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General Fund Financial Forecast Update

Recap since previous forecast (November 2022)

= 2023 Adopted Budget anticipating use of $5.3 M in fund balance

* Provided financial update to Finance Committee in May
o Township General Fund revenues had a strong start to the year
0 2023 winter storm costs were the lowest in recent history

o0 Open staff positions have continued to provide personnel cost
savings across various departments

= Capital Improvement Plan (CIP) Workshop in June provided
direction on the Board’s priorities for the 2024 Capital Budget and
the 2024-2029 CIP

= Township’s 2022 audit is available via Township’s website
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General Fund Financial Status

2022 2023 2023 $ Variance | % Variance
General Fund (Million $) Actual Budget | Estimate |vs. Budget|vs. Budget
Beginning Fund Balance - January 1st | $ 2466 | $ 2251 | $ 24.38
Revenues & Transfers In 71.97 70.40 77071 $ 6.67 9.5%
Expenditures & Transfers Out 72.24 75.71 74.00 (1.70) -2.2%
Surplus/(Deficit) (0.27) (5.30) 3.06 8.37
Ending Fund Balance - December 31st | $ 2438 | $ 1721 | $ 27.44
Ending FB as a % of Expenditures 33.7%| 22.7% 37.1%

= 2022 General Fund financial performance was positive

= 2023 revenues projected to exceed budget due mainly to increased
business taxes and investment income

= 2023 expenditures forecasted to be below budgeted levels due to
the high number of open positions

* Township’'s 2023 General Fund projected deficit now expected

to be a surplus of over $3 M

|5




General Fund Revenue Trends




General Fund Revenue Trends

= Real estate tax assessment base
o Township’s assessed value has increased each of past 11 years

0 Assessed value as of July 1t increased only $2.45 million or
0.03% versus January 1st. Annual tax assessment appeals and
property changes will continue to have a financial impact
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General Fund Revenue Trends

Positives

= Business tax revenue much higher than budgeted and approaching
2021’s record level

* Investment income has significantly increased along with rising
interest rates and higher cash balances to invest

= Police services revenues have increased yet again as revenues will
reflect increases in police salaries

= PMHIC refund will be higher than budgeted

Negatives

» Real Estate Transfer tax revenue has declined more than anticipated
due to the reduced number of property sales

= Lower permit and fee revenue in certain categories



General Fund Revenue Trends

= 2023 General Fund revenue forecast is $6.7 million or 9.5% higher
than the 2023 Budget. The revenue performance will continue to
provide financial flexibility for the Board moving forward

2023 2023
Adopted Forecast $ %
General Fund Revenue Budget (July 2023) Variance Variance
Business & Mercantile Tax $ 14,300,000 | $ 19,700,000 | $ 5,400,000 37.8%
Investment Income 775,000 2,080,000 1,305,000 168.4%
Police Services 1,610,000 2,100,000 490,000 30.4%
PHMIC Refund 850,000 1,135,000 285,000 33.5%
Local Services Tax 2,050,000 2,300,000 250,000 12.2%
Reimbursed Expenses 200,000 375,000 175,000 87.5%
All Other Revenues (Net) 43,755,000 43,930,800 175,800 0.4%
Real Estate - Prior Year 485,000 375,000 (110,000) -22.7%
Zoning & Subdivision Fees 775,000 520,000 (255,000) -32.9%
Real Estate Transfer Taxes 5,600,000 4,550,000 (1,050,000) -18.8%
Net Increase (Forecasted) $ 70,400,000 | $ 77,065,800 | $ 6,665,800 9.5%
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General Fund Revenue Trends

= 2023 General Fund revenue forecast is $5.1 million or 7.1% higher
than 2022 Actual. Forecasted results thus far are a positive sign
for the Township’s revenue base moving forward

2023
2022 Forecast $ %
General Fund Revenue Actual (July 2023) Variance Variance
Business & Mercantile Tax $ 14,860,126 | $ 19,700,000 | $ 4,839,874 32.6%
Investment Income 621,198 2,080,000 1,458,802 234.8%
Police Services 1,427,859 2,100,000 672,141 47 1%
Building and Electrical Permits 2,778,456 2,950,000 171,544 6.2%
Real Estate Taxes - Current 31,639,526 31,800,000 160,474 0.5%
All Other Revenues (Net) 12,233,188 12,225,800 (7,388) -0.1%
PMHIC Refund 1,316,184 1,135,000 (181,184) -13.8%
Grants ARP 310,007 - (310,007) -100.0%
Zoning & Subdivision Fees 843,215 520,000 (323,215) -38.3%
Real Estate Transfer Taxes 5,935,647 4,555,000 (1,380,647) -23.3%
Net Increase (Forecasted) $ 71,965,406 | $ 77,065,800 [ $ 5,100,394 7.1%
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General Fund Expenditure Trends




General Fund Expenditure Trends

= Personnel costs (wages and employee benefits)

o Staff turnover and resulting vacancies combined with the time it
takes to fill positions has reduced expenses. Open positions are
being filled as quickly as possible; overall projected vacancy
savings as a result of staff turnover will exceed budgeted levels

o Overtime expenses are higher in Police (much of the increase is
reimbursed OT); most other OT much lower than budgeted due
to mild winter

» Qutside of salaries for full and part-time staff and employee benefits
expenses the variance between budgeted and projected
expenditures is minimal — approximately $50,000

o Township is in the midst of revising all expenditure line items as

it goes through its initial budget meetings
\ 12



General Fund Expenditure Trends

= 2023 General Fund expenditure forecast is $1.7 million or 2.2% less
than the Adopted Budget

2023 2023
Adopted Forecast $ %

General Fund Expenditures Budget (July 2023) Variance Variance

Salaries $ 31,991,052 | $ 30,779,768 | $(1,211,284) -3.8%
Employee Benefits 12,217,467 11,753,753 (463,714) -3.8%
Materials & Operating Supplies 1,024,350 873,750 (150,600) -14.7%
Professional Technical Services 2,688,079 2,618,284 (69,795) -2.6%
Other Personal Services 802,856 736,050 (66,800) -8.3%
Contracted Services 1,664,960 1,633,760 (31,200) -1.9%
Rentals 329,400 304,400 (25,000) -7.6%
All Other Expenditures (Net) 21,298,491 21,313,928 15,437 0.1%
Other Compensation 3,688,260 3,988,899 300,639 8.2%
Total GF Expenditures 75,704,915 74,002,592 (1,702,323) -2.2%
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General Fund Expenditure Trends

= 2023 General Fund expenditure forecast is currently nearly $1.8
million or 2.4% higher than 2022 Actual

2023
2022 Forecast $ %

General Fund Expenditures Actual (July 2023) Variance Variance

Debt Service/Transfers Out $ 11,809,774 | $ 10,097,154 | $(1,712,620) -14.5%
Other (Refund) 263,667 20,000 (243,667) -92.4%
Materials & Operating Supplies 994,043 873,750 (120,293) -12.1%
All Other Expenditures (Net) 8,571,813 8,946,313 374,500 4.4%
Contracted Services 1,443,374 1,633,760 190,386 13.2%
Other Compensation 3,793,066 3,988,899 195,833 9.2%
Professional Technical Service 2,291,810 2,618,284 326,474 14.2%
Township Equipment Rental 2,370,320 2,770,346 400,026 16.9%
Employee Benefits 10,956,559 11,753,753 797,194 7.3%
Salaries 29,745,424 31,300,333 1,554,909 5.2%
Total GF Expenditures $ 72,239,850 | $ 74,002,592 [ $ 1,762,742 2.4%

|14



Updated General Fund
Financial Forecast
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Updated General Fund Financial Forecast

2023 2024 2025 2026 2027
General Fund (Million $) Forecast | Forecast | Forecast | Forecast | Forecast
Beginning Fund Balance - January 1st $ 244 |9$ 274|9$ 229($ 169($ 9.3
Revenues & Transfers In 77.1 72.9 73.5 74.2 74.7
Expenses & Transfers Out 74.0 77 .4 79.6 81.7 83.6
Surplus/(Deficit) 3.1 (4.5) (6.0) (7.6) (8.9)
Ending Fund Balance - December 31st $ 2741|%$ 229|%$ 169($ 9.315% 0.5
Ending FB (% of Operating Expenditures) 37.1% 29.6% 21.3% 11.4% 0.6%
Ending FB (% of Operating Expenditures) @ 18% |$ 13.3|¢$ 139|$ 143([$ 147]|$ 15.0
Ending FB (% of Operating Expenditures) @ 15% |[$ 11.1|¢$ 116|$ 119($ 123[|$ 125
Additional Funds needed to maintain 18% FB $ (14.1)]$ (9.0 $ (2.6) $ 541$ 146
Additional Funds needed to maintain 15% FB $ (16.3)$ (11.3)|$ (5.0) $ 291¢ 121

= Assumes no real estate tax increases through forecast period and
no further use of ARP $ to supplement the General Fund

= Structural deficit remains although revenue recovery has lessened
severity of projected deficits through forecast period

» Forecast still subject to significant variations; however, overall
financial position has strengthened




Updated General Fund Financial Forecast
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Updated General Fund Financial Forecast
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Equipment Fund
Trends and Forecast




Equipment Fund Trends

= Equipment Fund (EF) is an internal service fund that accounts for
operating and maintenance costs of over 1,000 vehicles and
equipment across all departments

o Each department pays a “rental” charge to the EF to fund the
EF’s operations and eventual replacement of equipment

o Since 2010 only 50% of the amount for replacement costs has
been contributed by the General Fund (other funds are at 100%)

o Township completed $2.0 million transfer from the General Fund
to the Equipment Fund in 2022

= The 2022 transfer has helped stabilize the Equipment Fund’s
financial position, but long-term trends are still concerning that have
the potential over time to deplete the EF reserves and erode its

long-term financial viability
\ 21



Equipment Fund Forecast

Equipment Fund financials have improved relative to last year’s
projections. While annual deficits exists, overall the current
projections show the EF to be relatively stable financially

Equipment Fund 2023 2024 2025 2026
Beginning Fund Balance 5,507,882 5,090,439 4,725,035 4,599,748
Revenues

Rental Rates 5,506,568 5,895,701 6,214,497 6,445,254
Other 387,566 418,117 413,680 394,253
Total Revenues 5,894,134 6,313,819 6,628,177 6,839,507
Expenditures

Personnel 981,150 1,052,150 1,090,860 1,132,404
Gas & Ol 825,250 835,350 864,134 889,825
All Other 1,005,177 1,091,723 1,148,469 1,197,553
New Vehicles/Equipment 3,500,000 3,700,000 3,650,000 3,800,000
Total Expenditures 6,311,577 6,679,223 6,753,463 7,019,782
Surplus/(Deficit) (417,443) (365,404) (125,287) (180,274)
Ending Fund Balance 5,090,439 4,725,035 4,599,748 4,419,474
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Equipment Fund Next Steps

= Due to the recent 2022 transfer from the General Fund, there is no
Immediate need to take any policy actions in relation to the
Equipment Fund

= QOver the next few years there is still the possibility the Township
will need to consider additional actions such as:

o Additional transfers from the Township’s General Fund to the
Equipment Fund

0 Begin to increase the General Fund rental charge from the 50%
level. As discussed last year, this could be done over several
years to smooth out the financial impact on General Fund
departments that have Equipment Fund rental charges

= Township staff will continue to monitor the Equipment Fund moving

forward and will return to the Board for policy guidance as needed
23



2024 Budget Calendar




2024 Budget Calendar

= Budget Workshop scheduled for September 6th

= Distribution of Proposed 2024 Budget and 2024-2029 Capital
Improvement Program scheduled for Friday, November 3rd

= November 8th Finance Committee Meeting presentation on the
Proposed Budget

= Public Hearings on Proposed Budget
o November 15th
o November 29th
= Adoption of 2024 Budget and 2024-2029 Capital Improvement
Program: December 13th (BOC regular meeting)

= Questions/comments from the Board of Commissioners 25



Equipment Fund Forecast

= Now with the inflationary pressures on vehicles and equipment,

significant cost increases to fuel and oil and rising prices for parts,
tires and other supplies the EF financial picture has worsened

Equipment Fund 2022 2023 2024 2025
Beginning Fund Balance 2,682,535 2,162,076 943,801 197,982
Revenues

Rental Rates 4,737,094 5,258,428 5,722,860 6,109,009
Other 126,977 280,127 283,789 285,465
Total Revenues 4,864,071 5,538,555 6,006,649 6,394,474
Expenditures

Personnel 1,062,739 1,103,242 1,141,308 1,173,599
Gas & QOil 818,400 840,970 861,994 883,544
All Other 1,153,391 1,212,618 1,249,166 1,290,821
New Vehicles/Equipment 2,350,000 3,600,000 3,500,000 3,400,000
Total Expenditures 5,384,530 6,756,830 6,752,468 6,747,965
Surplus/(Deficit) (520,459)| (1,218,275) (745,820) (353,491)
Ending Fund Balance 2,162,076 943,801 197,982 (155,509)
Variance to "Baseline" (745,348)| (1,704,173)| (3,256,585)| (4,763,998)
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Equipment Fund Trends

* The charts below illustrate the projected cost increases in the EF
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General Fund Financial Forecast Update

Annual Revenue and Expenditure Growth vs. Inflation
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Updated General Fund Financial Forecast

General Fund Revenue Forecast
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General Fund Revenue Trends

= Major Revenue Growth Assumptions:

o0 Real Estate Taxes — Steady growth projected for now

o0 Business Taxes — Showing continued strength

o Licenses & Permits — Modest growth although franchise fee

trend is down

o Parking — Limited in 2017; minimal growth afterwards

2016

General Fund Revenue Forecast 2017 2018 2019 2020

Real Estate Taxes - Current Year | $ 30,500,000 0.75% 0.50% 0.40% 0.30%
Business and Mercantile Taxes 11,700,000 1.00% 3.50% 2.50% 2.00%
Real Estate Transfer Tax 3,800,000 0.00% 2.50% 2.00% 2.00%
Building & Electrical Permits 2,500,000 -5.00% 2.50% 2.00% 2.00%
Local Services Tax 1,900,000 2.00% 2.00% 2.00% 2.00%
Franchise Fees 1,500,000 2.00% 2.00% 1.50% 1.50%
Parking Meters 1,250,000 0.00% 1.00% 1.00% 1.00%
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General Fund Revenue Trends

= 2019 General Fund revenue forecast is impacted by one-time
revenues in several categories

2019 (July 2019)
Adopted 2019 $ %
General Fund Revenue Budget Forecast Variance Variance
Reimbursed Expenses $ 226,500 | $ 2,150,000 [ $ 1,923,500 849.2%
Business & Mercantile Tax 11,225,000 12,750,000 1,525,000 13.6%
Real Estate Transfer Taxes 4,150,000 4,350,000 200,000 4 8%
Building and Electrical Permits 2,800,000 3,000,000 200,000 71%
Police Services 375,000 535,000 160,000 42 7%
PMHIC Refund 700,000 850,450 150,450 21.5%
All Other Revenues (Net) 10,742,400 10,842,750 100,350 0.9%
Real Estate Taxes - Current 31,170,000 31,050,000 (120,000) -0.4%
Local Services Tax 2,050,000 1,920,000 (130,000) -6.3%
Ordinance Violations 815,500 650,000 (165,500) -20.3%
Net Increase (Forecasted) $ 64,254,400 $ 68,098,200 | $ 3,843,800 6.0%
One-time Reimbursed Expenses - (2,000,000) - -
One-time Real Estate Transfer Taxes - (547,000) - -
Net Increase (Forecasted) $ 64,254400 (% 65,551,200 | $ 1,296,800 2.0%
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General Fund Expenditure Trends

2016 2016 %

Department Budget Year-to-Date Spent

Police $ 21,913,634 | $ 11,001,527 50.2%
Debt Service 10,207,732 7,691,464 75.3%
Public Works 8,763,944 4,542,787 51.8%
Libraries 4,334,786 2,051,542 47.3%
Parks & Recreation 3,451,662 1,514,282 43.9%
Other 3,125,392 1,477,126 47.3%
Building & Planning 3,169,972 1,492,709 47 1%
Fire 3,223,048 1,722,910 53.5%
Finance 2,032,057 1,206,064 59.4%
Information Services 1,534,661 872,308 56.8%
Parking 1,079,306 550,618 51.0%
Transfer Out 101,000 - 0.0%
Negative Appropriation (1,215,690) - -

GRAND TOTAL $ 61,721,504 | $ 34,123,338 55.3%
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General Fund Expenditure Trends

Other Key Issues and Assumptions:
= [abor contract negotiations
= |Level of Township services and staffing

= Township’s Triple A bond rating reaffirmed earlier this year —
continues to provide lowest possible borrowing costs for Township

o Assumes $2.0 million transfer from General Fund reserves to
Capital Projects Fund in fourth quarter

o New money borrowings (2017-2020) of $8.0 million annually
= Affordable Care Act (ACA) cost provisions

o Still excluded due to lack of regulatory clarity; however, “Cadillac
Tax” beginning in 2020 will be a significant cost to the Township
without further modifications to medical and prescription plans to
reduce annual invoiced cost of coverage |34



Updated General Fund Financial Forecast

= QOverall Summary:

o0 Moderate revenue growth of approximately 1.4% annually net
of one-time revenue

»Real estate taxes
»Business taxes

o Expenditure growth totaling 3.1% annually
»Payroll and employee benefit costs
»DeDbt service
» Other general cost increases

o How to best transition Lower Merion to a more structurally
balanced budget
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