Council Q&A for Council Budget Kick Off & Budget Principles

1. Consumer Price Index (CPI): What is the cumulative increase in Olathe’s
contractual services, commodities, and capital outlay budget between 2019 and
20267

The General Fund's budget for contractual services, commodities, and capital outlay
increased from $26.5 million in 2019 to $37.4 million in 2026, a cumulative increase of
41%. Over the same period, CPl increased approximately 27%. The difference is largely
attributable to (1) inflationary pressures in municipal cost categories that often
outpaced CPI and (2) the City's continued growth including additional infrastructure,
facilities, technology, equipment, and service demands that require ongoing operational
support. This reflects not only higher costs for existing services but also the cost of
maintaining and operating a larger organization than existed in 2019.

2. Unemployment: What are the sectors in Olathe that are most affected?

Sector Year over Year % Loss of Employment
as of March 2026

Information -5.4%

Professional and Business Services -1.1%

Trade, Transportation, and Utilities -1.2%

Government -0.8%

Sector Jobs Lost, October 2025 to March 2026

Construction -2,400
Trade, Transportation, and Utilities -4,300
Professional and Business Services -5,400
Leisure and Hospitality -3,700
Metropolitan Area/State Year over Year Unemployment Rate
Change (April 2026)
Kansas City, MO-KS -0.4%
Lawrence, KS -0.2%
Topeka, KS +0.0%
St. Joseph, MO-KS -0.2%
Kansas +0.1%
Missouri -0.2%




3. Property Tax: When was the last time Olathe’s assessed value increased by 3% or
less?

The City has seen three years since 2001 where the assessed valuation declined. The
2014 budget year saw an increase of 2.6% in assessed valuation over the prior year.
Between 2009 and 2013 budget years, assessed value had an average -1.5% decrease
year over year. Prior to that, between 2002 and 2008 budget years, the value averaged
8.5% in year over year increases and has averaged an increase of 5.95% since 2016.

2001-2026 Avg: 5.95%
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4. Property Tax: How has property tax increase changed over time and what is
attributed to that?

The City's property tax (ad valorem) revenue has increased from approximately $35.5
million in 2016 to $68.4 million in 2025, an increase of $32.9 million (93%) over that
period.

While property tax revenue has grown significantly, it is important to view that growth in
the context of the City's overall growth and service responsibilities during the same
timeframe:

e The City's total assets have increased 56%, reflecting investments in roads,
public safety facilities, parks, utilities, and other public infrastructure that must
be maintained and eventually replaced.

e The City's total liabilities have increased 78%, reflecting debtissued to construct
and improve community infrastructure as well as other long-term obligations.

e The City's full-time workforce has increased 27%, supporting population growth,
expanded services, and increased operational demands; while the City’s total
General Fund personnel costs (including salaries and benefits) have increased
83% since 2016.

e The cumulative CPlincrease for the Midwest since 2016 is 39%.

e The City's annual operating budget has increased 87% since 2016.

e The City's five-year Capital Improvement Program (CIP) has increased 138%.

As Olathe has grown, the City has taken on substantially more infrastructure, facilities,
employees, and service obligations. Property taxes remain one of the primary stable
revenue sources available to fund core municipal services.

A portion of the growth in property tax revenue has occurred naturally through new
construction and increases in assessed valuation, rather than a change in the property
tax levy, which has gone down since 2016. As the community grows, additional homes,
businesses, and commercial development expand the tax base, generating revenue
needed to serve that growth and maintain existing service levels.

The broader trend is that the cost of delivering municipal services has increased
substantially over the last decade due to inflation, labor costs, healthcare costs,
technology investments, infrastructure maintenance needs, and community growth.
Property tax revenue growth has largely mirrored these increasing costs and service
demands rather than outpacing them. If property tax revenue had only grown at the rate
of inflation since 2016, it would be approximately $49M today rather than $68M. The
difference reflects the reality that Olathe is not the same city it was in 2016 — it has more



residents, more roads, more parks, more facilities, more public safety needs, and
significantly greater capital and operating responsibilities.

General Fund Forecast: What are the reserves of comparable cities seeking to debt

finance?

In a December 2023 report, S&P Global Ratings analyzed reserve levels for
municipalities issuing General Obligation debt. For cities carrying an AA+ rating, like
Olathe, the median available General Fund reserve balance was approximately 44.1% of
expenditures.

By comparison, Olathe's adopted reserve policy establishes a target of 30% of annual
revenues, which has historically been consistent with prudent financial management
practices and supports the City's strong credit profile.

It is important to note that reserve levels across local governments increased
significantly during and after the COVID-19 pandemic due to federal relief funding,
strong revenue growth, and economic uncertainty. Prior to the pandemic, reserve levels
for highly rated municipalities were more commonly in the 25% to 35% range. While
reserve balances have remained elevated in recent years, many rating analysts and
municipal finance professionals expect reserve levels to gradually normalize over time
as one-time funding sources are depleted and communities utilize reserves for planned
investments and economic stabilization.

As a result, while Olathe's 30% reserve target is below the current median reported by
S&P for AA+ municipalities, it remains within the range historically associated with
strong financial management and high credit quality. The City continues to monitor
reserve levels as part of its long-range financial planning to maintain flexibility, support
service delivery, and preserve favorable access to the municipal bond market.

U.S. municipalities--medians

Rating

AAR A+ AR AA- At A A- BBB+ or lower
Projected per capita EBI (%) 163.6 125.6 103.5 &r.0 773 72.6 706 74.2
Market value par capita (3) 230,233 182,377 122157 B7063 66354 53,602 48,002 58,085
Available general fund (%) 46.9 88.0 51.0 40.5 28.0 17.3
General fund parformance (36) 33 a7 ar 4.2 38 3.2
Cash o expenditures (%) 6.5 1.4 5.0 102.7 101.0 894.3 8.0 62.3
Cash to dabt service (26) 1,206.3  1,383.0 1,113 1,2908 1,0138 1,0855 8667 5761
Met direct debt to TGF revenuas (36) FO.5 g6r.7 885 a3 108.5 121.8 117.4 103.4

Carrying charga (35) 6.3 6.1 77 7.5 86 B.O g2 a9




