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2022 Financial Performance




General Fund Financial Performance

2021 2022 2022 $ Variance | % Variance
General Fund (Million $) Actual Budget | Estimate | vs. Budget | vs. Budget
Beginning Fund Balance (Undesignated) $ 19718 232|% 247
Revenues & Transfers In 74.7 65.1 705 % 54 8.3%
Expenses & Transfers Out 69.7 71.7 726 | $ 0.9 1.3%
Surplus/(Deficit) $ 50|85 (©66)% @1)F 45
Ending Fund Balance (Undesignated) $ 247|1% 166|% 226
Ending FB as a % of Operating Expenditures 35.4% 23.2% 31.1%

= Revenues higher than budgeted by $5.4 M due mainly to the strength of
business taxes and real estate transfer taxes

= Expenditures higher than budgeted by $0.9 M. This is due to a proposed
one-time $2.0 M transfer from the General Fund to the Equipment Fund

o American Rescue Plan (ARP) funds could be used to reduce the
General Fund transfer to the Equipment Fund

= Township would end 2022 with a modest $145,500 deficit compared to its
$6.6 M budgeted deficit absent the proposed one-time transfer 4



2022 General Fund Revenue Trends

Why did General Fund revenues exceed budgeted projections?

1.

Business Taxes: Did not fall as much as anticipated after record

setting 2021 revenues

Real Estate Transfer Taxes: The first six months was the highest

period of transfer tax revenue and home sales ever. The impact
of rising mortgage rates is beginning to show in recent months

Departmental Earnings: Significant increases in police services

(reimbursed overtime), parking revenue, recreation program
revenues and zoning related fees

Investment Income & Grants: Increasing interest rates have
benefitted the Township’s cash management efforts and grant
revenue is up due to tropical storm Ilda reimbursements and
American Rescue Plan (ARP) reimbursements




2022 General Fund Revenue Trends

» 2022 GF Revenue Estimated Actual is $4.2 M or 5.6% less than

2021 Actual

= 2022 GF Revenue Estimated Actual is $5.4 M or 8.3% higher

compared to 2022 Budget

2022 2022
2021 Adopted Estimated $ %
General Fund Revenue Actual Budget Actual Variance Variance
Business and Mercantile Taxes | $ 18,946,527 | $ 11,250,000 | $ 13,650,000 | $ 2,400,000 21.3%
Departmental Earnings 3,492,552 3,174,000 4,212,000 1,038,000 32.7%
Real Estate Transfer Tax 6,138,514 5,250,000 6,000,000 750,000 14.3%
Investment Income 36,861 45,000 517,000 472,000 | 1048.9%
Grants 386,198 100,000 560,000 460,000 460.0%
PMHIC Refund 1,711,816 1,100,000 1,320,000 220,000 20.0%
Real Estate Taxes 32,178,238 32,100,000 32,125,000 25,000 0.1%
Other Revenues 5,632,784 5,603,300 5,726,000 122,700 2.2%
Licenses and Permits 6,146,442 6,470,000 6,365,000 (105,000) -1.6%
Net Increase (Forecasted) | $ 74,669,932 | $ 65,092,300 | $ 70,475,000 | $ 5,382,700 8.3%

|6




2022 General Fund Expenditure Trends

Why are General Fund expenditures projected to exceed the budget?

1.

Transfer to Equipment Fund: Proposed one-time $2.0 M transfer
was not included within the 2022 Adopted Budget.

Contracted Services: Increased mainly due to greater usage of
Parks & Recreation programs

Other - Refund: Real estate tax appeal settlement payment

Other Compensation/Overtime: Higher compared to budget

although the increase was due to reimbursed overtime in Police

Salary & Employee Benefits: Savings from open positions far

surpassed all cost increases except the proposed transfer

Other Personal Services: Decreased as less employees opt out of

healthcare coverage and travel and training was less than
budgeted |7



2022 General Fund Expenditure Trends

= General Fund 2022 expenditure performance is projected at nearly $1.1 M
less than budgeted excluding the proposed transfer to the Equipment
Fund. Overall projected General Fund expenditures are $954,000 or

1.3% higher than budgeted including the Equipment Fund transfer

2022 2022
2021 Adopted Estimated $ %

General Fund Expenditures Actual Budget Actual Variance | Variance

Transfers (excluding Debt Service) 87,698 80,000 2,087,500 2,007,500 2509.4%
Contracted Services 1,160,933 1,293,282 1,541,528 248,246 19.2%
Other - Refund 81,342 25,000 265,000 240,000 960.0%
Other Compensation 3,722,494 3,424,853 3,592,789 167,936 4 .9%
Professional Technical Services 2,242 968 2,357,141 2,438,478 81,337 3.5%
Other Expenditures (Net) 20,934,596 20,814,468 | 21,114,727 300,259 1.4%
Other Personal Services 719,341 847,277 719,274 (128,003) -15.1%
Employee Benefits 11,597,989 12,059,814 | 11,109,398 (950,416) -7.9%
Salaries (Net) 29,114,729 30,764,504 | 29,751,830 | (1,012,674) -3.3%
Total Expenditures 69,662,090 71,666,339 | 72,620,524 954,185 1.3%

| 8

Note: Vacancy savings within 2022 Adopted Budget are netted against salaries for comparative purposes




Proposed 2023 Budget Overview




Proposed 2023 Budget

2022 2023 $ Variance | % Variance
General Fund (Million $) Budget Budget | vs. Budget| vs. Budget
Beginning Fund Balance (Undesignated) $ 232|939 226
Revenues 65.1 704 | $ 5.3 8.1%
Expenses 71.7 756 | % 3.9 5.4%
Surplus/(Deficit) $ ®66)% (5259 1.4
Ending Fund Balance (Undesignated) $ 166 |$ 174
Ending FB as a % of Annual Operating Expenditures 23.2% 23.0%

= Proposed 2023 Budget recommends no Real Estate Tax increase

for the 12th consecutive year

= Budget includes a $5.2 million budget gap to be filled by a

drawdown on the GF fund balance

= Solid Waste Fees will remain unchanged versus 2022

= Sewer Rental Fee is not anticipated to change at this point, but

will be evaluated in April 2023

10




2023 Real Estate Taxes

= Lower Merion School District
31.2045 Mills (2022-2023 rate)

= Montgomery County
4.313 Mills

= Lower Merion Township
4.19 Mills




2023 Real Estate Taxes by Assessed Value

Assessed School * County | Township Total
Value 31.2045 mills | 4.313 mills | 4.19 mills [39.7075 mills
$200,000 $6,241 $863 $838 $7,942
$300,000 $9,361 $1,294 $1,257 $11,912
$350,000 $10,922 $1,510 $1,467 $13,898
$400,000 $12,482 $1,725 $1,676 $15,883
$500,000 $15,602 $2,157 $2,095 $19,854
$600,000 $18,723 $2,588 $2,514 $23,825

*School millage based on 2022-2023 tax year.

» A resident with a single family detached home assessed at
Township approximate average assessment of $350,300 would pay
$1,469 in Township real estate taxes in 2023 or $122 per month for
Township services

= The same resident would pay $1,512 to Montgomery County and
$10,940 to the Lower Merion School District 12




2023 General Fund Revenue —

Assessed Value

= Total Assessed Value is projected at $7.780 billion, a 0.45%

increase over the 2022 Assessed Value of $7.746 billion

Assessed % Estimated

Year Valuation Inc Market Value

2014 7,471,624,826 0.55% 13,294,706,100
2015 7,491,626,679 | 0.27% 13,354,058,300
2016 7,532,920,959 0.55% 13,427,666,600
2017 7,568,106,739 0.47% 13,989,106,700
2018 7,614,127,299 0.61% 14,958,992,700
2019 7,644,986,789 0.41% 15,507,072,600
2020 7,662,967,859 | 0.24% 16,338,950,700
2021 7,681,415,369 0.24% 17,222,904,400
2022 7,745,502,769 | 0.83% 19,608,867,770
2023 7,7180,357,531 0.45% 19,697,107,673

13



2023 General Fund Revenues
$70,400,000

Other Revenue
6.6%

Departmental
Earnings Real Estate Taxes

45.8%

Real Estate Taxes = $32,265,000
Real Estate Transfer Tax = $5,600,000

Fines & Forfeits
1.1%

Business Taxes = $14,300,000 Hicenses &
9.2%
Local Services Tax = $2,050,000
Local Services
Licenses & Permits = $6,479,200 Tax

2.9%

Fines & Forfeits = $800,000
Departmental Earnings = $4,255,000
Other Revenue = $4,650,800

Business Taxes
20.3%

Real Estate
Transfer Tax
8.0%

| 14



2023 General Fund Revenue

= 2023 GF Revenue Budget is $70.4 million which is $5.3 million or
8.2% higher than the 2022 Budget

* Projected increases in business taxes, departmental earnings and

other income (investment income) are the primary drivers

2022 2023 $ %

Adopted Proposed Change From Change From
General Fund Revenue Budget Budget 2022 Budget 2022 Budget
Business and Mercantile Taxes | $ 11,250,000 | $ 14,300,000 | $ 3,050,000 27 1%
Departmental Earnings 3,174,000 4,255,000 1,081,000 34.1%
Other Revenues 4,008,300 4,650,800 642,500 16.0%
Real Estate Transfer Tax 9,250,000 5,600,000 350,000 6.7%
Real Estate Taxes 32,100,000 32,265,000 165,000 0.5%
Fines & Forfeits 765,000 800,000 35,000 4.6%
Licenses and Permits 6,470,000 6,479,200 9,200 0.1%
Local Services Tax 2,075,000 2,050,000 (25,000) -1.2%
Net Increase (Forecasted) $ 65,092,300 | $ 70,400,000 | $ 5,307,700 8.2%

15




2023 General Fund Revenue

= 2023 GF Revenue Budget is just $75,000 or 0.1% lower than 2022

Estimated Actual

* The decrease is mainly due to one-time revenues (e.g. grants)

within other revenues and real estate transfer tax

2022 2023 $ %
Estimated Proposed Change From | Change From

General Fund Revenue Actual Budget 2022 EA 2022 EA

Business and Mercantile Taxes | $ 13,650,000 | $ 14,300,000 [ $§ 650,000 4.8%
Real Estate Taxes 32,125,000 32,265,000 140,000 0.4%
Licenses and Permits 6,365,000 6,479,200 114,200 1.8%
Departmental Earnings 4,212,000 4,255,000 43,000 1.0%
Fines & Forfeits /780,000 800,000 20,000 2.6%
Local Services Tax 2,060,000 2,050,000 (10,000) -0.5%
Real Estate Transfer Tax 6,000,000 5,600,000 (400,000) -6.7%
Other Revenues 5,283,000 4,650,800 (632,200) -12.0%
Net Increase (Forecasted) $ 70,475,000 [ $ 70,400,000 | $ (75,000) -0.1%

16




2023 General Fund Expenditures

$75,580,720
Debt Service General
= Police/Fire 13.2%, Governznent
$30,468,369 12.4%
Parks &
= Debt Service .
$10,009,654 Regrggzlon
= Public Works
$9,504,061

Libraries
= (General Government 6.6%

$11,489,591

= Libraries
$4 971,398

= Parks & Recreation

$4 739,963 Public Works
o | 12.6%
= Building & Planning

$4,397,684 Public Safety

40.3%

Building & Planning
5.8%
17



2023 General Fund Expenditures
$75,580,720

All Other Expenses =19.9%
Utilities
‘Professional Services I
Materials and Supplies ‘
*EF Rental Rates -
*Fire Company
Contributions

Personnel Costs — Salaries
& Other Compensation
50.7%

Debt Service
13.2%

Personnel Costs - Benefits ‘ 18
16.2%



2023 General Fund Expenditures

= 2023 General Fund Expenditure Budget is $3.9 M or 5.5% more
than the 2022 Adopted Budget

2022 2023 $ %

Adopted Proposed |Change From| Change From
General Fund Expenditures Budget Budget 2022 Budget | 2022 Budget
Salaries $ 30,764,504 | $ 32,330,422 | $ 1,565,918 5.1%
Debt Service 9,608,059 10,097,154 489,095 5.1%
Township Equipment Rental 2,369,620 2,770,346 400,726 16.9%
Contracted Services 1,293,282 1,664,960 371,678 28.7%
Professional Technical Service 2,357,141 2,688,079 330,938 14.0%
Other Compensation 3,424,853 3,688,260 263,407 7.7%
Employee Benefits 12,059,814 12,217,467 157,653 1.3%
Maint - Equip Software 1,211,505 1,342,843 131,338 10.8%
Insurance 499,050 606,500 107,450 21.5%
Contributions 2,431,000 2,532,177 101,177 4.2%
Other Expenditures 5,392,776 5,509,560 116,784 2.2%
Equipment/Software/Furniture 254,735 132,952 (121,783) -47.8%
Total General Fund Budget $ 71,666,339 | $ 75,580,720 [ $ 3,914,381 5.5%

Note: Budgeted vacancy/turnover savings are netted against salaries

19




2023 General Fund Expenditures

= 2023 General Fund Expenditure Budget is nearly $5 million higher
than the 2022 Estimated Actual excluding the proposed one-time $2
million transfer from the General Fund to the Equipment Fund or
nearly $3 million higher when the transfer is included

2022 2023 $ %

Estimated Proposed |Change From| Change From
General Fund Expenditures Actual Budget 2022 EA 2022 EA
Salaries $ 29,751,830 | $ 32,330,422 | $ 2,578,592 8.7%
Employee Benefits 11,109,398 12,217,467 1,108,069 10.0%
Township Equipment Rental 2,369,650 2,770,346 400,696 16.9%
Professional Technical Service 2,438,478 2,688,079 249,601 10.2%
Contracted Services 1,541,528 1,664,960 123,432 8.0%
Communication Expenses 1,032,479 1,155,376 122,897 11.9%
Other Expenditures 22,377,161 22,754,070 376,909 1.7%
Total General Fund Budget $ 70,620,524 | $ 75,580,720 [ $ 4,960,196 7.0%
GF Transfer to Equipment Fund [ $ 2,000,000 | $ - [ $ (2,000,000) -100.0%
Grand Total Expenditures $ 72620524 | $ 75,580,720 [ $ 2,960,196 4.1%

Note: Budgeted vacancy/turnover savings for 2023 are netted against salaries

20




2023 General Fund Expenditures - Personnel

Employee Staffing Levels 2014-2023

+—Full-Time Employees u—Part-Time Employees o—Total FTEs

= Full-time staffing is
up five positions 525
versus 2022

V8 w155 4748 400 apo3 4702 4750 4742 4761 i
= |ncludes $23 M of 475 ° . . - i e . . .
vacancy/turnover
savings o
. e e 416 412 209 209 412 412 a1 e
= Budget includes a ' ’ ’ ' ' '
contingency to
. 375
account for potential .
wage increases for W oms W

329 327 330 0 .

FOP, WA and non- = 356 35 s " ——a—"
union staff due to
expiring labor .

contracts 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
21
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2023 General Fund Expenditures —
Employee Benefits

= The Township’s membership in the Pennsylvania Municipal Health

Insurance Cooperative (PMHIC) has helped control healthcare cost
iIncreases over the past several years

o Township has received substantial claims fund refunds since 2018
that total nearly $8 million

0 A 1.9% increase for medical and prescription premiums are
projected in 2023; however, overall costs are expected to increase
further with more employees projected to be enrolled in coverage

o Dental and vision premiums are projected to remain essentially flat
in 2023 but again may have higher costs due to enrollment

= Township will be required to make an estimated $837,000 contribution
to Township’s pension plans in 2023

= Other employee benefits are projected to remain in-line with the 2022
budget although resolution to labor agreements may have an impact| 22



2023 General Fund Expenditures - Debt

= $15 million of new money General Obligation bonds were issued
in March 2022 to fund CIP projects in 2022-2023

» Total outstanding debt for the General Fund and Sanitary Sewer
Fund will be $95.6 million at the end of 2022

= General Fund debt service will increase by $482,000 or 5.1%
compared to the 2022 Budget due to the new debt issued in 2022

= At 13.2% of 2023 budgeted expenditures, debt service remains at
its lowest proportion of General Fund expenditures in years

= The Proposed Capital Budget is projected to require additional
debt issuance at some point later in 2023

o Township staff will monitor the need for additional funds as
additional ARP allocations are decided, the pace of spending

on CIP projects, etc. 23



2023 General Fund Expenditures

= Proposed 2023 Budget is focused on continuing to provide high-
quality services to Township residents. The following items may
warrant further discussion and direction from the Board:

o Contribution level to the Township’s six volunteer fire
companies are budgeted to increase by 3%; CPl is trending
significantly higher

o Board policy direction on Libraries staffing request

o Contributions to outside agencies included within the Non-
Departmental budget

0 Size and scope of the 2023 capital budget which impacts
debt service

o Other items from previous budget discussions or issues
raised through the budget amendment process by any Board 9y
member \



Proposed 2023-2028
Capital Improvement Program
(CIP) Overview




2023-2028 Capital Improvement Program (CIP)

= 2023 Proposed Capital Projects Budget includes $41.5 million of
capital projects Township-wide

= Township typically funds the Township’s portion of the CIP with
20-year GO Bonds. The Township funding is supplemented with
Federal, State, County funds along with recreation development
fees and liquid fuels funds

0 ARP funds are now a part of capital budget and are shown in
the CIP as a funding source for designated CIP projects

o With over $11 million remaining from the 2022 bond issuance
the Township does not have any immediate need to issue
additional debt

= CIP funding will support a variety of initiatives and improvements
to the Township’s facilities, roadways, sewer pumping stations,
libraries and numerous park and trail related projects | 26



2023-2028 Capital Improvement Program (CIP)

= 2023-2028 CIP takes into account allocated ARP funding to-date

= Additional ARP funding may be allocated to future capital
projects as long as it is within the timing constraints of the
ARP/federal regulations

= Use of ARP funds may decrease the level of future debt
issuance to support CIP projects; however, the timing of which
projects receive ARP funding can also impact when additional
capital funding will be necessary

= Future allocations of ARP funding are being discussed by the Ad
Hoc ARP Engagement Committee which will make a
recommendation to the Finance Committee

* Budget amendments that impact the capital budget and CIP may

also influence the overall financing approach
\ 27



2023-2028 Capital Improvement Program (CIP)

= Top 10 CIP Projects represent 72% or $29.8 million of the total
2023 Capital Budget

CIP Job 2023 Capital
CIP Projects (all revenue sources) Number Budget
1 Ardrppre Ayenge Community Center and Center for 4508 $ 8.965.000
Positive Aging in Lower Merion
2. Traffic Network Evaluation - Township Wide 4236 4,399,000
3. Storm Water Facilities Management Project 4652 4,169,000
; City Avenue Transportation Service Area
Improvement Program 4092 3,450,000
- Rock Hill Road/Belmont Avenue Transportation
Service Area Improvement Program 4216 1,906,000
6. Bicycle and Pedestrian Path System Implementation 4477 1,723,000
7. Rotomiling and Road Reconstruction 4210 1,500,000
8. Ashbridge Memorial Park Master Plan 4489 1,310,000
9. Facilities Improvements 4025 1,212,000
10. Cynwyd Heritage Trail - Phase |l 4499 1,200,000
Total Top 10 Capital Projects 29,834,000
All other capital projects 11,701,000
Total Capital Projects $ 41,535,000 | 28




2023-2028 Capital Improvement Program (CIP)

= Township Funding through either the Capital Projects Fund or the
Sanitary Sewer Fund represents $20.7 million or 50% of the $41.5
Capital Budget. The following table details the top 10 CIP projects
by Township funding

CIP Job 2023 Capital

CIP Projects (Township sources; non-ARP) Number Budget
1. Storm Water Facilities Management Project 4652 § 3,533,000
2. Traffic Network Evaluation - Township Wide 4236 2,202,000
3. Rotomiling and Road Reconstruction 4210 1,500,000
4. Facilities Improvements 4025 1,042,000
5. Philadelphia Capital Contributions 4708 926,000
6. Road Stabilization 4217 855,000
7. Sewage Pump Replacements/Upgrades 4748 570,000
8. Fire Companies Facility Project 4405 495,000
9. Basketball/Utility Court Reconstruction 4459 490,000
10. Playground Replacement Program 4492 455,000

Total Top 10 Capital Projects 12,068,000 | 29




Updated General Fund
Financial Forecast




Updated General Fund Financial Forecast

Financial Forecast Assumptions:

= Revised revenue and expenditure growth assumptions based on
current economic outlook, inflationary environment and projection
of known future cost increases

= Future wage growth contingency is used throughout the forecast

* Forecasted growth in total assessed value based upon status of
current developments offset partially by assessment challenges

= Assumes current levels of Township services and staffing as
iIncluded in Proposed 2023 Budget

* Anticipates future debt issuance consistent with the Township’s
recent history

= Continuation of the General Fund asset replacement contribution
to the Equipment Fund at the current 50% level 31



Updated General Fund Financial Forecast

2022 2023 2024 2025 2026
General Fund (Million $) Estimate| Budget | Forecast| Forecast | Forecast
Beginning Fund Balance (Undesignated) $ 247 ($ 226($ 174 ($ 103 |$ 2.2
Revenues & Transfers In 70.5 70.4 70.2 70.7 /1.4
Expenses & Transfers Out 72.6 75.6 77.2 78.8 80.8
Surplus/(Deficit) (2.1) (5.2) (7.0) (8.1) (9.4)
Ending Fund Balance (Undesignated) $ 226($ 174 ($ 103 ($ 2.2|$ (7.3
Ending FB (% of Operating Expenditures) 31.1% 23.0% 13.4% 2.8% -9.0%
Ending FB (% of Operating Expenditures) @ 18% | $ 13.1|$ 13.6|$ 139 $ 142 $ 145
Ending FB (% of Operating Expenditures) @ 15% [ $ 109 |$ 113 |$ 116 |$ 118 $ 12.1
Ending FB (% of Operating Expenditures) @ 12% [($ 8.7]|$ 9.1($ 93|$ 95|%$ 9.7
Additional Funds needed to maintain 18% FB $ (95]|% (3.8|%$ 36[¢$ 120|$ 21.8
Additional Funds needed to maintain 15% FB $ (11.7)|$ (6.0 $ 1.2]1$ 96|%$ 194
Additional Funds needed to maintain 12% FB $ (13.8)$ 83 $ (QA.1D$ 73|%$ 17.0
= Forecast assumes no real estate tax millage increases
= Growing annual deficits without additional revenue or significant

expenditure reductions

= Fund balance level would fall below 15% of expenditures by end 32

of 2024




Updated General Fund Financial Forecast

General Fund Revenues & Expenditures 2017-2026

85.0

80.0

75.0 A

70.0 -

$ in Millions

65.0 -

60.0 -

55.0

2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

Actual Actual Actual Actual Actual Estimate Budget Forecast Forecast Forecast ‘33
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Updated General Fund Financial Forecast

$ in Millions

$85

$80 -

$75 4

$70 -

$65 4

$60 -

$55 4

$50

General Fund Financial Forecast

2017 2018 2019
Actual Actual Actual

GF Fund Balance $
—18% FB

2020 2021
Actual Actual

—f— Revenues
15% FB

2022 2023 2024 2025 2026
Estimate Budget Forecast Forecast Forecast

= @ = Expenditures
s 12% FB

45%

- 40%

- 35%

- 30%

- 25%

- 20%

- 15%

- 10%

- 5%

0%

Fund Balance % of Expenditures
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Updated General Fund Financial Forecast

* The Township’s future financial outlook is still positive based on the

continued revenue rebound that began in 2021 and the influx of
significant federal support through the ARP

o There are some concerning trends such as inflation causing
higher costs and staffing challenges

0 Resolution to collective bargaining agreements which expire at
the end of this year will be a major future expenditure driver
given that labor costs make up approximately 67% of the
General Fund budget

= Continued optimism based on the fact the Township has historically

outperformed its financial forecasts is understandable; however,
there still could be significant financial hurdles ahead

= The Township can again provide a budget without a tax increase,

but future financial challenges may come that will require difficult

choices in order to build a more sustainable, balanced budget 35



Next Steps




Next Steps

= 2023 Tax Levy and Appropriations Ordinance

o Approves advertisement of the Proposed 2023 Budget and
the Real Estate Tax Millage Rate (4.19 mills)

= Equipment Fund Transfer Resolution

= Library Staffing Discussion

= 1st Public Hearing on Proposed Budget and CIP: Nov 16%

= 2nd Pyblic Hearing on Proposed Budget and CIP: Nov 30t
o Budget Amendments

= Adoption of 2023 Budget and 2023-2028 CIP: Dec 14t (part of
BOC regular meeting)

37





