Cemetery Perpetual Care Fund
Review of Financial Model

Presented by:
Matt Millis, Vice President, Zions Public Finance, Inc.
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Meeting Overview

m Discuss the purpose of the Perpetual Care Fund (PCF)

m Review a PCF model and assumptions used to make general
revenue, cost, and fee projections

m Review three simple scenarios showing minimal, moderate, and
full funding of the PCF

m Have a general discussion on possible fee increase options in
preparation for a second meeting in January.

m Would like final recommendations on fee increases and structures
in January




PCF QOverview

m Perpetual Care Fund

0 Intended to perpetually fund the care of the cemetery including lawn
maintenance, marker maintenance, etc through interest income

0 Not intended to cover the costs of burials which are covered by the
cost of interment fees

a PCF corpus is collected through the cost of lot sales and interest as
available
m PCF is a restricted non-spendable fund that only allows the
interest earnings and the corpus to be spent on cemetery
maintenance costs
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Cemetery Purchase Costs

m Cemetery purchased for $766,281 at 6% interest costs for 15 years
m Total cost of $1,183,476.15 with interest

m Cemetery is 17.1 acres and totals 10,129 lots

m 2,387 lots are currently sold and 293 are buried

m Average price per lot is $116.84 for just the lot purchase




Cemetery Revenues and Costs

m FY 2016 revenues total $133,605
m FY 2016 expenses total $62,457
m Profits of $71,147 were returned to the General Fund
m Budget FY 2017 expenses total $85,469
0 $31,225.20 (36.5%) applies to burial expenses
0 $54,243 (63.5%) applies to the care of the lawn

m Budget FY 2017 revenues are conservatively budgeted at
$100,000
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Current Cemetery Fees

Fee Structure 2016 Fee
Residential Burlal Right (Plot)
Non-Residential Burial Right (Mot)

Weslalay Cpening/Closing (Cremains and Caslets 36" and Less)
Weekend/ Holkday Opening/Closing [Cremains 2nd Casiets 36™ and Less)

Weskday Double Burial Dpening/Closing
Weelend/Holkdary Bouble Burlz| Opening/Ciosing
Olsinternment Weeloday [Over 4' In length]

Disinternment Weelend/Holkiay (Over # In length)
Disinternment of Child Weekday {(Under &' in kength}
Disinternarsent of Child Weelend/Holdsy {J nder & in length)

|&.|'III Lot Transfers - Recording Fass

§ 985
Weslalay Singles Dpening/AClosing (Caskeds 357 and More)
Weslmnd/Holkdary Opening/Closing [ Caskets 36" snd More) 3
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PCF and Cash Balances

m The City currently has $10,000 in the cash balance
m City is subsidizing the General Fund through the Cemetery Fund
m Paying back the General Fund for the purchase of the Cemetery

m Full funding of a PCF would require approximately $2,712,190 (2%
interest) in the PCF given the number of lots sold

m Conceptually the interest earned from the corpus will allow the
maintenance of the cemetery to be funded indefinitely

m Need to be sure that the corpus is not spent on annual
maintenance
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After All Lots are Sold

m After all lots are sold interest is collected on the PCF corpus
m [nflation will continue at 3% when the interest earnings are 2%

m [nflation requires that the corpus increase annually to account
for costs increasing by 3% annually. This requires 2% for
interest earnings plus an additional inflationary cost at 3%

m To account for inflation costs the interest revenues must be
roughly 5% to avoid reducing the corpus and spending money
out of it.

m  General Fund subsidies may be required to pay for the additional
inflationary costs once lot sale revenues end and inflation only
covers 2% of the costs.
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Demand for Highland Lots

m [t is anticipated that burials will increase as population increases

m Other Cities’ cemeteries are filling up and many will choose or
have to go to Highland as their cemeteries fill assuming that new
ones are not built

m The revenues from burials will not go to the perpetual care fund
but will rather go the operations costs of opening and closing
graves

m Current lot purchases average about 97 per year

m Current trends show an increasing number of cremations which
may or may not be placed in a cemetery
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Future and Present Value

m Numbers shown in future value can be very large given long-term
compounding interest

m For example, $10.64 in 80 years is equal to $1 today at 3%

m Many figures will appear quite large in 2096 or later but may be
comparable to today’s cost when looking at a present value
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Model Assumptions — Demand and Cost

m Lots sold by 2096 (80 years): 97 lots sold annually
m Burials completed by 2131 (116 years): 47 to 123 buried annually
m Cost of maintenance: $54,244 to $577,202 ($54,244 PV@ 3%)

m Full PCF Corpus @ 2% Interest: $28,860,117 ($2,712,190
PV@3%)

m These assumptions are static for all following scenarios

m Scenarios show three revenue options that increase the current
cemetery fees at different rates and the resulting General Fund
subsidies required

m Scenario “A” assumes no repayment of $1,062,496 of subsidy from
the General Fund while Scenario “B” assumes repayment
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Scenario 1A: Small Increase, 10% @ 10 Years

m Assumes that lot and burial fees will increase every ten years by
10%
m [nterest: 2%, Cost Inflation: 3%, Fee Inflation: 10% @ 10 years

CALCULATIONS THROUGH END OF LOT SALES (2096)

Total PCF Cost (18,009,154)
Beginning Cash 10,062
Burial Fee Profit S (14,129,300)
Interest Income 1,203,643
Lot Sale Revenues 14,629,113
General Fund Subsidy 16,717,477
Total Revenues S 18,430,995
Net Profit S 421,841
Actual Cash S 421,841
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Scenario 1A: Small Increase, 10% @ 10 Years

SCENARIO 1A: 10% INCREASE EVERY TEN YEARS
$2,000,000
41,500,000
$1,000,000
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Scenario 1B: Small Increase, 15% @ 10 Years

m Assumes that lot and burial fees will increase every ten years by
15%
m [nterest: 2%, Cost Inflation: 3%, Fee Inflation: 15% @ 10 years

CALCULATIONS THROUGH END OF LOT SALES (2096)

Total PCF Cost (18,009,154)
Beginning Cash (1,052,434)
Burial Fee Profit/(Loss) S (12,764,711)
Interest Income 163,789
Lot Sale Revenues 18,421,709
General Fund Subsidy 13,319,193
Total Revenues S 18,087,546
Net Profit S 78,393
Actual Cash S 78,393
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Scenario 1B: Small Increase, 15% @ 10 Years

SCENARIO 1B: 15% INCREASE EVERY TEN YEARS
$2,000,000
$1,500,000
$1,000,000
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Scenario 2A: Moderate Fee Increase, 5% Every 3 Yrs

m Assumes that lot and burial fees will increase every three years by
5%
m [nterest: 2%, Cost Inflation: 3%, Fee Inflation: 5% @ 3 years

CALCULATIONS THROUGH END OF LOT SALES (2096)

Total PCF Cost (18,009,154)
Beginning Cash 10,062
Burial Fee Profit S (12,283,054)
Interest Income 1,989,891
Lot Sale Revenues 19,658,160
General Fund Subsidy 9,500,798
Total Revenues S 18,875,857
Net Profit S 866,703
Actual Cash $ 866,703
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Scenario 2A: Moderate Fee Increase, 5% Every 3 Yrs

SCENARIO 2A: 5% INCREASE EVERY THREE YEARS
$2,000,000
51,500,000
$1,000,000
$500,000
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Scenario 2B: Moderate Fee Increase, 6% Every 3 Yrs

m Assumes that lot and burial fees will increase every three years by

6%

m [nterest: 2%, Cost Inflation: 3%, Fee Inflation: 6% @ 3 years

CALCULATIONS THROUGH END OF LOT SALES (2096)

Total PCF Cost (18,009,154)
Beginning Cash 10,062
Burial Fee Profit S (12,283,054)
Interest Income 1,989,891
Lot Sale Revenues 19,658,160
General Fund Subsidy 9,500,798
Total Revenues S 18,875,857
Net Profit S 866,703
Actual Cash $ 866,703
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Scenario 2B: Moderate Fee Increase, 6% Every 3 Yrs

SCENARIO 2B: 6% INCREASE EVERY THREE YEARS

52,000,000
$1,500,000
51,000,000
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Scenario 3A: Full Fee Increase, Flat Annual Increase to

Reach Full PCF Needs

m Assumes that lot and burial fees will increase annually by 3%.
2.98% annual increase need to reach minimum corpus but
rounded to 3%

m [nterest: 2%, Cost Inflation: 3%, Fee Inflation: 3% Annually

CALCULATIONS THROUGH END OF LOT SALES (2096)

Total PCF Cost (18,009,154)
Beginning Cash 10,062
Burial Fee Profit S (5,049,837)
Interest Income 13,571,869
Lot Sale Revenues 39,036,475
General Fund Subsidy -

Total Revenues S 47,568,568
Net Profit S 29,559,415
Actual Cash $ 29,559,415

20 mEmmmm

10



Scenario 3A: Full Fee Increase, Flat Annual Increase
to Reach Full PCF Needs

SCENARIO 3A: FULL FEE INCREASE, 3% ANNUALLY
£2,000,000
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Scenario 3B: Full Fee Increase, Flat Annual Increase to
Reach Full PCF Needs

m Assumes that lot and burial fees will increase annually by 3.09%
m Interest: 2%, Cost Inflation: 3%, Fee Inflation: 3.09% Annually

CALCULATIONS THROUGH END OF LOT SALES (2096)

Total PCF Cost (18,009,154)
Beginning Cash (1,052,434)
Burial Fee Profit/(Loss) S (4,350,446)
Interest Income 11,381,180
Lot Sale Revenues 40,891,020
General Fund Subsidy -

Total Revenues S 46,869,321
Net Profit S 28,860,167
Actual Cash S 28,860,167
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Scenario 3B: Full Fee Increase, Flat Annual Increase
to Reach Full PCF Needs

SCENARIO 3B: FULL FEE INCREASE, 3.09% ANNUALLY
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Comparative Fees by City
Comparison of Cemetery Plot Prices
$1.800
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Comparative Lot Fees by “A” Scenario

Lot Fees by Scenario A

Comparative Burial Fees by “A” Scenario

Burial Fees by Scenario A
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Comparative Lot Fees by “B” Scenario

Lot Fees by Scenario B

Comparative Burial Fees by “B” Scenario

Burial Fees by Scenario B
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Rate Increase Summary

Repayment Frequency of Rate Increase Increase

Scenario A.1 No Subsidy Repayment Increase Every Ten Years 10.00%
Scenario A.2 No Subsidy Repayment Increase Every Three Years 5.00%
Scenario A.3 No Subsidy Repayment Increase Annually 3.00%
Scenario B.1 Subsidy Repayment Increase Every Ten Years 15.00%
Scenario B.2 Subsidy Repayment Increase Every Three Years 6.00%
Scenario B.3 Subsidy Repayment Increase Annually 3.09%
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PCF Policies and Discussion — Next Meeting

m Council’s overall approach and philosophy of funding the cemetery
m Types of rate structures and beginning fees

m Rate of inflationary increase
m Frequency of rate increases

m Amount of General Fund subsidies
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Contact Information

Matt Millis
Vice President, Zions Public Finance, Inc.

matthew.millis@zionshank.com
801-935-0337
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