2027 Proposed Draft Budget City Council Fast Facts

Total Budget

2025 Adopted = 2026 Adopted | 2027 Proposed Z;;I;a:fdegﬁ
All Funds $417,702,610  $447,573,960 | $468,500,309 4.6%
Expenditure Budget
General Fund Budget $194,045,416 | $227,700,242 | $247,268,831 8.6%
General Fund Operating 139,036,203 147,235,155 158,255,188 7.5%
General Fund Transfers* 12,316,121 31,385,974 27,000,000 -14.0%
General Fund Reserve** 42,693,092 49,079,113 62,013,643 26.4%

*The large increase in transfers in 2026 is due to the adopted strategy of shifting the property tax mills previously dedicated to the
Debt Service Fund to the General Fund and then making a transfer to the Debt Service Fund.

**Reserve amount pending final financial audit. Now that the property tax formerly dedicated to the Debt Service Fund is all going
to the General Fund, the 30% reserve amount is higher than it historically has been. The City is also intentionally holding reserves to
make up for projected operational deficits over the next few years, with expected operating revenues to be outpaced by operating
expenditures.

General Fund & Debt Service Fund

e General Fund expenditures are growing significantly faster than revenues (approximately $14M vs. $3M annually — a
difference of S11M).

e Lowering property tax growth assumption from 5% to 3% and the expiration of the courthouse sales tax reduced
projected revenues by approximately $39M over the next five years.

e Personnel costs, healthcare, pensions, construction costs, equipment replacement costs, and interest rates continue
to rise faster than inflation.

e Prior actions in the 2026 budget delayed projected deficits by using Debt Service Fund reserves and reducing capital
spending, but those solutions are temporary and only delayed the projected deficit from 2026 to 2029.

e Without corrective action, General Fund reserves are projected to fall below the Council's 30% reserve policy
beginning in 2029.



To address the challenges laid out above, the 2027 Proposed Budget includes the following solutions:

e We've removed several projects from the five-year capital improvement plan and delayed or reduced funding for
several others.

e No new positions are being recommended to be funded out of the General Fund in 2027.

e Positions that were frozen in the 2026 budget remain frozen in the 2027 budget.

With the above solutions implemented in the proposed budget, projections show that the Debt Service Fund will be able
to handle the capital improvement plan as currently recommended without falling below stated policy reserves. However,
the General Fund will need to increase its transfer back to the Debt Service Fund over the next few years as the Debt fund
balance gets spent down, which will require additional reductions in operating expenses in the General Fund to avoid a
projected deficit beginning in 2027. While no reductions have been recommended in the proposed 2027 budget, staff will
be working through potential reductions for the rest of the year to evaluate programs and identify opportunities for
additional cost savings.

% Change 26 to 27
Revenues 2025 2025 2026 2026 2027 -
Adopted Actual Adopted Projected Proposed | Budgetto | Projected
Budget to Budget
Sales Tax 77,649,866 | 76,368,671 | 72,148,516 | 79,335,276 | 78,166,491 8.3% -1.5%
Property
Tax* 27,511,796 | 27,880,197 | 61,985,846 | 62,491,804 | 64,440,708 4.0% 3.1%
Franchise
Fees 13,000,000 | 13,329,124 | 13,000,000 | 13,329,124 | 13,595,706 4.6% 2.0%
All Other 29,705,125 | 30,227,515 | 31,180,937 | 32,182,152 | 32,078,235 2.9% -0.3%
Total 147,866,787 | 147,805,507 | 178,315,299 | 187,338,356 | 188,281,140 5.6% 0.5%

*Property Tax large increase from 2025 to 2026 should be attributed to shifting previously dedicated debt mills to the General
Fund. Total actual property tax revenues for the City are estimated to increase by 7.4% from 2025 to 2026.

e 2026 Sales Tax Projection: Revenue remains strong despite uncertain macro-economic trends. Based on
the City’s year-to-date performance, sales tax is currently projected to outperform 2026 budget by 10%.

e 2027 Sales Tax Budget Assumptions: City Sales and Use Tax +2.5%, County Sales and Use Tax flat, Johnson
County Sales Tax +2.25%, and Court House Sales Tax expiration (-74%) over 2026 projections. Combined,
these assumptions result in 2027 budget down -1.5% from 2026.




Sales Tax Budget to Actuals 2020-2027
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2020 2021 2022 2023 2024 2025 2026 2027
==@==/Actuals/Projections Budget
City Sales Tax Performance by Sector
Sector Description 2021 2022 2023 2024 2025 24-25 YOY %
Retail Trade* 27,479,106 28,386,383 | 28,414,562 | 28,326,938 29,092,368 2.70%
Accommodation and 4,594,563 | 5,004,776 | 5,255,231 | 5,399,781 | 5,629,770|  4.26%
Food Services
Utilities 2,528,516 2,785,445 2,949,397 2,763,260 2,810,872 1.72%
Information 1,488,432 1,618,624 1,653,796 1,638,153 1,574,647 -3.98%
Wholesale Trade 1,781,215 2,722,654 2,926,759 2,928,311 3,129,922 6.88%
Manufacturing 835,937 1,136,262 1,192,478 1,373,302 1,485,802 8.19%
Other Services (except | | ;03309 | 1571993 | 1,788,025 | 1,988,295 | 2,086,132 4.92%
Public Administration)
Administrative and
Support and Waste
619,516 618,866 604,901 643,959 650,928 1.08%

Management and
Remediation Services
Other 3,399,448 3,925,079 4,212,326 4,644,654 5,230,056 12.60%

Total 44,020,093 | 47,770,083 | 48,998,373 | 49,706,653 51,690,497 3.99%

*Motor Vehicle Sales make up 34.8% of Retail Trade and is up 5.82% year over year.




City Sales Tax Performance by Sector: January through May - 2025 vs 2026

Sector Description 2025 2026 YOY %
Retail Trade 11,528,073 12,107,866 5.03%
Accommodation and Food Services 2,196,434 2,210,536 0.64%
Utilities 1,234,012 1,030,445 -16.50%
Information 683,140 640,921 -6.18%
Wholesale Trade 1,235,725 1,204,718 -2.51%
Manufacturing 536,047 576,134 7.47%
Other Services (except Public Administration) 826,974 872,900 5.55%
Administrative and Suppc?rt _and Wa§te 192,909 248,516 28.83%
Management and Remediation Services
Other 1,812,985 2,058,082 13.52%
Total 20,246,297 | 20,950,118 3.48%
% Change 26 to 27
Expenditures 2025 2025 2026 2026 2027 ° : :
P Adopted Actual Adopted Projected Proposed | Budsetto | Projected
Budget to Budget
Personnel 101,870,228| 103,845,920| 109,630,956| 108,500,000 | 118,566,360 8.2% 9.3%
Contractual 26,681,725 27,133,229 26,896,657 | 26,656,657 31,194,394 16.0% 17.0%
Commodities 9,865,537 5,096,465 10,242,653 | 10,242,653 6,528,073 | -36.3% -36.3%
Capital Outlay 618,306 1,519,468 464,889 464,889 1,966,361 | 323.0% | 323.0%
Operating
Budget 139,035,796 137,595,082 | 147,235,155| 145,864,199 | 158,255,188 7.5% 8.5%
Transfer 12,316,121 11,040,632 31,385,974 30,885,974 27,000,000 | -14.0% -12.6%
Total
Expenditures 151,351,917 148,635,714 178,621,129 176,750,173 | 185,255,188 3.7% 4.8%

Driving Factors for Expenditure Increases:
Personnel increased due to a 3% merit adjustment for non-public safety employees, fully-funded public safety pay
plan increases, inclusion of 12 firefighter positions for the full year that were previously funded through a SAFER grant,
and the addition of 4 COPS grant positions, which are partially funded with federal funds. Benefits assumptions include
a 12% increase in medical insurance and 3% increase in dental insurance.
Contractual Services, Commodities, and Capital Outlay as separate categories appear to fluctuate from 2026 to 2027
budget, but that is largely in order to align with accounting practices. When taken together, their combined increase
is 5.5%. This $2M increase will primarily support internal service fund chargebacks for Fleet, Facilities, Risk
Management, and VERF, which maintain what the City already has.
Transfers Out remained relatively stable. The decrease reflects a smaller transfer to the Debt Service Fund as available
fund balance is utilized, with transfers expected to increase in future years as the Debt Service Fund balance gets
spent down to support the Capital Improvement Program (CIP).




To provide greater flexibility in property tax revenues, the City shifted debt-dedicated mills to the General Fund and now
supports debt service through annual transfers. This structure provides the City with additional flexibility to respond to
challenging financial conditions and operational needs.

The City evaluates its Capital Improvement Program (CIP) annually to ensure planned capital investments remain
sustainable. Each year, project funding sources, schedules and timelines are reassessed based on updated revenue
projections, costs, debt capacity, and operational needs. As a result, projects may be delayed, accelerated, or funded
differently over time. While these changes are addressing the key challenges in our long-term outlook, the City still funds
the Capital Improvement Program at a level that aligns with our peers.

Over the past decade, the City has bonded over $325M in our capital program, some highlights include:

e New Fire Station 8 e |-35 and 119" Street Interchange

e Woodland Road, K-10 to College Blvd e Lake Olathe Renovations

e Police Building Expansion e Street Preservation & Reconstruction Programs
e Park Maintenance Facility e Fire Training Center

e Downtown & Indian Creek Library

CIP 5-Year Total*
Olathe (2027-2031 CIP) $402,473,380
Overland Park (2027-2031 CIP) $360,270,000
Lee’s Summit (2027-2031 CIP) $300,711,000
Lenexa (2026-2030 CIP) $273,332,629

*Does not include Water & Sewer projects for Olathe and does not include Water, Sewer, and Airport for Lee’s Summit

Year Total CIP Budget (for one year)*
2014 28,967,634
2015 38,083,545
2016 48,955,791
2017 54,015,000
2018 85,020,451
2019 94,200,805
2020 103,827,661
2021 96,786,400
2022 122,887,754
2023 117,786,126
2024 166,866,937
2025 213,302,907
2026 128,268,701
2027 115,750,080

*Excludes water, sewer, trash, and stormwater CIP projects



Highlights of Vertical & Transportation Funded Projects

118th Street, Renner to Kansas City Road

119th Street Extension, Woodland to Northgate

159th Street, Brougham to Black Bob

Animal Shelter

Annual Projects for: Street Preservation, Reconstruction, Sidewalk Repair/Replacement & Construction,
Neighborhood & School Traffic, Traffic Signals and Structures Repair

Black Bob, 153rd Terrace to 159th Street

Black Bob, 159th to 167th, Improvements

BNSF East Track Quiet Zone & West Track Preliminary Engineering

City Hall Parking Garage

Lone Elm Road, 119th Street to Harold Street

Fire Station No. 9

Police Firing Range

Quivira Road, 143rd to 151st Improvements

Replacement of Fire Station No. 4

Santa Fe, Ridgeview to Mur-Len

Spruce and Parker, Geometric Improvements

New Projects to the CIP

Phase 1 - Ironwood and Garden Level City Hall Buildout

Fire Station 1 Remediation

S Warwick St, 106™ to College

Previously Funded, Now Unfunded Projects in the CIP

133" Street, Black Bob to Greenwood Road Construction

Lone Elm Road, 159%" Street to 167" Street Improvements

Projects with Delayed Timing

Harold Street, Ridgeview Road to KC Road Improvements, delayed bond from 2029 to 2032

Projects with Adjusted Funding/Timing Changes in Funding/Timing Summary

Animal Shelter Reduced from $25M to $19M (Pending Discussion)

Dennis Avenue, Hedge Lane to Parker Street | Moved from pending list to bond in 2029

College Boulevard, Cedar Niles to Clare Adjusted project scope, moved to bond in 2029 from 2031

ADA Sidewalk Repair and Replacement Reduced from $450,000 to $300,000 annually

Street Preservation Program Reduced from $2.8M to $1.0M annually

Street Reconstruction Program Reduced from $4.0M to $3.0M annually

Streetlight LED Conversion and Maintenance | Reduced by $450,000

Structures Repair Reduced by $670,000

Park and Facility Renovations Reduced General Fund cash by $200k and leveraging Park
Sales Tax




Debt Service Fund

2025 2025 2026 2026 2027 %
Adopted Actual Adopted Projected Proposed | Change*
Debt Service Fund | 40,724,379 | 38,668,674 | 41,681,626 41,453,204 44,594,908 7.6%

*Projection to Budget

General Fund and CIP Highlights

The structural imbalance of the General Fund between revenues and expenditures is projected to result in a deficit by
2029 without a reduction in spending. While adjustments have been made to the CIP, additional programmatic
adjustments will need to be made in the General Fund to solve for this problem over the next year. The positions that
were frozen in the 2026 budget remain frozen in the 2027 budget.

The 2027 General Fund budget includes 3% merit increases for non-public safety personnel and fully funded police
and fire pay plans. It also includes a transfer of $27M to the Debt Service Fund to fund major capital improvement
projects, such as Santa Fe, Ridgeview to Mur Len, 119", Woodland to Northgate, City Hall Parking Garage, Police Firing
Range, and many other projects. The transfer is lower in 2027 as we work to prevent a deficit in the General Fund and
spend down the cash balance in the Debt Service Fund. This transfer will ramp back up in future years to ensure
adequate resources are available in the Debt Service Fund to handle the debt service on the approved CIP.

Increased budget for the Property Tax rebate program from $250,000 to $300,000 to accommodate the increased
demand we experienced in 2026. We are also proposing expanding the program for 2027 to include seniors at an
increased income limit for up to $250.

Made substantial adjustments to the lease fees for the Vehicle Equipment and Replacement Fund to ensure adequate
resources are available to cover the planned replacement of existing vehicles.

Added two new Police Patrol vehicles.

Included funding for police and fire radios, storm sirens, and SCBAs replacement plan.




Utility Fund Information

2019 2020 2021 2022 2023 2024 2025 2026 2027
Proposed
Solid Waste | 0.0% 0.0% 0.0% 2.0% 0.0% 3.0% 5.0% 5.0% 5.0%
Stormwater | 0.0% 0.0% 0.0% 2.0% 3.0% 3.0% 3.0% 5.0% 10%
Sewer 4.6% 4.6% 4.6% 4.9% 6.0% 5.8% 9.8% 6.5% 7.0%
Water 3.5% 3.5% 3.6% 4.3% 6.0% 5.8% 9.8% 6.5% 7.0%
2027
2019 2020 2021 2022 2023 2024 2025 2026
Proposed
Solid Waste | $19.64 | $19.64 | $19.64 | $20.03 | $20.03 | $20.63 | $21.66 | $22.74 $23.88
Stormwater | S5.77 $5.77 $5.77 $5.89 $6.07 $6.25 $6.44 $6.76 $7.44
Sewer* $43.26 | $45.23 | S47.30 | $49.64 | S52.61 | $55.68 | $60.62 | $64.54 $69.06
Water** $30.41 | S31.47 | S$32.60 | $33.97 | S$33.40 | $35.37 | $38.81 | $41.28 $44.17
Total $99.08 | $102.11 | $105.31 | $109.53 | $112.11 | $117.93 | $127.53 | $135.32 | $144.55

*Based on average usage of 542 CF/4,054 Gal
**Based on average usage of 588 CF/4,339 Gal

Olathe is a full-service city, and our residents and businesses depend on reliable solid waste, stormwater, and
water/wastewater services every day. Over the next five years, we are at a point where we must make significant
investments in two areas of our utilities at the same time: adding capacity for growth and rehabilitating aging
infrastructure. Recommended rate increases will help the City keep pace with growth, address rising costs, and
continue investing in critical utility infrastructure while minimizing long-term costs for current and future

ratepayers.

2027 Proposed Average Average

Rate Increase Bill Increase Total Bill
Solid Waste 5% S1.14 $23.88
Stormwater 10% S0.68 S7.44
Sewer 7% $4.52 $69.06
Water 7% $2.89 S44.17

Total 6.38% $9.23 $144.55




A 5% rate increase ($1.14 per month) is recommended for 2027 to prepare for the planned replacement and/or
expansion of the solid waste transfer station when annual processing reaches 114,000 tons.

Olathe is projected to process 111,000 tons in 2027, placing the City near the facility’s planned capacity.

Planning and funding must begin now to avoid future capacity constraints and service impacts on customers.

The rate increase will help build fund balance and reduce the need for larger rate increases in the future.

A future facility could also consolidate recycling operations, improving efficiency and reducing the needs for additional
trucks and staffing long term.

A 10% rate increase (S0.68 per month) is proposed for 2027 to address aging stormwater infrastructure and flood
protection needs.

Many aging corrugated metal pipes are located beneath major roadways and are near the end of their useful life.
Delaying replacement increases the risk of roadway failures and significantly higher emergency repair costs.

The Stormwater program needs approximately $5 million annually to replace aging pipes as part of street
improvement projects to fully leverage available matching funding from Johnson County’s Stormwater Management
Advisory Council (SMAC).

Olathe has been awarded $4.67 million in funding for 2026 and 2027, but this rate increase is needed to have adequate
matching funds available for the planned improvements.

Additional funding will also support projects such as the Briarwood Neighborhood Flood Control Project, which has
been delayed due to funding constraints.

The proposed increases help address critical infrastructure needs for both flood protection and stormwater
rehabilitation while maximizing outside funding opportunities.

A 7% (S7.41 per month) rate increase is proposed for 2027 to support both growth-related capacity projects and the
ongoing maintenance of existing critical water and wastewater infrastructure.

Construction is underway for the West Interceptor, a major wastewater collection line needed to serve current and
future growth in the Cedar Creek watershed, from K-10 to approximately 175th Street.

Additional capacity must also be added at the Cedar Creek Wastewater Plant to treat the increased flows.

The city must continue to rehabilitate and maintain existing assets in the utilities including the water treatment plant,
water distribution system, wastewater treatment plant, wastewater collection system, and remote facilities such as
wells, towers, pumps and lift stations.

The proposed rate increase is needed to keep these systems reliable, meet service demands, and address the impacts
of inflation on projects, operations and maintenance costs.



Proposed Rates

These proposed rates would increase an average residential bill by $9.73/month, bringing that total combined bill to
$144.55/month. This additional revenue will go toward protecting service reliability, public safety, and long-term financial

stewardship. The rate increases allow Olathe to address urgent infrastructure needs before they become more costly
emergencies, support growth in key service areas, and leverage outside funding where available.

Combined Utility Average Bill Comparisons
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Utility Fund Operating Revenue
2025 2025 2026 2026 2027 %
Adopted Actuals Adopted Forecast Proposed | Change*

Solid Waste Fund 19,420,903 19,168,851 20,184,976 20,094,798 21,732,743 7.67%
Stormwater Fund 5,877,531 5,937,837 5,877,531 5,881,431 6,409,710 9.05%
Water and Sewer Fund 65,955,450 65,252,078 69,161,348 68,961,163 74,513,293 7.74%

Utility Fund Operating Expenditures

2025 2025 2026 2026 2027 %

Adopted Actuals Adopted Projected Proposed | Change*

Solid Waste Fund $20,755,143 | $19,491,920 | $20,956,471 | $20,890,421 | $21,888,176 4.78%
Stormwater Fund $6,878,800 $5,201,594 $6,066,217 S5,813,825 $6,697,827 15.20%
Water and Sewer Fund | $77,578,899 | $75,009,892 | $72,606,654 | $72,339,911 | $75,732,584 | 4.69%

*Projection to Budget
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Leveraging asset management to prioritize deferred maintenance and invest available funds in the priority assets.
Utilizing grant funds to address the growing need to replace aging corrugated metal pipe (CMP) throughout the
stormwater system to protect public safety, roadways, and private property.

Preparing for future capacity needs within the Solid Waste system through long-term planning and funding for
Transfer Station improvements and expansion.

Continued investment in critical infrastructure to maintain reliable utility services and reduce the risk of costly
emergency repairs.

Leveraging new technology with the Super Critical Water Oxidation Pilot Project and associated operators for
wastewater treatment.

Continued construction of the West Cedar Creek Interceptor Project and expansion of the Cedar Creek WWTP.

Continued ability to recruit and retain skilled staff to operate, maintain and manage generational assets.

Department Proposed Additions Fund # FTE Cost
Infrastructure SCADA & Operations Technology Water & Sewer 1.0 $169,042
Manager
Infrastructure SCWO Wastewater Operator Water & Sewer 3.0 $124,880
Utility Maintenance Yard Restoration

Infrastructure ¥ Inspector (PTKE to FTE) Water & Sewer 0.5 $32,197
Infrastructure SCWO Plant Maintenance Technician Water & Sewer 1.0 $75,986
Exceptional Services Billing Support Specialist Water & Sewer 1.0 $62,784
Infrastructure Bulk Collection Truck Solid Waste - $37,000
Infrastructure Vehicle Replacement Upgrade Stormwater - $2,800
Infrastructure Stormwater Maintenance (PTKE to FTE) Stormwater 0.5 $21,454

Total Additions 7.0 $526,143




Other Fund Information

2025 2025 2026 2026 2027 %
Adopted Actuals Adopted Projected Proposed | Change*
Tourism & Development 2,150,000 2,052,391 3,131,329 2,660,646 2,455,000 -7.7%
Library 10,647,015 9,773,853 11,330,565 10,330,615 11,707,393 13.3%
Park Sales Tax 6,375,031 6,689,208 6,518,619 6,510,865 7,530,865 15.7%
Recreation 7,682,303 6,508,266 7,590,729 6,959,719 7,052,844 1.3%
SMST 18,470,000 | 17,848,046 16,134,208 16,134,208 18,086,590 12.1%

*Projection to Budget

The Tourism and Development Fund programmed the additional revenue from the 3% increase to Transient
Guest Tax rate to support one-time citywide events for the 2026 FIFA World Cup. The 7.7% operating decrease
is the elimination in those one-time expenses.
A $1.2 million transfer from the Library Fund to the Debt Service and Capital Improvement Library Fund (CIF) is
included to support ongoing debt service obligations for the two library facilities. The transfer also provides for
the accumulation of reserves to address anticipated long-term capital maintenance on the library facilities.

The Recreation Fund has increased program revenues in recent years and continues to assess strategies for cost
savings and revenue generation. To continue to offset expenditure growth, the 2027 Budget includes a $1.5
million transfer from the General Fund, which is the same amount that was budgeted in 2026.
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Budget Calendar

Date Location Discussion

Beginning June 22" | Various Council Budget 1 on 1s

July 7t Council Chambers | City Manager Presentation

July 14t Olathe Police Budget Workshop #1 — Property Tax Supported Funds -

5:30 p.m. Dept. Community | General Fund, Debt Service Fund, Library Fund, & CIP;

(Dinner available Room 501 E 56 Intent to Exceed RNR

starting at 5) Highway

August 4th Council Chambers Budget Workshop #2 — Water & Sewer, Stormwater,

7:00 p.m. Solid Waste and Utilities CIP

August 18t Council Chambers | Budget Workshop #3 — Recreation Fund, Parks Sales Tax,

7:00 p.m. Street Maintenance Sales Tax, Schedule of Fees and
Chamber of Commerce

September 8t Council Chambers | Public Hearing to Exceed Revenue Neutral Rate and

7:00 p.m. Budget Public Hearing

September 15t Council Chambers | Budget Adoption

7:00 p.m.
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