pfm

Derry Township

Community Center Funding Analysis

July 23, 2019

Prepared by:
Scott Shearer, Managing Director
Benjamin Kapenstein, Senior Analyst

PFM Financial Advisors LLC 213 Market Street 717.232.2723
Suite 3 pfm.com
Harrisburg, PA 17101




2

Table of Contents

1. Community Center Options and Estimates

2. Capital Fund Projection Model

3. Taxpayer Impact

© PFM 2



2

Community Center Options & Estimates

® PFM has been tasked by Derry Township to provide an analysis based on estimates that explores the taxpayer

impact of funding the proposed Community Center through one of the various options being explored:

opiond | opiont

* $33,545,000 + $31,855,550 + $28,820,000 » $26,945,750 » $36,737,250

® Depending on timing and the option chosen, there are some costs (up to $6,000,000) that may be able to be

eliminated/deferred:
* Capital Campaign funds will reduce the borrowing required
* Some offsite improvements can be delayed

* Some of the funds have already been borrowed
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Capital Fund Projection Model DERRY

® In an effort to plan for the future and provide transparency to residents, the Township has asked PFM to update

its multi-year financial projection model to help guide decision making
* Projection model is a planning tool

* Model is flexible for stress testing different scenarios

® Specifically, we were asked to look at the effect on the Capital Fund of building the new Community Center

® The Township’s Capital Fund houses the following expenditure line items:

* Debt Service

* PayGo Capital Projects

® In order to fund Capital Fund expenses, tax millage is specifically assigned

* Current Capital Fund Tax Millage = 1.292 mills
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Capital Fund Projection Model

® The Capital Fund projections assume that available cash on hand is used to balance the budget in any deficit

years after the anticipated tax increase for 2020 (exception Option E)

® Things to remember about the model:
* The projections should be analyzed at least annually as facts and assumptions change
* The timing of capital projects will effect the annual performance of the Capital Fund
* The manner in which capital projects are funded will also effect the annual performance

* Financed vs. Paid in Cash
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Option A: $33,545,000 PROJECT COST
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Option A: $33,545,000 PROJECT COST

CAPITAL FUND FINANCIAL PROJECTION SUMMARY
OPTION A - $33,545,000 PROJECT COST FOR COMMUNITY CENTER

2018 2018 2019 2020 2021 2022 2023 2024 2025 2026
Budget Anticipated Budget Projected Projected Projected Projected Projected Projected Projected
Total Revenues $2,354,166  $3,808,051 $3,115,901 $3,680,982 $3,850,041 $4,604,475  $4,278,951 $4,242,859  $4,373,109  $4,425,681
Total Expenses $2,829,758 $3,756,525 $2,816,520 $3,056,617 $3,850,041 $4,604,475  $4,278,951 $4,181,999  $4,111,265  $4,039,086
Surplus (Deficit) ($475,592) $51,526 $299,380 $624,366 S0 S0 (S0) $60,860 $261,844 $386,594
FY Ending Capital Fund
Balance g-ap $254,891 $0 $299,380  $923,746  $818,885  $148,570 $0 $60,860 $322,704 $709,298
Complete | Anticipated
Tax Increases
0.00 0.00 0.30 0.25 0.00 0.00 0.00 0.00 0.00 0.00
Implemented/Planned
Annual Effect on Average
0 0 60 50 0 0 0 0 0 0
Homeowner ($200k AV) 2 2 > > 2 2 > 2 > >
© PFM
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Option A: $33,545,000 PROJECT COST
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PROJECTED CAPITAL FUND YEAR END FUND BALANCES

CAPITAL FUND TAX INCREASES

Total Tax Increases Implemented 0.30
Planned 2020 Tax Increase 0.25
Projected Future Increases Required 0.00
$923,746
$818,885
$148,570
$60,860
$0
2020 2021 2022 2023 2024

$322,704

2025

$709,298
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Option B: $31,855,550 PROJECT COST
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Option B: $31,855,550 PROJECT COST

CAPITAL FUND FINANCIAL PROJECTION SUMMARY
OPTION B - $31,855,550 PROJECT COST FOR COMMUNITY CENTER

2018 2018 2019 2020 2021 2022 2023 2024 2025 2026
Budget Anticipated Budget Projected Projected Projected Projected Projected Projected Projected
Total Revenues $2,354,166  $3,808,051 $3,115,901 $3,680,982 $3,815,141 $4,534,675  $4,209,151 $4,242,859 $4,373,109 $4,425,681
Total Expenses $2,829,758 $3,756,525 $2,816,520 $3,056,617 $3,815,141 $4,534,675 $4,209,151  $4,112,199  $4,041,465  $3,969,286
Surplus (Deficit) ($475,592) $51,526 $299,380 $624,366 S0 S0 S0 $130,660 $331,644 $456,394
FY Ending Capital Fund
Ba,a:c;ng splaTn $254,891 $0 $299,380  $923,746  $853,785  $253,270  $174,500 $305,160 $636,804  $1,093,198
Complete | Anticipated
Tax Increases
0.00 0.00 0.30 0.25 0.00 0.00 0.00 0.00 0.00 0.00
Implemented/Planned
Annual Effect on Average
0 0 60 50 0 0 0 0 0 0
Homeowner ($200k AV) ? ? 3 ? ? 2 ? ? ? ?
© PFM
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Option B: $31,855,550 PROJECT COST

PROJECTED CAPITAL FUND YEAR END FUND BALANCES

$3,000,000
CAPITAL FUND TAX INCREASES

$2,500,000 Total Tax Increases Implemented 0.30

Planned 2020 Tax Increase 0.25

Projected Future Increases Required 0.00
$2,000,000
$1,500,000

$1,093,198
$1,000,000 $923,746 $853,785
$636,804
$299,380 $253,270 $305,160
$500,000
$174,500
$0
2019 2020 2021 2022 2023 2024 2025 2026

($500,000)
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Option C: $28,820,000 PROJECT COST
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Option C: $28,820,000 PROJECT COST DERRY

CAPITAL FUND FINANCIAL PROJECTION SUMMARY
OPTION C - $28,820,000 PROJECT COST FOR COMMUNITY CENTER

2018 2018 2019 2020 2021 2022 2023 2024 2025 2026
Budget Anticipated Budget Projected Projected Projected Projected Projected Projected Projected

Total Revenues $2,354,166  $3,808,051 $3,115,901 $3,680,982 $3,752,541 4,409,475 $4,130,381  $4,242,859  $4,373,109 4,425,681
Total Expenses $2,829,758 $3,756,525 $2,816,520 $3,056,617 $3,752,541 S$4,409,475 $4,083,951  $3,986,999  $3,916,265  $3,844,086
Surplus (Deficit) (5475,592) $51,526 $299,380 $624,366 S0 S0 $46,430 $255,860 $456,844 $581,594

FY Ending Capital Fund

Balance $254,891 S0 $299,380 $923,746 $916,385 $441,070 $487,500 $743,360 $1,200,204  $1,781,798

Complete | Anticipated

Tax Increases

0.00 0.00 0.30 0.25 0.00 0.00 0.00 0.00 0.00 0.00
Implemented/Planned
Annual Effect on Average
0 0 60 50 0 0 0 0 0 0
Homeowner ($200k AV) ? ? ? ? ? 2 ? 2 ? ?
© PFM
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Option C: $28,820,000 PROJECT COST

PROJECTED CAPITAL FUND YEAR END FUND BALANCES

$3,000,000
$2 500,000 CAPITAL FUND TAX INCREASES
’ , Total Tax Increases Implemented 0.30
Planned 2020 Tax Increase 0.25
$2.000.000 Projected Future Increases Required 0.00 $1 y 78 1 y 798
$1,500,000 $1,200,204
$1,000,000 $923,746 $916,385 $743,360
$441,070
$299,380 $487,500
$500,000
$0
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($500,000)
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Option D: $26,945,750 PROJECT COST
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Option D: $26,945,750 PROJECT COST

Drm TOWNSHIP OF
m fﬂ um-o.\ml

CAPITAL FUND FINANCIAL PROJECTION SUMMARY
OPTION D - $26,945,750 PROJECT COST FOR COMMUNITY CENTER

2018 2018 2019 2020 2021 2022 2023 2024 2025 2026

Budget Anticipated Budget Projected Projected Projected Projected Projected Projected Projected
Total Revenues $2,354,166  $3,808,051 $3,115,901 $3,680,982 $3,745,179 $4,332,275 $4,130,381 $4,242,859 $4,373,109 $4,425,681
Total Expenses $2,829,758 S$3,756,525 $2,816,520 $3,056,617 $3,713,941 $4,332,275  $4,006,751 $3,909,799 $3,839,065 $3,766,886
Surplus (Deficit) ($475,592) $51,526 $299,380 $624,366 $31,238 S0 $123,630 $333,060 $534,044 $658,794
FY Ending Capital Fund
Balance gLap $254,891 SO $299,380 $923,746 $954,985 $556,870 $680,500 $1,013,560 $1,547,604 $2,206,398

Complete | Anticipated
Tax Increases 0.00 0.00 0.30 0.25 0.00 0.00 0.00 0.00 0.00 0.00
Implemented/Planned
Annual Effect on Average
0 0 60 50 0 0 0 0 0 0
Homeowner ($200k AV) ? ? ? 3 > ? 2 ? 2 >
© PFM
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Option D: $26,945,750 PROJECT COST

PROJECTED CAPITAL FUND YEAR END FUND BALANCES

$3,000,000
CAPITAL FUND TAX INCREASES
$2,500,000 Total Tax Increases Implemented 0.30 $2 , 206’398
Planned 2020 Tax Increase 0.25
Projected Future Increases Required 0.00
$2,000,000
$1,547,604
$1,500,000
$1,013,560
$954,985
$1,000,000 $923,746
$556,870
$680,500
$299,380
$500,000
$0
2019 2020 2021 2022 2023 2024 2025 2026
($500,000)
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Option E: $36,737,250 PROJECT COST
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Option E: $36,737,250 PROJECT COST

o~ CAPITAL FUND FINANCIAL PROJECTION SUMMARY &2
DERRY OPTION E - $36,737,250 PROJECT COST FOR COMMUNITY CENTER DERRY
2018 2018 2019 2020 2021 2022 2023 2024 2025 2026
Budget Anticipated Budget Projected Projected Projected Projected Projected Projected Projected
Total Revenues $2,354,166  $3,808,051 $3,115,901 $3,680,982 $3,916,141 $4,865,130  $4,411,151 $4,434,127 $4,569,509 $4,624,772
Total Expenses $2,829,758 $3,756,525 $2,816,520 $3,056,617 $3,916,141 $4,736,675  $4,411,151 $4,314,199 $4,243,465 $4,171,286
Surplus (Deficit) ($475,592) $51,526 $299,380 $624,366 S0 $128,455 ($0) $119,928 $326,044 $453,486
FY Ending Capital Fund
Bal a:c;ng sprtatrun $254,891 $0 $299,380  $923,746  $752,785  $128,454 (50) $119,928 $445,973 $899,459
Complete | Anticipated Additional
Tax |
ax ncreases 0.00 0.00 0.30 0.25 0.00 0.08 0.00 0.00 0.00 0.00
Implemented/Planned
Annual Effect on Average
0 0 60 50 0 16 0 0 0 0
Homeowner ($200k AV) 2 2 ? 2 > > 2 2 2 2
© PFM
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Option E: $36,737,250 PROJECT COST

PROJECTED CAPITAL FUND YEAR END FUND BALANCES

$3,000,000
CAPITAL FUND TAX INCREASES

$2,500,000 Total Tax Increases Implemented 0.30

Planned 2020 Tax Increase 0.25

$2 000.000 Projected Future Increases Required 0.08
$1,500,000

$899,459
$1,000,000 $923,746
$752,785
$299,380 $445,973
$500,000 $128,454 $119,928
($0)
$0
2019 2020 2021 2022 2023 2024 2025 2026

($500,000)
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Taxpayer Impact
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Effect of Capital Fund Tax Increases (Options A-D) D

® 2019 Millage Increase: 0.30 mills (Completed)

® 2020 Millage Increase: 0.25 mills (Anticipated) ‘

_ Assessed Value:
® Total: 0.55 mills

V.

$150,000 Effect of RE Tax*

Increases: $165
Effect of RE Tax* ‘ WV . ,

$500,000

Assessed Value:
$300,000 Effect of RE Tax*

Increases: $275

Assessed Value:

Increases: $83

/N

© PEM *Reflects additional amount of tax paid per year above what is currently paid by the same resident. 2
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Effect of Capital Fund Tax Increases (Option E) D

® 2019 Millage Increase: 0.30 mills (Completed)
® 2020 Millage Increase: 0.25 mills (Anticipated) ‘

: _ _ Assessed Value:
® 2022 Millage Increase: 0.08 mills (Projected) $500,000

® Total: 0.63 mills ‘

Assessed Value:
$300,000 Effect of RE Tax*

Increases: $315

Assessed Value:
$150,000 Effect of RE Tax*

Increases: $189
Effect of RE Tax* / . e

Increases: $95

/N

/N

© PEM *Reflects additional amount of tax paid per year above what is currently paid by the same resident. 23
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Conclusion

@® Township considering various options for Community Center

® Township is responsibly planning for the future with long range modeling

® Looking at short-term and long-term impact to residents

® Current projections show same Capital Fund tax impact to homeowners for Option A-D, with Option E

requiring an additional tax increase

* Another consideration is the Community Center’s operating impact (gain or loss) of each option that would be

experienced by the General Fund

* Currently being assessed by another consultant
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Disclosures

PFM is the marketing name for a group of affiliated companies providing a range of services. All services are provided through
separate agreements with each company. This material is for general information purposes only and is not intended to provide or
give a specific recommendation. Financial advisory services are provided by PFM Financial Advisors LLC and Public Financial
Management Inc. Both are registered municipal advisors with the Securities and Exchange Commission (SEC) and the Municipal
Securities Rulemaking Board (MSRB) under the Dodd-Frank Act of 2010. Investment advisory services are provided by PFM
Asset Management LLC which is registered with the SEC under the Investment Advisers Act of 1940. Additional applicable
regulatory information is available upon request. Swap advisory services are provided by PFM Swap Advisors LLC which is
registered as a municipal advisor with both the MSRB and SEC, a commodity trading advisor with the Commaodity Futures Trading
Commission, and a member of the National Futures Association. Consulting services are provided through PFM Group Consulting
LLC. PFM financial modeling platform for strategic forecasting is provided through PFM Solutions LLC. For more information
regarding PFM’s services or entities, please visit www.pfm.com.

The information and any analyses contained in this presentation are taken from, or based upon, information obtained from the
recipient or from publicly available sources, the completeness and accuracy of which has not been independently verified, and
cannot be assured by PFM. The information and any analyses in these materials reflect prevailing conditions and PFM’s views as
of this date, all of which are subject to change. To the extent projections and financial analyses are set forth herein, they may be
based on estimated financial performance prepared by or in consultation with the recipient and are intended only to suggest
reasonable ranges of results. Opinions, results, and data presented are not indicative of future performance. Actual rates may vary
based upon market conditions at the time of pricing. The printed presentation is incomplete without reference to the oral
presentation or other written materials that supplement it. To the extent permitted by applicable law, no employee or officer of
PFM’s financial advisory business, nor any of PFM’s affiliated companies, accept any liability whatsoever for any direct or
consequential loss arising from negligence or from any use of this presentation or its contents. Any municipal financial product or
financial strategy referenced may involve significant risks, including, but not limited to: market, interest rate, or credit risk, and may
not be suitable for all clients. The ultimate decision to proceed with any transaction rest solely with the client.
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http://www.pfm.com/
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