TOWNSHIP OF DERRY
BOARD OF SUPERVISORS
PUBLIC MEETING MINUTES
OCTOBER 11, 2016 — 5:30 PM

CALL TO ORDER

Chairman Marc A. Moyer, called the October 10, 28Lblic Hearing of the Township of Derry Board
of Supervisors to order at 5:30 p.m. in the meetawgn of the Township of Derry Municipal Complex,
600 Clearwater Road, Hershey, PA. Aroll call wagormed after the Pledge of Allegiance.

IN ATTENDANCE:

SUPERVISORS ALSO PRESENT:

Marc A. Moyer, Chairman James N. Negley, Townshignisiger and Treasurer
John W. Foley, Jr., Vice Chairman Jill Henry, Asst Township Manager

Justin C. Engle, Secretary Jon A. Yost, TownshilcBor

Matthew A. Weir Julie Echterling, Recorder

Susan M. Cortrrived at 5:35

Attendance:

Charles Huth, Chuck Emerick, Brandon Williams, ThaenClark, Robert Piccolo, Lauren Zumbrun,
Terry Weinhold, Cheryl Lontz, Garth Warner, MatthBlandia, Barbara Ellis, Marie Sirkot, Zach
Jackson, Leslie Fuller, Timothy Roche, Brian Blattyslay Ziegler, Sandie & Carl Pharmza, Sandy
Cappelli, Sandy Ballard, William Thurman, Micheleahd Barb Miller.

INTRODUCTION:
Chairman Moyer stated this is a public meetingfi@rpurpose of discussing the Township’s multi-year
financial planning.

PRESENTATION

Mr. Gordon Mann, Public Finance Management GrolgMJ], stated PFM was hired in June to look at
the Township's financial situation. He spoke abiusifirm (PFM) and some of their recent clients
including Cumberland County and Derry Township Sxdtistrict. He spoke about three tools they
used for their review, which were cash flow praj@es$, annual budgets and multi-year plans. Hedtat
the goal of government is not to make money arglribeds to be kept in mind during these discussions

Multi-Year Planning
He explained a multi-year financial plan can hedgjk or attain a higher credit rating and lowerabst
of borrowing. Three questions need to be askek thise plans:
1. Structural position — Are we structurally balansedh that recurring revenue will continue to
meet recurring expense?
2. Sensitivity analysis — How would key changes in kagiables impact out projected financial
performance?
3. Community Goal — How well do our financial plangalwith our broader goals to make this an
attractive, high quality place to work and live?

He stated multi-year planning can be an extensidgheoComprehensive Plan. The Comprehensive
Plan, which was just updated this year, recommepdgécts and plans for the next 10 years. Multi-
year planning can outline strategies for fundingsthprojects.
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As part of the review, PFM built a financial plangimodel projecting the Township’s revenue and
expenditures in the General and Capital ProjectiBdior the next 10 years. He showed the Board an
excerpt from the Model Growth Rate Table. Thiddahowed the income sources and the expected
growth for the next five years. These levels amgeted to remain the same over the next fivesiear

Capital Funds

He spoke about how governmental accounting is lorolkevn into different funds. He explained the
General Fund is the operating fund for the dayap @perations. The Capital Project Fund is used to
acquire, build/improve facilities, infrastructum®éds, bridges, storm sewers) and vehicles. The
Township has spent $1.0-$3.5 million per year @s¢htype of projects. He showed the Board a graph
illustrating the amount of debt and projects frod®@2-2015.

He stated the 2016 Capital Project Fund containeddllowing items: $305,000 for special projects
(Cocoa Castle $275,000), $303,000 for vehicles l{Mforks $217,000), $210,000 for building repairs
and renovations (Library $110,000) and $202,00®@fber items. He stated the 2016 Capital Project
Fund budget was $2.9 million for 2016 which inclddd..9 million in debt services.

He stated the two methods of funding capital ptgjace pay-as-you-go and debt financing. He went
over the pros and cons and the ideal funding $itdibr each. He spoke about the ways to fund the
Capital Project fund which include intergovernmé@ounty, State, grants), Recycling Fund, Real
Estate Tax, and the General Fund transfers. Hedstlae portion of the real estate tax designaied f
debt repayment is not large enough to cover th&tiagidebt. Transfers from the General Fund are
needed to cover the shortage. He discussed aitahie presentation outlining the debt servicesusr
the debt tax receipts for 2013 to 2026. The tahtaved real estate tax receipts are about oneshtié
total debt services until 2023.

He reviewed the Capital Fund Baseline Projectior2fil6 to 2026. The projection made the following
assumptions: no changes would be made to thentuererates, no new debt and a consistent level of
spending on building repairs. The Township hasihesng its reserves to cover the annual deficits.
The forecasted projection shows the Fund Balarssrves depleted by 2020. These reserves could be
depleted faster if expenses were to increase.

General Fund

The general fund pays for most of the day to dagraions of the Township. It also makes
contributions to the employee’s pension fund. tétesl a few assumptions were made for the baseline
projections. PFM assumed there were no changie itax rates or on the type of activities that \dou
be taxed. He stated the baseline projectionsa@rprescriptions for what should happen with taxes,
wages or other decisions. These projections acerait predictions of what will happen. The anialys
helps answer questions to help understand the Topiasbility to fund new capital projects.

He discussed each of the revenue sources for thiesFop. For each of the revenue sources, he
discussed the projected growth for the next 10syeBelow are the revenue sources and their pegject
growth rates:

« EIT=2.5%
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* Real Estate Taxes =1%

* Occupation and LST taxes = 1% growth for both

* Amusement and Parking Taxes = 2% growth for both
* Service Charges = 1%

He discussed the top four expenditures for the Biwmn He discussed the method used for figurieg th
increase in expenses for each category. Belowhartop expenditures and their projected increase o
the next ten years:

* Wages = 3% increase

» Health Insurance = 10%

* Pensions=Police=.4% and Civilian 5.1%

* Vehicles =2%

He stated based on the current budget and prapscticcussed and listed above, the expenditurés wil
be higher than revenues starting in 2017 throud62@e stated these projections are based on gakin
no changes to the current operations or taxesdisteissed a chart outlining the General Fund’s ahnu
results. He stated the trending is going in thengrway (deficit). In 2012, there was a surplu$b
million in the general fund. In 2015, there isedict of $500,000.

He stated there are things that can be done taeéeliminate the deficit. The Township will hawe t
take corrective action to close the projected dsfand there are plenty of opportunities to devih
the 2017 budget process. The Township needs tessithe deficits in the General Fund first to
solidify its credit rating and will have to fundyafnext level” capital projects through an increase
real estate tax which generates revenue for th&al &pnd.

He stated addressing the General Fund deficiitisadrand doing so successfully will help the
Township. The General Fund transfers to Capitajeets exacerbates the deficit in the General Fund.
Further, the capital fund real estate tax, at tireemit millage level, isn't sufficient to cover siing debt
service. As a next step, PFM first recommends Bhinofficials discuss a strategy to close the
projected deficit in the General Fund. They reca@ndchSupervisors consider a tax increase in the
Capital Fund to bring revenues equal to existing dpending and then decide whether there are next
level projects that are a priority for funding Isguing new debt.

He showed the Board the Excel model they usechoptesentation. He showed the Board the baseline
data. He went over the growth rate assumptionstshde stated as they change the assumptions, the
model will change the projections. He went ovearagles of how to change the assumptions and what
it does to the overall numbers. He went over thpital Planning Module sheet. This sheet allows
projects to be added or deleted to calculate theage tax rates needed to balance the funds. dtist
projects can be added and the cost of financinigoeitalculated.

Chairman Moyer asked about reducing the healthramse expenses for the Township. Mr. Mann
stated the Township’s third party is better helpimg Township save on these expenses. Supervisor
Engle thanked Mr. Mann for the information and ediatthis is exactly what they needed. Chairman
Moyer echoed his comments.
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PUBLIC COMMENTS

Chairman Moyer asked if there were any public comisie There were no public comments.

ADJOURNMENT:
Chairman Moyer adjourned the public meeting at x383.

SUBMITTED BY:

Justin C. Engle
Township Secretary
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