COUNTY COUNCIL SPECIAL JOINT MEETING WITH THE BOARD OF
COMMISSIONERS — MAY 20, 2026

The meeting was called to order by President, Michele Ann Graves for the County Council at 5:00pm.
Commissioner Brian Baird called the meeting to order for the Board of Commissioners.

1. Roll Call
The following Council members were present: Michele Graves, Jonathan Myers, John Mallers, Pamela
Burton, John Ditmars, and Ron Bates. Melinda Griesemer was present via zoom.

The following Board of Commissioners were present: Brian Baird, Kevin Walls and Ron West.

I1. Invocation
Mr. West led the invocation.

I11. Pledge of Allegiance
Mr. Baird led the Pledge of Allegiance.

IV. Update on County’s Fiscal Plan

Mike Reuter, Financial Advisor for the County, was present to give the Council and Commissioners an
update on the County’s fiscal plan. He began by talking about some of the changes from the last
legislative session and how those changes will impact the county’s budgets.

Mr. Reuter said the last session was intense and long, with a lot of conversation about property tax
reform. There were some significant changes, which he will get into later. There were also a lot of
conversations relating to Local Option Income Tax (LIT), which he will get into later.

He noted there were some favorable changes made. He then explained that over the last three years, the
state has moved away from the six-year non-farm personal income growth factor and just simply capped
and limited the amount of property tax to 4%. In Johnson County, we were fortunate and were able to
appeal for a growth appeal. However, last year was the first year we did not qualify for this due to some
requirement changes. He then shared some good news regarding the growth quotient; the cap was
expected to be 4% for 2027, but that didn’t happen and instead they are going back to using the 6-year
non-farm personal income method, which equates more to 6%. This is a state-wide factor and will benefit
all units. He noted he is using 5.9% in the fiscal plan. Another change that he didn’t expect, was they
were going to allow all the units to put the Excise Tax into one fund, where previously it was prorated to
each fund that also had Property Tax. With this change, they can move the Excise Tax from restricted
funds to unrestricted funds. He noted he has not made this change in the fiscal plan yet, but will need
direction on this closer to budget season. Lastly, he commented they don’t have the certified max levy or
the LIT yet; therefore, he has used conservative numbers for these in the fiscal plan.

Mr. Reuter then began to talk about the six-year non-farm personal income growth factor, which has been
in place for several years. It was a pretty significant change years ago as part of a previous tax reform bill.
The logic at that time was they really didn’t want the property taxes growing faster in the State of Indiana
than the income in the state, so they came up with this method. This method has been used for a long
time, although it has been overridden the last few years and capped at 4%. For 2027, the state is going to
use this method as it equates. He has used the assumption of a 5.9%, noting the state will be certifying
this number sometime within the next month or so. He noted one of the reasons this number is actually
higher, is because back in 2021, the state showed a 10.7% increase. In 2021, there was a pandemic and
the federal government was putting out dollars to try to pop up the economy. He was surprised they are
going back to this method, having this unusual year included in the six-year average calculation.
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Next, Mr. Reuter reviewed the maximum levy calculation, pointing out the 4% increase for each year —
2024, 2025, and 2026. Then for 2027, he shows the 1.59% increase. He also pointed out that the prior
appeal amounts, with the last year being 2025 in the amount of $1,700,000. The growth appeals are no
longer available (not an option). He then showed in the fiscal plan the projected max levy calculations for
each of the funds, noting the levy is shared between the General Fund, Reassessment, Animal Shelter,
Cumulative Bridge, and Health. He explained even though these are all individual funds with their own
tax rates, they all share the same revenue source. If you raise one of the funds, then you have to lower
another one — the bottom line can’t change. He noted the biggest change last year was with the
Cumulative Bridge Fund and the General Fund; the General Fund’s levy was lowered and moved to the
Cumulative Bridge Fund in order to generate some cash for that fund. For 2027, he has increased the levy
in the General Fund and lowered the levy in the Cumulative Bridge Fund.

Mr. Reuter also talked about LIT. He explained with SEA-1 (from 2025), there were significant changes
to LIT with an implementation date of 2028. All changes must be approved by October 1, 2027, for those
changes to be implemented. In this last legislative session, they pushed this date out and the
implementation date will now be 2029, and decisions will need to be made before October 1, 2028. Mr.
Reuter also stated there was a new committee created called MUST — Municipal Unit Strategic Taskforce.
This is a formal committee created to handle LIT distribution decisions between counties and
municipalities. He feels like it is a little early to have this type of meeting at this time. He added the
County unit itself should be fine with the caps; however, there will be some units within the county that
will potentially struggle with their caps. The County currently has established these LIT rates: /1.0% LIT
expenditure rate, 2% LIT rate for the Jail, and a .2% EDIT rate. We can easily determine the amount of
revenue these rates currently generate and can set rates in the future to offset these. However, he also
noted the Council might get pressure from Fire Districts, because the Council will have the ability to
establish a fire rate and determine how that money is distributed. The Council will also be expected to
adopt a LIT rate for the Townships and the Libraries. Although the County Council will make those
decisions, it won’t necessarily affect the County’s revenue. He stated they know how much money is
collected countywide, but it is unknown how much each municipality collects (however, this information
is starting to be collected). There will be no more distribution by a property tax formula; this will be a
change for the LIT money distributions. Mr. Reuter then pointed out in the fiscal plan the last known
collection number, which was in 2024, was $69,554,358. This number is up 9.22% countywide. This
shows they collected much more than they distributed, which means there will be a special distribution
made. The amount for the special distribution was just certified, and he has that plugged into the fiscal
plan; the amount is $11,251,976 countywide. He has estimated the certified distribution for 2027 to be
$70,343,286 which is an increase of 3.2%. This is based on the assumption that the Council will adopt a
rate that will replace this one and will generate similar revenue.

Next, Mr. Reuter talked about the Net Assessed Valuation (NAV). He has projected a 5% decrease for
2027. This was a result of the deduction changes made by the legislatures. He explained that the
Supplemental Homestead Deduction is going from 40% in 2026 to 66.7% in 2031. He then gave an
example of a home valued at 300,000, by the year 203 1, they would only be paying on 100,000 of the
value. He stated the tax base is eroding due to these higher deductions. He also said residential rental
properties are beginning to receive a new 6% deduction in 2026, which will increase to 33% by the year
2031.

Mr. West commented that rental properties are already receiving a sizeable break in their assessment
because they are using the income approach. He then asked why they would qualify for any type of
deduction.

Mr. Reuter replied he did not know the answer to that and that this was not the first time he had heard this
comment. He noted this was just part of the property tax reform; they wanted to give rental property a
property tax deduction. It is possible this could change later on if this matter comes to light.
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Mr. West asked if there was any discussion about doing away with the income approach.
Mr. Reuter replied he is unable to answer that but noted that would also take tax base away.

Mr. Reuter continued on and stated that in 2027 Business Personal Property (BPP) there will be
significant changes. The threshold went from $80,000 to $2,000,000 — meaning anything $2,000,000 or
more would have to file. He noted the County Assessor just shared with him that the BPP filings went
from about 7,000 to 700. Again, this is loss of tax base. Mr. Reuter stated since the County is still
growing, there will be a rise in tax rates. He further explained that where they have always talked about
tax rates, they need to start talking about tax levies. The Council needs to explain to the taxpayers when
they adopt the budget, they need to show this is how much the County is asking the levy to go up; the
Council doesn’t control how it is calculated, you are just saying we are going to be collecting 5.9% more
money for our operations, which will cover the growth in the County and the cost of living. Mr. Reuter
feels this is reasonable justification. He stated that even with the rates increasing, with the changes in the
deductions, most taxpayers will be paying less — at least that is the legislators thought process. He
appreciates that they are taking small steps with these changes.

Mr. Reuter then reviewed some of the main funds and explained the model he had prepared in the fiscal
plan:

e  General Fund — This fund is in a strong cash position. Over the last three years, they have been building up
cash to use for future road projects (specifically Smith Valley Road). In 2026, $12,000,000 was
appropriated for this project; the funds were not spent, and it became cash. The Highway Department
comes in each year to re-appropriate these funds in an effort to tie this cash up. In the fiscal plan, it shows
this fund being out of balance (by design) at the end of 2026 on the line that has “excess (deficit) of
revenues over expenditures” with ($12,710,848), but he explained this is the cash they have been building
up over a period of time.

He then pointed out a few other numbers in the fiscal plan under Revenues. He explained the line for the
“loss from circuit breaker/shortfall”, reflected ($1,691,668) for 2026 and he is projecting it to be
($2,035,896) for 2027. However, he did note that in some communities, he has seen these amounts actually
going down because homeowners are not hitting the tax caps. He then explained another line for the “loss
from property tax credit”, which was new beginning in 2026. He has estimated that figure to be around
($1,339,349) for 2027. He also noted these credits do not impact the debt funds. The last number Mr.
Reuter wanted to point out was on the “excess (deficit) of revenues over expenditures™ line, which is
showing ($1,749,890) for 2027. He explained this is actually a structural issue starting in 2027 but noted he
was going to share some ideas on how this can be lowered. He also noted this is an early, rough draft of the
fiscal plan.

e Reassessment — This fund has a fixed levy. He noted there was a change last fall, and the state said that the
revenue from Commercial Vehicle Excise Tax (CVET) and Financial Institution Tax (FIT) can now all be
put into the General Fund, instead of each fund that gets Property Tax. He stated this change is fine because
these are fairly small amounts. However, in the last legislative session, they said you can take that same
approach with Excise Tax and put it all into the General Fund. Currently, in the fiscal plan, he is showing
this fund is going to receive $67,615 in Excise Tax. Mr. Reuter then recommended that all of the Excise
Tax be receipted into the General, along with some expenses — in this case, it would be $67,615. He noted
some of the Reassessment expenses were moved to the General Fund last year, in an effort to reserve a cash
balance. He stated again, the cash balance is sufficient, but with moving the Excise Tax Revenue, he
recommends also moving the same amount of expenses to the General Fund.

e  Animal Shelter — This fund should be treated like a department within the General Fund. The amount of
levy he plugged into the fiscal plan was just enough to balance the budget. He has estimated that about
$1,600,000 in Property Tax will be collected for 2027. The cash balance in this fund at the end of 2026 is
just short of $900,000. He noted he has always recommended maintaining 50% of the ensuing year’s
property tax for a cash balance. The current balance is sufficient.
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e Rainy Day Fund — This fund is showing an ending cash balance of $3,510,949. He reminded the Council
they can transfer from the General Fund to the Rainy Day Fund up to 10% of the total budgets at any time.

e Highway —This fund has a strong cash balance. He noted that with the Governor’s current relief for Gas
Tax, he is unsure how this will affect the revenue for this fund. He did not factor this in his 2027
projections.

e Local Road & Street — This fund has a good cash balance; if everything is expended, the ending cash
balance for 2026 would be about $2,300,000. He noted this could be used up quickly with a big road
project.

e Cumulative Bridge Fund — The Highway Department has appropriated the full anticipated revenue of 2026,
but they don’t plan on spending the full amount. The budget was approved for over $3,300,000. For 2027,
he raised the levy high enough to cover the expenditures and to cover the loss of the Circuit Breaker. Mr.
Reuter noted this is an area where if the Excise Tax revenue is moved from here to the General Fund, then
the levy would be raised about an additional $200,000 to offset it, becoming a wash between the two funds.
He added that by moving all of these miscellaneous revenues to the General Fund in the future will make it
easier to budget and forecast going forward.

e  Health — This fund has a healthy balance of about $1.7 million He put enough Property Tax in there to fund
the 2027 budget; the levy should generate about $1.4 million in Property Tax. This fund really only needs
to maintain a cash balance of $700,000. He stated the Council could lower the levy for this fund for 2027,
which would use up some of the cash and then the levy for General Fund would increase.

e Cumulative Capital Development — He noted this fund is not being utilized fully, since the bridge expenses
were moved backed to the Cumulative Bridge Fund. This budget is in balance by about $2 million. This is a
rate driven fund with a rate of 0.333. This is not part of the maximum levy (less 4} means less revenue
coming in). This is another fund where the Excise Tax could be moved to the General Fund. This fund is a
restrictive fund, and there really would be no need to move expenses to the General Fund to offset the loss
of revenue from the Excise Tax. This would be true revenue ($285,200) for the General Fund to help offset
the deficit. Once this money is in the General Fund, then technically, it could be moved to the Rainy Fund.

e  General Obligation Bonds (Bond 3) — Mr. Reuter stated the tax rate dropped for 2026 because the AV
increased 12.3%. His assumption is that the Council would be comfortable keeping the same levy going
forward. Again, they need to focus on levy, not on rates. This means they would tell the taxpayers that you
just want to collect the same amount as the prior year. The fiscal plan reflects this model. This is another
fund where the Excise Tax revenue could be moved to the General Fund. To make up the loss in this fund,
they could lessen the amount of the bond requested.

e LIT (Jail) - He noted some expenses were moved back to the General Fund last year; however, he is still
projecting a deficit of about $239,544 for 2027. At the end of 2026, the cash balance is about $6.1 million,
noting this fund does not get any Property Tax. More expenses may need to be moved to the General Fund
for 2027.

e E-911 - Mr. Reuter stated this fund needs help! There are more expenses than revenue. This fund will be
out of cash by the end of the year. In 2027 there will be a $500,000 problem to address. The Council can
either move the expenses to the General Fund or they could raise a LIT rate to cover the expenses. It needs
to be addressed structurally.

e EDIT - This fund has been building up a cash balance for several years, which will be spent on road
projects (specifically Smith Valley Road). He stated this money will be spent in 2026 and then it will start to
accumulate cash again.

e Food & Beverage — He noted this fund is out of balance by $477,256 for 2026, but has a good cash balance
of about $3.5 million. At some point in the future, some expenses may need to be out of this fund.

Council Special Joint Meeting Council & Commissioners — May 20, 2026
Page 4of 7




MTr. Reuter then talked about tax rates. He noted for 2026, there was actually a tax rate decrease. This was
based on not having a growth appeal and the 12.3% increase in NAV. For 2027, he has made the
assumption that the tax rate will increase 9%. He explained that if the NAV goes down 5%, the rate
would go up 5%, and with the increase of 5.9% in the maximum levy, and keeping the debt levy the same,
all of these things blended together result in the 9% increase.

Mr. Reuter stated no decisions needed to be made tonight. The next steps include when the books close
June 30™, he will work with the Auditor’s Office and update the fiscal plan based on the first six months’
actual receipts and expenditures. Then he will plug in all of the requested budgets and then come back
with a more up-to-date fiscal plan and that is when the decision making process begins for tax rates,
raises, and budgets. Tonight was just an early preview of what happened in the last legislative session and
this past legislative session and where we are today. He stated we are in a fortunate spot with a strong
cash position; however, there are some caution flags and places that need to be worked on.

Mrs. Graves thanked Mr. Reuter for his information and asked each Council member if they would share
their thoughts and if they had any questions for Mr. Reuter.

Ms. Griesemer expressed her appreciation for all of Mr. Reuter’s information. She needs time to mull
over all of this information before she has any comments to make.

Mr. Myers thanked Mr. Reuter for all of his hard work.

Mr. Mallers agreed with Ms. Griesemer, it is a lot of information to look over. He also appreciates all of
the options that Mr. Reuter talked about.

Mrs. Burton stated she has nine pages full of questions and would like to talk to Mr. Reuter later, so as
not to take up any more time tonight. She said she is taking this report as a warning and not a panic
report. She knows we have a very strong cash balance; however, the trend is very clear — the County is
spending way faster than we are incurring revenue. It is especially growing in the General Fund and
Public Safety areas. The report itself is marked as a draft, for internal use only, and the actual results may
vary. She is treating this as a planning tool and not the gospel, but the direction of the numbers do matter.
We are not broke, but the County is using current cash reserves to support our current level of spending
and if this pattern continues then the budget cycle needs to focus more on structural balance and not just
whether there is enough cash in the bank. She stated this Council has the time and the cash to make very
smart decisions; this report gives us the tools we do need to make the hard decisions now, before the
decisions become harder later. She isn’t trying to sound negative, but she wants to be reliable and to be
honest. She has heard several times “we (meaning the County) have plenty of cash, we have plenty of
cash”.

Mr. Reuter stated when he looks at a budget, he is always looking at the structural forecast of where
things are going. Cash can be used for one-time things, but it is not a re-occurring revenue.

Mrs. Burton expressed that to a normal taxpayer, that sounds like “you (meaning the County) have no
problems, why can’t we do this™. Being responsible, they need to look at not only what the immediate
needs are, but also what is coming down the road.

Mr. Reuter stated that is how he has modeled the fiscal plan, trying to make assumptions and look at the
trends.

Mr. Ditmars first thanked Mr. Reuter, noting it was very informative and a little overwhelming; there is a
lot there, a lot to digest. He then stated Mrs. Burton kind of summed it up with the declining balances and
the fact that some think “you can just use your cash™; he wants to make sure they don’t get complacent.
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He wants to address and fix the problems, realizing they need to look at the expenditures instead of just
trying to increase revenues.

Mr. Bates stated this is his second budget season. It is somewhat overwhelming. He appreciated Mr.
Reuter’s work and feels he is a great asset and values his guidance through this process.

Mrs. Graves stated she wanted to talk about the “strong cash balances™ that Mrs. Burton mentioned
earlier. Mr. Mallers and herself were recently at an AIC meeting on Monday and there was some caution
raised about these cash balances and the importance of having a strong cash balance. The Property Tax
revenue has always been a very stable model and predictor of what the revenue would be moving
forward. She expressed as the state is pushing us more toward a LIT revenue stream, it is not as stable as
the real estate property values are, so they need to prepare for downturns in our economy, such as
depressions or recessions. When these downturns happen, the cash flow will decrease substantially and
then they will be glad and fortunate to have these cash balances on hand. She then thanked Mr. Reuter for
his expertise and agreed he was a great asset to have on hand. She stated Johnson County has greatly
benefited from conservative fiscal planning and the prudent decisions of prior councils, which leaves us in
a healthy financial position with ample cash reserves. This is beneficial as they move more to a LIT
driven revenue stream; however, the information presented tonight shows the projected County expenses
are exceeding projected revenue, and she feels the Council needs to address these matters now rather than
later. Using cash reserves to fund reoccurring expenses is not sustainable. Looking ahead to budget time,
as grant funding changes, user fee collections fluctuate, and the uncertainty from SEA-1, they need to be
careful not to simply shift ongoing expenses into the General Fund or the LIT Fund as a routine solution.
They need to review expenses, look for efficiencies, and make sure taxpayer dollars are being used
responsibly. She feels like Department Heads, Elected Officials, and the Council all share in that
responsibility. Anyone who has spent any time looking at the fiscal plan can see that our current financial
position is strong, but long-term stability depends on cautious sustainability budget decisions moving
forward. These are just some of the things they will be deciding for the budget guidelines and reviewing
the department budgets. Lastly, she said she has seen the list of questions Mrs. Burton had and would like
to schedule a meeting with Mr. Reuter, the Council President, Council Vice-President, and Mrs. Burton.

Mr. Reuter agreed to meet with the three Council members.

Mr. West stated that he agreed with the Council, that Mr. Reuter is a valuable resource for the County and
he greatly appreciates his service.

Mr. Walls asked if Mr. Reuter anticipated any changes being done this year at the State House that would
derail this fiscal plan in any way.

Mr. Reuter replied he feels like he has a pretty good handle for 2027. He is uncertain if they will try to
take the Property Tax Reform any further in the next session, which would affect the 2028 budget. He
noted that LIT is always a wild card, but the Property Tax number is pretty stable. Additionally, with the
new MUST committee, he could foresee some changes there.

Mr. Walls thanked Mr. Reuter for all of the valuable information he has shared.

Mr. Baird thanked Mrs. Graves, Mrs. Burton, and Mr. Ditmars for their comments; he stated they are spot
on. He agrees the County has a lot to deal with and a lot to think about. The state is not going to stop
attacking. After spending a lot of time at the State House he has been seeing these things first hand; there
is going to be a lot of reform that is going to take place and it won’t be a positive for local government.
He stated we won’t actually see the affects of these changes until 28p29, 29p30, and beyond — and it
won’t be a pretty site, regardless how hard we fight. However, we are going to continue to fight to help
local government. He also thanked Mr. Reuter for his efforts and guidance to the County.
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Mrs. Burton commented she also wanted to say thank you to Mr. Reuter. She was so focused on her notes
and comments earlier, she forgot to express her gratitude for Mr. Reuter’s work and guidance.

VI. Adjournment
There being no further business, Mrs. Burton moved to adjourn the Council meeting. Mr. Mallers
seconded the motion, which carried unanimously.

Mr. Walls made a motion to adjourn the Commissioner meeting. Mr. West seconded the motion, which
carried unanimously.
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