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CITY OF WICHITA, KANSAS

ADOPTED EXECUTIVE BUDGET

January 1 — December 31, 2005
January 1 — December 31, 2006

MISSION STATEMENT

The mission of the City of Wichita
is to provide efficient, high quality
services that protect the health, safety
and welfare of all its citizens.

The cover features photos of various City services illustrating the diversity of programs and people who bring City government to
citizens. Throughout this Budget document this theme is incorporated into showing the grand traditions and new beginnings of our
City. Additional information can be found at the City's website at www.wichita.gov.
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GOVERNMENT FINANCE OFFICERS ASSOCIATION
Distinguished
Budget Presentation
Award

PRESENTED TO
City of Wichita
Kansas
| Forthe Fiscal Year Beginning
January 1, 2004

Pregident Executive Director

The Government Finance Officers Associations of the United States and Canada (GFOA) presented an
award of Distinguished Budget Presentation to the City of Wichita, Kansas for its annual budget for the fiscal
year beginning January 1, 2004.

In order to receive this award, a governmental unit must publish a budget document that meets program
criteria as a policy document, as an operations guide, as a financial plan and as a communication device.

The award is valid for a period of one year only. We believe our current budget continues to conform to
program requirements, and we are submitting it to GFOA to determine its eligibility for another award.

THE CITY OF WICHITA DEPARTMENT OF FINANCE HAS EARNED THE
DISTINGUISHED BUDGET AWARD CONSISTENTLY FOR 16 YEARS.

GFOA AWARD 2005 — 2006 ADOPTED BUDGET
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CITY OF WICHITA, KANSAS

BUDGET AT A GLANCE
2005 — 2006

The 2005 Budget does not require a mill levy rate increase for the eleventh
consecutive year.

General Fund expenditures of $168,651,870 are included in 2005, a 2.5%
increase over the 2004 Revised budget.

The Adopted budget does hot require any layoffs.

To supplement fire protection, the budget includes $471,000 and 7 additional fire
staff (2006). These positions will augment apparatus staffing and provide
additional resources for under-served areas of Wichita.

The budget includes an additional $1,000,000 annually for economic development
incentives. In addition, $2.5 million is included in 2004 to support low airfare
efforts.

The budget includes $220,000 for a new crack seal crew in Public Works, and
reprograms $400,000 to supplement maintenance efforts in the Park Department.

The budget includes a new ticketing system for Century II, as well as three
additional staff.

An employee wage and benefit package is included for 2005 which provides a pay
increase, earned merit pay adjustments, and continuation of the 80% employer
contribution for health insurance.

All landfill post-closure costs and liabilities of $27.7 million are fully funded.

The budget funds 22 School Resources Officers, offset partially by a budgeted
$250,000 annual contribution from USD 259. In addition, a Police Captain has
been restored.

Water and Sewer rate increases of 4% and 3%, respectively, are projected in
2005, driven primarily by capital needs for water supply and sewage treatment
improvements.

2005 - 2006 ADOPTED BUDGET BUDGET AT A GLANCE
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ORGANIZATIONAL CHART

CITIZENS OF WICHITA

MAYOR & CITY COUNCIL

ART MUSEUM BOARD

CITY MANAGER
George R. Kolb

LIBRARY BOARD

AIRPORT ENVIRONMENTAL HEALTH
Bailis Bell Kay Johnson
FINANCE FIRE
Kelly Carpenter (acting) Larry Garcia
HOUSING SERVICES IT/NS
Mary K. Vaughn Kirk Swilley

LAW
Gary Rebenstorf

MUNICIPAL COURT
Jennifer Jones / Kay Gales

Norman Williams

PARKS AND RECREATION PLANNING
Doug Kupper John Schlegel
POLICE PUBLIC WORKS

Chris Carrier (Acting)

TRANSIT
Jay Banasiak

WATER AND SEWER
David Warren

ORGANIZATIONAL CHART

GENERAL GOVERNMENT

Cathy Holdeman
(Assistant City Manager)

2005 — 2006 ADOPTED BUDGET



lE=

CITY OF WICHITA ELECTED OFFICIALS

2005 - 2006 ADOPTED BUDGET ii CITY OF WICHITA ELECTED OFFICIALS



Illi
DIRECTORY
CITY COUNCIL MEMBERS

Carlos Mayans Mayor 268-4331 455 N. Main, 67202

Carl Brewer Vice Mayor (1) 303-8017 *2755 E. 19th, 67214
Susan Schlapp Council Member (11) 268-4331 455 N. Main, 67202

Phil Lambke Council Member (I1I) 303-8029 *2820 S. Roosevelt, 67210
Paul Gray Council Member (V) 303-8008 455 N. Main, 67202

Bob Martz Council Member (V) 268-4331 455 N. Main, 67202
Sharon Fearey Council Member (VI) 303-8042 *2700 N. Woodland, 67207

*Council Members can be reached at the Neighborhood City Hall as well as City Hall at 455 N. Main, 268-4331.

CITY DEPARTMENTS & DIRECTORS

City Manager 268-4351 George R. Kolb, City Manager

General Government 268-4351 Cathy Holdeman, Assistant City Manager
Airport 946-4700 Bailis Bell, Director of Airports

Art Musuem 268-4921 Charles A. Steiner, Director of Art Museum
Central Inspection 268-4460 Kurt Schroeder, Superintendent of Central Inspection
Environmental Health 268-8351 Kay Johnson, Director of Environmental Health
Finance 268-4300 Kelly Carpenter, Acting Director of Finance

Fire 268-4451 Larry Garcia, Fire Chief

Housing Services 268-4688 Mary K. Vaughn, Director of Housing Services
Information Technology 268-4318 Kirk Swilley, Chief Information Officer

Law 268-4681 Gary Rebenstorf, Director of Law & City Attorney
Library 261-8500 Cynthia Berner-Harris, Director of Libraries
Municipal Court 268-4611 Kay Gales, Court Administrator

Parks and Recreation 268-4628 Doug Kupper, Director of Park and Recreation
Personnel 268-4531 Lori Wilkerson, Acting Director of Personnel
Planning 268-4421 John Schlegel, Director of Planning

Police 268-4158 Norman Williams, Chief of Police

Public Works 268-4497 Chris Carrier, Acting Director of Public Works
Transit 265-1450 Jay Banasiak, General Manager

Water and Sewer 268-4504 David Warren, Director of Water and Sewer

Note: All phone numbers are within the 316 area code.
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GUIDE TO THE BUDGET

The budget document is a two volume set. Volume one is the
Executive Budget and volume two is the Detail Budget. The
Executive Budget is designed for a more general audience.
Internet access makes the City’s budget available to a much
broader range of people. The Executive Budget is primarily a
narrative presentation providing the City Manager's Policy
letter, budget highlights, a profile of the City of Wichita,
department overviews, background information, performance
measurement data, summary tables of appropriations and
positions counts, and an entire section on property taxes and
the mill levy rate.

Figure 1. Department Presentation, Executive Budget (Vol. 1)
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The mission of the Law Department is to represent the City in ali fegal actions E
brought againat the City or initisted by the City: provide legal sdwice to the City
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The Detail Budget is intended for an audience interested in
more specific information. It contains very little narrative and
is mostly numbers (see Figures 2 and 3). Volume two includes
line item detail budget pages, personal services pages (which
identify individual position titles, position classification ranges,
authorized position counts, and salary amounts), a listing of all
budgeted capital outlay, an itemization of all appropriation
items categorized as “other” within department budgets, an
itemization of operating grants received by the City (including
an index of agency acronyms), all the organization salary
schedules (ranges and steps), information about employee
benefits, and an explanation of the chart of accounts for
expenditures.

Both documents are primarily organized by departments, with
the Executive Budget offering a few additional sections in the
front. Both departments have an “Other Information” section at
the end. Sections are separated with tabbed dividers.

2005 - 2006 ADOPTED BUDGET
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Figure 2. Line Item Budget, Detail Budget (Vol. 2)

The City Manager Policy Message, near the front of the
Executive Budget, is the principal focus upon current budget
issues and the budget development environment. It
communicates in a single section the City Council's policies
and priorities that superintend the process, the salient issues
and how they were resolved, and all the major changes
incorporated in this budget. The intent of the Policy Message
is to give readers one place to go to get a sense of the
process’s entirety. The budget documents flow from the Policy
Message into greater and greater detail as it moves through
the ensuing Executive Budget sections and into volume two.

The City Profile provides a historical outline of the City of
Wichita. In addition, the City Profile reports demographic
information, as well as information on industry and
employment. Selected measures and projections of community
growth that have assisted the budget process are reported in
the City Profile. The Budget Process provides a budget
calendar and basic information about the budget process. This
section lets the reader know how the process works.

Summaries of Revenues and Expenditures are in the
following section. Often called the City's “Total Operating
Budget,” the summaries in fact are a combined presentation of
several, discrete operating budgets (or legal funds) that are
established as locally funded operations. Trust funds, grant
funds and capital funds are not included in these summaries.

GUIDE TO THE BUDGET
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e The Debt Service Fund accounts for the payment of
interest and principal on long-term general obligation (GO)
debt. Sources of funding include property taxes, special
assessments, sales tax, bond proceeds, interest earnings
and miscellaneous sources.

Special Revenue Funds finance specified activities from a
dedicated revenue source and are presented in the Detail
Budget after General Fund activities within each department
presentation.

e The Tourism and Convention Fund supports convention
and tourism promotion with monies collected through the
transient guest tax.

o The Trolley Fund receives contributions, charter income,
fares, and other revenues to finance operating and
maintenance costs of five trolleys.

e The Special Alcohol Programs Fund receives a
dedicated portion of state-shared alcohol liquor tax
revenues, which are reserved only for services or
programs dealing with alcoholism and drug abuse
prevention and education.

e The Special Parks and Recreation Fund receives a
portion of state-shared alcohol liquor tax for the support of
park and recreational services, programs and facilities.

e The Ice Rink Management Fund uses revenues received
from the operation of Wichita Ice Sports to offset the
expense of contract management for the facility.

e The Landfill Fund receives income through a lease
agreement with a private contractor, to support activities
at refuse disposal sites and environmental management
needs.

e The Landfill Post Closure Fund exists to satisfy a
statutory requirement of contingent resources enough to
remediate environmental hazards emanating from the
City's closed landfill. The resources were accumulated
during the operation of the landfill, are enhanced through
investment, and must be maintained throughout a thirty
year liability period.

e The Central Inspection Fund utilizes building permit and
license fees to monitor and regulate compliance with City
codes on building construction, housing maintenance,
signs and zoning.

e The Economic Development Fund provides manage-
ment for the City's ongoing capital financing program as
well as the administration for special financing projects.

e The Sales Tax Construction Pledge Fund receives
one-half of the City’s local sales tax distribution, which is
pledged to support the City’s transportation infrastructure.
Resources are used to support debt obligations in the
Debt Service Fund for selected freeway, arterial, and
bridge projects, and thereafter to cash finance other
qualifying and designated transportation projects.

2005 - 2006 ADOPTED BUDGET
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o  The Property Management Fund utilizes rental revenues
and other earnings to acquire, manage, and dispose of
City-owned properties.

e The State Office Building Fund uses building and
garage rent payments and parking space revenues to
manage custodial and maintenance functions of the State
Office Building.

e The Tax Increment Financing Fund (TIF Districts)
receives support from a property tax increment in defined
districts to fund remediation and clean-up of groundwater
contamination, and fund redevelopment projects to
prevent or alleviate blighted areas. Districts established to
eliminate groundwater contamination also receive funding
from potentially responsible parties to assist with the
clean-up efforts.

e The Self-Supporting Municipal Improvement District
(SSMID) was created by the City Council in 2000 as a
benefit assessment district to improve and convey special
benefits to properties in downtown Wichita. The SSMID
Fund provides the accounting mechanism for the
revenues and distributions of the district.

e The City/County Joint Operations Fund supports the
Metropolitan Area Planning Department and maintenance
of the Wichita-Valley Center Floodway Project.  Both
operations are jointly financed by the City/County (less
any self generating revenue), but are administered within
the City’s organization.

o The Art Museum Board Fund segregates the annual
General Fund subsidy given to the Art Museum, allowing
these resources to carryover to subsequent fiscal years,
earn interest, and maintain a cash reserve for accrued
liabilities (vacation and sick leave) and for emergencies.

Enterprise Funds are used for government functions that
are self-supporting. Enterprise funds belong to the group of
funds called “proprietary,” and are operated much like a
business, with a balance sheet for all long-term debt
obligations, assets and liabilities. These funds provide services
to the community at large, in contrast with internal service
funds (another kind of proprietary fund that provides services
within the City organization). Each enterprise operation
receives revenues from the sale of services or user fees. The
operations generally do not receive tax support, except for
Transit, which receives a subsidy from the General Fund.

The City has six enterprise funds:

o The Wichita Airport provides facilties for air
transportation services for the public, business and
industry.

e The Golf Course System provides five public golf
facilities that are supported by user fees.

GUIDE TO THE BUDGET
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o The Sewer Utility operates and maintains the sewer
component of the combined Water and Sewer
Department, including wastewater treatment plants.

o The Water Utility operates and maintains the water
component of the combined Water and Sewer
Department, treating and distributing a safe, reliable
supply of water from the equus beds (aquifer) and Cheney
Reservoir (surface water).

e The Storm Water Utility is responsible for the
construction and maintenance of the City's storm water
system.

o  Wichita Transit provides public bus service through
regular fixed route services and special charter (point-to-
point) services.

Internal Service Funds provide services for City
departments at cost. Like enterprise funds (which provide
services externally), internal service funds belong to the
“proprietary” group of funds. The funds are operated like a
business, with a balance sheet for all assets, current liabilities
and long-term obligations.

The City has four internal service funds:

e Fleet includes the equipment motor pool and central
maintenance facility.

e Information Technology coordinates the City's office
automation and data processing, and provides centralized
management of the large digital switch, long distance
usage, smaller telephone systems, and other tele-
communications.

e  Stationery Stores provides al departments with office
supplies, mail service, and microfiming at the most
economical cost.

e  Self Insurance accounts for the self insurance programs
of health, workers’ compensation, group life, employee
liability, property damage and general liability.

Trust Funds are established when the City is custodian of
monies that are to be reserved and used for a specific purpose.
The budget document presents selected trust funds that are
expended according to the conditions of the trusts.

o The Wichita Employees’ Retirement Fund provides a
pension program for noncommissioned employees. The
City's contribution is budgeted within the operating
departments.

e The Police and Fire Retirement Fund provides a
pension program for commissioned Police and Fire
personnel. The City’s contribution to this pension program
is budgeted within the operating departments.

GUIDE TO THE BUDGET

o The Cemeteries Trust Fund uses interest earnings and
charges for services to maintain the Highland Park and
Jamestown cemeteries.

The chart on page viii provides a graphic representation of the
fund structure utilized in the City budget. Efforts have led to a
consolidation of funds (for example, more than a dozen
property tax supported funds have now been consolidated into
the General Fund and Debt Service Fund).  Fund
consolidation, along with automated data system accounting,
allows improved management and costing of programs (and
cost recovery where appropriate) and maximizes City Council
financial flexibility in policymaking.
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Council with a sound Financial Plan that introduced
citizens and policy makers to important budgetary
information, encouraging informed participation at an
early stage in the budget development process.

From this plan, the City Council was able to identify
specific areas of emphasis. These areas are: Past
Successes; Public Safety; Delivery of Information;
Service Delivery; Human Resources; Infrastructure;
Cultural  Tourism;  Economic  Development; and
Cooperative Partnerships. Through these areas the City
is able to focus its goals and objectives to provide the
best services for the citizens.

To the greatest degree possible, the City’s 2005-2006
Adopted Budget was developed to facilitate the
realization of long-term goals and to meet short-term
needs identified during the budgeting process.

PAST SUCCESSES GUIDE
NEW BEGINNINGS

The City of Wichita is an award winning community.
Each year, the efforts of the organization receive local,
state and national recognition. These recognitions give
validation that the City is providing the citizens of Wichita
with the very best service that it can give. The following
paragraphs  describe “We judge ourselves by what
just some of the many we feel capable of doing,
awards that the City while others judge us by what
received in the past we have already done.”

year: - Henry Wadsworth Longfellow

e The Wichita Police
Department is at the forefront of outstanding
customer service delivery. Last year, the Police
Department received the prestigious Webber Seavey
Award for Excellence in Law Enforcement.

o Housing Services has tremendous success with the
various programs it offers. The Department has been
recognized for outstanding performance by the
Department of Housing and Urban Development
(HUD). The Section 8 program was rated as a high
performer in all HUD evaluations, while the City's
HOME program was designated #1 in the state.

o Cowskin Creek Water Quality Reclamation Facility
received numerous awards for its innovative design
and collaboration with surrounding communities. A
2003 American City & County Crown Communities
recipient, the facility was recently named the Kansas
American Public Works Association Project of the
Year in the $10 million category.

2005 - 2006 ADOPTED BUDGET
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o Several City facilities received awards of excellence
from the Associated General Contractors of Kansas
for excellence in their design and construction.
Those facilities included the Alford Branch Library,
the Old Town Square, the Water Distribution facility
and the Wichita Art Museum expansion.

o For the 30th consecutive year (longer than any other
governmental entity in Kansas), the City of Wichita
received the GFOA Certificate of Achievement for
Excellence in Financial Reporting. Additionally, the
City's Budget, Pension Fund Financial Report,
Investment Policy, and Purchasing Practices were
similarly recognized.

NEW BEGINNINGS FOR PUBLIC SAFETY

Protecting the “raw enforcement cannot succeed
lives and property without the sustained — and
of the citizens of informed — interest of all citizens.”
Wichita is a core
and fundamental
service provided by the municipality through the
outstanding service of the Wichita Police Department
and the Wichita Fire Department. For many years the
City of Wichita has followed a public safety initiative for
service creation and delivery that put citizens first.
Community Policing, a program that has established
positive relationships between law enforcement and
neighborhoods, is just one of the notable programs that
are a part of the public safety initiative.

- Lyndon B. Johnson

Homeland Security is also an
important aspect of the public
safety initiative. The City of
Wichita continues to balance the
issues of security and public
access to our faciliies.
Providing secure facilities to the
public will continue to be at the
forefront of the City’s priorities.
The 2005-2006 Adopted Budget
addresses this priority with the
addition of a Lieutenant in charge of Emergency Planning
who will assume all the homeland security planning
functions for the City.

Through a partnership with Wichita Public Schools, ten
School Resource Officers (SROs) were reinstated in the
2004 Revised Budget (for a total of 22 SROs). The 2005-
2006 Budget includes the continuance of that program
contingent upon a cost sharing arrangement with Wichita
Public Schools.

CIty MANAGER’S POLICY MESSAGE
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The budget also includes the reinstatement of a Captain
in the Professional Standards division. This position is an
integral part of the Department's efforts to increase
responsiveness to citizens in evaluating and monitoring
the quality of law enforcement services provided to
citizens.

“‘Of all the tasks of government, In addition, due to

the most basic is to protect its changing technology

citizens from violence.” and the need to

- John Foster Dulles ~ provide updated

equipment to officers

in the field, handheld radios, car radios and mobile data

terminals will be replaced for field service personnel.

This will supply officers with the necessary equipment to
assist in carrying out their duties.

New beginnings for the Wichita Fire
Department were evident with the
opening of five new fire stations in
2003, part of the 1999 Fire Station
Relocation plan. The plan was
designed to sustain the City's
excellent city-wide 4:20 average
response time at the most efficient
cost.

To address fire service needs in east Wichita the Fire
Department will begin a one-year pilot program to co-
locate with Sedgwick County fire fighters at County
Station #38. The co-location allows emergency services
to be available as soon as possible, in September 2004,
utilizing existing facilities. During

department has accrued just under 9,000 hours - a
tremendous savings to taxpayers.

The Adopted Budget includes resources to modify the
Fire Department’s organizational structure to allow data-
driven deployment decisions and provide even more
efficient fire service. Included are resources (i.e., a
position) to assist with effective development of
emergency services.

Public safety also extends to the Municipal Court,
providing service to thousands of citizens each year. The
Adopted Budget includes $180,000 to fund four Service
Officer positions. Service Officers transport prisoners
from the Sedgwick County Jail to the courtroom and
facilitate the video court docket. The funding of these
positions is necessary due to expiring grant funding. To
offset a portion of the cost, several vacant positions have
been eliminated.

For the past year, Municipal Court has operated a pilot
program to assist willing defendants in complying with
court-ordered fines. The pilot project has proven to be
successful and the Adopted Budget includes two
additional clerical positions to fully staff the Court
Compliance Unit. The cost of this addition will be offset
by an increase in collection revenues and a decreased
dependence on contracting with the collection agency.

Municipal Court has established several services that
have increased customers’ access to information. Fine
schedules are now printed on the back of moving

this pilot program staff will be WFD Overtime Hours 2002-03 Compared with Overtime YTD 2004

able to better  evaluate 3000

emergency service requirements
and determine  the  best
permanent location for the
efficient and effective deployment

2500 +
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of emergency services on the far
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citations and the citations are issued with a return
envelope. Drop boxes have been added to provide an
additional payment option for uncontested fines. Drop
boxes are located on the second floor lobby of City Hall
as well as at all four Neighborhood City Halls, reducing
the time citizens have to wait in line to pay their fines.

For defendants who do not fuffill their obligations to
Municipal Court in a timely manner, the Court utilizes the
assistance of a collection contractor. The City pays
19.5% of the collected amounts as a collections fee. A
surge in amounts to be sent to collections is expected in
2004 and 2005. Additional collection fees of $125,000
are included in the 2005 Adopted Budget and are offset
by projected higher collection revenues.

The City continues to be an advocate for victims of
domestic violence. An expenditure is included that will
increase the domestic violence advocacy contract, which
will include resources to assist the Advocate in better
communications with the Municipal Court, Police and Law
departments. In addition, the victim rights contract will be
increased in order to retain the services of the current
contract vendor.

NEW BEGINNINGS FOR THE
DELIVERY OF INFORMATION

Information Technology has changed greatly over the
years and the need to provide information faster and
easier has increased. Due to the ever-growing
importance of technology, the Division of Information
Technology/Information Systems became a separate
department as a demonstration of the City’s commitment
to providing citizens with the most information possible in

“You on the cutting edge of the fastest,
technology — have already made most reliable
yesterdays — impossibilities  the and  secure
commonplace realities of today.” manner.
- Ronald Reagan
ITNIS  made

tremendous strides in infrastructure and applications for
business processes. Wireless Internet access and
business centers were established at Mid-Continent
Airport; E-golf was implemented at all municipal golf
courses; and the “My
Wichita”  subscription
service was launched.
“My Wichita” is an opt-
in service instead of a
text ~message e-
newsletter where the

2005 - 2006 ADOPTED BUDGET
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subscriber receives an email notification when the
information they requested is updated.

Another popular application that was launched this year
was the accident reports online service. Since its rollout
in March, this service has been very beneficial to citizens,
reducing the amount of time it takes for the receipt of
accident reports.

The meetings of the Wichita City Council are currently
broadcast on the City's government access channel,
Cable Channel 7. To provide more citizens access to
view the meetings and stay abreast of the issues before
the City Council, the 2005-2006 Budget includes
development of streaming video. Streaming video will
give those individuals outside the broadcast area, or
those who do not have cable access, the ability to view
the City Council meetings via the Internet.

Additional applications will be launched in upcoming
months. The applications that have been requested most
by citizens include programs that will allow for payment of
water bills, traffic and parking fines online by credit card.
These programs will be active by the end of this year. In
addition, citizens will be able to conduct record checks
online. The “My Wichita” service will also be expanded to
include crime information and floodplain information, as
well as other services.

The 2005-2006 Budget
includes funding for a
wireless network feasibility
study that would study ways
employees could access
the information needed in
the field, reducing time lost
from travel to and from City Hall. The use of information
kiosks is also introduced in the budget, giving employees
who are not on the City's computer system a way to stay
abreast of information through the City’s Intranet and
Internet.

Several departments  “7ie  new  electronic
propose the use of wireless independence recreates the
technology to assist in their world in the image of a
operations. The Office of global village.”

Central Inspection projects - Marshall McLuhan
that 22% of inspectors’ time

is collectively spent transferring inspection data to
computer applications. With the resources of mobile
wireless technology, that time would be decreased as
proven through last year's pilot program purchase of 16
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remote inspection units. Due to the success of those
units, OCl will purchase additional units for field
personnel.

For years, Police and Fire personnel have utilized Mobile
Computer Terminals (MCTs) in emergency vehicles.
New MCTs are needed due to the age of the existing
units.  Funding for maintenance on new MCTs is
budgeted in 2005. Later this year, in coordination with
Sedgwick County, both departments are scheduled to
replace 278 in-vehicle laptop computers.

Another aspect of wireless technology is the Wireless
Mobile Data Service Air Card proposed for use by the
Water and Sewer Department. An air card is a plug-in
wireless data transmission device that allows the use of
laptops for data entry and retrieval in the field. The use
of air card technology for system planning, water
distribution and sewer maintenance staff will greatly
enhance productivity and provide support for the core
mission of the Department. The air card technology will
also create better customer service response, reduce
overtime and allow the City to avoid contracting with a
private firm to input water infrastructure information.

The City is proposing several initiatives that will reduce
the length of time citizens wait for information or service.
The Municipal Court will establish an Interactive Voice
Response (IVR) system to make it easier for customers
to take care of court obligations. Currently, Municipal
Court receives an average of 1,300 calls each day. The
new system will reduce the call abandonment rate and
provide callers with easily accessed, detailed information
about their case, including the ability to pay their fines.
The Department of Environmental Health handles
between 300 and 400 telephone calls each day, with a
majority of the calls received during the early morning or
late afternoon hours. The Department has recommended
conversion to an Automatic Call Distribution (ACD)
system that will allow for additional proficiency in routing
citizen requests for information and service and allow for
future implementation of an IVR system.

NEW BEGINNINGS IN SERVICE DELIVERY

Providing service to the
community is the primary goal
of the City of Wichita.
However, the definition of
service varies from citizen to citizen. For some, service is
providing safe roads to travel on. For others, service is
providing affordable public transportation or housing.

“Well done 1is better
than well said.”

- Benjamin Franklin
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The City of Wichita strives daily to meet the service
needs of all of the citizens of the community.

The Housing Services Department works to meet the
needs of low-income citizens seeking the goal of
homeownership or rental assistance. The Department
offices will soon undergo renovations to centralize the
Section 8 offices into the Housing Services offices along
with creating a more efficient administrative function,
increased parking for the disabled, and the creation of
more resources for the department as well as tenants. In
addition, the Department will develop a strategic plan, in
partnership with the Housing Advisory Board, to address
the need for affordable housing in the community. The
plan will include strategies to increase public-private
financing partnerships and increase mixed-income
residency projects.

The Wichita Public Library continues to be one of the
City’'s most well attended venues. Each year thousands
of citizens patronize one of the City’s 11 library branches.
In order to continue to provide an exemplary level of
service to citizens, the Adopted Budget includes
moderate increases in various library fines and fees,
many of which have not been adjusted for decades.
Additional fees are included for lost cards, processing
and late charges. Non-paid fines in the amount of $25 or
greater will be sent to a contracted vendor for collections.

Providing service through the protection of the City's
natural resources is the charge of the Department of
Environmental Health. The Department is increasing
emphasis on food safety enhancements, adding a Food
Protection Inspector. With the additional inspector, the
number of inspections of restaurants and other food
service establishments will increase, thereby increasing
compliance  levels.
The position is funded
from the State’s food
program revenue :
which requires the |-

resources to be
directed to  food
protection activities.

Due to a limitation on funding provided by the Kansas
Department of Health and Environment (KDHE), field
positions that were currently funded by the Local
Environmental Protection Program (LEPP) grant are
included for funding through the General Fund. The
grant is awarded to Sedgwick County who subcontracts
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with the City to provide water quality activities. It is
anticipated that these funds will not be available in 2005,
but due to the importance of the programs and the
revenue that could potentially be lost, the Adopted
Budget includes funding for three public health sanitation
positions and the associated costs.

One of the City's newest facilities, the Wichita Area
Treatment Education and Remediation (WATER) Center
is educating citizens on the effects of groundwater
contamination. The facility houses a hydraulic-venturi air
stripper treatment system for cleaning contaminated
ground water, and is designed to encourage public
interest in how ground water is remediated. School
groups and civic organizations are just some of the
groups who have been visitors to the WATER Center.

The Adopted Budget consolidates water quality and
environmental  resources  education under the
Department of Environmental Health. One Resource
Analyst position from the Department of Public Works is
dedicated to water conservation education programs.
This position is funded by the Water Utility and will be
housed at the WATER Center.

Public transportation is
one of the most visible
services provided by the
City and  Wichita
Transit is currently
experiencing an 11.9%
increase in ridership.
Manual fare boxes have
been replaced with electronic validating fare boxes
increasing revenue, reporting accuracy, tracking
capabilities and security. Wichita Transit provides para-
transit service to hundreds of citizens in the community.
The Americans with Disability Act (ADA) has loosely
defined the parameters for inclusion in the program.
Transit organizations across the nation are now
establishing re-certification programs that ensure that
individuals who are utilizing the para-transit services are
those who truly need it. A request for proposal has been
issued for a third-party vendor to conduct the re-
certification exams and Wichita Transit will work in
conjunction with the vendor and the Mobility Advisory
Board to ensure success.

The Water and Sewer Department continues its efforts
to improve service delivery. Revenues for the Water and
Sewer Utility are expected to increase to nearly $69
million in 2004 from $63 million in 2003. The increase is
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due primarily to rate
increases  approved last
year. Water rates increased
by 3%, and an additional 4%
increase was included for
taste and odor control.
Sewer rates were increased
by 3%. In response to
seasons of algae blooms at ‘
the Cheney Reservoir, which caused frequent taste and
odor events, a control plan has been implemented with
much success. Phase one of the control plan utilized
powdered activated carbon to reduce the severity and
frequency of taste and odor events. The Water and
Sewer Department is now preparing for phase two of the
plan, which calls for the design and installation of
ozonation equipment, which will clean the water supply
and further reduce taste and odor events.

While the issue of taste and odor is on the decline, the
concern caused by the potential for zebra mussels at
Cheney Reservoir is increasing.  The Department
requested funds for a zebra mussel evaluation at the
Cheney Pump Station for the development of a strategy
to control this problem that is affecting lakes throughout
the country.

To create a more efficient tracking of hazardous
materials, a clerical position has been included in the
Department of Public Works Building Services
operation to track refrigerants and hazardous materials
for EPA and KDHE compliance and reporting. The
Building Services budget also restores funding for
supplemental building maintenance.

The City’s Fleet inventory is an investment that must be
maintained on an ongoing basis. The Adopted Budget
includes funding for capital equipment replacement
increasing to $2.8 million in 2005 and $2.9 million in
2006.  The budget also includes funds for the
replacement of aging fuel pumps and installation of
equipment to electronically track fuel usage. Fleet rates
for all operations are increased by 1% in both 2005 and
2006 to offset increased expenditures.

Another new initiative for the Department of Public Works
is included in the Engineering Division. The new initiative
calls for the addition of staff for construction inspections
to improve the City’s responsiveness to inspection needs
of developers, builders and homebuyers to eliminate
unnecessary downtime and delays in construction
projects. Costs for the addition of staff are expected to
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be offset through a reduction in the number and amount
of supplemental agreements for construction inspections.

After first satisfying the KDHE post-closure financial
liability requirements for Brooks Landfill, the Adopted
Budget includes an annual transfer of $845,520 to the
General Fund. Funds are anticipated to be available for
transfer due to interest earnings and the continuous
decrease in closure and post-closure liabilities.

More individuals are flying than ever before. Wichita
Mid-Continent Airport numbers have set records
throughout 2003 and 2004. Since the inception of the
Fair Fare$ program in 2001, passenger volume has
jumped nearly 27%. While passenger ftraffic has
continued to rise with Fair Fare$, ticket prices have
steadily fallen.  Conservative estimates state that
passengers have saved $85 million on airfares since low-
cost airlines AirTran Airways, Frontier JetExpress and
Allegiant Air entered the market. With that success,
marketing efforts have now centered on making the
state’s largest airport the first airport citizens think of for
their business and
personal air travel.
Funding is included
in the  Adopted
Budget to implement
advertising and
marketing initiatives
for the Airport as well
as for AirTran.

Due to the increased number of passengers, Airport
revenues are growing. It is expected that rental income
will grow by 4% due to rental growth from the
renegotiations of several contracts in 2003 and 2004.

NEW BEGINNINGS IN HUMAN RESOURCES

A series of new beginnings in 2004 are marked with the

addition of new staff that “The greatest value in the

W(')'Litio;'g va\l’tﬁfﬁ' ‘:ﬁé’ world is the difference
P L between what we are and
organization. | began

. what we could become.”
employment as  City

Manager in July. - Ben Herbster
One of the tasks at hand is the appointment of several
key Department Directors and Division Heads. Key
positions currently filled by interims are Finance Director,
Public Works Director, Personnel Director, City Engineer,
Government Relations Officer, and Risk Manager.
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The Budget includes health insurance rate increases of
20% in 2005 and 15% in 2006; however, based on recent
contracts, actual rates will be considerably lower. The
Adopted Budget retains the current employment
contribution of 80% in both years. Pension Management
is also undergoing new beginnings. The budget includes
$600,000 from Pension funds to fund a new pension
computer system. The current system is proprietary,
obsolete, and maintenance support is no longer
available. Pension funds are actuarially funded in excess
of 100%, providing increased benefits and lower rates.

The City’s Personnel Department will continue to conduct
employee training and customer service development. In
addition, annual training for Municipal Court judges,
reduced in previous budgets, has been reinstated.

The use of seasonal contract labor has reduced the City's
worker compensation costs allowing a decrease in rates
for the Park Department. The savings is approximately
$160,000 and is reprogrammed within the Park budget to
improve maintenance.

A survey developed by the American Federation of State
and Municipal Employees showed that more than two-
thirds of state government HR Directors indicated that
they would like to change their state’s salary and
classification systems. The survey found that:
e HR Directors believe that their states have far
too many job titles;
o There are too few employees per job title; and
o Classification and compensation systems are
antiquated.

Over the years the City of Wichita has seen these same
issues with 455 job titles with an average of 3-6
employees per title, and an exempt compensation system
that is more than 12 years old. In order to address these
concerns, staff has proposed a new system known as
broadbanding. Broadbanding refers to the adoption of a
job classification structure with significantly fewer
classifications than a traditional system. Under a typical
broadbanding plan, jobs are grouped into broad
occupational families, based on similarities in attributes
such as the tasks performed, required skills, career
progression, increased responsibilities, and work
processes. These groups form the basis of new,
"broader" classifications. The combining of job
classifications reduces the number of pay grades and
increases the range between the bottom and top rates of
remaining grades.
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NEW BEGINNINGS IN INFRASTRUCTURE

A strong infrastructure is the
lifeline  for a community’s
development and is strongly
linked to its success in economic
development. An infrastructure
network is needed to support all of the activities that a
community offers its citizenry. The City is charged with
providing, financing and maintaining the infrastructure
necessary to sustain urban life in a modern city.

“The future influences
the present just as
much as the past”

- Friedrich Nietzsche

One of the most important and far-reaching infrastructure
projects currently underway is the Kellogg Expansion
Project. Construction concluded this year on the West
Kellogg Expansion project.  Current East Kellogg
Expansion projects are slated for completion in the fall of
2005. Whether working on the East or West Kellogg
Expansion or removing snow and ice during inclement
weather, the Department of Public Works is dedicated to
ensuring that streets are maintained, potholes are filled
and services are provided to all areas of the City
including newly annexed communities. The result of
these transportation improvement and maintenance
efforts is that Wichitans enjoy the second-shortest
commute time of 68 large cities surveyed by the U.S.
Census Bureau (and the second shortest commute time
in the 2003 survey).

A new initiative in Street
| Maintenance is the
formation of a Crack Seal
1 Crew. This five-person
crew  will increase
preventative maintenance
efforts by sealing more
than one million lineal feet
of cracks each year. Equipment needed for preventative
maintenance operations is included in the 2004 Revised
Budget, which will enable equipment to be in use by early
2005. In addition, $600,000 has been restored to the
Street Maintenance budget that was previously deferred
due to State cuts in funding to local governments. The
funds will be used for road maintenance projects through
the Contract Maintenance Program.

Street maintenance is also charged with the daunting
task of keeping City arterials clean and safe during
inclement winter weather. The Adopted Budget includes
an additional $300,000 for snow and ice removal
materials. The additional resources will more accurately
reflect the City’s average annual expenditures for snow
and ice operations.
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The City is placing more emphasis on the maintenance of
its green space. The City will soon designate a preferred
developer for portions of the South Lakes Sports
Complex. This move will allow the reassignment of Park
maintenance crews from this venue, effectively
enhancing Park maintenance resources in other areas by
$240,000. This amount, along with the reassignment of
$160,000 from workers compensation savings will create
an additional $400,000 for Park maintenance activities.
Park staff is also negotiating with a preferred developer
for the Northeast Sports Complex.

The City of Wichita is working in partnership with the
consulting team of EDAW Inc. (a Denver-based Planning
firm) to create a definitive vision, comprehensive future
land use revitalization concept and strategic action
implementation plans for targeted segments of the 21st
Street North Corridor located between Hillside and
Amidon, including the north central industrial area. The
study area generally encompasses Hillside Street to the
east, Amidon Street to the west, 20th to 22nd Streets and
a larger north-south area that extends between 17th and
33rd Streets from Broadway to I-135. The Metropolitan
Area Planning Department has “Long-range planning
facilitated the planning of the does not deal with
21st Street North Revitalization future decisions, but
Plan and is working in concert with the future of
with the community and affected  present decisions.”

stakeholders in its efforts. - Peter Drucker
Wichita Mid-Continent Airport recently celebrated 50
years of service to the community and the state. Due to
the age of the facility and the increase in passengers
utilizing the Airport, Wichita Mid-Continent is preparing for
future structural changes. A revised Master Plan and a
new Terminal Study are expected to be completed in
2004. Key recommendations of these plans are likely to
include infrastructure [ S
improvements  which  will
require  additional  debt
repayment.  Currently the
Airport is well-positioned to
finance additional capital
projects, as bonds issued in
the early 1990's are retired. |
Additionally, the Airport |
paid cash for 2003 capital
projects, further enhancing A p—
future debt repayment capability. Currently, the Airport
is in excellent financial condition to finance additional
debt service. The Airport has also positioned itself to
take on this debt by paying for projects with cash in 2003.
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NEW BEGINNINGS IN CULTURAL TOURISM

The arts are an
extremely viable aspect
of the quality of life for a
community. From a
variety of museums, to
music theatre, to opera, to the symphony, Wichita is a
cornucopia of outstanding artistic outlets. Recently an

“This is the best day the
world  has  ever  seen.
Tomorrow will be better.”

-R.A. Campbell

Arts Task Force, appointed by the City Council, held
public meetings regarding the structure and funding of art
organizations.

Funding for CityArts, the Boathouse
and the subsidies provided to
various cultural agencies has been
consolidated to a Cultural Arts
Division. These functions will move
from the Park and Recreation
Department budget to the General
Government budget to consolidate
and enhance internal coordination
of cultural efforts.

Tourism is alive and well in Wichita. In 2004 many
conventions were held throughout the City, including the
Women'’s International Bowling Congress. Century Il is a
vital aspect of the City’s tourism initiative.  The
Department of Park and Recreation recognizes the need
for Century Il to purchase a ticketing system that will
facilitate ticket sale operations. With this system, Century
Il will be able to sell tickets, manage facilities and events,
and provide a way for resident companies to do the same
in addition to managing their donor funds and client
information. ~ This ticketing
system will be accessible
online to increase opportunities
for customers to purchase
tickets. The system will also be
an opportunity to promote
tourism and will assist other
organizations and attractions in

e

r‘_"
the management of events held *"75‘
at City-owned facilities. D

NEW BEGINNINGS IN
ECONOMIC DEVELOPMENT

As the largest city in the
state, Wichita is the
business and industry
center of Kansas. There
are encouraging signs on the economic horizon that

“There is nothing like a dream
to create the future.”

- Victor Hugo
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Wichita’s economy is beginning to recover from one of
the worst downturns in recent times. While our economy
is more diversified than many think, the recent downturn
has brought home once again the need to further
diversify through aggressive economic development
efforts. The City of Wichita has strengthened its already
strong commitment in this area by joining with Sedgwick
County, the Wichita Area Chamber of Commerce, the
Regional Area Economic Partnership (REAP) council of
governments and the private sector to create the Greater
Wichita Economic Development Coalition (GWEDC).
The City and County have each pledged $250,000 in
annual funding for GWEDC's efforts for a five-year
period. The private

sector has more
than matched this RSN
commitment by
raising more than
$3.7 million over the
same period.

As part of working with GWEDC to expand and retain
existing businesses and recruit new businesses to the
Wichita area, the City will continue to play a lead role in
providing various financial incentives to businesses. The
City will augment traditional incentives like industrial
revenue bonds and tax abatements with newer tools such
as tax increment financing, STAR bonds and forgivable
loans. These efforts will be tied to the creation of quality
jobs.

The City also remains committed to the revitalization of
the City's downtown area and other economically
distressed areas of the City. The City has entered into a
public-private partnership for the redevelopment of the
east bank of the Arkansas River, south of Century Il. The
new $120 million Wichita WaterWalk project will provide a
high-quality destination for downtown shopping, office
space, apartment living and tourism. The City will spend
$28 million on land, site work, infrastructure and
construction of a scenic
waterway. Demolition
work is underway and
substantial construction
work will begin in early
2005. Build-out of the
area is expected to
continue through 2010.

One of City’s newest efforts in economic development is
the establishment of three new small business loan
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programs that are especially marketed to minority and
women-owned businesses.  The Wichita Bizloan
Program is a joint effort with several local banks in which
the City’s participation is in the form of a HUD Section
108 loan. The City has also teamed with the South
Central Kansas Economic Development District to
backstop its microloan program. The newest program is
being developed jointly with the Wichita Technology
Corporation, a local business incubator, to make royalty-
based loans to start-ups and higher-risk businesses that
cannot qualify for other programs.

The Adopted Budget increases the transfer of funds from
the General Fund to support various economic
development incentives. This transfer supports such
economic development programs as the Cessna Citation
Center and a one-time low airfare support amount of $2.5
million for AirTran approved by the City Council in 2004.

NEW BEGINNINGS IN PARTNERSHIPS

It is difficult for one government ;.. o safery
agency to meet the needs of its ;s 4+ srake when
community through the sole use of your  neighbor’s
its  resources. Many times, allis ablaze.”
partnerships are entered into to - Horace
enhance service delivery and

facilitate new initiatives and programs. The City of
Wichita has many community partners and appreciates
the efforts of each one to make Wichita a great city.

Efforts are underway to create a co-located facility for the
Department of Environmental Health’s Animal Shelter
and the Kansas Humane Society. Funds have been
dedicated in the Capital Improvement Program for the
City's share of the facility and the Kansas Humane
Society has raised private donations for its share. The
co-location of these facilities on the same site will
increase efficiencies in both organizations while
increasing resources available for pet health and safety
and animal control.

The City is currently collaborating with Sedgwick County
on two efforts involving McConnell Air Force Base. The

B first is an effort to keep
McConnell off the list of
pending base closures.
This effort is facilitated
through contract lobbying
efforts also funded by the
State and other affected
For south-central Kansas, this effort is

communities.
supported by the State of Kansas, the City of Wichita,
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Sedgwick County, and the City of Derby. The elected
officials representing City and County governments
recognize that the continued operation of McConnell Air
Force Base is important to the local and regional
economy, and its future operational and mission capacity
should be protected.

In late 2003, the City Council along with the Sedgwick
County Board of Commissioners and the Derby City
Council passed resolutions supporting joint participation
with McConnell Air Force Base in the development of a
Joint Land Use Study (JLUS). The purpose of the JLUS
is to coordinate future planning efforts of base operations
and those of the surrounding local governments. Based
upon a joint, cooperative military and community planning
initiative, recommendations will be developed to prevent
urban encroachment, safeguard the future mission
opportunities for the Base and protect public health,
safety and welfare. The need for this study was initiated
in response to the change in the Base’s mission from
B1’s to KC-135's and the corresponding revisions to the
AICUZ (Air Installation Compatible Use Zone) noise
contours that will soon be released by the Department of
Defense.

REVENUES AND EXPENDITURES
The Financial Picture

Budgeted revenues for 2005 of $364,818,870 are derived
from several major sources. Certain major revenue
categories (e.g. special assessments and gas tax) are
legally dedicated resources and can only be used to
offset specific expenses. Total revenues are exclusive of
internal services, fiduciary funds, enterprise construction
and interfund transfers (eliminating double counting and
co-mingling of operating and capital funds).
2005 TOTAL REVENUES
$364,818,870

Local Sales Tax )
12% Enterprise Fees

. 21%

Franchlse Fees

Other ‘
1%
Gas Tax
Assessments

Property Tax
23%

The City's revenue picture reflects years of effort to
diversify its funding sources. While the City's revenue
base remains diverse, the impact of the downturn in the
economy and cutbacks in State aid (especially the

User Fees/Rent
11%

Vehlcle Tax
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elimination of demand transfers) has reversed the trend
somewhat, increasing reliance on the property tax as a
revenue source to fund basic municipal services.

The mill levy required to finance the 2005 Adopted
Budget is 31.905 mills, no change from the levy
requirement for the adopted 2004 Budget. The mill levy
is divided between the General and Debt Service Funds:

FUND LEVY
General Fund 21.905
Debt Service Fund 10.000
Total 31.905

On a comparative basis with the 24 other first class cities
in Kansas, Wichita remains below the 38.7 mill average.
When compared with the 26 other cities within the
Wichita Metropolitan Statistical Area (MSA), Wichita's
levy also compares favorably with the average of 47.25
mills for combined municipal and/or fire district services.

[Note: Averages are based on 2003 tax levy information
and may change as other cities adjust for 2004 tax levies
to fund 2005 budgets.]

Assessed valuation is the measure of property values for
taxation purposes. The County’s preliminary estimate of
assessed valuation is $2,539,713,986, an increase of
3.28% over the previous year. Final assessed values are
set (by the County) after the City’s budget is adopted.

CITY MILL LEVY
1988 to 2004

Mills

mmmmmmmmmmmmmmmmm
mmmmmmmmmmmmmmmmm

The mean value of a home in Wichita is $95,530. City
property taxes annually will amount to $351 per year, or
$29.21 per month. A family of four will likely spend about
as much (or more) per month for cable television,
telephone service, Internet service, or one family trip to
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the movies. These comparisons serve to emphasize the
value represented in municipal services. For their annual
City property taxes, citizens are provided vital police and
fire protection, streets, parks, libraries, and a myriad of
other services.

In lieu of a tax lid, the State Legislature imposed a
stipulation that the City, by ordinance, acknowledge any
growth in General Fund spending based on an increase
in property taxes not derived from new development,
increased personal property valuation, annexation, or
change in use. The estimated amount of increased
property tax revenue is $86,210.

Adopted 2005 expenditures total $409,107,750 for all
funds. Increases are primarily the result of higher
wage/benefit costs (especially health insurance), the
landfill closure remediation contingency, taste and odor
control initiatives in the Water Utility, maintenance
enhancements and increased activity in the tax increment
finance (TIF) operations. Discounting the aberration of
the landfill closure contingency, expenditures increase
less than 2% in 2005. Expenditures by program/service
groups are summarized in the chart.

2005 TOTAL EXPENDITURES
$409,107,750

Other Enterprise Other

Water/Sewer 3% 9%
17%

Culture/Recreation
Airport 8%

4%

GO Debt
17%
Public Works
20%

Public Safety
22%
Total revenues and expenditures are aggregated and
reported to show a combined budget picture. In practice,
each fund is a discrete, separately certified budget.

GENERAL FUND

The General Fund is the largest of the City's operational
funds, accounting for nearly 40% of the total City budget.
Pubic safety, public works, parks and recreation, health,
libraries, local property tax subsidies for transit, and
general government activities are the principal programs
supported by this fund. The General Fund is one of two
major funds that rely upon the ad valorem property tax as
a major revenue source.
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Public Works
Culture/Rec.

Overall, General Fund revenues are projected to be 2.5%
higher in 2005 than 2004, but 2004 Revised Budget
revenues will be 9.5% higher than in 2003. The Adopted
Budget had assumed 7% growth. The remarkable
growth in 2004 is somewhat due to rebounding from the
2004 unusually poor performance in 2003; that is, the
percentage growth may be largely due to how abnormally
low the base was. Still, exceptionally strong growth in
assessed valuation was a major factor. Additionally, the
Fund benefited from significant one-time revenues in the
form of reimbursements or unexpected revenue. The
chart below identifies the primary areas of growth in the
current year.

General Fund Revenues

Property tax (assessed valuation) $4,110,830
Local sales tax 1,562,300
Charges for services and sales 1,384,980
Franchise fees 1,095,260
Prior years’ delinquencies 589,600
License and permits 554,410
Fines and penalties 365,000
Motor fuel taxes 280,090
One-time/windfall 2,296,080

The General Fund is balanced for 2005 at $168,651,870
in revenues and expenditures. The chart provides an
overall picture of the allocation of General Fund
expenditures by general category. It reflects policy
priorities in the General Fund emphasizing public safety,
infrastructure, and cultural/recreation services.

GENERAL FUND EXPENDITURES
2004 - 2005

Adopted 2005-2006 Budget. Much of the added
expenditures were restorations of cuts made in the
previous two years. Highlighted below are some of the
items added in the Adopted Budget.

2005 General Fund Expenditures
Significant Increases

Economic development incentives $1,000,000
Contracted street maintenance 600,000
Park maintenance (reallocated savings) 400,000
Century Il ticketing system 300,000
Building maintenance 238,000
Street maintenance crew 220,000
Mobile computer terminals (P&F) 220,000
Local Environmental Protection Program 150,000
Service Officers (Municipal Court) 150,000
School Resource Officers (net cost) 260,000

Police
Fire
Law/Court

Health

Gen Govt

Transit
Other

0.0 10.0 20.0 30.0 40.0 50.0 60.0

Milions of Dollars

The adopted budget accommodates increasing costs in a
number of operating areas. Salary improvements for
merit increases and 1.5% each year for general pay
adjustments (GPAs) are included. The budget also
includes increases for health insurance and other
benefits, rising fuel costs and inflationary pressures in
several areas. In balancing the General Fund budget,
many options for supplemental requests were filtered out
to allow only the highest priorities to be included in the
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There are three areas of primary concern in the proposed
budget: 1) salary assumptions; 2) the reliance upon one-
time revenue; and 3) the reliance upon planned savings.

Assumptions for General Fund cost of wage increases
are probably too low. The assumption of 2% was
lowered to 1.5% by City Council directive following the
March Financial Plan presentation. The 2004 Adopted
budget had assumed 1.5% GPAs, and that assumption
proved too low. As pf this writing, negotiations with the
Fraternal Order of Police concluded in September,
resulting in an annual GPA of 3% each year in 2004
(retro actively), 2005, and 2006. A similar contract is
anticipated for the International Association of Fire
Fighters (IAFF), and also for other bargaining units in
2005 and 2006.

The current year budget includes more than $2.4 million
of non-renewable revenue in the General Fund. The
Adopted budget incorporates almost $1.6 million.
Revenue items such as proceeds from the sale of land,
repayment of prior years loans from other funds, closing
completed grants, and vehicle insurance holidays are
one-time measures that are not available to sustain on-
going operational costs.

The 2005 Adopted Budget assumes almost 2% in
Planned Savings (underexpenditures), roughly $3.4
million. This is nearly twice the amount assumed in the
2004 Adopted Budget. This will require a heightened
level of management effort to “force” savings by holding
positions vacant, deferring capital equipment of marginal
need, etc. If revenue forecasts turn out to be too
optimistic, the pressure to force savings will be even
greater.

CiTy MANAGER’S POLICY MESSAGE



OTHER FUNDS

The Budget includes revised estimates of current year
revenues and expenditures. The procedure of revising
the budget is an important element of effective financial
management, designed to provide an updated estimate
of trends in the current year and to improve budget
development for the next year.

Generally, revised budgets remain within the previously
adopted budget levels for each fund. Occasionally,
revised estimates resulting from changing needs, or City
Council actions, mean an increased expenditure level
and require a re-certification of the budget.

Enterprise Funds

Water and Sewer operations are projected to require
moderate rate increases necessary to meet capital
investments (4% and 3%, respectively). The taste and
odor initiative approved earlier this year will require the
Water Utility Fund to be re-certified to accommodate a
significantly higher expenditure authority. A previously
scheduled increase of 5¢ in Storm Water ERU rates
continues to be factored into the 2005 Budget, but the
proposal to add an additional 8¢ to offset a public safety
fee is not included. The Golf Fund includes a proposal
to internally refinance existing debt by extending the term
of repayment to the Debt Service Fund, assessing
interest to the Golf enterprise on any unpaid principal.

Special Revenue Funds

A 10% discount on Central Inspection fees was
discontinued late in 2003 in order to maintain a three to
four month operating reserve. Higher than expected
Transient Guest Tax revenues will allow a modest
increase for convention/tourism support, but will also
require that the C&T Fund be recertified in the current
year. The Economic Development Fund is another
special revenue fund that will have to be recertified. The
addition of the AirTran subsidy and an increase in the
General Fund subsidy for additional development
incentive opportunities have created the need for greater
expenditure authority. Revenue into the SSMID Fund is
greater than the amount certified and the Downtown
Development Corporation would like to have the
additional revenue provided to them this year.

Internal Service Funds

A (one-time) vehicle insurance rate holiday is included for
2005 as part of a one-year stopgap expenditure reduction
effort. A revised IT/IS rate structure has lowered
technology costs per user to reduce expenses overall;
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however, new technology initiatives (such as public
safety MCTs and a wireless network) as well as greater
technology penetration into the organization (as
evidenced by more user accounts and applications)
create costs that more than offset the revised rates.

2006 PROJECTED BUDGET

The 2006 Budget projection of $371,892,380 does not
include $27 million for the Landfill Post Closure liability.
That liability is budgeted in 2005 should it be required.
That is not likely, causing it to be re-appropriated in 2006.
Adjusting for this anomaly, the projected budget
represents a 2.5% decrease from 2005. Increases in
wage and benefit costs are offset by lower TIF district
and debt service expenses.

The General Fund is projected to increase in 2006 to
$173,387,910, a 2.8% increase over the 2005 Budget.
The projected increase is due to budgeted increases in
employee wage and benefit costs, and restoration of
some maintenance resources. The 2006 General Fund is
projected to modestly draw down cash reserves.

CAPITAL IMPROVEMENT PROGRAM

The ten-year Capital Improvement Program totals
approximately $1.5 billion. Revenues to finance the
capital program include: Property Taxes (19%), Local
Sales Tax (10%), Special Assessments (8%), Grants
(23%), and Enterprise Fees (36%) from airport, water,
sewer, storm water, and golf, and Other (4%).
2004-2013 Capital Improvement Program
$1,509,434,000

Storm Water
Water/Sewer 4% Roads/Bridges

4% .‘ 31%
Bd%\/l! ‘Parks
’ 4%

Airport Freeways
14% 16%

The City finances capital projects in a variety of ways:
general obligation bonds/notes, revenue bonds, grants,
and cash. The most significant of these are General
Obligation (GO) bonds based on the full faith and credit
of the City. GO bonds provide debt financing not only for
property tax-funded projects but for capital improvement
projects where debt service payments are paid by City
enterprises (e.g., Airport, Golf, Storm Water). Based on
Generally Accepted Accounting Principles (GAAP), the
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The cash reserve position is also a significant factor
evaluated by bond rating agencies assessing the
financial strength of a community. Cash reserves, both
as to level (dollar and percentage) and trend (whether
reserves are increasing, decreasing or stable), mirror the
continued ability of a city to meet its obligations and the
willingness of local elected officials to set tax rates
commensurate with requirements for a balanced budget.

The classic definition of a balanced budget is when
annually recurring revenues offset annually recurring
expenditures. In some funds, expenditures are occurring
at a higher rate than revenues, creating a budget
imbalance and net reduction in cash reserves. This
funding strategy is possible only for a limited period of
time if reserves are above target limits. As reserves
decline, it will be necessary to restore a balance through
expenditure reductions, increases in revenues, or both.
Precipitous declines in reserves would not be prudent
management, nor would such action be recommended.
Utilizing the City reserves to balance the operating
budget without reducing expenditures, would be short-
sighted and not be in keeping with past management
practices. The State of Kansas has struggled mightily in
recent years because State decision-makers were not
realistic in assessing their financial circumstances and
then late in responding, magnifying their problems. The
City has a small window of time to make budget
adjustments, but realistic actions must commence sooner
rather than later.

IMPROVING OPERATIONS

The City’s efforts do not start and do not end with
approval of an annual budget. It is necessary to put into
place the means to ensure that taxpayers receive the
maximum value in programs and services for each tax
dollar spent. During the course of each year, City staff
continues to focus on ways to reduce costs and improve
services. Continuing improvement efforts have led to
restructuring of fleet operations, field maintenance,
technology support, and services to the public through
Neighborhood City Halls. In light of the economic
downturn, transformation efforts have intensified to
restructure City operations for lower costs, releasing
monies for new priorities, while maintaining high service
levels. Significant transformation efforts are continually
under consideration:

» Operational Re-engineering — Efforts to produce cost-

saving organizational changes while maintaining or
enhancing efficiency and effectiveness.
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» Consolidation — Review of City programs and services
to determine if redundancies exist, and where
consolidation can produce cost-savings.

» Privatization/Outsourcing — Competitive pricing of
government services, to ascertain those services best
and most economically provided by City departments
and where private companies are better able to
provide a lower cost service.

» Application of Technology — A continuing effort to use
new technologies to lower costs and enhance public
programs and services.

BUDGET PROCESS
Fund Structure

The City does not have one budget but many funds, each
of which is a discrete, legally separate budget. Only two
funds, the General Fund and Debt Service Fund, include
the property tax as a direct revenue source supporting
fund expenditures.

| CITY BUDGET |

|
GOVERNMENTAL
Funds
General Fund
Debt Service Fund

INTERNAL SERVICE
Funds

Info Technology
Fleet Maintenance
Insurance

| SPECTAL REVENUE | |

ENTERPRISE
Funds

Funds

Tourism/Convention Water/Sewer
Central Inspection Airport

Economic Development Storm Water
Prolferfy Management Transit
TIF Districts Golf

Financial projections are tailored to each fund. Estimates
and patterns of revenues and expenditures will vary by
fund based on each fund’s circumstance.

Citizen Input on Budget Priorities

The 2005-2006 Adopted Budget addresses issues raised
by the citizens of Wichita. As a part of the ongoing
budget development process, Budget staff conducts
multiple education sessions on the City's annual
operating budget throughout the year. Sessions are
provided to various citizen groups, including the Citizen’s
Academy, neighborhood associations, leadership
councils, select citizen task forces, schools, and
especially District Advisory Boards (DABs). The sessions
provide an overview of the City's budget development
process, a review of historical information and current
trends, and a preview of upcoming budget issues.
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A citizen survey is often distributed at these budget
presentations to formally collect and organize citizen
input. The City also relies upon feedback from regular
DAB meetings, from the Internet, and follow-up sessions
with neighborhood association leaders to identify citizen
priorities considered most relevant for review and
inclusion in the budget development process.

Community priorities identified by the citizen participants
include: infrastructure maintenance (especially storm
water drainage and street maintenance projects); at-risk
youth programming (especially in the evening hours);
economic  development efforts; municipal  court
improvements; and neighborhood issues (i.e., code
enforcement). There continues to be support for public
safety issues, though this issue has abated significantly
since Wichita implemented the Public Safety Initiative
(PSI) and the Community Policing model in 1995. The
PSI was the result of feedback received from citizen input
during the early 90’s. In spite of recent modest increases,
Wichita continues to experience very low crime rates.

Information from surveys and citizen sessions is collected
and organized by Budget staff. Priorities are
communicated to decision makers throughout the budget
development process. As indicated throughout the
budget, limited discretionary resources are targeted to
address those community needs identified as highest
priorities by citizen participants. More extensive citizen
input opportunities are being considered for the Fall 2005
to stimulate dialogue between elected officials, staff and
citizens for future budgets.

Financial Planning

Sound financial planning is vital in any corporation,
including a municipality. The City’s primary goal in
financial planning is to maintain the public’s trust and
confidence in its ongoing financial stewardship of the
public purse through long-term financial forecasting, a
balanced budget, cash reserves to absorb cyclical
variations in revenues without reductions in services,
investor confidence in the City's bond value, and stable
tax levies.

The City has established a practice of multi-year budget
forecasting. Long-term analysis of revenues and
expenditures into the future helps to avoid recurrence of
budget shortfalls leading to service reductions and
employee layoffs. A formal five-year Financial Plan
document is produced each spring and presented to the
City Council in advance of the annual budget
development process. The plan is designed to ascertain
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the long-term impacts of current operating budget policies
and conditions. The Budget itself provides a detailed
two-year expenditure plan (2005 and 2006) that is
financed from available revenues, but only the first of the
two years is officially adopted.

Another important element in the City’s financial plan is a
balanced budget, in both the legal and fiscal definitions.
This means that annually recurring expenditures (other
than one-time costs) are paid from annually recurring
revenues. The effort to match annual revenues with
annual operating expenditures has also aided the City in
another important financial goal — to maintain a stable
property tax rate. The City has sustained essentially the
same mill levy for twelve consecutive years.

Revenue/Expenditure Forecasting

The City’s Budget has a multi-year focus: retrospective in
reviewing the prior year (2003) actual revenues and
expenditures; current in revising 2004 requirements;
prospective in budgeting for the next two vyears
(2005/2006); and forecasting an additional three years
(2007-2009). Forecasting the financial future of the City
is not a precise science. It requires making assumptions
about the future.

To the greatest extent possible, staff has sought to
provide a neutral forecast that is neither too optimistic nor
too pessimistic. The forecasting effort in the budget
process is the product of assembling information from
multiple sources, including:

» Econometric modeling of revenues based on research
by Finance staff and WSU faculty,

» Input from state agencies which forecast various
governmental revenues (e.g., Gas Tax),

» Local economic trends prepared by the WSU Center
for Economic Development and Business Research

» Private sector expertise on select revenue sources
(e.g., franchise fees), and

» Finance and other City department staff who monitor
revenue and expenditure trends.

Budget Administration

The budget establishes appropriation and expenditure
levels. It is normal with prudent management for “actual”
expenditures to be marginally below “budgeted”
expenditures by year-end. Organizations often anticipate
a level of such expenditure savings in the budget
development. The existence of a particular appropriation
in the budget also does not automatically mean funds are
expended. Because of the time span between preparing
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the budget, subsequent adoption by the governing body
and the end of the budget year, as well as rapidly
changing economic factors, all expenditures are reviewed
prior to any disbursement. These expenditure review
procedures assure compliance with City requirements
and provide some degree of flexibility for modifying
programs to meet changing needs and priorities.

CONCLUSION

There is an old English Proverb that states, “A good
beginning makes a good ending.” The City of Wichita is
setting its course on a path of new beginnings — an
exciting journey that is paved with challenges and
opportunities. As the City travels the course, it is always
cognizant of the aspired destination... providing
outstanding service to the citizens of this community.

The road map was outlined several months before this
journey began. The City Council set the guideline of the
excursion after months of presentations from each of the
City's departments. The Council's extensive input,
guidance and policy direction was crucial to the
development of a plan that would take the City to new
heights in public service.

The 2005-2006 Adopted Budget represents the best
efforts of staff to achieve a balanced budget while
recognizing the many competing demands for City
resources.  The creation of this budget required
innovative thinking, which each Department provided. To
balance the budget required that difficult choices be
made and those choices were not made without
reviewing all possible options and scenarios available.
Each individual who had a role, no matter how great or
small, in the creation of this budget should be
commended for their diligent efforts.

As City Manager, it is my task to submit an annual budget
that advises the City Council on the financial conditions
and requirements of the City. It is my pleasure to present
the 2005-2006 Adopted Budget, the road map that will
guide us in our journey and the foundation from which our
new beginnings will take shape.

Respectively submitted,

oy L

George R. Kolb
City Manager
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The City is proud to be a recipient of the Government
Finance Officers Association (GFOA) Distinguished
Budget Presentation Award. The City has been honored
to receive this award each year since 1989. It is our
belief that this budget will continue the City’s record in
meeting those standards. The City also holds the GFOA
Certificate of Achievement for Excellence in Financial
Reporting, receiving the award more years than any other
government agency in the state. Finally, the City has
received the Certificate of Excellence Award from the
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“There must be a beginning of any
great matter, but the continuing
unto the end until it be thoroughly
finished yields the true glory.”

- Sir Francis Drake
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Location

Wichita, the largest city in Kansas, population 346,505 is the
county seat of Sedgwick County. Major highways, including
the Kansas Tumnpike and Interstate 35, link the city with a
large trade area that encompasses a population of nearly 1.2
million2 people within a 100-mile radius. The nearest large
cities are Denver to the west, Kansas City to the northeast and
Oklahoma City and Tulsa to the south and southeast.

Historical Background

Wichita became a town in 1868, was incorporated in 1870 and
has been a city of the first class since 1886. The original
stimulus to the City’s economic development was the extension
of the Santa Fe Railway into Wichita in 1872. The City’s early
growth paralleled the expanding agricultural productivity of the
Central Plains States and by 1900 the City was an important
regional center for the processing of agricultural products and
the distribution of farm equipment. In 1914, the discovery of oil
broadened the economic base, drawing to the city numerous
services, distributive enterprises and metalworking industries.
From the earliest days of the aircraft industry, Wichita has been
a leading producer of general aviation and commercial aircraft.
McConnell Air Force Base was activated in 1951 and has
remained an important asset in the community.

In 1918, Wichita became one of the first municipalities in the
United States to adopt the Commission-Manager form of
government.  Effective April 14, 1987, the title “City
Commissioner” was changed to “City Council Member” and
instead of being elected at-large, five council members were
nominated by district and elected at-large. In November 1988,
Wichita voters approved a referendum to elect a five-member
City Council by pure district elections and a full-time Mayor by
city-at-large elections.  On February 10, 1989, Charter
Ordinance 115 was adopted and provided for the five council
member seats to be increased to six by subdividing the City
into six districts based on the 1990 census.

"Source: Claritas 2003 population estimate.
Source: Claritas 2003 population estimates and mapping.
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The six Council members and the Mayor serve four-year
terms with the Council members’ terms being overlapping.
The City Council and Mayor conduct all legislative functions
for the City of Wichita and establish general policies, which
are executed by the City Manager.
m Wichita has been the recipient of the All-
America City Award three times - 1962,
‘ l l ’ 1993, and 1999. This award is America’s
oldest and most prestigious civic award.
. This premier award is awarded to the City
that demonstrates the most effective
collaborative interaction of citizens, government, business
and the volunteer sector to address and solve critical local
issues.

POPULATION CHARACTERISTICS

This report was prepared by the Center for Economic
Development and Business Research (CEDBR) at the
request of the Department of Finance specifically for inclusion
and use in the 2005-2009 Financial Plan.

2003 Population

Wichita city (2003)’ 346,505
Wichita MSA (2003) ° 552,597
Within 100-mile radius 3 1,189,082

1 Source: Claritas 2003 population estimate.
2Source: Claritas 2003 population estimate.

3Source: Estimated by the CEDBR, Wichita State University using Claritas
2003 population estimates and mapping.
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Growth

Wichita's population growth has been steady for the past two
decades. The majority of recent growth has occurred along the
far west/northwest and east/northeast peripheries of the city,
and into the unincorporated portions of the county.

As of February 2004, the city's total land area was
approximately 154.12 square miles.  The majority of
annexation over the past couple of years has been in response
to a need for improved utility service in the annexed areas,
especially water service.

Geographic Distribution

The metropolitan statistical area (MSA) includes Butler, Harvey
and Sedgwick counties.3 Sedgwick County represents the
largest portion of the area's population with an estimated
458,810 residents in 2003.

The city's population density has decreased by 51 percent in
the past few decades. Today there are approximately 2,248
persons per square mile in Wichita compared to 4,625 per
square mile in 1960 when growth within the city limits peaked.
The trend of perimeter growth and the associated increase in
demand for local government services is expected to continue
for Wichita.

Public Safety

National FBI statistics for 2002 show Wichita's violent crime
rate to be lower than many midwestern cities of comparable
size, including Oklahoma City and Tulsa. The Wichita
metropolitan area’s violent crime rate in 2002 was 523 offenses
per 100,000 population.

During 2002, the clearance rates for almost all categories of
crimes were up compared with 2001. In 2003, the Wichita
Police Department won the Webber Seavey Award for its work
in the Planeview area. This award is sponsored by Motorola
and the International Association of Chiefs of Police, and is
regarded as the top international law enforcement award.

The Wichita Police Department continues to be active in
community affairs by offering information on its Web site
regarding issues such as homeland security and identity theft;
through seminars regarding safety for seniors, children and the
workplace; and through programs such as Neighborhood
Watch and Operation Identification.

% The Wichita MSA was redefined after the 2000 Census. The
metropolitan area is now comprised of four counties including
Butler, Harvey, Sedgwick and Sumner. However, most cases,
data are not yet available for the new MSA designation.
Therefore, throughout this report, the data presented are for the
old three-county MSA definition.
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Population Trends

Wichita  percent Sedg.Co  percent
Year (000's)*  Change (000's) Change
1950 168.3 222.3
1960 254.7 51.3% 343.2 54.4%
1970 276.6 8.6% 350.7 2.2%
1980 279.3 1.0% 367.1 4.7%
1990 304.0 8.8% 403.7 10.0%
2000 344.3 13.3% 452.9 12.2%
*Source: U.S. Bureau of the Census, Population of the 100 Largest Cities
land Other Urban Places in the United States: 1790 to 1990, Working
Population Paper No. 27. Census 2000

Population Distribution,

2003 Wichita MSA .

11.0%

Sedgwick
83.0%

Source: Claritas 2003 Population Estimates

2002 Violent Crimes
Per 100,000 Population

O Baton Rouge

Harvey
6.0%

O Dallas

0O San Antonio

O Tulsa

B Wichita

O Omaha T

O Denver 0 200 400

*Includes murders, rape, robbery and aggravated assault.

600

80(

Source: FBI Crime in the United States.” Compiled by the Center for
Economic Development and Business Research, W. Frank Barton

School of Business. Wichita State University.
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Composition

The racial and ethnic composition of Wichita's population is
comparable to that of the nation. Current trends indicate the
fastest growth rate to be among Asian/Pacific Islanders and
persons of Hispanic origin.

Education

Wichitans place great importance on education. In 2000, 84
percent of Wichita’s citizens aged 25 years and older had at
least a high school diploma, compared to 80 percent in the
nation overall.

The city of Wichita is served by eight unified school districts.
The Wichita Public Schools (USD 259) is the largest in the city.
Slightly more than 49,000 students were enrolled in fall 2003.

In addition to the public school districts, there are dozens of
private and parochial schools serving preschool through high
school students, as well as those needing special education.
Fourteen colleges and universities in the local area serve
Wichita, including Wichita State University, University of
Kansas-School of Medicine, Friends University, Newman
University, and the Wichita Area Technical College.

Health Care

Wichita is a first-class regional medical center with 15 acute
care and freestanding specialty hospitals providing the
community with approximately 3,000 licensed beds. In addition
to these major treatment facilities, there are approximately 50
nursing homes and assisted living facilities. Wichita is also
home to the Center for Improvement of Human Functioning, an
international bio-medical research and educational organization
specializing in nutritional medicine and preventive care.

Transportation

Wichita Mid-Continent Airport, the largest airport in Kansas, is
a combination commercial air carrier and general aviation
complex, providing accommodations for all aircraft. Passenger
service is offered through the following airlines: AirTran,
JetConnect (operated by Air Wisconsin), Allegiant Air, America
West Express (operated by Mesa), American (operated by
American, American Eagle, Chautauqua, and Trans States),
Delta (operated by Atlantic Southeast, Chautauqua, and
Comair), ExpressJet (operated by Continental Express), Great
Lakes, Pinnacle (operated by Northwest Airlink), and United
(operated by Atlantic Coast, Air Wisconsin d/b/a United
Express, Sky West, United, and United Express). Cargo
service is provided by five major carriers, including Airborne
Freight, DHL, Emery, Federal Express, and UPS.

Air passengers at Mid-Continent numbered 1.4 million in 2003

(inbound and outbound). Airfreight shipments totaled 67.3
million pounds in 2003 (inbound and outbound).
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Population by Race/Ethnic Origin, 2003
ercent of total

us. Wichita
Total 100.0% 100.0%
Hispanic Origin* 13.2% 10.4%
Not Hispanic
White 74.5% 74.2%
Black/African Am. 12.4% 11.6%
American Indian 0.9% 1.2%
Asian 3.8% 4.3%
Other** 8.4% 8.7%
*May be of any race, consequently percentages will add to more
than 100 percent.
**Includes other races and persons identifying themselves as multi-
racial.

Source: Claritas 2002 population estimates.

Wichita Mid-Continent Airport Activity

Air Freight Shipments (pounds)

Year Inbound Outbound
1996 42,662,000 37,240,000
1997 39,148,000 38,324,000
1998 37,040,000 36,252,000
1999 27,874,000 26,110,000
2000 28,884,000 22,032,000
2001 26,368,000 23,468,000
2002 35,804,000 33,684,000
2003 34,784,000 32,540,000
Source: Wichita Airport Authority. Compiled by Center for Economic
Development and Business Research, W. Frank Barton School of
Business, Wichita State University.

Wichita Mid-Continent Airport Activity

Air Passengers

Year Inbound Outbound
1996 712,641 714,591
1997 710,017 704,317
1998 666,442 666,506
1999 626,951 621,378
2000 617,634 609,449
2001 565,498 563,883
2002 666,437 670,833
2003 712,020 717,741
Source: Wichita Airport Authority. Compiled by CEDBR, W. Frank
Barton School of Business, Wichita State University.
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Culture & Leisure

Recreational opportunities abound in Wichita. The city's
compact size allows minimal travel time (average 30 minutes)
to outlying areas with open prairie and lakes. Inside the city
there are 107 municipal parks, covering 4,200 acres.* At least
160,000 trees are planted in Wichita's public grounds. Cultural
activities include art, natural and historical museums, theater,
the Mid-America All-Indian Center, the Wichita Symphony, the
Metropolitan Ballet, an observatory, a botanical garden, and a
natural setting zoo. Demonstrating potential strength for
tourism in Wichita, Exploration Place, the $62 million science
center and museum, opened in 2000. The Wichita Art Museum
reopened in June 2003, after a two-year, $10.5 million
expansion and renovation. During the first six months after
reopening, the museum had 40,000 visitors and increased its
membership by 300.

Special ethnic, sports, and holiday events take place year-
round, culminating in the area-wide nine-day River Festival in
May. Beginning as a city-financed centennial celebration in
1970, the River Festival has grown steadily. In 1996, it was
named one of the top 100 tourist attractions in North America.
The total economic impact of the River Festival in 2001 was an
estimated $22.6 million.?

Minor league baseball, arena football, and professional hockey
are examples of other major attractions in the Wichita area, as
well as Joyland Amusement Park. The twin-sheet ice skating
arena, lce Sports Wichita, is available for additional sporting
events. Wichita has five City-owned golf courses, five other golf
courses for public play and five membership-only private
courses.

Century Il is the convention headquarters downtown. The
Kansas Coliseum, just north of the city, is a multi-purpose
facility that hosts a variety of events from concerts to livestock
shows. In July the Sedgwick County Commission voted to
move forward on a $56 million renovation of the facility. The
$30 million Hyatt Regency hotel in downtown Wichita has
added to the large selection of hotels in the city. Wichita is the
leading convention and tourism center in Kansas.

Economic Development

Wichita offers an excellent business environment, with
incentives that include property tax abatements (up to 10
years-100%), industrial revenue bonds (IRBs), Enterprise
Zones, job training funds and venture capital.

* Source: City of Wichita Park and Recreation Administration.
® Source: Wichita Festival Inc.
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Under the state constitution, Kansas is a right-to-work state.
No labor unions may attempt to collect “service fees" from
workers who choose not to join the union. Only 8.4 percent of
the Wichita MSA's private work force is unionized compared to
11.2 percent of the national private sector. Outside the aircraft
plants only 4 percent of the Wichita MSA's private workforce is
unionized.®

Downtown Wichita serves as the region's entertainment,
artistic, cultural and government center. It has 3.9 million
square feet of office space, nearly 50 percent of all office space
in Sedgwick County.

Downtown revitalization is gaining importance and momentum
in Wichita. The vitality of the city's core is essential, not only to
economic and tax base stability, but to quality of life for its
residents. On January 27, the City of Wichita approved the
financing plan for the $138 million economic development
project, the Wichita WaterWalk, which will redevelop a 25- to
30-acre site in the downtown area. Among the riverfront and
core-area public and private development projects under
construction or completed since 1994 are:

Hotel at Old Town

Wichita Boat House

Old Town Redevelopment

Renovation of the historic Eaton Hotel
State Office Building

Wichita Ice Sports Center

Exploration Place, a Science Center/Children's Museum
Complex

Hyatt Convention Center Hotel

East Bank River Walk

Maple/Lewis Street Bridge Replacement
McLean Boulevard Realignment
Douglas Avenue Upgrading
Development of pocket parks

Old Town Square/Movie Theater
Two-way Main Street

Public Art Program

Innes Station (apartments)

Lawrence Dumont Stadium renovation
Douglas Street Fagade Renovation Program
Garvey Center Apartments

The Harvester Apartments

Renovation of the Orpheum Theatre

® Source: Wichita Area Chamber of Commerce. Estimates are
for year-end 1994.
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Cost of Living

Even with all of these amenities, Wichita still maintains a
moderate cost-of-living rate of 94.6, a little below average
among 295 urban areas in the United States.” As of fourth
quarter 2003, the median sales price of existing single-family
homes in the Wichita MSA was $99,500 compared to the
national median price of $171,600, according to the National
Association of Realtors. As of second quarter 2003, the
average sale price of a newly built single-family home in the
Wichita metro area was $202,080, substantially below the
national average price of $249,440.8

ECONOMIC CHARACTERISTICS

This report was prepared by the Center for Economic Development
and Business Research (CEDBR) at the request of the Department of
Finance specifically for inclusion and use in the 2005-2009 Financial
Plan in April 2004.  For updated information refer to CEDBR site
(http://iwww.webs.wichita.edu/cedbr) on the World Wide Web.

Employment

Wichita's employment includes a broad mix of business types,
with a sizable base of relatively high paying manufacturing
jobs. A list of Wichita's major private employers includes The
Boeing Co., Cessna Aircraft Co., Raytheon Aircraft Co., Via
Christi  Regional Medical Center, Bombardier Aerospace
Learjet, Dillon Stores, Koch Industries Inc., Wesley Medical
Center, AGCO Corp., The Coleman Co., Wichita Clinic, Bank
of America and Southwestern Bell.

However, any listing of the area's largest private employers
cannot reveal the large number of small and mid-sized
companies providing a wide variety of goods and services to
markets around the globe. The 2001 County Business
Patterns shows approximately 11,584 business establishments
in Sedgwick County with fewer than 100 employees.

Total wage and salary employment in the Wichita metro area
declined 2.6 percent for a net loss of 7,200 jobs in 2003.
During the past decade, 1994 through 2003, total wage and
salary employment grew by 9 percent, or an average of 0.9
percent annually. During the past ten years the Wichita metro
area added 22,700 net new jobs.

Education and health care services added the most net new
jobs in the past decade (6,000) followed by the government
(4,300), construction (2,600), other services (2,400),
professional & business services (1,800), retail trade (1,800)
and leisure & hospitality (1,500) sectors.

" Source: ACCRA 2nd Quarter 2003.
& Source: Wichita Area Association of Realtors-Multiple Listing
Service and the National Association of Realtors.
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As of vyear-end 2003, manufacturing was the largest
employment sector (21 percent) followed by the government
sector (13.5 percent), the education & health services sector
(13.4 percent), and the retail trade sector (10.9 percent).

The Wichita MSA civilian labor force decreased from 285,503
in 2002 to 286,672 in 2003 for a increase of 0.4 percent.? The
average annual unemployment rate in 2003 was 7.1 percent
(20,458 people), compared with 6.3 percent (18,111 people) in
2002. Historically, the Wichita metro area enjoys a relatively
low unemployment rate. During the past quarter century, the
metro area’s unemployment rate has been lower than the U.S.
rate in 21 out of 25 years.

As Wichita’s largest industry sector, manufacturing is the only
industry that can significantly impact the direction of Wichita’s
business cycle.  With additional job losses expected in
manufacturing, it appears it will be the end of 2004 or the first
half of 2005 before economic recovery begins in Wichita. In
2004 Wichita will experience its third consecutive year of
employment losses, making this the longest labor market
downturn in 30 years. Despite weakness in the manufacturing
sector and the labor market, there are signs of economic
improvement.  Housing sales continue at robust levels,
consumer expectations are rising and new employers are
entering the market.

On balance, Wichita is expected to experience a long slow
recovery starting in 2004, which should start to gain
sustainable momentum in the second half of 2004. Despite the
second half upturn, overall, total employment in 2004 will
decrease slightly, losing 1,200 jobs or 0.4 percent.

Manufacturing

Manufacturing accounted for 20.7 percent of all wage and
salary jobs in the Wichita MSA as of December 2003. Payroll
earnings for the industry totaled $3.153 billion in 2002. The
average earnings per job in 2002 were $49,228. After reaching
peak employment in 1998, manufacturing has seen steady
declines, with a loss of nearly 11 percent of manufacturing jobs
in 2003.10

Wichita's manufacturing sector, dominated by aircraft, has
experienced a severe decline in employment during the past
five years. After peaking at 74,000 in 1998, employment has
declined by nearly 22 percent. The sharp decrease in orders

° The Wichita metropolitan area, following the 2000 Census, was
redefined to comprise four counties including Butler, Harvey,
Sedgwick and Sumner. However, the old three-county (does not
include Sumner) designation was used for these data so that
they are consistent with the wage and salary employment used
throughout the report. The wage and salary data have not been
released using the new four-county designation.

0 Employment, payroll and average earnings data were
compiled by the CEDBR from data published by the Kansas
Department of Human Resources, Labor Market Information
Services.
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for new airplanes, as a result of both a slowing economy and
the after effects of the 9/11 terrorist attacks, led to layoffs
among Wichita’s four OEMs totaling nearly 15,000 jobs." As
the airlines continue to struggle with massive debt and low
ridership there is little prospect for a quick recovery in demand
for new commercial aircraft.

Production levels of both commercial aircraft and general
aviation products in Wichita continued to decline in 2003.
Boeing's deliveries, after peaking at 620 aircraft in 1999,
declined to just 281 in 2003, a decline of 26 percent compared
to 2002’s deliveries of 381 aircraft. The company’s contractual
backlog totaled $63.9 billion on December 31 compared with
$68.2 billion at the end of 2002.12

The Society of Professional Engineering Employees in
Aerospace will continue to represent Boeing Wichita following a
recent vote to decertify the union. The vote to decertify SPEEA
was narrowly defeated (only 51% voted to retain union
representation).

Wichita’s three general aviation manufacturers, including
Cessna Aircraft Co., Bombardier Learjet Inc. and Raytheon
Aircraft Co., combined to ship 1,174 aircraft during 2003, a
decrease of 10 percent compared to 2002. Billings totaled
nearly $4.5 billion in 2003, down 22.2 percent from 2002.13

In addition to Boeing Wichita completing planned layoffs of
5,200 after 9/11, Cessna cut 1,200 jobs and required a seven-
week furlough of 6,000 employees during 2003. In November
2003, Raytheon announced plans to move its wire harness
work to an outside supplier, resulting in the layoff of 350
workers at the company’s Wichita plant during 2004.

Despite the current difficulties, there are positive signs for the
aircraft industry. Al of Wichita’s aircraft manufacturers
continue to aggressively pursue development of new airplane
products and related services. The Kansas legislature
approved a bill that will allow the state to provide Boeing
Wichita up to $500 million in bonds for its bid to work on the
7E7, the company's newest jetliner. The 7E7 work could
create 4,000 jobs at the company's Wichita plant. Thayer
Aerospace was awarded a multi-year contract by business jet
maker Gulfstream Aerospace with a potential value of more
than $250 million.

Manufacturing job losses outside aviation were also occurring
in 2003. Tweco Products Inc. was bought by Thermadyne
Holding Corp., which plans to close the Wichita facility,
affecting more than 160 employees in Wichita. However, like
the aviation sector, there was good news for non-aviation

" Wichita’s four original equipment manufacturers include
Boeing Aircraft, Cessna Aircraft, Raytheon Aircraft and
Bombardier Learjet. While Airbus Industrie is an OEM, the
company does not have any production facilities in Wichita.

"2 Source: Boeing Company fourth quarter 2003 results reported
online at the company’s homepage www.boeing.com.

"3Source: General Aviation Manufacturers Association.
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manufacturers as well. Premier Blending, a formulator and
manufacturer of dry blended foods, will expand its plant in
Wichita. The company has acquired the mixing business of
Cereal Food Processors of Bonner Springs.

While it appears that the worst of the layoffs are over,
additional job losses are expected in 2004 among both the
OEMs and their suppliers.  Total employment in the
manufacturing sector is expected to decrease by 3.5 percent
for a net loss of 2,000 jobs in 2004.

Manufacturing Employment Growth Rate
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Source: Kansas Dept. of Human Resources. Compilation and
forecast by Center for Economic Development and Business
Research, W. Frank Barton School of Business, Wichita State
University.

Although Wichita has a strong competitive advantage in the
production of aircraft, the overall economy has a healthy
diversity. In 2001, the Center for Economic Development and
Business Research conducted a study that confirmed this
diversity.'* When compared to 318 metropolitan areas across
the nation, Wichita ranked 144t in terms of diversification,
demonstrating an above average economic diversity. The
volatility of the Wichita economy proved to be lower than the
majority of the study cities by each economic indicator
measured.

Services

The performance among the service sectors varied

substantially during 2003:

e The business and professional services sector lost 600
jobs for a net decrease of 2.2 percent.

e The educational and health services sector lost 200 jobs
for a net decrease of 0.5 percent.

e The financial services sector lost 100 jobs for a net
decrease of 0.8 percent.

e The leisure and hospitality sector lost 100 jobs for a net
decrease of 0.4 percent.

" "Industrial Structure and Economic Volatility of Selected

Metropolitan Areas”, Center for Economic Development and
Business Research, W. Frank Barton School of Business,
Wichita State University, August, 2001, funded by the City of
Wichita, Dept. of Finance.
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e The information sector gained 400 jobs for a net increase
of 7.4 percent.

e The other services sector gained 500 jobs for a net
increase of 4.5 percent.

In 2004 we are forecasting modest growth among service
sector employment, totaling about 1,000 jobs. Services are
expected to continue to be a major contributor to job growth
over the next 5 years.

As a regional health services center for south central Kansas,
Wichita should continue to see growth in the health care sector.
With continued population growth, employment growth will
continue in the educational services sector.

Employment in services sub-sectors such as call centers and
leisure and hospitality will improve, as the area exits out of
recession.

Construction

The construction industry accounts for 5.4 percent of all wage
and salary employment in the Wichita MSA in 2003. The 2003
employment level of 14,800 matched the last employment peak
in 1999. In 2002, total payroll for the industry was $463.4
million and the average earnings per job totaled $32,344.

Despite job losses, the construction industry is one of the few
economic engines that demonstrated any signs of growth in
2003. Buoyed by historically low interest rates, the value of
inflation-adjusted new residential  construction  permits
increased 1.9 percent in 2003 and the value of inflation-
adjusted new non-residential construction permits increased
0.1 percent. Public construction has provided significant
support in recent years. The value of permits for additions,
remodels and repairs increased 42.6 percent in 2003 largely as
a result of the school district’s five-year, $284.5 million bond
building program, begun 2001.

While still in positive territory, the rate of new construction
activity is slowing. Additionally, with the five-year USD 259
bond construction period nearly over, virtually all contracts let,
and no other big public construction projects on the horizon,
the construction industry may face challenges in the near term.
The CEDBR s forecasting construction employment to decline
by 2 percent in 2004 for a net loss of 300 jobs.

New and existing home sales continued at a brisk pace in
2003, up 4.8 percent from 2002. Housing's boom has been
unexpected and welcome, given the weakness elsewhere in
the economy. However, even with low mortgage rates,
refinancing activity has slowed as rates have inched up from
last summer’s record-setting lows and the impact of spent-up
demand has started to take hold.
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Personal Income

In 2001(the latest year for which data are available as of this
printing), Wichita had a total personal income (TPI) of $16.2
billion. This TPI ranked 91st in the United States. The 2001
TPI reflected an increase of 5.9 percent from 2000. The 2000-
2001 national change was 3.3 percent. In 1991, the TPI of
Wichita was $9.9 billion and ranked 90t in the United States.
The average annual growth rate of TPI over the past 10 years
was 5.0 percent. The average annual growth rate for the
nation was 5.5 percent. ~ From 2003 through 2009, total
personal income is expected to grow at an average annual rate
of 4.5 percent. If inflation remains in the range of 2 percent,
growth of real, inflation-adjusted personal income would
average 2.5 percent annually for the period 2003-2009.

Personal income is expected to increase only 3.7 percent in
2004 (1.2 percent real, inflation-adjusted growth), well below
historical averages, as a result of the downturn in aviation
manufacturing.

Total Personal Income Wichita MSA
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Source: U.S. Dept. of Commerce, BEA. Compilation and forecast by
Center for Economic Development and Business Research, W. Frank
Barton School of Business, Wichita State University.

Retail Trade & Sales

While Wichita consumers have continued to spend money on
homes throughout the recession, the same is not true for retail
spending. Taxable retail sales spending peaked in 1998 at
nearly $7 billion. Between 1998 and 2003 taxable retail sales
decreased by 4.8 percent or 15.7 percent after adjusting for
inflation.

Taxable retail sales totaled $6.658 billion in the Wichita MSA in
2003. Retail sales decreased by $80.8 million or 1.2 percent in
2003 compared to 2002. Despite a drop in sales, tax
collections increased by 2.6 percent or $8.9 million as a result
of the increase in the state’s sales tax rate, which rose from 4.9
percent to 5.3 percent effective July 1, 2002.

The Christmas season did not bring the hoped for jump in
Wichita's retail sales. Fourth quarter 2003 sales, totaling
$1.756 billion, were down $11.5 milion or 0.6 percent
compared to fourth quarter 2002. While sales were down, the
slide was much less dramatic than in 2002 when fourth quarter
sales were down 1.7 percent compared to fourth quarter 2001.
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As a result of higher than average sales, retailers typically hire
additional temporary help for the Holiday season. Between
1994 and 1998 retail employment in Wichita was about 6
percent higher during the November and December holiday
season than the remainder of the year. However, since sales
peaked in 1998 that holiday employment bulge has steadily
declined to just a 3 percent increase in 2003.

Total sales mask some underlying trends in the retail market;
specifically, auto sales are doing much better than non-auto
sales.

The data for 2003 show auto sales in Wichita are continuing to
do well, up $36.5 million or 4.2 percent compared to 2002.'5
Non-auto sales are falling, down $117.3 million or 2 percent in
2003 compared to 2002. Total retail sales were down 1.2
percent during this same period.

Retail sales are projected to increase 0.6 percent in 2004 and
then increase at an average annual rate of 1.2 percent during
2005-2009. This forecast assumes an inflation of 2 percent
annually during the forecast period.

" Includes motor vehicle and parts dealers, NAICS category
441,