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The Woodlands Township

A An item regarding a residence homestead exemption will be
AYyOf dzZRSR 2y (UK 3 meedingdgeridd. LIQa |

A The considerations are numerous and the financial impacts tc
the Township are significant and lotgym if approved.

A Accordingly, comprehensive information has been prepared
analyzing the potential effects of a homestead exemption. In
addition, an overview of property taxation focusing on the
past five years is presented for the Township.
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EXECUTIVE SUMMARY




Executive Summary

A The Woodlands Township Board of Directors i
committed to providing higiuality, cost
effective services and amenities desired by the
taxpayers at the lowest possible property tax
levy while maintaining a balanced budget and
LINBASNIAY3I (KS O2YYda
position.



Executive Summary
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property taxes, (2) other sources of revenue, (3) services and amenities desired by the
residents, (4) debt obligations, and (5) reserve allocatiawe had favorable results for the
taxpayers and The Woodlands community

Significant tax relief has been provided to taxpayers in the form of lower tax rates, resulting
in $53.7 million less taxes paid since 2012 than if the rates had not been lowered.

CKS ¢2g¢yaKALIQAE LINPLISNIe GFE NXaoS KIFa 0SS
32.5 cents to 23.0 cents. This reduction far exceeds rate reductions by other local taxing

entities such as Montgomery County (3.53%) and Conroe ISD (1.2%). A partial list of loce
taxing entities and their property tax rates over the past five years can be found on page 2

Property tax revenue per capita has decreased from $393 in 2011 to $383 in 2017.

While the owner of an average valued home has experienced a 31.5% increase in Conroe
property taxes and a 27.8% increase in Montgomery County taxes since 2013, his or her
Township property tax bill hadecreasedy 4.0%. (see page 26)
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enhanced services and amenities, to preserve the natural environment, to address matter:
related to the aging of the community, and to keep up with rapid growth in the Township.



Executive Summary

I Outstanding debt per capita has declined from $1,137 to $675 over the past five years,
representing a decrease of 41%. Refinancing and early retirement of debt has saved
taxpayers approximately $6 million in interest expense.

i ¢CKS ¢2gyaKAL) Sy22ea SEOQOSftSyid ONBRAUG NI
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I The establishment and maintenance of a capital replacement reserve prevents the neecd
to finance the replacement of capital assets.

I The establishment of an incorporation reserve allows the Township to plan for its future;
If incorporation does not materialize, the funds can be redirected by the Board for other
purposes such as paying off debt.
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evidenced by the recent community survey wherein services were rated highly and 89%
of respondents were satisfied with the value of services for the taxes paid.

I The Township is in excellent financial condition and is well positioned to respond to
future challenges and opportunities as they arise.



Executive Summary

A While a residential homestead exemption is one option for providing property tax relief, its
effect should be weighed against other options such as lowering the property tax rate.

A lylfteara akKz2ga (0KFIG GKS ¢2gyaKALl . 21 NRQaA
¢ 2017 was more beneficial to taxpayers than granting a 5%, 10% or 20% homestead
exemption would have been.
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with a homestead exemption.
I A homestead exemption benefits only residential property owners. Commercial,
Industrial and rental properties are not eligible. This has the effect of shifting some of th
tax burden from one class of taxpayers to others. i
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the tax rate benefits all property owners who are participating in the local economy.

A The Township provides a higher level of services and amenities than most communities.
Careful consideration of the services and amenities desired by taxpayers should be taken int
account when making decisions that impact the revenue sources needed to fund them.



Executive Summary

A Board decisions regarding property taxation (such as the tax rate or exemptions) have
historically been made in tandem with all other budget factors during the annual budget
process.

A Making important financial decisions within this framework allows the Board to developa
comprehensiveF Ay I YOA L f_ LI Fy GKIF G [ Rémahdlangtém u KS_(
202SO0AQBSa YR O2yUAydzSa (2 YIAYyUlFAYy G0KS
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budget process, the Board must madgually important decisionsn other budget factors
such as alternate revenue sources, types and levels of services, community amenities, debt
management, and reserve allocations.

A These sources and uses of funds must all be prioritized and allocated in a manner that
produces a balanced budget which aligns with the needs and wants of the taxpayers.

A Information from the Community Survey completed in January 2017 indicates a strong

LI2aA0ADBS O2NNBTFGAZY 0S06SSY GKS . 2F NRQa
desired by the residents, and the value of services for the taxes paid.



Executive Summary

A In order for the Township to maintain a balanced budget, the loss in tax
revenue resulting from a homestead exemption would need to be offset by
similar amount elsewhere in the budget.

A Based on the adopted 2017 budget, the following budget adjustments woulk
be necessary:

V' 5% homestead exemption = $1.8 million annually ($9.0 million hydaeplan)

V' 10 % homestead exemption = $3.6 million annually ($18.0 million hydaeplan)
V 15% homestead exemption = $5.4 million annually ($27.0 million hydaeplan)
V

20% homestead exemption = $7.2 million annually ($36.0 million hydmeplan)



Executive Summary

A To offset the financial impact of a homestead exemption, one or more of the
following budget adjustments would be necessary to maintain a balanced
budget.

I Decrease operating and/or capital expenditures, which will impact the current level
of services and amenities being provided.

I Decrease allocations to reserves, which will impact funding available for the
projects or purposes aligned with the designated reserves (capital asset
replacements, economic development, incorporation).

I Increase projections for sales and use tax revenue. However, balancing the budge
by assuming a higher level of sales and use tax may not be prudent at this time
based on the recent flato-downward trend of this volatile revenue source,
particularly in retail sales which comprises over 50% of sales and use tax revenue.

I Increasing other revenue sources such as hotel tax, grant funds, program fees or
contract revenue is not a viable option as these revenues are used to fund principa
and interest payments on outstanding debt or the costs of specific services or
programs rather than general expenses.



Executive Summary

Other homestead exemption considerations:

A The Texas legislature is considering potentially major change:
to property taxation that may have an impact on the
¢26Yy aKALIQA 0 dzr adfition tbtlye RnpactoEa NJ
homestead exemption.

A Matters relating to the timing and costs of potential
Incorporation of the Township will likely have an impact on
UKS ¢2¢yakKALIQa 0dzRISU YR T



Executive Summary

The Board of Directors has an important responsibility to prioritize budget
objectives and allocate the resources necessary to achieve them. In that
context, decisions regarding a homestead exemption must be weighed
against decisions on a variety of other financial matters.

OTHER CONSIDERATIONS

Ability to reduce tax rate further

Decreasean services and/or amenities
Homestead Exemption Fundingof incorporation and other reserves
Shift of tax burden to businesses

Volatile sales tax and hotel tax revenues
Possible impact on credit rating

Unknown financial impacts of legislation



Next Steps

Any action regarding changes in the percentage homesteac
exemption must be taken by the governing body before July
1, 2017 per the Texas Property Tax Code.




Next Steps

A Options for taking action on the homestead exemption:

| Take action at an April, May or June Board meeting in order to meet the
July 1, 2017 deadline for the homestead exemption to go into effect for
the 2018 fiscal year.

I Consider a homestead exemption during the established budget process
cycle, which takes place Augusbeptember 2017. This option allows the
Board to fully analyze the significant financial impacts of the exemption on
the shortterm and longterm strategic goals of the Township and to
prioritize the exemption along with all of the other important components
of the 2018 budget and fivgear plan. Additionally, any financial impacts
from property taxrelated legislation would be known at this time. The
earliest date a homestead exemption would become effective under this
scenario is the 2019 fiscal year.



PROPERTY TAXATION




Property Tax

At NPLISNIie GFE O2YLINAAaASa | LILINEEA
fevenue sources.

Balance/ Other
Reserves e ome Sales & Use Tax $49,207,109
0,
E° i PropertyTax 44,593 740
Grants/
Contribution Program Revenue 8,961,000
6%
. Salfa& Use Hotel Tax 8,200,026
X
OC<311_JpanCy 38% Grants 8,131,028
ax
e Property Reserve/Fund Balance 6,388,214
Tax
Program 34% Other Income 5,013,182
Revenue -
7% Total $130,494,299



Property Tax Components

Appraised
Values

PROPERTY TA)

REVENUE Property Tax
Rate

Exemptions
and
Abatements




Property Tax

A Property tax revenue is impacted by:

U Appraised property values (determined by appraisal
districts)

U Exemptions (determined by statute or the taxing entity)

X Property tax rate (determined by the taxing entity)

X The following slides illustrate how The Township has
successfully focused on thiax rate componentof

property taxation in order to lower tax payments for
residential and commercial property owners.




Property Tax

A As taxable property values rose during fiscal
years 2012; 2017 from $12.6 billion to $19.5
billion, the Township lowered Iits tax rate
from 32.5 cents to 23.0 cents, a reduction of
9.5 cents, or 29.2%.



The Woodlands Township
Taxable Property Values FY 2042017

$25.0
$18.4 $19.5

20.0
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2012 2013 2014 2015 2016 2017

| 2013 | 2014 2015 2016|2017

Increase- revaluation 4.2% 7.5% 8.0% 8.8% 4.9% 33.4%
Increase- new property 1.3% 1.5% 4.4% 4.1% 1.0% 12.3%

BILLIONS




The Woodlands Township
Property Tax Rates

32.8¢ 32.74¢ 32.5¢ 31.73¢

29.4¢
I I I I I i 23¢ 23¢

FY 2010 FY 2011 FY 2012 FY 2013 FY 2014 FY 2015 FY 2016 FY 2017




Comparison of Property Tax Rates

Rate % Rate
FY 2013 | FY2014 | FY2015 | FY2016 | FY2017 | Reduction | Reduction
since 2013 | since 2013

The Woodlands Township 0.3173 0.2940 0.2500 0.2300 0.2300 (0.0873) (27.51%)

Shenandoah 0.3137 0.2664 0.2404 0.2399 0.2295 (0.0842) (26.84%)
Oak Ridge North 0.5744 0.5244 0.4822 0.4598 0.4509 (0.1235) (21.50%)
Lone Star College 0.1198 0.1160 0.1081 0.1079 0.1078 (0.0120) (10.02%)
MCHD 0.0729 0.0727 0.0725 0.0710 0.0665 (0.0064) (8.78%)
Houston 0.63875 0.63875 0.63108 0.60112 0.58642  (0.05233) (8.19%)
MontgomeryCounty 0.4838 0.4838 0.4767 0.4767 0.4667 (0.0171) (3.53%)
Magnolia 0.4786 0.4786 0.4629 0.4629 0.4629 (0.1570) (3.28%)
Tomball ISD 1.3600 1.3600 1.3600 1.3400 1.3400 (0.0200) (1.47%)
MagnolialSD 1.3995 1.3995 1.3895 1.3795 1.3795 (0.0200) (1.43%)
ConroelSD 1.2900 1.2850 1.2800 1.2800 1.2800 (0.0100) (0.78%)

Conroe 0.4200  0.4200 0.4200 0.4200 0.4175  (0.0025) (0.60%)




What does this mean for Township taxpayers?

A Lower tax rates have resulted in $53.7 million less taxe
paid by property owners over the last five years than if
the tax rate had been maintained at the 2012 rate of
32.5 cents.

A While an average priced home in the Township has
Increased 38% in taxable value since 2012, the Board
Directors has lowered the tax rate so that this
homeowner Is paying less in Township property tax
than five years ago. (see chart on following page)



Taxable Property Value antibwnship Property Tarn an
Average Price Home in The Woodlands Township

mm Property Valuation

Township Property Tax on Average Price Home $446,713
$425,846
$1,070 $1,065 $391 403
$1,051 .
362,410
: $979 $979 $1,027
$337 126 g

$323,537 '

FY 2012 FY 2013 FY 2014 FY 2015 FY 2016 FY 2017



Property Tax

A Although most taxpayers have experienced lower tax bills
from the Township, they have seen th&atal property tax
bills increase due to the tax impacts of other taxing entities.

Taxing Entity % of PropertyTax Increase/(Decrease) on Averag
Value Home in The Township (202817)
ConroelSD 31.5%
Montgomery County 27.8%
Montgomery Co. Hospital Distric 20.7%
Lone Star College District 19.3%
The Woodlands Township (4.0%)



Property Tax by Taxing Entity on Average Price Home in The Woodlands Town

FY 2013 Total Tax FY 2014 Total Tax FY 2015 Total Tax FY 2016 Totalax FY 2017 Total Tax

$7,699 $8,160 $8,561 $9,222 $9,609
$5,451 $5,718
$5,010
$4,657
$4,349
$2,030 $2,085
$1,866 ' :
$1,753 ’ -®
$1,631 B —@-
$P,070 $1,065 $979 $979
$1,027
$604 $.420 $4é% $4%9 $4§
$246 $263 $284 $302 $297
Township -e~Lone Star College®@-Hospital District

Conroe ISD-e~-Montgomery County



Property Tax
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$393 to $383 over the past six years.

Property Tax Revenue Per Capita
500.00

$393 $391 $392 $391
400.00 $365 $369 $383
300.00
200.00

100.00

0.00

2011 2012 2013 2014 2015 2016 2017




Property Tax Rate Reduction vs Homestead Exemptic

A While a residential homestead exemption is one option for providing property tax

relief, its effect should be weighed against other options such as lowering the
property tax rate.

Alylfeara akKz2¢ga OGKIFIG 0KS . 21 NRQa T2 0dz

2014¢ 2017 was more beneficial to taxpayers than granting a homestead
exemption would have been.

Property Tax Paid on Average Price Home
TR 2014 2019 F201g Y2017 Tota
Actual Property Tax $1,065 $979 $979 $1,027 $4,050
Tax with 5% Homestead* $1,092 $1,180 $1,284 $1,347 $4,903
Taxwith 10% Homestead* $1,035 $1,118 $1,216 $1,276 $4,645
Tax with 20% Homestead* $920 $994 $1,081 $1,134 $4,129

* Assumes FY2013 tax rate of 31.73 cents is maintained




Property Tax Rate Reduction vs Homestead Exemptic
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before proceeding with a homestead exemption.

I While a homestead exemption would benefit most residential
property owners, the owners of commercial, industrial and rental
properties would not qualify for the exemption and therefore would
not receive a similar benefit.

I Homestead exemptions have the effect of shifting some of the tax
burden from residential properties to rental, commercial and
Industrial properties.

i Ly O2yuUN)Xaldz O0UKS ¢2gyakKALIQa [ L

burden by decreasing the tax rate benefits all property owners who
are participating in the local economy.



RESIDENCE HOMESTEAD
and
OTHER EXEMPTIONS



Property Tax Exemptions

A Although the Township has favored lower tax rates in lieu of
property tax exemptions, state law provides that certain
exemptions may be granted voluntarily by taxing entities.

U Residence Homestead exemption in a percentage amount not t
exceed 20%, with a minimum exemption amount of $5,000.

U Age 65 or Older or Disabled Persons exemption in a minimum
amount of $3,000.

U Disabled Veterans exemption is determined according to
percentage of serviceonnected disability.



Property Tax Exemptions

A Since 2011, the Township has granted an Age 65 or Older or
Disabled Persons exemption of $25,000.

A This exemption has resulted in $2.4 million of property tax savings
to qualifying taxpayers since it was implemented.

A For FY 2017, the exemption totaled $392,645 based on $170.7
million of exempt property value.

A Each additional $10,000 granted for an Age 65 or Older or Disable
Persons exemption would result in an approximate $159,200
decrease in annual revenue for the Township based on FY 2017
property values and tax rate.



Homestead Exemption

A The Township provides a higher level of services and amenities than most communities.
Careful consideration of the services and amenities desired by taxpayers should be taken int
account when making decisions that impact the revenue sources needed to fund them.

A In order for the Township to maintain a balanced budget, the loss in tax revenue resulting fro
a homestead exemption would need to be offset by a similar amount elsewhere in the budge

A Based on the adopted 2017 budget, the following annual budget adjustments would be
necessary:

V 5% homestead exemption = $1.8 million

V 10% homestead exemption = $3.6 million

V 15% homestead exemption = $5.4 million

V 20% homestead exemption = $7.2 million

A Please note that these figures represent the required annual adjustment and would need to |
repeated each subsequent year since the impact of a homestead exemption is ongoing.



Impact of Homestead Exemptions on Funding
Budgets Adopted for years 20132017

Budget % of Budget % of Budget % of
Funding General Funding General Funding General
Shortfall Fund Shortfall Fund Shortfall Fund

with 5% Operating | with 10% | Operating | with 20% | Operating
Homestead| Budget | Homestead| Budget | Homestead| Budget

2013 $1.6m) 2.2%  ($3.3m) 45%  ($6.6m)  9.0%
2014 $1.6m) 1.9%  ($3.3m) 4.0%  ($6.6m)  8.0%
2015 $1.6m)  1.7%  ($3.3m) 35%  ($6.4m)  6.8%
2016 $17m)  1.7%  ($34m) 3.4%  ($6.7m)  6.7%

2017 $1.8m) 19%  ($3.6m) 3.7%  ($7.2m)  7.4%




Homestead Exemption

A. I aSR 2y HnamMT LINPLISNIé oI fd
rate generates approximately $2.0 million in tax revenue. TF
following chart shows the equivalent property tax rate
reduction for various levels of homestead exemptions:

Homestead Exemption % | Equivalent Tax Rate Reductic

5% 0.9 cents
10% 1.8 cents
15% 2.7 cents
20% 3.6 cents



Homestead Exemption

Please reference Appendix A (pages 60) for
detailed data and analysis regarding homestead
exemptions in the amounts of 5%, 10% and 20%.




IMPACT OF
HOMESTEAD EXEMPTION
ON OTHER BUDGET FACTOI



The Woodlands Township

A Board decisions regarding property tax (such as the ta
rate or exemptions) have historically been made in

tandem with all other budget factors during the annual
budget process.

A Making important financial decisions within this
framework allows the Board to develop a
comprehensivdinancial plan that addresses the needs
and wants of the community and continues to maintain
0 KS ¢2¢6yaKALIQa SEOStf Syl




The Woodlands Township

A Although decisions regarding property taxation are a central
OQYLJQ)/S)/U 2T UKS ¢2gyaKALIQa o0 d
equally important decision@n other budget factors such as
alternate revenue sources, types and levels of services, community
amenities, debt management, and reserve allocations.

A These sources and uses of funds must all be prioritized and
allocated in a manner that produces a balanced budget which align
with the needs and wants of the taxpayers.

A The interrelationship between the various budget factors is
lllustrated on the following page.



Budget Factors
(Sources and Uses of Funds)

PROPERTY TAK
REVENUE

Reserves
AOperating
——————————————— > Acapital
AEconomic Development
Aincorporation / Other

I
I
I
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IS the Township prioritizing Its various
sources and uses of funds appropriately?

A One of the most important tools the Board uses to
determine Iif sources and uses of budget funds are
being prioritized and allocated appropriately Is the
Community Survey.

A The following Information from the Community Survey
completed in January 2017 indicates a strong positive
OQNNBEIU@%V GSUﬂ§§{ uKS
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Quality of Local Government
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Township Services
Given High Marks




Public Safety services important
to residents

considered

important



Value of Services for Taxes Paid

2014

o) 2016
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Budget Factors

A The following slides (pages 4%0) provide a
ONAST 2U0SNIIASSE 2F K2«
budget factors are related to the decision to
grant a homestead exemption.




Budget Factors

Sales Tax,Hotel Tdx 5 Services and
& Other Revenues Amenities
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Reserves
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financial plan and strong fiscal health.

A The Board has established reserve accounts to provide funding for
unanticipated opportunities and contingencies, replace aging
capital assets, facilitate a favorable credit rating, and help fund
future services, projects and amenities as they are approved:

V Operating Reserve

\/ Capital Asset Replacement Reserve
\VV Economic Development Reserve

V Incorporation Reserve

V Road and Bridge Fund



Reserves

A The operating, capital asset replacement, and economic
development reserves have a dedicated annual funding
source in the budget.

A The newly created incorporation reserve and road and
bridge fund were funded only for 2017; funding for years
beyond 2017 was not identified in the fhyear plan.

ACKS . 2FNRQa loAfAGe G2 Ff €
these reserves may be negatively impacted by a loss in
revenue resulting from a homestead exemption.



Budget Factors

Sales Tax,Hotel Tdx 5 Services and
& Other Revenues Amenities
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Debt Management

A The 2017 budget includes capacity for additional debt service to finance
certain major capital projects that have been requested by taxpayers and
are currently under consideration by the Board.

A If financing of these projects is pursued (and even if it is not), credit rating
| EIS)/O)\Sa gAtt tA]Ste 0S NBODASGAY=
property taxation closely as property tax is considered the most stable
source of income. This is particularly true given the current environment
of volatile sales tax and hotel tax collections, which have historically
O2YUNROGIzGSR G2 F €1 NE S LISNOSy il 3 S
sources.
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that produces less property tax revenue and instead relies on volatile
sales and hotel tax collections to pay for services.



Budget Factors
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Sales and Use Tax, Hotel Tax and Other Revenues

A Retail sales tax has historically made up 580p:"c 2 F (0 KS ¢2gy aK)
and use tax revenue and has grown on average by 8% annually. However, recent
trends have not been as favorable. Sales tax was flat from @086 and is
trending down by 2.2% for the first quarter of 2017.

A Use tax generated by construction, manufacturing and leasing activities has
decreased significantly in the past year as development of Hughes Landing,
Creekside Park commercial areas, and major projects in the Town Center have
been completed.

A Hotel tax, grant funds, program fees and contract revenue should not be relied
upon as a means to offset decreased property tax revenue as these revenue
sources are used for specific purposes rather than to fund general expenses.

A Current conditions do not indicate that increases in sales and use tax revenue will
be significant enough to offset the annual loss in property tax revenue resulting
from a homestead exemption.



Budget Factors

Sales Tax, Hotel Teé
& Other Revenues

N
I
|
| Taxable PROPERTY TAX Property |
: Property REVENUE F 1 Tax Rate :
| Value |
I I
I I
v v
Reserves
Debt Management AOperating
Plan <——————————————= > Acapital
AEconomic Development
Aincorporation / Other




Services and Amenities
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with those services most important to and most highly rated by the residents in
the recent Community Survey.

V Public Safety (fire department and law enforcement)

V Parks and Recreation (operations and capital)

V Community Services (garbage collection, streetscape maintenance, street lighting)
V Transportation

A Together, these budget components make up approximately 70% of expenses.

A An additional 15% of total expenses is related to contractual obligations primarily
for debt service, the Economic Development Zones, and the Regional Participatiol
Agreements. These expenses cannot be adjusted.

A Therefore, cuts to the budget to offset decreased revenue resulting from a
homestead exemption will likely impact some of the services and amenities
deemed important and rated highly by the residents.



The Woodlands Township
Fiscal Year 2017 Uses of Funds

CVvB/Comm
Rel
3%
Capital
Outlay
5%

Debt Service
6%
General »

Government
7%

EDZ/Other
6%

Fire
Department

Parks and

Reserve/
Fund Balance
7%

Transportatio
n [PERCENTAGE
11% ]

Fire Department

Parks

Community Services
Law Enforcement
Transportation
Reserve/Fund Balance
General Government
Debt Service

Capital Outlay
CVB/Communityrelations
EDZ/Other

Total

19,457,781
14,531,147
15,062,371
14,486,512
9,328,034
9,152,840
7,903,798
7,173,050
4,180,742
7,174,615

$130,494,299

5

$22,043,409

7




Services and Amenities
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revenue on an ongoing, yeafter-year basis, the
corresponding adjustments to balance the budget must also
have an ongoing, yeafter-year effect. These budget
adjustments would likely be made to operating expenses
and/or allocations to reserves.

A A capital project generally impacts budget funding for only a
single year and is therefore not effective in neutralizing the
ongoing effect of a homestead exemption on tax revenues. In
order to offset a reduction in annual tax revenue, capital
projects would need to be eliminated (not just deferred) In
SIFOK &SI N 27T atdrscapitadl plaha KA LIQa



Services and Amenities

A A graph illustrating operating expenses per capita
(adjusted for inflation) is shown on the following page.

A Per capita expenses have increased on average by 2.5%
annually over the past five years.

ALYONBI aSa 02 GKS ¢2gyakKAaLl
managed by the Board to achieve goals related to:

i wWSaLR2yRAY3I RANBOuUté& 102 NBaAR:
and amenities

I Preserving the natural environment

I Addressing matters involving aging of the community
I Keeping up with residential and commercial growth



The Woodlands Township

General Fund Operating Expenses Per Capita
adjusted for inflation
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Increases in operating expenses per capita are due primarily to:
Enhanced public safety services
Enhanced streetscape and community maintenance
Forestry management
Covenant enforcement staffing and other costs to address increasing applications and matters related to aging nedgborhoo

Increases in certain expenditures that are directly offset by related increases in revenue (for example, Regiopatiéartici
Agreement payments and events admission tax payments)
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APPENDIX A:

HOMESTEAD EXEMPTION
ANALY SIS



Residence Homestead Exemption

A Various scenarios regarding homestead exemptions for fiscal years 204RL7 have
been prepared as outlined below and shown on the following pages:

\/ Scenarios A, B, and C:

A homestead exemption of 5%, 10% or 20% s graintéeu ofa reduction to the
tax rate (the FY 2013 tax rate of 31.73 cents is maintained for yearsZ14.

\/ Scenarios D, E, and F:

The financial impact of a 5%, 10% or 20% homestead exemption is offset by
higher property tax rates in order to generate the same amount of property tax
revenue necessary to fund the budgets that were adopted in years 2203 7.

\/ Scenarios G, H, and I;

A 5%, 10% or 20% homestead exemption is combined with the actual tax rates
that were adopted by the Township for fiscal years 2@2®17. These scenarios
generate less revenue than necessary to fund the adopted budgets.




Residence Homestead Exemptiamlieu of
Reduction to the Tax Rate

The following pages contain charts showing the tax impacts on residential and
commercial properties as outlined below:

U Scenario A
5% Homestead Exemption
Fiscal year 2013 tax rate of 31.73 cents is maintained for years ¢Z201/.

U Scenario B
10% Homestead Exemption
Fiscal year 2013 tax rate of 31.73 cents is maintained for years22157.

U Scenario C
20% Homestead Exemption
Fiscal year 2013 tax rate of 31.73 cents is maintained for years ¢2Z01/.




Residence Homestead Exemption

A Scenarios A, B andilltistrate thatil KS ¢ 2 gy a KA
focus on lowering the tax rates over fiscal years 2014
2017 was more beneficial to taxpayers than granting a
5%, 10% or 20% homestead exemption.

Property Tax Paid on Average Price Home
TR 2014 2019 F201g Y2017 Tota
Actual Property Tax $1,065 $979 $979 $1,027 $4,050
Tax with 5% Homestead* $1,092 $1,180 $1,284 $1,347 $4,903
Taxwith 10% Homestead* $1,035 $1,118 $1,216 $1,276 $4,645
Tax with 20% Homestead* $920 $994 $1,081 $1,134 $4,129

* Assumes FY2013 tax rate of 31.73 cents is maintained




~ Scenario AActual Township Property Tax on an Average Price Home
compared toEstimated Tax assumirgfo Homestead Exemptioand
YIAYUFIAYyAy3 C, Hnmo ¢l E wlkaS 2

—Value of Average Price Home —Actual Property Tax Estimated Property Tax

$1,180 $1,284 _ %1,347

$1.070 $1,092

$1,027

$1.016 $1,065 %979 $979

$337,126 $362,410 $391,403 $425,846 $446,713

2013 2014 2015 2016 2017




Scenario BActual Township Property Tax on an Average Price Homg
compared toEstimated Tax assumintD% Homestead Exempticemnad
YIAYUFIAYyAy3 C., Hnmo ¢l E wlkiaS 2

—Value of Average Price Home —Actual Property Tax Estimated Property Tax

$1,070 $1.065 $1,118 $1,216 T%1,276

$1,027

- 3979 $9/79
$963 $1,035 ki

$337,126 $362,410 $391,403 $425,846 $446,713

2013 2014 2015 2016 2017
66




Scenario CActual Township Property Tax on an Average Price Home
compared toEstimated Tax assumirg0D% Homestead Exempticenad

YEAYGlFrAYyAy3 C.

—Value of Average Price Home —Actual Property Tax

$1,07O $1,065

¢l E wlioS 2
Estimated Property Tax
$1,134

H/1MO

$994 $1,081

920
$856 y

$337,126 $362,410

$1,027
$979 $979

$391,403 $425,846 $446,713

2013 2014

2015 2016 2017



Scenarios A, B and Actual Township Property Tax on Average
Commercial Taxable Valueompared toEstimated Tax assuming
WSAARSYUAIf 1 2YSad0SFR YR YI A

= Property Valuation = ——Actual Property Tax Estimated Property Tax

$4,435,200 01

$4,200,000

$13.327 $14,073 $14,650

$10,500 $10,201 $10,619

Note: Commercial properties are not eligible for residential homestead exemptions.




Residence Homestead Exemptisoffset byHigher Tax Rates In
order to Generate Same Level of Property Tax Revenue Necesséa
to Fund Adopted Budgets

The following pages contain charts showing the tax impacts on residential and
commercial properties as outlined below:

U Scenario D

5% Homestead Exemption
Adjust tax rates as necessary to generate sufficient revenue to fund adopted annual bud

U Scenario E
10% Homestead Exemption
Adjust tax rates as necessary to generate sufficient revenue to fund adopted annual bud

U Scenario F
20% Homestead Exemption
Adjust tax rates as necessary to generate sufficient revenue to fund adopted annual bud




Residence Homestead Exemption

A Scenarios D, E andllastrate the impacts that a 5%, 10% or 20%
K2YSailiSIR SESYLIiA2Yy ¢2dAZ R KI @S KI
rates assuming the same level of tax revenue was needed to fund service
YR FYSYAGASE a 2NAIAYyLIiteée ARSYL
These scenarios also illustrate the shift of tax burden from residential
properties to commercial properties.

FY 201 € Property Tax on Average FY 201¢ Property Tax on Average

$1.050 Residential Property $13.000 Commercial Property
$12,000
$1,000 $11,000

i =01 1§
$950 $9,000
Actual 5% 10% 20% Actual 5% 10% 20%
Homestead Homestead Homestead Homestead Homestead Homestead



Scenario D:Adopted Property Tax Rateompared toTax Rate
Required to Generate Same Level of Property Tax Necessary

Fund Adopted Budget assumirii$ Homestead Exemption

$0.3303
$0.3061

$0.3173 e IR $0.2395 $0.2395
$0.250

$0.230 $0.230

—Adopted Tax Rate Rate Required to Generate Same Revenue with 5% Homeste

2013 2014 PAONRS 2016 2017




Scenario DActual Township Property Tax on an Average Price Home
compared toEstimated Tax assumirsfo Homestead Exemptioand
Adjusting Tax Rates to Generate Same Level of Property Tax Reve

—Value of Average Price Home—Actual Property Tax Property Tax with 5% Homestead

$1,070 $1,065

$1,027
$1,058 $1,054 $979 $979/ $1 016

T $969 $969
$337,126 $362,410 $391,403 $425,846 $446,713

2013 2014 2015 2016 2017




Scenario EAdopted Property Tax Rate Tax Rate
Required to Generate Same Level of Property Tax Necessary

Fund Adopted Budget assumiri% Homestead Exemption

0.3445
& $0.3192
- $0.2714

$0.3173 mﬁ\ $0.2497 $0.2497

$0.250

$0.230 $0.230

—Adopted Tax Rate = Rate Required to Generate Same Revenue with 10% Homestt

2013 2014 2015 2016 2017




Scenario EActual Township Property Tax on an Average Price Hom
compared toEstimated Tax assumintD% Homestead Exempticand
Adjusting Tax Rates to Generate Same Level of Property Tax Reve

—Value of Average Price Home—Actual Property Tax Property Tax with 10% Homestead

$1,027

$1,070 $1,065

$1,045 $1,041

$1,004

$956

$337,126 $362,410 $391,403 $425,846 $446,713

2013 2014 2015 2016 2017




Scenario F/Adopted Property Tax Rateompared toTax Rate
Required to Generate Same Level of Property Tax Necessary

Fund Adopted Budget assumirtP% Homestead Exemption

0.37
o $0.3492

$0.2969
i $0.2732 $0.2732

$0.3173 ——
$0.294

$0.250 $0.230 $0.230

—Adopted Tax Rate  Rate Required to Generate Same Revenue with 20% Homestt

2013 2014 2015 2016 2017




Scenario FActual Township Property Tax on an Average Price Hom
compared toEstimated Tax assumirig0D% Homestead Exempticand
Adjusting Tax Rates to Generate Same Level of Property Tax Reve

—Value of Average Price Home—Actual Property Tax Property Tax with 20% Homestead

$1,027

$1,070 $1,065

—— $979 $979 _

$1,016 $976
’ 1,012
& $930 $930

$337,126 $362,410 $391,403 $425,846 $446,713

2013 2014 2015 2016 2017




Scenarios D, E and Actual Township Property Tax on Average Commercial
Taxable Valueompared toEstimated Tax assuming Residential Homestead a
Adjusting Tax Rates to Generate Same Level of Property Tax Revenue

—Actual Property Tax =—5% Homestead 10% Homestead —20% Homestead

$12.470 R 2 117 _ $12614

$10,500 $10,201 $10,619

Note: Commercial properties are not eligible for residential homestead exemptions.
$4,200,000 $4,435,200 $4,617,043

2015 2016 2017




Residence Homestead Exempticombined with
Reduction to the Tax Rate

The following pages contain charts showing the tax impacts on residential and
commercial properties as outlined below:

U Scenario G
5% Homestead Exemption
Actual property tax rates adopted for fiscal years 2Q2®17.

U Scenario H
10% Homestead Exemption
Actual property tax rates adopted for fiscal years 2Q2®17.

U Scenariol
20% Homestead Exemption
Actual property tax rates adopted for fiscal years 2Q2®17.




Residence Homestead Exemption

A Scenarios G, H andllustrate the impacts of a 5%, 10% or 20% homestead
exemption when combining the resulting lower taxable property values
with the actual (lower) tax rates adopted by the Board.

I While residential taxpayers would have paid less under these
scenarios, the decrease in revenue for the Township would have
required correspondlng adjustments to the levels of services and
amenities funded in the adopted budgets.

I For 2017, adjustments to the budget totaling $1.8 million (5%
homestead), $3.6 million (10% homestead), or $7.2 million (20%
homestead) would have been required to maintain a balanced budget.

I Because the impact of a homestead exemption affects more than the
current year, budget adjustments would have had to apply to ongoing
operating expenses rather than oftiene capital expenditures in order
to maintain a balanced fivgear business plan.




Impact of Homestead Exemptions on Funding
Budgets Adopted for years 20132017

Budget % of Budget % of Budget % of
Funding General Funding General Funding General
Shortfall Fund Shortfall Fund Shortfall Fund

with 5% Operating | with 10% | Operating | with 20% | Operating
Homestead| Budget | Homestead| Budget | Homestead| Budget

2013 $1.6m) 2.2%  ($3.3m) 45%  ($6.6m)  9.0%
2014 $1.6m) 1.9%  ($3.3m) 4.0%  ($6.6m)  8.0%
2015 $1.6m)  1.7%  ($3.3m) 35%  ($6.4m)  6.8%
2016 $17m)  1.7%  ($34m) 3.4%  ($6.7m)  6.7%

2017 $1.8m) 19%  ($3.6m) 3.7%  ($7.2m)  7.4%




Scenario GActual Township Property Tax on an Average
Price Homecompared toEstimated Property Tax assuming
5% Homestead Exemptioaind Adopted Tax Rates

—Value of Average Price Home—Actual Property Tax Property Tax with 5% Homestead

1,070
. $1,065

$1,016 $1,01

_ $1,027
$976

$337,126 $362,410 $391,403 $425,846 $446,713

2013 2014 2015 2016 2017




Scenario G:Actual Property Tax Revenussmpared toEstimated
Property Tax Revenue assumibfo Homestead Adopted Tax Rates

Actual Property Tax Revenue Tax Revenue with 5% Homestead Exemptio

$45.1 $43.3

$418g402  $4219405  $406459, 4223405




