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Meet the Presenters

Branden Robbins, CPA is a partner at Reedy
Financial Group with over a decade of
experience in many facets of local
government finance and accounting. Branden
remains dedicated to the commitment of
building client and professional relationships
as well as understanding client goals and
most importantly, providing the most
advantageous results.
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Jerry Hickman, CPA is a partner at Reedy
Financial Group and is closing in on a decade
of experience in local government finance
and accounting. Jerry specializes in budget
preparation as well as operational and capital
planning that are tailored to each units'
goals, maximizing cash flow, fund flexibility,
and available resources.
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What Will We Be Discussing Today?

Unit-Wide Cash Flow Data and Best Practices

The Environment We Face Today
» What can we expect and what do we need to consider?

* Bringing it All Together with the Financial Plan &
Budgeting
» How do we navigate today and the future?
» Public Funds Management

Cash Flow Opportunities
Cash Flow Methods

* Closing Remarks
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Why Do We Need Cash

Reserves?

It is crucial to maintain good cash flow due
to the way local government funding
works

Municipalities typically receive the bulk of
revenue only twice per year in the form of
property tax distributions

There are monthly revenue sources, such
as Local Income Tax and charges for
services, but these are only secondary
revenue sources

Meanwhile, Counties should maintain
essential services year-round

Additionally, unforeseeable events
(COVID-19) happen
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County-Wide Days in Cash Reserves
(General Fund)

Days in Cash Reserves - County General Fund
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How Do We Get to the Green Line?

* Implement Government Finance Officers Association (“GFOA”) best
practices into your Long-Term Operating and Capital Improvement
Planning:

» Financial Policy
o Cash Reserves
o Tax Rate Planning
= Appeals, max Levy, income tax
o Goals
= Economic development/service levels/infrastructure
» Debt Policy

o Outlines specific practices regarding issuing new debt and
periodic reporting of outstanding debt

» Investment Policy

o Let constituents & investors know you are investing tax dollars
according to a sound financial plan & reporting the status
periodically
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The Environment We Face Today

* What can we expect and what
do we need to consider?
* Federal & State Funding
e Future Local Income Tax (LIT)
* Highway Funding
e Other Revenue Sources
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American Rescue Plan Act (“ARPA”)

* American Rescue Plan Act — Must be appropriated in its
own fund (#8950-8975) to spend on:

o Replacement of lost revenue
o Burden of proof is on the unit — 2019 base year

o Investment in water, sewer, and broadband
infrastructure

o Must be listed as a capital asset in the Capital Assets Ledger

Additional “Special Pay” for public safety personnel
o Direct response to health pandemic

o May also grant to private employers
o May “provide assistance” to private employers

May not be transferred out to other funds

* May not be spent on infrastructure outside of Utilities
other than the amount qualified for lost revenue
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ARPA Continued — Reporting Requirements

* Under 250K residents and receiving W S5M
in funding

* Interim Reports
e One-time report due by August 31%t, 2021
* Project & Expenditure Report

* 1treport due October 315, 2021
* 30 days after the end of each quarter thereafter

* Under 250K residents and receiving @ S5M
in funding
* Interim Reports
e One-time report due by August 31%t, 2021
* Project & Expenditure Report

* 1treport due October 315, 2021
* Annually thereafter

v
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READI Grant Funding

 READI Grant — Regional Economic Acceleration & Development
Initiative
o State to dedicate $500 million in regional development grants (READI)
= $50 million per region
o State expects 4:1 match from local and private funding
= 75% Local & Private/25% State
o State looking for substantial quality of life, opportunity, and development
projects
= |Infrastructure, workforce housing, blighted/vacant property revitalization, culture
= Project Timeline:
= May-July 2021 - Indiana communities define regions
= July-September 2021 — Regions develop strategic plans

= October-November 2021 — Committee reviews regional applications
= December 2021 - State finalizes funding decisions

This Photo by Unknown Author is licensed under CC BY-SA-NC
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Community Crossings Matching
Grant (“CCMG”) Through INDOT

» Who is eligible to apply? Indiana City, Town, and
County Governments

» Match percentages are as follows:
o Counties with a population of fewer than 50,000
will receive funds using a 75/25% match
o Counties with a population of greater than
50,000 will receive funds using a 50/50% match

» Qualified projects include road and bridge
preservation with ADA compliance in connection
with these projects. Material costs for chip
sealing and crack filling operations are also
eligible for funding

» INDOT sets the cap on the award amount —
currently SIM annually
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Local Income Tax (“LIT”) Environment

2021 Certified LIT Rates

e Maximum Expenditure Rate is

Highest Total LIT Rate 0
2.9000% 2.5000%

e Certified Shares, Public Safety, Economic

_ Development, and Jail are included within
’ this rate

% @@ @ @ @ e ‘ :1((((((((0

* Jail is capped at 0.2000%

* Property Tax Relief and Special
Average Total LIT Rate Purpose are outside of the

1.7816% Expenditure Rate
* Property Tax Relief is capped at 1.2500%

* Jail goes 100% to the County

Lowest Total LIT Rate ) S
0.5000% eedy Financial Group P.C.
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COVID Impact - LIT Pool - Timeline

What months typically make up the 2021 LIT Pool?
JUIY 1St, 2019 June 30th, 2020 period would be from

® July 15t to June 30,
With distribution in the

following years budget

Special Legislation

July 1%, 2019 2021 pool now encompasses 2 more months due to COVID August 315, 2020 extended the

processing deadline to
‘0 August 315t, 2020. This
| ] allowed 2021

distribution to include
two extra months of
collections

Sept. 1, 2020 2022 pool lost 2 months due to COVID  EERSSERTESTYE 2022 LIT distributions

lost July and August

+ 2020 collections.

Therefore, lowering
estimated LIT pools
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Historical LIT Trust Account Balances

$8,000,000 X X X 40%
LIT Supplemental Distributions are
5 000,000 received when a County’s LIT Trust 2504
o . Account Balance exceeds 15% -
In 2017 the required Trust Account
. 30%
$6,000,000 Balance for LIT Supp. Dist. changed
from 50% to 15%
25%
$5,000,000
20%
$4,000,000
......
$3,000,000
10%
$2,000,000
5%
$1,000,000
0%
s -5%
Many Units’ Trust Account Balances
$(1,000,000) went into the red following the ‘08 0%
Recession
$(2,000,000) -15%
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
= Cash Balance  $2,760,993 $2,391,535 $664,953 $(1,042,040) $636,896 $710,427 $1,973,722 $2,949,127 $4,174,425 $1,856,034 $1,920,616 $3,308,630 $5,928,860 $6,920,115
% Balance 25% 21% 5% -9% 6% 6% 17% 23% 32% 14% 10% 17% 30% 33%

== Cash Balance =% Balance
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Key LIT Takeaways

Indiana Code 6-3.6-9-15 states that LIT balances, in the County Trust,
exceeding 15% shall be distributed to units by June 1%

If the County’s Trust Account exceeds 15%, it is in good standing

We are not seeing growth in the LIT Pool for 2022
* Variables effecting a decline in LIT may be:
* The adjusted collection period for Income Taxes
* Unemployment
* No Stimulus
LIT is @ major source of revenue for our communities, which is why it
is important to gain an understanding of its complex distribution

calculation. MVH would be another prime example of a major
revenue source with a complex distribution calculation
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MVH Distribution Environment

Indiana - MVH Distributions - Actual and Projected

$34,036,235

$42,314,062

$47,205,924

$65,267,476

$555,556,608
$513,242,546 $490,289,133
$448,789,730
$388,635,229 |l $384,970,429

2015 Actual 2016 Actual 2017 Actual 2018 Actual 2019 Actual 2020 Actual 2021 Projected 2022 Projected

$521,520,374 $508,350,684
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Notes

Since 2018 local units
have experienced a
continued decline in
collections of Highway
Revenue

Budgets had to be built
on drastic revenue
reductions during 2020
and 2021 budget
seasons

Based on the DLGF
estimates, future
projections have
seemed to stabilize

DLGF used the lessor of
the prior 36 months or
prior 12 months

Though not up to 2018
revenues, local units
are estimated to
receive around 2019
amounts
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What happens when revenue declines?

When MVH Distributions decrease, that MVH Distributions VS. LIT

revenue loss needs to come from

somewhere

Typcal, i s done by alocating more

LIT to Highway 2021 22

Remember, as the allocation in one fund

grows, there s ess for other funds s
.. . 3,846,372

accordingly!

B MVH Dist. W LIT
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Other Constraints to Consider
as we Plan into the Future

e Charges for services should be
reviewed/monitored, and updated
accordingly

* Impacts to Property Taxes

* These impacts have been county specific to this
point

 Some counties are collecting normal amounts, and
some are significantly down

* The 6-Year Non-Farm Income Growth Factor at
4.3% for 2022 is higher than it has been in a few
years

* We must remain proactive in our ‘olanning
approach as what we do today will affect the
outcome of tomorrow!
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Planning for the Worst and Hoping for the Best

* While unforeseen circumstances will always exist, we
must continue to set goals and push forward with
planning in our communities by:

WORST CASE
SCENARIO

Maintaining or improving essential services (health
insurance, raises, new hires)

* Funding capital and economic development (asset
rotation, business development, infrastructure)

e Building up our bond rating (level-debt strategy,
policies & follow-through)

* Mitigating obstacles that arise (AV fluctuation, circuit
breaker, health/other emergencies)

* Proper planning allows for CONSISTENCY throughout
the Budgeting Process
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Where Does Your Unit Align with Circuit Breaker?

2021 Circuit Breaker by County

* The plot chart
represents % of
Circuit Breaker (“CB”)
for all 92 counties

» Avg.CB =6.4%
» Median =4.6%

High CB range =
crucial to have good
property tax planning
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Cl 'Cu |t Brea ker Data SpeC|f|C 2021 Circuit Breaker - All Counties
to Cou nties 14 Units 400K

35 Units $15.5M

What slice of the pie does your unit fall in?

e 16 High Circuit Breaker Counties make up
almost 65% of the total Circuit Breaker 27 Units $36M
impact for Indiana

13 Units $72.2M

* Remember high CB credit % forces reduced
spending if not managed

* Understanding your CB environment is a « High (20% - 30%) Mid-to-High (12% - 19%)
crucial factor in the decision-making Mid (5% - 11%) Low (1% - 4%)
process Very Low (< 1%)
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With a Strong Plan in Place, What Other Opportunities Does My
Unit Have to Generate Cash Flow?

* |s your unit utilizing Tax Increment Finance
(“TIF”) effectively?

* Are you properly leveraging debt to fund
capital needs?

e Re-establishment of rate driven funds

e Fund Flexibility

e |
NLEEERRERRR ARV AR NN WAL

Cash Flow and Public Funds Management — AIC Annual Conference

Reedy Financial Group P.C.
A

Real Experience. Real Solutions.



Other Cash Flow
Opportunities TIF

e Consider Your RDC in Your Cash
Flow Management

* Ex: Delay in County settlement
results in a deficiency in capital
needs

Potential Solution: Fund capital
needs with TIF (if eligible) or
utilize TIF cash flow & repay by
the end of the year

* TIF Margin

* In recent studies it has been
found that assessed value
generates more revenue through
utilization of TIF

 TIF Bond

 Commonly used for capital and
projects that mutually benefit
County and TIF Allocation Area

Cash Flow and Public Funds Management — AIC Annual Conference
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Re-establishment of
Rate Driven Funds

. $2,053,562,158
Rate Re-established

e Rate driven funds (Cumulative Funds)
do not grow with the State’s 6-year
growth factor

\50.0326
$0.0324
$1,955,520,439 \
$1,927,952,726 \

 Growth is instead based on an
individual units 3-year assessed
value (“AV”) growth

e If AV growth outpaces 3-year
average, then the property tax

rate will decrease N\ $0.0316
e To capture revenue growth, a
unit must re-establish its rate
$1,867,147,828
2018 2019 2020 2021 2022
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Fund Flexibility i

Allocation of Property Tax Levy

* During each budget season, shift the max levy amongst max levy
funds

Allocation of LIT Certified Shares

e Can be spent on any lawful purpose
e Code LIT Certified Shares where needed throughout the year

Shifting of Line Items

e During Budget season

 Shift Capital line items out of General to CCD or LIT Economic
Development

e Public Safety from General to LIT Public Safety

e Planned Cash Spenddowns

* Spenddowns happen, ensure adequate cash reserves and spend
accordingly

This Photo by Unknown Author is licensed under CC BY-NC-ND
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What About Debt Structure?

e Statute allows units to
levy amount necessary
to satisfy debt
obligations

» 2% Constitutional Debt
Limit (/C 36-1-15)
» How full is your glass?

Building Cor‘ooration
Lease Rentals and
Revenue Bonds are
outside the debt limit

Planning needed to
identify debt issuance
opportunities without
tax rate swings

Vs Debt Limit

Cash Flow and Public Funds Management — AIC Annual Conference
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What is the Best Cash Flow Method for My Unit?

e Actual cash flow models can vary
from unit to unit

* The following slides represent
various options that incorporate the
planning process as well as best
practices used every day
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Weighted Days of Cash on Hand

252 253

248

Weighted Average Model =

* The graph shows days of cash on hand -
weighted by fund type

e 2020 = 244 Days Cash Reserve

* Though Major operational funds are at 265 days,
weighing in the other funds cash balance and
spending, total days in cash is less

* This Method shows what each subcategory of
funds is contributing to the overall cash reserves

* As the Plan currently stands, cash is slowly
increasing into the near future

2019 Actual 2020 Actual 2021 Proj. 2022 Proj. 2023 Proj.
= Major Operating Funds Proprietary Funds
Capital Imp. Funds Other Funds
Overall Days of Cash

Reedy Financial Group P.C.
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Cash Management Model

2020 Actual

Ledger Data Cash and Spending Analysis Cash Reserve Goal Analysis
Surplus/ # of Days % Total Target Over/
Spending (Deficit) Ending Cash in Cash % Cash  Spending | Cash%  Target Cash (Under)
Major Operating Funds: $ 9,614,675 S(237,130) S 6,987,235 265 73% 91% 50% $4,807,338 $2,179,898
Proprietary Funds: $ 259,000 S (5094) $ 43,583 61 17% 2% 50% $ 129,500 $ (85,917)
Capital Improvement Funds: S 110,430 S 54,056 S 5,365 18 5% 1% 50% S 55215 S (49,850)
OtherFunds: S 630,455 S 310,231 S 48,356 28 8% 6% 50% S 315,228 S (266,872)
Grand Totals - 2020 Actual: $10,614,560 S 122,063 $ 7,084,539 244 67% 100% 50% $5,307,280 $1,777,259

* This chart allows for a unit to identify:
e Actual % and number of days in cash reserves by fund type
* Targeted cash reserve goals as well as tracking how close each category is to achieving its goals

« Additional spending, cash amount and budget surplus/(deficit) data by fund type
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Going One Layer Deeper...

Ok, You’ve Incorporated GFOA Best Practices into
Your Plan, considered all revenue constraints now
and in the future, outlined your budgeting goals for
operations and capital...

* Now, Use the Revenue and Expenditure Inputs in
Your Plan to Manage Cash Flow

e GFOA Recommendation = at least monthly cash
flow forecasting as represented in this graph

* Weekly/daily depending on complexity

Cash Flow and Public Funds Management — AIC Annual Conference
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Hitting the Mark

* Proper cash flow planning not only
allows for your unit to better
identify the ebbs and flows of cash
throughout the year, but also
provides a tool for:

* Elected officials to better
understand the financial landscape
entrusted to them

* An easily comprehendible tool for
communicating to your
constituents

e And ultimately allows you to
achieve your goals by hitting the
bullseye now and in the future
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Closing Remarks/Q & A

 Thank you for taking the time to
join us today!

* Please feel free to ask questions
and/or make comments
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