Arena Tax Oversight Committee
July 26" - 3:00pm
Minutes

Committee members present: John Clevenger, Greg Sevier, Bruce Armstrong, Frank

DeSocio, Tim Short, Mark Dennett, Jose Gutierrez,
George Arnold, Christina Ricke

Committee members absent: Richard Schodorf
Others in attendance: Chris Chronis, Commissioner Ben Sciortino,

Introductions

Welcome

Description of
Responsibilities

Commissioner Tim Norton, Commissioner Lucy Burtnett,
Bill Buchanan, Ron Holt, Richard Euson, Misha Jacob

The meeting was called to order by Chris Chronis, who asked that
the first piece of business be introductions of committee members
and others in attendance.

Commissioner Ben Sciortino thanked committee members for
agreeing to serve and explained that the Board of County
Commissioners expected them to serve as a liaison between the
county government and citizens. Recognizing that many citizens
distrust local government and believe the arena tax will be used for
purposes other than those approved by the voters, the Commission
created the committee to increase the transparency of county
implementation of the arena project.

Commissioner Tim Norton also thanked the committee members for
their service and reiterated the importance of their roles in the
arena project.

Commissioner Lucy Burtnett expressed her appreciation as wetl.

Chris Chronis explained that the committee had been assigned four
essential tasks in the Resolution adopted by the Commission:
s Identify how much tax revenue is received for the project.
¢ Determine where the County stands with regard to the
targeted total revenue of $184.5 million, and indicate
whether early termination of the tax (i.e., prior to the 30-
month automatic termination) will be feasible.
s Identify whether tax revenue is being used in any way
inconsistent with the explanation provided to voters in the
Call for Election.
e Produce a formal report to the Board of County
Commissioners at least once every 6 months.
- May report more often if committee feels it necessary .
Chronis indicated that members’ roles on the committee will end
30 days following the completion of the arena construction



Description of
Accounting
Structure

(approximately December 2008), and that all uncbligated tax
revenue remaining at that time would become the Operating and
Maintenance Reserve that had been identified in the election
materials.

Chris Chronis stated that an accounting and budget structure had
been created for the arena sales tax and project that would seem
needlessly complex, but that it was considered to be desirable as a
way of enhancing transparency about the county’s receipt and use
of the tax. He explained that governmental accounting makes use
of individual Funds, each of which is a self-balancing set of
accounts, and referred committee members to a handout
describing the Funds that will be used for the Arena. Three Funds
will be used initially.

Fund 550:

¢ Every dollar collected by the state and distributed to
Sedgwick County in regards to the one-cent sales tax will flow
into Fund 550.

s Every dollar flowing into this fund can be accounted for by a
receipt in the county’s accounting system which matches a
distribution of tax as shown on the State Treasurer’s website,

e Every dollar flowing out of this fund will be transferred to the
Arena Construction Fund #551.

Fund 551:

¢ All expenditures related to the construction (planning, design,
land acquisition, site preparation, etc.) of the arena will be
accounted for in this fund.

e The arena project includes work on parking facilities,
infrastructure, the Pavilions at the Kansas Coliseum, and
reimbursement of previous costs incurred by the County for
design work at the Coliseum, all as identified for voters in the
Call for Election.

¢ This fund will never house excess revenues: the only way for
money to flow into Fund 551 is via transfer from Fund 550 for
immediate usage.

e Every dollar of expenditure charged to this fund will be
accounted for with purchase orders and invoices.

Fund 552:

e This fund is designed for use only after the arena opens and is
designated for arena operations.

For financial reporting purposes, these three funds will be
consolidated with two existing funds in a single Arena and Coliseum
Enterprise. The two existing funds are used to account for
operations of the Pavilions and the Select-A-Seat ticketing system.



Description of
State Treasurer’s

website

Description of
Sedgwick County
financial system

After the Arena is open for use funds remaining in Fund 550 will

become the Operating and Maintenance Reserve, and each year to

the extent necessary to support on-going operations of the

consolidated enterprise they will be transferred to the operating
funds.

Chris Chronis showed committee members how, by looking at the

State Treasurer’s website, they could independently verify the

amount of arena sales tax revenue distributed to Sedgwick County.

For reference, the website address is:
http://kst.state. ks us/ceoi-win/dist 1 kst
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He demonstrated how to use this website in regards to Sedgwick
County and the arena sales tax:

e Step 1: Select Sales and Compensating Use
Step 2: Hit Continue
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Step 3: Select desired month

Step 4: Select Sedgwick County from drop-down menu
Step 5: Hit Continue
e Step 6: View requested information
Currently, the website displays only the County’s share of the local
option sales tax, as the arena tax has not yet been distributed to
the County.
Upon the collection and receipt of the arena tax, the website will
also display a second category, labeled Specialty Distribution.
¢ This figure will list only those funds collected in regards to
the sales tax.
» The tax is expected to produce approximately $6-million per
month.
The information provided on this website can be compared to
Sedgwick County’s financial records to ensure accuracy and proper
allocation of received monies.

Chris Chronis showed committee members how the county’s receipt
and use of the arena sales tax would appear in the county’s
financial system, and how whenever they wanted more informatior
about a particular entry they would be able to drill down to a
summary listing of the transactions making up the entry and, if
they wished, drill down further to see the source documents such
as purchase requisitions, purchase orders, or invoices that make up
any transaction.

Fund 550: will show revenue received for the project.

“Budget” column = planned total revenue.

“Expended” column = revenue collected related to project.
“Total budg” column = remaining unreceived balance.

The county will start receiving tax revenue from the state



around October 2005.

Fund 551: will show how we are using the money.

o

“Budget” column = total spending authorlzed for each
component of the project.

“Rel Bud” column = released budget: how much of the total
spending authority has been made available to project
managers.

“Pre-Encumb” column = pre-encumbrances: how much money

has been committed to a particular use on the project.
o A pre-encumbrance is created whenever a purchase
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the budget authority is not over-committed.

o We are not yet legally bound to spend pre-
encumbered monies, but a purchase that will
consume them has been im’tiated
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has been converted to a purchase order and we are legally
bound to spend them in the manner indicated; each
encumbrance replaces a pre-encumbrance.

]

e “Expended” = expenditures: what we have actually spent;

once a vendor provides the goods or services specified in a
purchase order the encumbrance is replace by an
expenditure.

“Total Comm” = total committed to the project: the sum of
pre-encumbrances, encumbrances, and expenditures.

Purpose/Advantage of this system:

This system can give us a detailed breakdown of all individual
expenditures.

Prevents the possibility of releasing funds for items (i.e.
parking, etc) before a design or plan for them even exists.
Advantage: the system is able to generate a summary listing
for all expenditures and revenues and can drill all the way
down to the original purchase document or invoice if
committee members chose to see it.

Description of Chris Chronis referred committee members to a handout showing
Sales Tax Forecast the original sales tax forecast prepared prior to the referendum.
Important items to remember:

Whenever a new project/tax takes effect, some vendors are
slow to act on it, thus Sedgwick County most likely will not
see 100% of normal monthly revenue until sometime around
the 3-4 month (see arena sales tax revenue forecast for
details).

This forecast was done in Summer/Fall 2004 when the
economic forecast was more grim.



Description of
Cash Flow
Forecast

o In recent months, there has been a higher month-to-
month growth rate.
o This growth rate may help enable the tax to be turned

off early, but there is no guarantee of that.
In order for the tax to be turned off early:
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= The state mandates that a tax can only be

turned off on the calendar quarter.
=  The state also would like a 90-dav notice of anv
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change in the tax.
= Thus...in order to turn off the tax at the 27-

month mark (the final opportunity before the
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full 30 months), the state would need
notification by the 24" month.
= Chronis will update the forecast as we move

down track to judge if a move of this type
wolld bhe fpa<1hlp/annrnnr1:fe
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Chris Chronis referred committee members to a handout showing
the cash flow forecast that was used to determine the project
could be completed without the issuance of debt.
He stated the following points.
e The forecast is very preliminary.
e This is a forecast of how much we expect to spend and when
we expect to spend it.
¢ We are confident that we can fund this project without
incurring any debt.
e The voters voted to impose the arena tax for not more than
30 months, to pay for a project expected to cost
$184,528,000:

o The term of the tax cannot be extended.

o However...it is possible, at any point, to change how
the money is distributed in terms of specific elements
of the project.

o For example: if parking is currently allotted
$5,000,000 and we wind up spending only $3,500,000,
it is within Sedgwick County’s legal right to use that
remaining $1,500,000 for another project WITHIN THE
ARENA CONSTRUCTION FUND ONLY (i.e. equipment,
etc).

o We can only change how the pie is sliced, not the
shape/size of the pie itself.

Chronis explained that the package of handouts included Resolution
149-2004, which was adopted by the Commission to impose the
Arena Sales Tax subject to voter approval, and that this Resolution
contained as an Exhibit the Call for Election that specified the
ballot question and the proposed uses of the sales tax if approved




the Committee

Organization of

Questions

by voters. He stated that this document was what would be used
by the committee to fulfill its tax of determining whether or not
particular uses of Arena Sales Tax funds were consistent with the
will of the voters.

Committee members decided that there was no need to meet
before October since that is when money should start to flow to
the county from the state.

Committee members agreed that 3:00pm on the final Tuesday of
the month is a good time to meet.

Committee members determined that their next meeting would be
October 25" @ 3:00pm, at the Ark Valley Lodge.

After discussion and hearing from Chris Chronis that spending
activity on the project would continue to be limited until a site was
selected around the start of next year, committee members
determined that their third meeting would be January 24" @
3:00pm, at the Ark Valley Lodge.

Chris Chronis asked which committee members were interested in
serving as chair, and only Greg Sevier responded. Thereupon, the

Committee unanimously elected Greg Sevier to serve as Chairman.

Committee members asked the following questions:
Is the project to include Coliseum design, as shown on the cash
flow forecast?

e Chris Chronis said that early project expenditure would be
reimbursement of county cash already used to design the
Coliseum improvements that were cancelled in favor of the
Arena project. This was part of the project described in the
Call for Election. Additionally, construction work on the
Pavilions at the Coliseum will be funded as part of the
project.

« Bill Buchanan noted that no construction work on the Britt
Brown Arena at the Coliseum would be funded with the Arena
Sales Tax.

What will be the status of idle funds?

e Chronis reported that idle funds will be invested, and that
pursuant to state law the investment earnings necessarily will
go to the General Fund. He noted, however, they can be
transferred from the General Fund to the Arena Fund if the
tax revenue was insufficient.

What about the issue of delinquent tax?

e Chronis stated that just as vendors are sometimes slow to put
a tax into effect, they are also sometimes slow to take that
tax off, so delinquent tax funds can be expected after 30
months and these will flow, just like the current tax receipts,
into Fund 550.

Why is there a difference between the project total of



Adjournment

$184,528,000 contained in the Call for the Election and the cash
flow and revenue projection that totals $180,000,000?

» Chronis said that the difference was represented by
anticipated interest earned on investments, and repeated
that interest earnings would be credited to the county’s
General Fund but could be transferred to the Arena Fund to
the extent they were required to complete the project.

If money within the arena fund needs to be transferred from one
arena project to another arena project (i.e. parking to equipment),
what is the protocol?

* Chronis explained the County policy governing budget
transfers.
o Step 1: Request for transfer initiated by project
manager.

o Step 2: Budget Office receives request and reviews for
sufficiency.
o Step 3: Approval:
* Transfers under $50,000 authorized by Budget
Director.
= Transfers between $50,000 and $250,000
authorized by County Manager.
* Transfers above $250,000 authorized by Board
of County Commissioners.
o All transfers are reported monthly.

Chair Greg Sevier adjourned the meeting at 4:00 pm.



