flat when compared to receipts for the last several years. Sales tax continues to be the largest
revenue source for the City’s General Fund.

With focused efforts to continue decrease our reliance on property taxes and diversify revenue
streams, the 2014 Budget continues to use dedicated utility fees to pay for infrastructure repairs.
The implementation of the dedicated utility fees has resulted in the City Council eliminating
approximately 2 mills of the overall levy since 2011, despite an already low mill rate when
compared to neighboring municipalities.
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The stormwater utility fee was maintained at $24/month per ERU in the 2014 Budget. The rate
change addresses existing stormwater debt service obligations and continues to fund the
stormwater interceptor approved in connection with the Johnson Drive street rehabilitation
project.

The Transportation Utility Fee which assesses developed property parcels for road usage in
proportion to the amount of traffic they generate, remained constant in the 2014 Budget. This fee
pays for street repairs and transportation infrastructure improvements.

Dedicated sales tax revenues, from the Vi-cent Street sales tax and 3&-cent Parks & Recreation
sales tax also provide important revenue streams for these dedicated purposes.

General Fund Highlights

Personnel Services

The largest expenditure category in the General Fund continues to be Personnel Services. It
takes human resources — people — to deliver our services. Budgeted at approximately $6.4
million in the General Fund, these costs represent 63% of the total General Fund budget. In
2014, Personnel Services increased by 4.85% over the 2013 budget. The addition of a full-teim
Public Information Officer, an additional Public Works crew member and rising medical and
retirement plan costs contributed to the increase.

In an effort to provide greater flexibility in the General Fund and when appropriate, personnel
costs are allocated to other funds, i.e. Storm water Ultility, Capital Improvement or Special
Highway, based on the estimated percentage of staff time dedicated in these areas.

Contractual Services and Commodities

Contractual services and commodities make up the next largest share of the General Fund
expenses, accounting for approximately $3,115,725 in the 2014 Budget. This represents a
decrease of approximately 6% from 2013 budget. Careful and consistent management of the
Departmental Budgets continues to provide for controlled expenditures in these categories.

Capital Expenditures

The 2014 Budget demonstrated a renewed commitment to maintaining and appropriate capital
equipment replacement schedule. Capital expenditures in the General Fund increased by 248%
over the 2013 Budget. Evaluating and funding these needs remains a critical asset management
tool.
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Transfers

A transfer in the amount of $80,000 is included in the General Fund for 2014. This represents
the transfer to the Solid Waste Utility fund to subsidize the residential trash service contract.

Highlights - Other Funds

With an emphasis on capital infrastructure investment, and the introduction of dedicated revenue
streams, there are a variety of other funds that support the repair, maintenance and/or
replacement of the City’s stormwater, street, parks and other public facility infrastructure. The
detail for revenue and expenses is provided in each of these separate funds.

Conclusion

Over the last ten years our community has consistently demonstrated that we can take on the
tough issues. From having the first comprehensive solid waste plan, integrating transit into our
planning frameworks, establishing a form-base code, and weathering an economic storm, we
continue to move forward. We are committed to making our community a better place to work,
live, and recreate. The challenges are far from over, but the momentum that we have created
can carry us into the future if we are committed to progress.
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CITY OF MISSION, KANSAS
RESOLUTION NO. 901

A RESOLUTION ESTABLISHING BUDGET POLICIES FOR BUDGET YEAR 2014 FOR THE CITY
OF MISSION, KANSAS.

WHEREAS, the City of Mission must continue to provide basic services to protect the health, safety, and welfare
of the citizens of this community; and

WHEREAS, the City of Mission created a redevelopment vision that will bring increased density to our
commercial corridor to diversify revenue sources and lower the per capita cost of basic services; and

WHEREAS, it is important to fund the replacement and repair of public infrastructure such as streets, sidewalks,
storm water structures, parks, and public facilities to encourage private redevelopment; and

WHEREAS, the City has implemented more transparent methods for paying for services and infrastructure
through stormwater, solid waste, and transportation utility fee structures; and

NOW, THEREFORE, be it resolved by the Governing Body of the City of Mission:

Section 1. The Governing Body establishes the following policies to mamntain the public infrastructure as part of
the Community Investment Program (CIP) within the 2014 Budget.

1. Maintain the Stormwater Utility Fee at $23.00 per ERU per month. This rates includes $19.00 per month
to repay $1.7 million annually on existing stormwater debt and $4.00 per month to fund the construction
of the Johnson Drive Interceptor which is anticipated to be financed with a five year bond.

2. Maintain the current property tax mill rate of 10.500 mills in Rock Creek Drainage District #1 and Rock
Creek Drainage District #2.
3. Maintain the Transportation Utility rate at $0.0149 per trip for commercial properties and $0.02076 for

residential properties which will generate approximately $730,000 annually. This is in conjunction with
the %4 cent Transportation Sales Tax that generates approximately $450,000 annually for the street
program.

Section 2. The governing body has established the following policies to maintain basic services and city
operations as part of the General Fund and within the 2014 Budget.

4, Hold the current mill levy rates constant in the General Fund at 10.361 and the Debt Service Fund at
1.049.

5. Maintain a General Fund balance of no less than $1.5 million. The City’s goal for reserve funds is 25% of
our total General Fund revenues. To reach that goal, the city would need to have a General Fund balance
of approximately $2.5 million.

6. Maintain the Solid Waste Utility Rate at $13.59 per month for single-family property owners. An

estimated transfer in the amount of $80,000 from the General Fund subsidizes single-family residential
trash service from Deffenbaugh, which is currently contracted at a rate of $15.79 per month per home.

7. Continue to implement merit pool increases for outstanding employee performance.

8. Fund replacement of identified needs from the 10-year replacement schedule, including replacement of
the City’s financial management software. Should General Fund revenues exceed what is currently
budgeted the replacement of two motorcycles and two mowers deferred for budgetary reasons will be
reconsidered for funding.

9. Maintain the Franchise and Mill Rate Rebate program at 100% of the City Franchise Fees, 75% of the



total City Mill exclusive of all City special assessments, and 50% rebate of the Solid Waste Ultility Fee.
This expense is estimated at approximately $18,000.

10. Mantain a cost recovery goal of 80% for the Community Center, excluding capital. The 2014 budget
estimates that the city will recover 82% of our Parks & Recreation expenditures. The budget also
includes a transfer of $100,000 from the Parks & Recreation sales tax revenues to off-set operating
expenses.

Section 3. The governing body directs staff to pursue the following areas as part of on-going budget
considerations.

11, Continue exploring possible partnership options that could decrease costs supported by Mission taxpayers.
12. Continue to develop options for establishing building reserve funds for all city-owned facilities.
13. Present a plan that shows how the Gateway stormwater reimbursements will be distributed to build back

reserves in the General Fund and retire long-term stormwater debt.

PASSED AND APPROVED BY THE GOVERNING BODY OF THE CITY OF MISSION on this 21st day
of August 2013,
APPROVED BY THE MAYOR on this 21st day of August 2013.

Winee UelCounetd

Laura anell, Mayor

ATTEST:

Lde Gl

Martha Sumrall, City’ Clerk




Financial Policies and Provisions

General Provisions

The City of Mission’s financial policies and provisions, compiled below, set forth the basic
framework for the overall fiscal management of the City. These policies assist the
decision-making process of the City Council and the Administration. They provide
guidelines for evaluating both current activities and proposals for future programs and
budgets.

Financial policies aid the City by improving financial management, improving financial
position, and improving the credit-worthiness of the City. They also serve to ensure that
all financial transactions conducted by or on behalf of the City, its agencies, departments,
officials, and authorized agents, shall be made in a manner and method which provides
for the most proficient and effective management of the financial resources and funds of
the City. These policies provide for the maximum protection of the City taxpayer, in
accordance with and using established financial management practices, accounting
standards, and auditing requirements.

The City Council shall be responsible to establish and authorize policies and procedures
for the management of all financial resources and transactions of the City. The City
Administrator, Finance Director, and other City officials shall adopt administrative
procedures necessary to implement the financial policies.

It is the policy of the City to maintain sound financial practices and policies which are
viable and current according to generally accepted accounting principles, auditing
standards and financial management experience, and which are consistent and comply
with all applicable state and federal laws. The City shall regularly review its policies and
procedures and reserves its right to change and supplement them as necessary.

Revenue Provisions

The City will attempt to maintain a diversified and stable revenue system to shelter it from
short term fluctuations in any one revenue source.

The City will attempt to obtain additional revenue sources as a way of ensuring a stable,
balanced budget.

The City will establish user charges and fees at a level relative to the cost of providing the
service.

The City acknowledges that property values have historically increased in Johnson
County, but in recent valuation years the City has seen a decrease in overall property
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values in our community. Increasing property values will increase property tax revenues
when the mill levy is held constant. Decreasing property values reduce the revenue
available to the City unless the mill levy is increased. The City will annually review the
effect of property values and will take that into consideration when establishing the mill
levy rate.

The City levies a 1% general local sales tax. A special Va-cent sales tax became
effective in April 2012 (sunsets April 2022) that is dedicated to street repair and
maintenance. A special 3/8-cent parks and recreation sales tax became effective April
2013 (sunsets April 2023). Revenues from this special sales tax may be used to fund
construction, operation, or maintenance of parks and recreation facilities.

Expenditure Provisions

The City will manage expenditures to assure that service delivery will be efficient and
cost effective when carrying out the public policy directives established by the Council.

The City will continue to support a scheduled level of maintenance and replacement of its
infrastructure, fleet, and other equipment and facilities.

Reserve Provisions

The City has established a goal of maintaining 25% of General Fund revenues as a
reserve in this fund. From time to time, short-term, planned draw-down of reserves may
occur based on specific needs and priorities established by the Council.

Capital Project Provisions

The City will annually develop a five-year plan for capital improvements in accordance
with City policies.

The City will adopt annual capital budgets based on the five-year capital improvement
plan.

Cash Management/Investment Provisions

The City will deposit all funds on the same day the funds are received.
The City will collect revenues aggressively, including past due bills of any type.
The Council follows an investment policy that emphasizes the preservation of principal,

while seeking to obtain the best available rate of return. The policy fully complies with
statutes concerning the investment of idle funds by municipalities in Kansas.
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The Finance Director, City Administrator, and City Treasurer, will regularly review the
status of the City’s investments, the return on the investments, and the outlook of existing
market conditions and other factors affecting the City’s investment decisions.

Debt Service Provisions

The City has adopted a formal debt policy which governs the type, amount and length of
any long-term debt issued by the City Council.

When general obligation debt is issued, the City will seek to obtain interest costs that are
the lowest attainable in the market. The City will seek to maintain good financial policies
and financial reporting to aid in the acquisition of the best market rates.

The City will comply with the legal debt margin established by state statutes.

Accounting, Auditing. and Financial Reporting Provisions

The City will follow the Generally Accepted Accounting Principles (GAAP) as promulgated
by the Governmental Accounting Standards Board (GASB) for budget preparation and
financial reporting.

The City will submit to an annual audit by an independent certified public accountant to
gain an unqualified opinion.

The City will prepare a Comprehensive Annual Financial Report (CAFR) and submit it for
consideration to the Governmental Finance Officers Association for their Certificate of
Achievement for Excellence in Financial Reporting.

The City will follow the standards of full disclosure in all financial reporting and bond
offering statements.

Budget Amendment Policy

The process of amending the City’s budget is outlined and authorized by K.S.A.
79-2929a. Amendments to the City’s budget are allowed only in the event of an increase
in the original budget for previously unbudgeted increases in revenues other than ad
valorem property taxes. To amend the budget, the City is required to publish a Notice of
Hearing ten days prior to the hearing. The City then must hold a public hearing and
forward amended budget forms to the County Clerk for certification.
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Debt Financing Policy

The Debt Financing Policy Statement sets forth comprehensive guidelines for the
financing of capital expenditures. It is the objective of the policy that:

1) the City obtain financing only when necessary,

2) the process for identifying the timing and amount of debt or other financing
be as efficient as possible,

3) the most favorable interest rate and other related costs be obtained, and

4) when appropriate, future financial flexibility be maintained.

Debt financing, which includes general obligation bonds, special assessment bonds,
revenue bonds, temporary notes, lease/purchase agreements, and other City obligations
permitted to be issued or incurred under Kansas law, shall only be used to purchase
capital assets that cannot reasonably be acquired from either available current revenues
or fund balances. The useful life of the asset or project shall exceed the payout schedule
of any debt the City assumes.

To enhance creditworthiness and prudent financial management, the City is committed
to systematic capital planning, intergovernmental cooperation and coordination, and
long-term financial planning.

Evidence of this commitment to capital planning will be demonstrated through periodic
adjustment of the City’s Comprehensive Plan and the annual adoption of a Community
Investment Program (CIP) identifying the benefits, costs and method of funding each
capital improvement planned for the succeeding five years. In addition, the City will use a
ten-year equipment replacement schedule and an annual five-year financial forecast to
assist with long-term financial planning.

Responsibility for Policy

The primary responsibility for developing debt financing recommendations rests with the
Finance Director. In developing such recommendations, the Finance Director shall be
assisted by the City Administrator and City’s outside Financial Advisor (FA), the three of
whom shall comprise the Debt Management Committee who will:

e meet at least semi-annually to consider the need for debt financing and
assess progress on the current CIP and any other program/improvement
deemed necessary by the City Administrator;

e meet at least annually to test adherence to this policy statement and to review
applicable debt ratios serving as benchmarks;

e review changes in federal and state legislation that affect the City’s ability to
issue debt and report such findings to the City Council as appropriate;

e review annually the provisions of resolutions authorizing issuance of general
obligation bonds of the City;

e review semi-annually the opportunities for refinancing current debts; and
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e review annually the services provided by the City’s financial advisor, bond
counsel, paying agents and other debt financing service providers.

Prior to each meeting, the Finance Director shall gather information on the financial
status of the City’s current CIP. The report shall be based in part on information
collected from departmental managers for the City and shall include a projection of
near term financing needs compared to available resources, an analysis of the
impact of contemplated financings on the property tax rate and user charges, and a
final financing recommendation. In developing financing recommendations, the Debt
Management Committee shall consider:

e the length of time proceeds of obligations are expected to remain on hand and
their related carrying costs;

e the options for interim financing including short term and inter-fund borrowing,

taking into consideration federal and state reimbursements;

the effect of proposed actions on the tax rate and user charges;

trends in bond markets;

trends in interest rates; and,

other factors as deemed appropriate.

Use of Debt Financing

Debt financing will not be considered appropriate for any recurring purpose such as
current operating and maintenance expenditures. The City will use debt financing only for
one-time capital improvement projects and unusual equipment purchases, and only
under the following circumstances:

when the project is included in the City's five-year Community Investment
Program; or when the project involves acquisition of equipment that cannot be
purchased outright without causing an unacceptable spike in the property tax rate;
or,

when the project is the result of growth-related activities within the community that
require unanticipated and unplanned infrastructure or capital improvements by the
City; and,

when the project's useful life, or when the projected service life of the equipment,
will be equal to or exceed the term of the financing; and,

when there are designated revenues sufficient to service a debt, whether from
project revenues, other specified and reserved resources, or infrastructure cost
sharing revenues.

The following criteria will be used to evaluate pay-as-you-go versus debt financing in
funding capital improvements:

Factors which favor pay-as-you-go financing include circumstances where:

e the project can be adequately funded from available current revenues and
fund balances;

e the project can be completed in an acceptable time frame given the available
revenues;
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e additional debt levels could adversely affect the City's credit rating or
repayment sources; or
e market conditions are unstable or suggest difficulties in marketing debt.

Factors which favor long-term debt financing include circumstances where:

e revenues available for debt issues are considered sufficient and reliable so
that long-term financing can be marketed with an appropriate credit rating,
which can be maintained;

e market conditions present favorable interest rates and demand for muncipal
debt financing;

e a project is mandated by state or federal government and current revenues or
fund balances are insufficient to pay project costs;

e a project is immediately required to meet or relieve capacity needs or existing
life/health/safety needs;

e unprogrammed cash reserves are insufficient to pay project costs; or

e the life of the project or asset financed is five years or longer.

Structure and Term of Long-Term Debt Financing

Term of Debt

City Debt Obligations will be structured to achieve the lowest possible net interest cost to
the City given market conditions, the urgency of the capital project, and the nature and
type of any security provided. Moreover, to the extent possible, the City will design the
repayment of its overall Debt issues so as to recapture rapidly its credit capacity for
future use. As a benchmark, the City shall strive to repay at least 25% of the principal
amount of its general obligation bonds, excluding special assessment bonds, within five
years and at least 75% within ten years.

General Obligation Bonds

The City shall use an objective analytical approach to determine whether it can afford to
assume new general obligation bonds beyond what it retires each year (see Assumption
of Additional Long-Term Obligations below). Generally, this process will compare
benchmarks relative to key demographic data of the City.

These benchmarks shall include, at a minimum, ratios reflecting Long-Term Debt per
capita, Long-Term Debt as a percent of taxable value, Long-Term Debt service
payments as a percent of current revenues and current expenditures, and the level of
overlapping net Long-Term Debt of all local taxing jurisdictions. This process shall also
examine the direct costs and quantifiable benefits of any proposed expenditures.

The decision on whether to assume new general obligation bonds shall, in part, be based
on (a) costs and benefits, (b) the current conditions of the municipal bond market, and (c)
the City’s ability to assume new general obligation bonds as determined by the
aforementioned benchmarks.
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Revenue Bonds

For the City to issue new revenue bonds, projected annual revenues as defined by the
ordinance authorizing such issuance, shall be at a rate greater than 100% of the issue’s
average annual debt service. If necessary, annual adjustments to the City’s rate
structures will be considered in order to maintain an acceptable coverage factor.

Special Assessment Bonds

The City shall maintain a watchful attitude over the issuance of special assessment
bonds for benefit district improvements. While the City’s share of any benefit district
project may fluctuate, under Kansas law, the City will not pay more than 95% of any
proposed costs related to a benefit district. A report on the findings of the Debt
Management Committee will be submitted to the City Administrator prior to the City
Council approval of any special assessment bond issue.

Economic Development Bonds

The City shall follow City Council Policy 106 which outlines the procedure for considering
applications for Tax Increment Financing (TIF) used for economic development and
redevelopment purposes in accordance with the provisions of K.S.A 12-1770 through
12-1780. In addition the City shall use all relevant portions of City Council Policy 106 for
the issuance of any other type of Economic Development Bonds, including STAR Bonds.

Assumption of Additional Long-Term Obligations

The City shall not assume more tax-supported general obligation bond debt (excluding
special assessment bonds) without first conducting an objective analysis as to the
community’s ability to assume and support additional general obligation bond service
payments. Whenever appropriate, self-supporting revenue bonds shall be issued before
general obligation bonds.

Asset Life

The City will consider long-term financing for the acquisition, replacement, or expansion
of physical assets (including land) only if a capital project has a useful life of longer than
the term of the bond issue supporting it. Long-Term Debt will not be issued for periods
exceeding the useful life or average useful lives of the project or projects to be financed.

Length of Long-Term Debt

City Long-Term Debt will be amortized for the shortest period consistent with a fair
allocation of costs to current and future beneficiaries or users.

The City normally shall issue bonds with an average life of 10 years or less for general

obligation bonds and 20 years for revenue bonds and special assessment bonds.
(However, there may be special circumstances when the cost of a project necessitates a
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bond life greater than 10 years.) When feasible, the structure of general obligation bonds
will reduce principal at a faster rate than amortization of revenue bonds or special
assessment bonds. There shall be no “balloon” bond repayment schedules, which
consist of low annual payments and one large payment of the balance due at the end of
the term, unless anticipated revenues streams would support otherwise. There shall
always be at least interest paid in the first fiscal year after a bond sale and principal
starting no later than the second fiscal year after the bond issue, unless the City is
required to issue Capital Appreciation Bonds (CABs).

Call Provisions

Call provisions for bond issues shall be made as short as possible consistent with the
lowest interest cost to the City. All bonds shall be callable only at par.

Long-Term Debt Structuring

At a minimum, the City will seek to amortize general obligation bonds with level principal
and interest costs-over the life of the issue. Pushing higher costs to future years in order
to reduce short-term budget liabilities will be considered only when natural disasters or
extraordinary or unanticipated external factors make the short-term cost of general
obligation bonds prohibitive.

Variable Rate Long-Term Obligations
The City may choose to issue bonds that pay a rate of interest that varies according to

predetermined formula or results from a periodic remarketing of the securities, consistent
with state law and covenants of pre-existing bonds, and depending on market conditions.

Long-Term Debt Administration and Financing

Financing Proposals

Any capital financing proposal of a City division, agency, or utility involving the pledge or
other extension of the City’s credit through sale of bonds, execution of loans or leases, or
otherwise involving directly or indirectly the lending or pledging of the City’s credit, shall
be referred to the Finance Director or his/her designee.

Bond Counsel

The City will utilize external bond counsel for all Long-Term Debt issues. All Long-Term
Debt issued by the City will include a written opinion by Bond Counsel affirming that the
City is authorized to issue the Long-Term Debt, stating that the City has met all Federal
and State constitutional and statutory requirements necessary for issuance, and
determining a Long-Term Debt federal income tax status.

Underwriter’'s Counsel
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City payment for Underwriters Counsel will be authorized for negotiated sales by the
Finance Director on a case-by-case basis depending on the nature and complexity of the
transaction and the needs expressed by the underwriters.

Financial Advisor

The City will utilize an external Financial Advisor, to be selected for a term of up to three
years, through a competitive process administered by the City’s Finance Director. The
utilization of the Financial Advisor for certain Long-Term Debt issuance will be at the
discretion of the Finance Director and City Administrator on a case-by-case basis. For
each City bond sale the Financial Advisor will provide the City with information on pricing
and underwriting fees for comparable sales by other issuers.

Temporary Notes

Use of short-term borrowing, such as temporary notes, will be undertaken only if the
transaction cost plus interest on the notes are less than the cost of internal financing, or
available cash or reserves are insufficient to meet project needs or current obligations.

Credit Enhancements

Credit enhancement (letters of credit, bond insurance, etc.) may be used if the costs of
such enhancements will reduce the net service payments on the bonds.

Lease/Purchase Agreements

The use of lease/purchase agreements in the acquisition of vehicles, equipment and
other capital assets shall be considered carefully relative to any other financing option or
a “pay-as-you-go” basis. Although lifetime costs of lease may be higher than other
financing options or if the asset were purchased outright, this will not preclude
lease-purchase agreements from being considered by the City as a funding option for
certain capital projects.

Competitive Sale of Long-Term Debt

The City, as a matter of policy, shall seek to issue its general or revenue bond obligations
in a competitive sale unless it is determined by the Debt Management Committee that
such a sale method will not produce the best results for the City. In such instances

where the City, through a competitive bidding for its bonds, deems the bids received as
unsatisfactory or does not receive bids, it may at the election of the City Council, enter
into negotiation for sale of the bonds.

Refunding of Long-Term Debt

Periodic reviews of all outstanding Long-Term Debt will be undertaken to determine
refunding opportunities. Refunding will be considered (within federal tax law constraints) if
and when there is a net economic benefit of the refunding or the refunding is essential in
order to modernize covenants essential to operations and management.
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City staff and the Financial Advisor shall monitor the municipal bond market for
opportunities to obtain interest savings by refunding outstanding Long-Term Debt. As a
general rule, the present value savings of a particular refunding will exceed 3% of the
refunded debt service.

Refunding issues that produce a net present value savings of less than 3% will be
considered on a case-by-case basis. Refunding issues with negative savings will not be
considered unless there is a compelling public policy objective.

Conduit Financings

The City may sponsor conduit financings in the form of Industrial Revenue Bonds for
those activities (i.e. economic development, housing, health facilities, etc.) that have a
general public purpose and are consistent with the City’s overall service and policy
objectives as outlined in City Council Policy 112.

All conduit financings must insulate the City completely from any credit risk or exposure
and must first be approved by the City Administrator before being submitted to the City
Council. All conduit financings will require an appropriate issuance fee as determined by
the Debt Management Committee in accordance with City Council Policy 112.

Arbitrage Liability Management

It is the City’s policy to minimize the cost of arbitrage rebate and yield restriction while
strictly complying with the law.

General

Federal arbitrage legislation is intended to discourage entities from issuing tax-exempt
obligations unnecessarily. In compliance with the spirit of this legislation, the City will not
issue obligations except for identifiable projects with very good prospects of timely
initiation. Temporary notes and subsequent general obligation bonds will be issued
timely as project contracts are awarded so that all issues will be spent quickly.

Responsibility

Because of the complexity of arbitrage rebate regulations and the severity of
non-compliance penalties, the advice of Bond Counsel, Financial Advisor, and other
qualified experts will be sought whenever questions about arbitrage rebate regulations

arise.

Credit Ratings

Rating Agency Relationships

The Finance Director and the Debt Management Committee shall be responsible for
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maintaining relationships with the rating agencies that currently assign ratings to the
City’s various debt obligations. This effort shall include providing periodic updates on the
City’s general financial condition along with coordinating meetings and presentations in
conjunction with a new Long-Term Debt issuance.

Use of Rating Agencies

The Debt Management Committee shall be responsible for determining whether or not a
rating shall be requested on a particular financing and which of the major rating agencies
shall be asked to provide such a rating.

Minimum Long-Term Rating Requirements

The City’s minimum rating requirement for its direct, general obligation debt is a rating of
“AA” or higher. If a given Long-Term Debt cannot meet this requirement based on its
underlying credit strength, then credit enhancement may be sought to ensure that the
minimum rating is achieved. If credit enhancement is unavailable or is determined by the
Debt Management Committee to be uneconomical, then the obligations may be issued
without a rating.

Rating Agency Requirements

Full disclosure of operations and open lines of communication shall be made to rating
agencies used by the City. The Debt Management Committee, with assistance of the
City’s Financial Advisor, shall prepare the necessary materials and presentations to the
rating agencies. Credit rating will be sought from any rating agency as recommended by
the City’s Debt Management Committee.

Financial Disclosure

The City is committed to full and complete financial disclosure, and to cooperating fully
with rating agencies, institutional and individual investors, City departments and
agencies, other levels of government, and the general public to share clear,
comprehensible, and accurate financial information. The City is committed to meeting
secondary disclosure requirements on a timely and comprehensive basis.

Official statements accompanying Long-Term Debt issues, Comprehensive Annual
Financial Reports, and continuing disclosure statements will meet (at a minimum), the
standards articulated by the Government Accounting Standards Board (GASB), the
National Federation of Muncipal Analysts, the Securities and Exchange Commission
(SEC), and Generally Accepted Accounting Principles (GAAP). The Department of
Finance shall be responsible for ongoing disclosure to established national information
repositories and for maintaining compliance with disclosure standards promulgated by
state and national regulatory bodies.
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Debt Policy Terminology

Arbitrage. Arbitrage refers to the rebate amount due to the Internal Revenue Service
where funds received from the issuance of tax-exempt debt have been invested and
excess earnings have occurred.

General Obligation Bonds. Bonds backed by the full faith and credit of the City.
Although General Obligation Bonds may be repaid with revenues sources other than ad
valorem taxes (e.g. voter-approved sales taxes), the issuer’s tax levy commitment is
unlimited. As such, this structure has strong marketability in competitive offerings and
attracts the lowest interest costs.

Municipal Lease Agreements. The City enters into a lease agreement with another
party (typically a third-party vendor) to lease an asset over a defined period of time at a
prearranged annual payment. Lease payments are made primarily from general fund
revenues.

Revenue Bonds. Bonds secured by revenues generated by the facility from dedicated
user fees. Planning for such issues generally is more complex because future costs and
revenues directly affect each other. Credit enhancement (e.g., insurance or letter of
credit) may be needed because of the limited source of Long-Term Debt service
payments that may be available in outlying years.

Special Obligation Bonds. Bonds backed by a dedicated revenue source and not the
full faith and credit of the City. For example, Special Obligation Tax Increment Bonds
would be repaid solely from pledged tax increment financing revenues. Because it is not
secured by an unlimited tax levy, this structure has typically requires a negotiated offering
with interest costs higher than those available for General Obligation Bonds.

Special Assessment Bonds. Bonds issued to develop facilities and basic infrastructure
for the benefit of properties within the benefit district. Assessments are levied on
properties benefited by the project.

Temporary Notes. Notes are issued to provide temporary financing, to be repaid by

long-term financing. This type of bridge financing has a maximum maturity of four years
under Kansas law.
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Financial Structure

Basis of Presentation

In determining the agencies or entities which comprise the City for financial reporting
purposes, the criteria of oversight responsibility over such agencies or entities, special
financing relationships and scope of public service provided by the agencies or entities is
used. Oversight responsibility is determined by the extent of financial interdependency,
control over the selection of the governing authority and management, ability to
significantly influence operations and accountability for fiscal matters. Based on these
criteria, there are no other agencies or entities which should be included in the financial
statements of the City.

The accounts of the City are organized on the basis of funds and groups of accounts,
each of which is considered to be a separate accounting entity. The operations of each
fund are accounted for by providing a separate set of self-balancing accounts which
comprise its assets, liabilities, equities, revenues, and expenditures. The various funds
are grouped by type in the financial statements. Within each fund type exists one or
more funds. The following fund types and account groups are used by the City.

Fund Structure

Governmental Funds are those through which most governmental functions of the City
are financed. The acquisition, use, and balances of the City’s expendable financial
resources and the related liabilities (other than those in proprietary funds) are accounted
for through governmental funds. The measurement focus is upon determination of
changes in financial position. The following are the City’s governmental fund types:

e The General Fund is the principal fund of the City and accounts for all financial
transactions not accounted for in other funds. The general operating
expenditures, fixed charges and capital improvement costs that are not paid
through other funds are financed through revenues received by the General Fund.

e Special Revenue Funds are used to account for revenues derived from specific
taxes, governmental grants or other revenue sources which are designated to
finance particular functions or activities of the City. This includes the Special
Highway Fund, Special Parks and Recreation Fund, Special Alcohol Fund,
Stormwater Utility Fund, Solid Waste Utility Fund, Transportation Fund and the
Parks & Recreation Sales Tax Fund.

e The Debt Service Funds are used to account for the accumulation of resources
for and the payment of principal, interest and other related costs of the City’s
general obligation bonds. This includes the Bond and Interest Fund and the
Street Sales Tax Bond Fund.

e Capital Project Funds are used to account for financial resources segregated
for the acquisition or construction of major capital facilities/infrastructure. This
includes the Capital Improvement Fund.
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Basis of Accounting

The modified accrual basis of accounting is utilized by all governmental and agency fund
types. Under the modified accrual basis of accounting, revenues are recorded as
collected unless susceptible to accrual, i.e. amounts measurable and available to finance
the City’s operations or of a material amount and not received at the normal time of
receipt. Significant revenues which are considered susceptible to accrual include
delinquent property taxes (on the basis of amounts expected to be collected within 60
days of year-end); sales, utility and franchise taxes; interest; and certain State and
Federal grants and entitlements. Expenditures, other than interest on long-term debt, are
recorded when the liability is incurred. The City has implemented GASB 34, which will
use the accrual basis in some financial statements.

In applying the susceptible-to-accrual concept to intergovernmental revenues, the legal
and contractual requirements of the numerous individual programs are used as
guidance. There are, however, essentially two types of these revenues. In one, funds
are virtually unrestricted as to purpose of expenditures and are usually revocable only for
failure to comply with prescribed compliance requirements. These resources are
reflected as revenues at the time of receipt or earlier if susceptible-to-accrual criteria are
not met.

Licenses and permits, charges for services, fines and forfeitures, and miscellaneous
revenues are recorded as revenues when received in cash because they are generally
not measurable until actually received.

Budgetary Basis and Ending Cash Position

The final budget adopted by the City Council must be a balanced budget, where total
resources equal total obligations. The State Budget Law prohibits a budget which
projects spending in excess of available resources. The Budget Law further prohibits
unappropriated balances in funds supported by general tax levies. The City’s budget is
prepared on the modified accrual basis and assumes that prior year’s ending cash
balances will be fully utilized to balance the budget.

While the Fund Balance is not an annual source of revenue to fund operations of the City,
year-end carryovers are used to fund future year operating and capital budgets. It is
critical that adequate fund balance reserves are kept to meet unexpected operating or
capital demands and to cover any unanticipated revenue shortfalls. The State Budget
Law requires that budgeted ending fund balances be zero. However, revenue estimates
are conservative and the City does not expect to expend budgeted reserves. Therefore,
the City expects to finish the budget year with a fund balance.

Encumbrances, which represent purchase orders, contracts, and other commitments,
are treated as budgetary expenditures in the year incurred.
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Additional Considerations

In order to insure that Kansas public agencies will conduct their financial affairs in a
fiscally responsible manner, the State Legislature enacted a cash-basis law in 1933
(K.S.A. 10-1101 to 10-1122) which makes it unlawful for the Governing Body of any
municipality to create any indebtedness in excess of the amount of funds actually on
hand in the treasury of such municipality at the time for such purpose, or to authorize the
issuance of any order, warrant, or check or other evidence of indebtedness of such
municipality in excess of the funds actually on hand in the treasury of such municipality at
the time for such purpose. The essence of the cash basis law is to prohibit

municipalities from spending more than they receive annually in operating revenues, and
to prevent the issuance of short-term debt to cover operating expenditures.

The Kansas Statutes and the Director of Accounts and Reports provide for municipal
record keeping in conformance with the cash-basis and budget laws of the State of
Kansas. Separate funds are maintained for specific purposes and projects in
accordance with state law, the State Division of Accounts and Reports, Department of
Administration, bond covenants, tax levies, commitments for grants and ordinances and
resolutions passed by the City Council. Revenues and expenditures are accounted for
and an annual report produced showing revenues received, encumbrances and
expenditures against budgeted revenues and expenditures.

Annual audits of the City’s financial records are performed by a firm of certified public

accountants in accordance with generally accepted auditing standards. The annual audit
is filed with the State Division of Accounts and Reports.

24



Annual Budget Adoption

Policy

It is the policy of the City Council to plan for the orderly operation of the City by the
adoption of an annual budget of all anticipated revenues and expenditures according
to K.S.A. 79-2929 et. Seq.

Responsibilities

The City Council is responsible for adopting an annual budget for all funds for which
the City is responsible.

The City Administrator is responsible for recommending a balanced budget to the
Council for adoption.

The Finance Director is responsible for establishing the budget schedule; evaluating
department requests; estimating revenues, expenses, and financial impacts of
budget proposals; ensuring compliance with applicable state budget laws; providing
the Council with the information necessary for it to make responsible decisions; and
administering the financial policies and procedures.

Budget Development Process

During the first quarter of each year, the Finance Director and the City Administrator
establish the calendar for adoption of the annual operating budget for the following
year. The calendar is designed to allow sufficient time for preparation of budget
requests, public comment, staff and administrative review, Council consideration,
and publication and submission deadlines established by statute. All dates are to be
considered mandatory deadlines unless otherwise modified by the City Administrator.

The Finance Director shall issue budget forms and instructions to departments
around the first week of March. All departments shall submit their budget requests
according to the schedule and instructions.

The Finance Director will review and evaluate the budget requests, and assist the
City Administrator in formulating a budget to be recommended to the Council.
Departments shall be prepared to fully explain and justify their requests to the City
Administrator.

The City Administrator will formulate a recommended budget and submit it to the
Council for consideration. The Council will meet in work sessions and committee
meetings to consider and discuss the budget. The Council may invite officials,
departments, and agencies to present additional information or justifications
concerning their requests.
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After review by the Council and action to set a public hearing date, the Finance
Director will publish the proposed budget and notice of public hearing in the City’s
official newspaper. The public hearing shall be scheduled at least 10 days after the
publication of the proposed budget, but no later than August 15th, in accordance with
the statutes.

The Council will hold a public hearing on the date and at the time specified in the
publication for the purposes of hearing taxpayer questions and comments concerning
the proposed budget. The public hearing may or may not be scheduled on the same
date as formal adoption of the budget.

The Council shall adopt an annual budget and the Finance Director will file it with the
County Clerk on or before August 25™.
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FINANCIAL SUMMARIES
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Revenue Sources

Introduction

The City of Mission has worked to develop a more diverse base of revenues to fund its
operational and capital needs. The purpose of this section is to describe the major
revenue sources and trends and how these affect the City. Current revenues are those
funds that the City has budgeted to collect in 2014. Current revenue does not include
beginning fund balance, interfund transfers or bond proceeds.

Each major revenue source is described, by fund, on the following pages. Special
emphasis is placed on several major revenue sources in the General Fund (see Table 1
below). This set of revenues is significant in that they collectively represent 88% of the
City’s projected current General Fund revenues in 2014.

Operating Revenues

TABLE 1 - GENERAL FUND REVENUES

Projected Percent

Revenue Source Gen Fund of total

Revenue Current

2014 Revenues

Property Tax $1,340,000 13%
City Sales/Use Tax $2,500,000 24%
County Sales/Use Tax $1,120,000 11%
Franchise Fees $1,050,000 10%
Fines and Forfeitures $1,450,000 14%
Community Center Revenues $1,575,000 16%
All Other Revenues $1,228,625 12%
Total Projected 2014 General Fund Revenues $10,263,625 100%

Ad Valorem Property Tax

Property taxes are collected on the assessed valuation of taxable real estate and tangible
personal property. The County Clerk provides the estimated assessed valuation used in
the calculation of property taxes necessary to fund the budget.

Based on the projected assessed valuation, the mill levy is calculated to fund ad valorem
property tax revenue requirements. The Mission City Council has historically been
committed to maintaining low property tax rates. Since 2004, the City has used 5-year
financial forecasting models to assist in considering and adjusting the mill levy to ensure
a more appropriate balance of revenue sources and to ensure plan for current and future
capital and operating needs.
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11.413 mills (10.363 for the General Fund and 1.050 for the Bond and Interest Fund).
The 2013 mill funds the 2014 budget.

General Fund ad valorem property taxes are budgeted at $1,340,000 and comprise 13%
of total General Fund revenues in 2014. Bond and Interest Fund ad valorem property
taxes total $134,400 or 93% of total Bond and Interest Fund Revenues in the 2014
Budget.

Sales and Use Taxes

City Sales and Use Tax

The City’s largest single source of income is a 1.625% (1.0% General, 0.25% Streets,
0.375% Parks & Recreation) tax on items and services purchased within the City. The
City also receives use tax revenues. These revenues are collected on items or services
purchased outside of Mission but delivered for use within the City.

City sales/use tax revenues budgeted in the General Fund reflect revenues generated by
the 1.00% General Sales tax and total $2,500,000. This revenue stream comprises 24%
of total General Fund revenues. The City has historically experienced relatively small but
steady growth in sales tax revenues annually, and the City relies on conservative
projections to develop the annual budget.

A special Ya-cent sales tax became effective April 1, 2012, and is dedicated to street
repair and maintenance. This special purpose sales tax sunsets in ten (10) years.
Revenues from this sales tax have been budgeted at $491,250 for 2014 and are reflected
in the Special Sales Tax Bond - Streets Fund.

In November 2013, Mission voters approved a 3/8-cent sales tax (effective April 1, 2013)
for parks and recreation. These sales tax dollars may be spent on operations,
maintenance, and/or construction of parks related services and facilities. Revenues from
this sales tax have been budgeted at $736,890 for 2014 and are reflected in the Special
Sales Tax Bond - Park & Recreation Fund. This special purpose sales tax also has a
10-year sunset provision.

County Sales and Use Tax

The City’s allocation of the Countywide sales/use tax is made up of several components:
1) the City’s share of the countywide 0.6% sales tax, and 2) the City’s share of two
countywide special sales taxes. The first is for the jail, the second for public safety. The
proceeds are distributed by the State Department of Revenue based on specific
distribution formulas. Total County sales and uses taxes budgeted for 2014 are
$1,120,000. County sales and use taxes are projected to comprise 11% of total General
Fund revenues.
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Franchise Fees

The City levies franchise fees of 5% of gross receipts on electric, gas, telephone and
cable companies operating within the City limits. Telephone and cable franchise fees are
related to the City’s population, which has remained fairly stable. Electric and gas
franchise fees, while also population driven, are also largely influenced by large/intensive
commercial users, rate increases/decreases and the weather. Franchise revenues are
projected to comprise 10% of total General Fund revenues. Franchise revenues
budgeted for 2014 total $1,050,000, which is roughly equal to actual collections for the
previous two fiscal years.

Fines and Forfeitures

Fines and forfeitures are revenues collected as a result of law enforcement activity,
primarily traffic enforcement in the City. Annual revenues for 2014 are budgeted at
$1,450,000 and represent 14% of total revenues in the General Fund.

Community Center Revenues

Revenue for the Sylvester Powell, Jr. Community Center is generated through
memberships, facility rental fees and fees collected for programs and services. The

revenue budgeted for all activities at the Center for 2013 is $1,575,000 or 16% of total
General Fund revenues.

Capital Infrastructure Revenues

The City has taken a number of steps over the last several years to begin to address
funding for capital infrastructure maintenance and replacement. Specifically, there have
been efforts to establish dedicated revenue streams to be used for these purposes. The
largest revenue streams are generated by the Stormwater Utility and Transportation
Utility fees, which provide transparent, dedicated revenue streams for infrastructure
improvements city-wide.

In addition, the 4-cent Street Sales Tax and the ¥s-cent Parks & Recreation Sales tax,
both approved by voters, provide additional infrastructure revenue streams. All these
revenue streams combined form the building blocks for the City’s five-year Community
Investment Program (CIP), a planning tool that is detailed later in the budget book.

Stormwater Utility Fees

The City established a stormwater utility in 2005 to provided an on-going, dedicated
revenue source to fund stormwater improvements throughout the community. The fee is
applied based on the amount of impervious surface on a property. The fee is set per
equivalent residential unit (ERU) which is equal to 2,600 sq. ft.

The ERU is reviewed and established annually by the City Council during the budget
process. Factors influencing the annual rate include: debt service requirements related
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to stormwater infrastructure and current stormwater needs and priorities. For 2014, the
ERU was maintained at $24/mo per ERU, with revenues estimated at $2,060,000 in the
2014 Stormwater Fund budget.

Transportation Utility Fees

Several years ago, the City Council focused attention on funding for street and
transportation infrastructure needs. A Transportation Utility Fee (TUF) was established to
be used in conjunction with Special Highway funds, the “4-cent Street Sales tax funds,
and other intergovernmental revenue sources for street maintenance and construction.

A TUF is a charge to properties based on the number of vehicle trips (actual or
estimated) each property generates over a period of time. The central rationale for a TUF
is that, like a municipal water or wastewater utility, transportation should be funded at
least in part by linking a property’s consumption of transportation services to the cost of
providing and maintaining those services. The Transportation Utility Fee is projected to
generate $790,607 in the Transportation Fund in the 2014 Budget.

Dedicated Sales Tax Revenues

As mentioned in the Sales Tax section above, the City also relies on a special 74-cent
sales tax dedicated to street repair and maintenance and a special %-cent sales tax
dedicated to parks & recreation to fund capital/infrastructure needs. Revenues from the
street sales tax have been budgeted at $491,250 for 2014 and are reflected in the
Special Sales Tax Bond - Streets Fund. Revenues from the parks & recreation sales tax
have been budgeted at $736,890 for 2014 and are reflected in the Special Sales Tax
Bond - Park & Recreation Fund.
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REVENUE OVERVIEW - 2014 BUDGET

| GENERAL FUND

Description

Key 2014 Projection
Factors

Additional Information

Local Ad Valorem Property
Tax

Levy is based on the
amount needed to fund the
Ad Valorem Property tax
requirement for this fund
based on a projected
assessed valuation in 2013
of $114,056,340 (10.363
mills).

The basis of this tax is the
assessed valuation of taxable real
and tangible personal property in
each county and special taxing
district. State law requires that all
real and tangible personal property
shall be assessed at fair market
value. Property is classified into
various classes and assessed at
different percentages based on
classification. Each individual
government controls the tax levy set
for its jurisdiction.

Delinquent Property Tax

Based on historical
receipts.

The County Clerk is responsible for
placing on the tax rolls any land or
improvements that have previously
escaped taxation in the amount
equal to that amount that would
have been paid had the property
been on the tax rolls, plus
delinquent taxes paid after the due
date.

City Sales Tax

Based on historical receipts
and trends.

The City levies a 1% general sales
tax on all nonexempt sales within
the City.

Compensating Use Tax

Based on historical receipts
and trends.

The compensating use tax is a
sales tax placed on equipment,
goods and materials purchased
outside of a city or county for use in
said city or county. Use Tax
revenues attributed to purchases
made by Mission residents or
businesses are reimbursed to the
City. This tax has a city and county
component.

Countywide Sales Tax

Based on historical receipts
and trends. This is the
City’s share of the
countywide .6% sales tax.

The proceeds of the countywide
sales tax are distributed by the
State Department of Revenue based
on the following formula: One half of
all revenue collected within the
County shall be apportioned among
the County and cities in the
proportion of each entity’s total
taxing effort in the preceding year
relative to the total taxing effort of all
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Countywide Sales Tax (cont.)

cities and the County in the
preceding year. The remaining one
half of the revenue shall be
apportioned to the County and cities
in the proportion each entity’s
population has relative to the total
population of the County. The
County share shall be calculated by
the percentage of people residing in
unincorporated areas.

Countywide Sales Tax-Public
Safety

Based on historical receipts
and trends. This is the
City’s share of the
countywide .25% Public
Safety sales tax.

The portion of the Countywide Sales
Tax due to the passage of the
Public Safety Sales Tax is based on
the following formula: One half of all
revenue collected from the additional
.25% sales tax shall be apportioned
to the County. The remaining half
shall be apportioned based on the
formula used to distribute
Countywide Sales Tax as previously
stated.

Countywide Sales Tax — Jail

Based on historical receipts
and trends. This is the
City’s share of the
countywide .25% Jail sales
tax.

The portion of the Countywide Sales
Tax due to the passage of the Jail
Sales Tax is based on the following
formula: One half of all revenue
collected from the additional .25%
sales tax shall be apportioned to the
County. The remaining half shall be
apportioned based on the formula
used to distribute Countywide Sales
Tax as previously stated.

Motor Vehicle Tax

Based on information
received from the County.

The basis of this tax is the levy of a
county average mill rate applied
against the assessed valuation of
registered motor vehicles within the
City. The tax is payable in full
annually at the time of vehicle
registration. Distribution is made as
the revenue is collected.

Alcohol Tax

Based on estimates
received from the County.

The State levies a 10% surtax on
the sale of all alcoholic beverages
sold by any club, caterer or drinking
establishment. 70% of the taxes
paid within the City limits are
returned to the respective cities and
must be allocated 1/3 to each of the
following funds: General, Special
Parks and Recreation, and Special
Alcohol.

Franchise Fees

Based on historical receipts
and trends.

The City levies a franchise tax of 5%
of gross receipts from the electric,
gas, cable, and telephone utilities
operating within the City limits.
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Franchise Fees (cont.)

Cable and telephone fees are
generally driven by population and
are relatively stable. Electric and
gas fees are driven not only by
population but also by weather, and
may fluctuate more dramatically.

Licensing Fees

Based on department
estimates and historical
receipts.

Fees for business and liquor
licensing.

Jo County Plan Review and
Inspection Fees

Based on department
estimates.

The City contracts with Johnson
County for building inspection and
plan review services. Fees are
collected based on the schedule
established by the County.

Parks Special Event
Revenues

Based on department
estimates and historical
receipts.

Fees for summer, winter and spring
break camps at the Community
Center.

Outdoor Pool Revenues

Based on department
estimates and historical
receipts and trends.

Annual memberships, daily
admissions and concession sales at
the outdoor pool.

Community Center Revenues

Based on department
estimates and historical
receipts and trends.

The governing body sets an annual
self-sufficiency rate or goal for the
department who then establishes
membership, rental and program
fees at the Community Center.

Fines

Primarily court fines.
Based on departmental
estimates.

Fines are set by a combination of
State law, municipal code and
judge’s actions.

Interest Income

Based on the percentage
return on investments and
available cash balances.

K.S.A. 12-1675 and Council policy
restrict the type of investments and
where they may be purchased.

Charges for Services

Based on historical receipts
and trends.

Primarily made up of court costs
and administrative expenses
charged to North East Animal
Control. Also includes weed and
nuisance abatement fees.

Miscellaneous Revenue

Based on historical receipts
and trends. Based on the
nature of these revenues, it
is difficult to make accurate
estimates.

Various revenues of a miscellaneous
nature including, but not limited to,
copy fees, sale of books and maps,
sale or fixed assets and various
reimbursements.

| STORMWATER FUND

Storm Water Utility Fee

Based on equivalent
residential units (ERUs) of
impervious surface on
developed parcels within the
City.

Equal to approximately $24/mo per
ERU.

Interest Income

Based on the percentage
return on investments and
available cash balances.

K.S.A. 12-1675 and Council policy
restrict the type of investments and
where they may be purchased.
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| BOND AND INTEREST FUND

Local Ad Valorem Property
Tax

Levy is based on the amount
needed to fund the Ad
Valorem Property tax
requirement for this fund
based on a projected
assessed valuation in 2013 of
$114,056,340 (1.050 mills).

The basis of this tax is the
assessed valuation of taxable and
real and tangible personal property
in each county and special taxing
district. State law requires that all
real and tangible personal property
shall be assessed at fair market
value. Property is classified into
various classes and assessed at
different percentages based on
classification. Each individual
government controls the tax levy
set for its jurisdiction.

Delinquent Property Tax

Based on historical receipts.

The County Clerk is responsible for
placing on the tax rolls any land or
improvements that have previously
escaped taxation in the amount
equal to that amount that would
have been paid, had the property
been on the tax rolls, plus
delinquent taxes paid after the due
date.

Motor Vehicle Tax

Based on information
received from the County.

The basis of this tax is the levy of

a county average mill rate applied
against the assessed valuation of
registered motor vehicles within the
City. The tax is payable in full
annually at the time of vehicle
registration. Distribution is made
as the revenue is collected.

Special Assessments

Based on expected special
assessment receipts from
improvements in special
assessment districts. At the
formation of the district, an
annual amount of special
assessments is determined
and scheduled until the
improvements are paid for.

K.S.A. 12-6a02 authorizes cities to
levy and collect special
assessments upon property in the
area deemed by the governing
body of the city to be benefited by
improvements.

Interest Income

Based on the percentage
return on investments and
available cash balances.

K.S.A. 12-1675 and Council policy
restrict the type of investments and
where they may be purchased

Transfers

Based upon debt service
needs and the availability of
funds.

Transfers from the General Fund or
Capital Improvement Fund may be
authorized during the budget
process as appropriate.
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| SPECIAL HIGHWAY FUND

Fuel Tax Based on historical receipts This is derived from a state tax on
and trends, and estimates motor vehicle fuel and special fuel
provided by the League of sales. The tax is apportioned to
Kansas Municipalities. the County and cities based on

statutory formulas. The city’s
portion is determined on a per
capita basis.
| SPECIAL ALCOHOL FUND
Alcohol Tax Based on estimates received | The State levies a 10% surtax on

from the County.

the sale of alcoholic beverages sold
by any club, caterer, or drinking
establishment. 70% of the taxes
paid within the City limits are
returned to the respective cities
and must be allocated 1/3 to each
of the following funds: General,
Special Parks and Recreation, and

Special Alcohol.

| SPECIAL PARKS AND RECREATION FUND

Alcohol Tax

Based on estimates received
from the County.

The State levies a 10% surtax on
the sale of all alcoholic beverages
sold by and club, caterer, or
drinking establishment. 70% of the
taxes paid within the City limits are
returned to the respective cities
and must be allocated 1/3 to each
of the following funds: General,
Special Parks and Recreation, and

Special Alcohol.

| SOLID WASTE UTILITY FUND

Solid Waste Utility Fees

Established annually and
collected on property tax bill.
$13.59/household/mo in
2014.

Fees for a portion of contractual
trash services provided to all
single-family residences.

Interest Income

Based on the percentage
return on investments and
available cash balances.

K.S.A. 12-1675 and Council
policy restrict the type of
investments and where they may
be purchased

Transfer from General Fund

Reviewed and established
annually during the budget
process.

General Fund supplement to
utility fees collected per
residential household.
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CAPITAL IMPROVEMENT FUND

Interest Income

Based on the percentage
return on investments and
available cash balances.

K.S.A. 12-1675 and Council policy
restrict the type of investments
and where they may be purchased

Interfund Transfers

Reviewed and established
annually during the budget
process depending on
infrastructure or debt service
needs.

Council may authorize a transfers
from other funds as allowed by
state statute to support
construction or debt service for
capital improvement projects.

Bond Proceeds

Not included in budget.

Council may authorize the
issuance of debt to finance capital
improvement projects.

Intergovernmental Revenue

Includes reimbursement of county,
state or federal funds allocated to
capital projects.

TRANSPORTATION FUND

Transportation Utility Fees

Fee is based on land use and
trip generation determined for
each specific property.

Based on a per-trip calculation for
every land-use in the City using the
Trip Generation (8th Edition, 3
Volume set) Informational Report of
the Institute of Transportation
Engineers (ITE).

Interest Income

Based on the percentage
return on investments and
available cash balances.

K.S.A. 12-1675 and Council policy
restrict the type of investments and
where they may be purchased

Interfund Transfers

Reviewed and established
annually during the budget
process depending on
infrastructure or debt service
needs.

Council may authorize a transfers
from other funds as allowed by
state statute to support
construction or debt service for
capital improvement projects.

Bond Proceeds

Not included in budget.

Council may authorize the
issuance of debt to finance capital
improvement projects.

Intergovernmental Revenue

Includes reimbursement of county,
state or federal funds allocated to
street/transportation projects.

STREET SALES TAX BOND FUND

Special City Sales Tax -
Streets

Based on historical trends.

In December 2011, voters
approved an additional .25% sales
tax for street and infrastructure
improvements. Sales tax sunsets
in 2022.

Interest Income

Based on the percentage

K.S.A. 12-1675 and Council
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return on investments and
available cash balances.

policy restrict the type of
investments and where they may
be purchased.

Bond Proceeds

Not included in budget.

Council may authorize the
issuance of debt to finance capital
improvement projects.

Intergovernmental Revenue

Includes reimbursement of
county, state or federal funds
allocated to street/transportation
projects.

PARKS & RECREATION SALES TAX FUND

Special City Sales Tax -
Parks & Recreation

Based on historical trends.

In November 2012, voters
approved an additional .375%
sales tax dedicated to parks and
recreation programs and facilities.
Sales tax sunsets in 2023.

Interest Income

Based on the percentage
return on investments and
available cash balances.

K.S.A. 12-1675 and Council
policy restrict the type of
investments and where they may
be purchased.

Bond Proceeds

Not included in budget.

Council may authorize the
issuance of debt to finance capital
improvement projects.

Intergovernmental Revenue

Includes reimbursement of
county, state or federal funds
allocated to parks and recreation
projects.
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Debt Service

Overview and Debt Financing Principles

Local governments are often faced with increasing demands for services and
infrastructure improvements. These demands generally exceed the corresponding
revenue necessary to finance the services and improvements on a pay-as-you-go basis.
This produces a need to finance public facilities and infrastructure. Through debt
financing, the City can construct improvements in advance of or as the need arises
rather than delaying projects until full funding is accumulated. Debt financing also more
fairly distributes the costs of the improvements to the users of the project over its
anticipated lifetime.

The goal of Mission’s debt policy is to maintain the ability to provide high quality essential
city services and improvements in a cost effective manner. Policy makers weigh this
goal against maintaining the ability to borrow at the lowest possible rates. The City uses
a formally established Debt Policy when determining when to finance projects with debt.

Outstanding Debt

The following provides a summary of the City’s outstanding debt issues as of December
31, 2013. Debt service schedules are maintained and updated by the Finance
Department. The City’s bonds have received a credit rating of “AA/Stable” assigned by
Standard & Poor’s Rating Services.

General Obligation Debt Supported by Taxes/Utility Fees

Date Original Final Principal Outstanding
of Issue Amount Purpose Maturity at 12-31-13
10/1/04 $1,235,000 Series 2004A - Mohawk Park 9/1/2014 