TOWNSHIP OF CHELTENHAM
MONTGOMERY COUNTY, PENNSYLVANIA
RESOLUTION NO. 25-20

A RESOLUTION OF THE BOARD OF COMMISSIONERS OF
CHELTENHAM TOWNSHIP, MONTGOMERY COUNTY,
PENNSYLVANIA ACCEPTING THE FIVE-YEAR STRATEGIC
FINANCIAL MANAGEMENT PLAN FOR THE TOWNSHIP OF
CHELTENHAM, DATED JUNE 17, 2020 AND AGREEING TO
USE IT AS A GENERAL GUIDE IN CONSIDERING FUTURE
FINANCIAL AND MANAGEMENT DECISIONS

WHEREAS, Public Financial Management (PFM) has prepared a Five-Year Strategic Financial
Management Plan (Plan) for Cheltenham Township, Montgomery County, Pennsylvania; and
WHEREAS, the purpose of the Plan is to:
1. Outline the Township’s financial position and critical underlying factors driving its
performance.
2. Understand the challenges each department faces in delivering critical services to the people
and entities who live, work and visit the Township.
3. Develop a series of recommendations or initiatives that connect back to the Township’s
mission statement; and
WHEREAS, the Plan was financed in part by a Strategic Management Planning Program Grant
under the administration of the Pennsylvania Department of Community and Economic Development,
under contract number C000071298;
WHEREAS, the Financial Conditional Assessment portion of the plan was presented at the
regularly-scheduled public meeting of the Finance Committee, a standing committee of the Cheltenham
Township Board of Commissioners, on November 13, 2019; and
WHEREAS, an update on the Plan was presented to the Finance Committee at its regularlyscheduled public meeting on February 12, 2020; and
WHEREAS, a final presentation of the Plan was made at the regularly-scheduled meeting of the
Cheltenham Township Board of Commissioners held via Zoom on June 17, 2020; and
WHEREAS, all presentation and Plan documents have been posted on the Township’s website
for public review and comment; and
NOW, THEREFORE, BE IT RESOLVED by the Board of Commissioners of Cheltenham
Township, Montgomery County, Pennsylvania, that it hereby accepts by affirmative vote the Five-Year
Strategic Financial Management Plan for Cheltenham Township, dated June 17, 2020, prepared by PFM,
and agrees to use the recommendations outlined in the Plan as a general guide in considering future
financial and management decisions for the Township.
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Executive Summary
In 2019, Cheltenham Township requested financial and technical assistance from the Pennsylvania
Department of Community and Economic Development (DCED) to develop a multi-year financial plan.
Through the Strategic Management Planning Program (STMP), DCED has helped dozens of Pennsylvania
communities diagnose financial and operational problems and put an effective strategy in place to
overcome those challenges in a way that supports leaders’ vision and aligns with the community’s priorities.
After receiving a STMP grant, the Township issued request for proposals for technical assistance in
developing this multi-year financial plan and selected Public Financial Management (PFM) through a
competitive bidding process.
The engagement began in September 2019 with a kickoff meeting with the Township Manager, the
Assistant Township Manager, and the Director of Accounting and Fiscal Affairs.
The PFM team then developed a baseline projection of the Township government’s financial performance
over the next five years. This baseline projection in the Financial Condition Assessment section of this plan
describes Township government’s revenues and expenditures in a carry forward or status quo scenario.
On this basis and before any corrective action, the Township’s expenditures are projected to exceed
revenues in each of the next five projected years. As shown in the chart below, the baseline projection
starts with a deficit of $0.5 million in 2020 because the Township used $0.5 million in fund balance to
balance its budget this year. The baseline then projects that the Township’s General Fund would have a
deficit that grows from $3.0 million in 2021 to $7.3 million in 2025. Even with the deposit of $2.0 million in
sewer sale proceeds to the General Fund in 2019, the Township will exhaust its fund balance by 2022.
Baseline Projection 2020 - 2025
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It is important to note that this is a moderate scenario, not a worst case. Because of the high degree
of uncertainty regarding the economic trajectory at the time this report was released, the baseline projection
does not include the potential revenue shortfall as a result of the COVID-19 pandemic, and assumes that
revenues will continue to grow based on the historical trends of the last five years. It also assumes that the
Township’s pension contributions will gradually decline in the next five years assuming no additional
actuarial gains or losses.
PFM presented this baseline projection to the Township Commissioners in November 2019 and provided
three key findings from the Financial Condition Assessment:


The projected deficits are primarily because Cheltenham has a structural imbalance. Limited
revenue growth (driven by flat assessments and two percent Earned Income Tax growth) coupled
with employee cash compensation and health benefits growth results in a growing structural deficit
in the Township’s operating budget. The Township’s debt service has been another cost driver.
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Historically the Township issued debt approximately every other year to pay for capital projects,
resulting in large annual increases in debt service payments.


The sale of the sewer system created a budget gap. The 2020 budget eliminated almost all
sewer revenues except $0.2 million in delinquent sewer receipts (sewer revenue to the General
Fund had been over $9.0 million annually in recent years). Meanwhile, only $5.9 million in
expenditures was eliminated, creating a budget hole of $3.5 million. Using the sewer proceeds to
pay down a portion of General Obligation (GO) debt and increasing the real estate tax by 4.3
percent helped close part of the budget gap this year, but the Township was still left with a $0.5
million deficit.



The sewer sale proceeds should be used strategically to provide fiscal stability in the future.
To maintain long-term sustainability, one-time financial windfalls should be directed to areas where
the investment would bring recurring savings or revenues, such as paying down its pension or debt
obligations and/or investing in capital improvement to alleviate long-term rehabilitation and
maintenance costs.

The Commissioners took this preliminary assessment and related recommendations to heart and dedicated
approximately $17 million in sewer proceeds to pay down additional GO debt during the 2020 budget
process. As a result, the Township’s debt service dropped from $4.3 million in 2019 to $0.4 million in the
2020 budget and is expected to be about $1.0 million to $2.0 million in subsequent years.
From Mission to Measurement
While helping Cheltenham Township gain fiscal stability is the primary goal of this Five-year Plan, this
should not be the ultimate goal of Township government. As evidenced in the Township’s current mission
statement, good financial stewardship is one of the key goals of Township government, but the ultimate
mission is much broader.
It is the mission of the Township of Cheltenham to provide outstanding municipal
governance and services that meet the needs of our residents and businesses in a costeffective and professional manner. It is the Township’s vision to celebrate our vibrant,
diverse, and historic community, to enhance and maintain quality of life, and to achieve
economic and environmental sustainability by promoting actions and opportunities
consistent with good stewardship of our natural and financial resources.
When PFM met with the Commissioners earlier this year, they expressed interest in refining this mission
statement to more accurately reflect their vision for the Township; we encourage the Township to do so as
a priority this year. The mission statement is also not a static, unchanging decree. It should and will change
over time as the Township’s priorities, circumstances, and performance do. But it provides an important
starting point for the rest of the recommendations in this Plan.
While the current mission statement will be further refined by the Commissioners, Township leaders should
be able to start identifying the largest obstacles to fulfilling its mission. Then government leaders can set a
limited number of goals intentionally chosen to overcome those obstacles. The goals then inform the
strategies, which are the actions that specific units of Township government will take to achieve these goals
and advance the mission.
Having a strategy does not guarantee that it will be successfully executed, or even that successful execution
will advance the mission as intended. So, whenever possible, the Township should have measures so
leaders can gauge whether a strategy is working. The combination of goals, strategies, and performance
measures provides a framework for evaluating what works and deciding how to allocate the Township’s
limited resources accordingly.
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A Framework for Plan Strategies: From Mission to Measurement
Mission

Obstacles

Goals

Strategies

Measures

The Financial Condition Assessment identifies a number of obstacles that the Township is facing in order
to meet its mission of achieving economic sustainability. Unless the Township finds a way to overcome
those obstacles, in part by using the goals and strategies outlined in this Plan, Cheltenham Township
government will continue to incur large deficits and struggle to deliver quality municipal services absent
large recurring tax increases. It will also lack the resources to make the strategic investments it needs to
maintain its infrastructure and attract businesses and residents to live, work, and play in the Township.
However, if Cheltenham is able to make the hard decisions as outlined in this Plan it will be able to start
addressing the structural issues identified in the Financial Condition Assessment. It will also be able to be
a constructive partner in addressing larger community issues such as preserving its recreational and
historical assets and sustaining community. The ultimate goal of this multi-year plan, therefore, is not only
to improve Cheltenham’s financial position. It is to strengthen the Township’s financial position so that it
can make the investments it needs to make so that it can continue to deliver quality services and celebrate
its diversity and history.
Five-Year Plan Strategies
The following are the first four core strategies in this Five-Year Plan:


Revenue enhancement: For Township government to have a financially sustainable path moving
forward, its tax base must grow so the revenues grow without tax rate increases. But economic
development alone will not be able to solve Cheltenham’s revenue challenge. Cheltenham also
needs to diversify its revenue base and improve cost recovery so that it becomes less reliant upon
the real estate tax to generate revenues sufficient to provide core services. The Revenue
Enhancement chapter of this plan therefore provides ways to increase the real estate tax base so
that tax revenues grow “naturally” without increasing the tax rate itself. If the Township’s tax base
grows, it will also help with the overall tax burden on taxpayers as the School District’s tax revenues
will also grow naturally without increasing the tax rate itself. To help improve Cheltenham’s revenue
diversity, this chapter also provides guiding next steps for establishing a stormwater fee and street
light assessment.



Workforce strategies: With personnel costs representing almost 80 percent of the Township’s
General Fund budget, strategies to manage workforce cost growth have to be part of the solution
to reduce the budget gap. The Plan provides a comprehensive workforce strategy that keeps future
growth in cash compensation at inflationary levels for those employed by Cheltenham Township
and stabilizes employee benefit cost growth. Many of the recommendations will have to be
accomplished through labor negotiations, which is why the Township should continue using an
external labor counsel and start tracking the savings relative to the baseline projection.



Process efficiency: The majority of the Township’s operating budget is spent on mandatory
services such as maintaining and promoting public safety and cleanliness. To control operating
expenditures without compromising the quality of municipal services, Cheltenham needs to gain
efficiencies by managing service demands and considering alternative ways to deliver services.
This chapter therefore provides recommendations on how each of the major departments – Public
Works, EMS, Police, and Fire – can achieve operational efficiencies in front line services.
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Program prioritization: Cheltenham Township currently provides some discretionary services,
including those that the Township is not required to deliver under the First Class Township Code
or to maintain an effective organization, and could be potentially eliminated or funded by sources
other than the General Fund revenues. Because of the magnitude of Cheltenham’s projected
deficits, community dialogue around program prioritization will be a critical strategy for maintaining
Cheltenham’s long-term financial health.

Cheltenham Township government needs a well-rounded strategy to address its budget shortfalls, which is
why these four core areas are critical to Cheltenham’s long-term fiscal stability. Where possible, we provide
savings or revenue estimates for the recommended initiatives, but there is also a likelihood that Cheltenham
will generate more or less savings than projected. If the Township is unable to generate enough revenues
or savings to close the gap using these four strategies, it will have to explore tax options to close the
remaining budget shortfall.
The recommendation to explore tax options is not solely because of the need to maintain fiscal balance,
however. Cheltenham needs to make strategic investments in order to grow its tax base, reduce its
projected deficits in the out-years, and invest in its infrastructure. Unless it creates the room in the budget
to make those strategic investments, Township government will continue to lack the resources to achieve
its mission.
Plan to Close the Gap (without Tax Options)
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Given the need to close the remainder of the budget gap and make strategic investments, this Five-Year
Plan provides two additional strategies:


Tax options: Historically, whenever Township government needed to close a budget gap it turned
to the real estate tax because it is the only revenue that Township government controls and can
generate sufficient funding. Cheltenham is a home rule municipality, but our preliminary review is
that the charter as it currently stands does not give the Township the flexibility to increase its Earned
Income Tax (EIT) rate beyond the current 0.5 percent rate. One of the cornerstones of this FiveYear Plan, therefore, is to help Cheltenham gain the flexibility to set its resident EIT rate. Because
the Township is already heavily dependent upon its real estate tax, gaining a second “revenue
lever” will allow the Township to diversify its revenues and generate revenues from a tax base that
has historically had healthy growth.
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Strategic investments: The ultimate goal of this multi-year plan is not only to improve
Cheltenham’s financial position. It is to strengthen the Township’s financial position so that it can
make the investments it needs to continue to deliver quality services and celebrate its diversity and
history. The last chapter of this Five-Year Plan provides a handful of suggestions to help
Cheltenham grow its tax base, reduce its projected deficits in the out-years, and invest in its
infrastructure.

One of the key recommendations in the Strategic Investments chapter of this Plan is the need to develop a
five-year capital planning and prioritization strategy. During this engagement, our team did a tour of the
municipal buildings, and found that most of them have significant capital needs. For example, the salt shed
that is located at the back of the Public Works building has an eroding structure and the Department had
to resort to piling salt outside the salt shed, using plastic tarp to cover up the salt. While the capital needs
in the Police and EMS buildings are less noticeable, both groups are making creative use of tight space
repurposed from other uses. Overall, it is clear that significant capital investments are necessary for
Township departments to perform at their highest levels.
Without a long-term capital planning process that helps prioritize projects in a structured and quantifiable
manner, it is hard to sequence capital projects to provide the most return on investment. It is also more
tempting to prioritize capital projects – such as those that invest in the Township’s parks, recreation centers,
and roadway infrastructure – that are most visible to Cheltenham residents and business.
Plan to Close the Gap
Combining all of the recommendations from the six Plan strategies, we created a Close the Gap Scenario
as an illustration of how Township government can eliminate the projected deficits beginning in 2022. This
scenario will require hard decisions from Township leaders as well as sacrifices from employees, residents,
and businesses. But doing so will help Cheltenham gain financial stability while creating room for the
strategic investments the Township needs for its long-term stability and community vibrancy.
While this scenario closes the budget gaps beginning in 2022 and provides room for investments beginning
in 2023, it does not close the full budget gap in 2021. This is not an ideal response to the Township’s
structural deficit, but using some fund balance to close the budget gap in the short term will help mitigate
the level of tax increases or service cuts that would otherwise be necessary. Even after the use of $0.6
million in fund balance to close the 2021 budget gap, the Township will still end the year with $6.5 million
in reserves, equivalent to 17 percent of the Township’s operating expenditures and slightly higher than the
minimum reserve level recommended by the Government Finance Officers Association (“GFOA”).
It is important to note that the use of fund balance in 2021 is only appropriate if the Township begins making
corrective actions this year as outlined in this Plan. A government that does not make the hard decisions
to bring its financial house in order and continuously use reserves to balance the budget will not just struggle
to move forward, but will eventually fall further behind and ultimately has to make more extreme versions
of the same hard decisions that were previously avoided.
The following chart and table shows the estimated revenues and savings impact by Plan strategy and how
those strategies help close the budget gap beginning in 2022.
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Millions
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Implementation Strategy
The exact contribution from each initiative category to the overall goal can certainly be different than the
hypothetical scenario shown above. For example, the Township could get more from tax base and revenue
growth and then less from another category. But it is important that the Township uses a good mix of gapclosing strategies, which will do the following:


Draw from all areas described in this Plan: The Township will not achieve meaningful financial
recovery by only making changes on the revenue or the expenditure side of the financial equation.
It should not close the budget gap solely with revenue enhancement measures or across-the-board
expenditure cuts. Instead, it should enhance revenues through both tax and non-tax options,
reduce the cost growth of the workforce through labor negotiations, gain efficiencies and align the
staffing structure to the service demands, and concentrate its resources on core municipal services.
Each and every one of these strategies achieve a different goal and will be critical to the Township’s
long-term financial health.



Take actions earlier than later: As illustrated in the baseline projection, the budget deficits grow
bigger every year absent corrective actions. The opposite is true when the Township takes
corrective actions – if the Township takes action today to close a portion of the 2021 deficit, the

1
The majority of the fiscal impact from the program prioritization strategy is from the dedicated library tax, which will be dependent
upon voters’ approval.
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deficits in the out-years will begin to shrink as savings generated today will be worth more in the
out-years. Cheltenham Township government should therefore seize the opportunity this year –
before the start of the 2021 budget process – to make some of the hard decisions, such as putting
a library tax referendum on the November ballot. Doing so will make the large out-year deficits as
currently projected in the baseline more manageable.


Supported by an iterative process: Multi-year planning should be an ongoing effort, not a static
product. The Township already develops a multi-year projection during the budget process, and
should continue to do so. It is equally important that the Township uses that projection to drive hard
decisions during the budget process and in the day-to-day operations.

Implementation Timeline
This Five-Year Financial Plan has a total of 40 recommendations, as listed in Appendix B. It is not realistic
for the Township to try to implement all of them immediately, but timing does matter for certain initiatives,
particular for those related to referendums and collective bargaining. The timeline below provides direction
on how to prioritize the key initiatives outlined in this Plan, though circumstances, needs, and opportunities
will change over time, and the Township’s strategy should adapt accordingly. This implementation timeline
does not include all 40 Plan initiatives, but includes the priority initiatives that will be time-sensitive for the
Township’s financial recovery.
Plan Priority Initiatives Implementation Timeline
Year

Priorities







Adopt an ordinance for the library tax referendum (see initiative PP01)2
Adopt an ordinance to put the charter amendment on the ballot in order to gain the flexibility to set the
EIT rate (see initiative TO02)
Develop the stormwater management study (see initiative RE03)
Apply for a subsequent STMP grant (see Appendix A)
Consider alternative service delivery model for EMS (see initiative PE02)
Improve debt management (see initiative SI06)

2021







Levy a dedicated library tax (see initiative PP01)
Retain the support of external public employment labor counsel for negotiations (see initiative WS01)
Develop a five-year capital plan (see initiative SI03)
Issue an RFP to update the comprehensive plan (see initiative SI01)
Issue an RFP to conduct a facility asset inventory (see initiative SI05)

2022





Establish the stormwater fee (see initiative RE03)
Issue an RFP to develop a streetlight assessment (see initiative RE04)
Develop a capital budget and planning policy (see initiative SI03)

2023





Create an Economic Development Director position (see initiative SI01)
Consider updating the pension funds’ assumptions (see initiative SI02)
Improve debt management (see initiative SI06)

2024



Establish a streetlight assessment (see initiative RE04)

2020

Unless Cheltenham can take the steps necessary to bring its financial house in order, it will continue to
struggle to move forward. It will also eventually fall further behind as borrowing costs rise, infrastructure
deteriorates, services erode, and employee morale suffers. But if Cheltenham can make the hard decisions
2
The implementation plan assumes that the Township would put both the library tax and EIT questions on the November 2020
ballot so that the Township has some revenue options to close the 2021 budget gap.

Cheltenham Five-Year Financial Plan
Executive Summary

7

to prioritize its programs and services and focus on delivering quality core services in a fiscally responsible
way, then it can capitalize on the community’s efforts to attract and retain new residents and businesses.
Over time, it will also have the resources to be a constructive and leading partner in the community’s
broader efforts to tackle challenges related to housing, neighborhood safety and cleanliness, and economic
development.
In just a few months the Township will begin its 2021 budget process and the financial challenges described
in this report will take on a heightened sense of urgency. The Township will start work on a budget that
ultimately has to balance available revenues against anticipated expenditures, even though the former
naturally grows more slowly than the latter. We hope that Cheltenham Township – including its leaders,
department staff, and residents – will be able to build on its commitment and creativity and work together
to show that it is capable of providing quality core municipal services while bolstering its ability to sustain
Cheltenham as a great place to work, live, and play.
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Financial Condition Assessment
As required under the terms of Pennsylvania’s Strategic Management Planning Program, the Township
requested a “Financial Condition Assessment…as a means to establish a realistic baseline of the
Township’s historic and current financial condition.” In addition to establishing a baseline projection, this
chapter answers three questions that should shape future financial, operational and strategic decisions:


Are the Township government’s recurring revenues expected to cover recurring expenditures?



How large are any projected deficits, and how much will they be expected to grow over the projected
period?



What are the key trends in revenues and expenditures, which will drive the Township’s financial
position?

Baseline Five-Year Projection
The following baseline projection takes into account Cheltenham Township’s particular fiscal factors before
any corrective action. There are two very important contextual points to understand the baseline projection:


The baseline projection presents a status quo scenario.
Conceptually, the baseline projection represents a “carry forward” or “current services” set of
projections – such that no reduction or enhancement in services, headcount, or tax rates are
generally assumed, except in cases where already adopted into current law or consistent with
existing policy.



The baseline projection is not a prescription for the Township’s financial policies, nor is it
a prediction of future annual results.
The baseline projection shows Cheltenham’s finances absent corrective action. Practically
speaking, the Township will have to take corrective action. The Township is statutorily required to
pass a balanced budget each year and it could not sustain the projected deficits in the baseline
without exhausting its reserves. However, it is critical to have a baseline projection in order to
understand the magnitude and nature of budget challenges before developing appropriate
corrective action.

The baseline projection starts with the 2020 adopted budget. Beginning in 2021, the baseline five-year
projection accounts for known future changes, such as provisions in existing collective bargaining
agreements and scheduled debt payments, and then applies growth rates calculated based on a
combination of historical performance, socioeconomic trends, and other factors.
On this basis and before any corrective action, the baseline projection shows annual deficits growing from
$0.5 million in 2020 to $7.3 million by 2025. The $7.2 million ending fund balance in 2020 is based on $5.7
million in unrestricted fund balance as of the end of 20193 and estimated sewer proceeds of approximately
$2.0 million after paying down the sewer-related debt and additional GO debt. The Township anticipates
using $0.5 million in reserves to balance the 2020 budget, leaving $7.2 million in fund balance at the end
of 2020. According to the baseline projection, even with the deposit of $2.0 million in sewer proceeds to
the General Fund, the Township will exhaust its fund balance by 2022 absent corrective action.

3

Based on the Township’s 2018 financial statement and assuming that the Township finishes 2019 without a deficit.
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On the revenue side, the baseline projection assumes no increase to the real estate tax rate or fees.
Beginning in 2020, almost all sewer revenues and associated expenditures are eliminated. On the
expenditure side, the baseline assumes wage increases according to the provisions in the existing labor
agreements. Once the labor agreements expire, the baseline assumes wage increases to continue at the
historical rates (3.5% for police and 3.0% for civilians). These wage increase patterns are not a
recommendation, but rather reflective of the Township’s historical trends absent corrective action.
The baseline also assumes that the Township will issue $10 million in debt in 2020 and again in 2023. As
a result of the debt issuances, the Township’s annual debt service payment is projected to grow from $0.4
million in 2020 to $2.1 million in 2025.
Baseline Projection 2020 - 2025
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It is important to note that this is a moderate scenario, not a worst case. The baseline projection
assumes that revenues will continue to grow based on the historical trends of the last five years and that
the Township’s pension contributions will gradually decline in the next five years assuming no additional
actuarial gains or losses. At the time this report was written, many Pennsylvania municipalities already
expect some EIT revenue loss due to the social restrictions in place as a result of COVID-19. Given the
significant uncertainty regarding the economic trajectory, the baseline projection does not account for the
potential revenue shortfall related to COVID-19. If possible, the Township should update this projection
once the revenue impact becomes clearer.
Potential COVID-19 Impact
Revenue/Expenditure Type

Potential COVID-19 Impact

Property tax

• Low impact for residential, some potential for commercial tax appeals

Earned income tax

• Decline expected with rising unemployment and furloughs
• Some decline may be offset by those who will now work from home more instead
of commuting to Philadelphia

Local service tax

• Decline expected with rising unemployment and furloughs

Real estate transfer tax

• Temporary slowdown in sales due to stay at home restrictions
• Long-term cooldown in market possible

Business receipts tax

• 2020 revenues will not be affected since those are based on 2019 receipts
• Decline expected in 2021

Operating expenditures

• Some savings will likely be achieved “organically” as a result of restrictions on
social activity (e.g. reduced costs from cancellation of events, lower facility and
fuel costs for closed operations etc.)

Personnel costs

• Savings from employee furloughs
• Some savings may be possible with hiring freeze and continued position control
• Pension is generally not an immediate issue since there is a lag from actuarial
valuation to budgeting and the extent of market declines is still TBD

The rest of the chapter describes the budget drivers and projected deficits in detail.
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Revenue Overview
According to the 2020 General Fund budget, over 70 percent of the Township’s revenues come from taxes,
primarily the real estate and earned income taxes. The remaining 30 percent of General Fund revenues
are split among licenses, permits and fees, residential refuse charges, intergovernmental revenues, and a
small amount of other revenues including interest earnings.
As a result of the sewer sale, total General Fund revenues is projected to drop from $45.1 million in 2019
to $36.8 million in 2020, an $8.3 million (or 18.4 percent) decrease.
General Fund Revenues – 2020 Budget
($36.8 Million)

Intergovernmental
5%
Refuse
charges
9%

Licenses
, permits,
and fees
11%

Other
3%

Real
estate tax
49%
Other
taxes
11% Earned
income tax
12%

Expenditure Overview
Municipal government is inherently labor intensive. Almost 80 percent (or $29.4 million) of the Township’s
spending is on personnel costs – including base salaries, longevity, overtime, sick leave payout, active
employees’ health benefits, retirees’ health benefits, pension contribution, uniform, FICA, workers’
compensation, and unemployment.
Another 14 percent of the 2020 budget is on operating expenses, which include contracted services,
maintenance, equipment, supplies, materials, utilities, and other fees and charges. The Township also
makes an annual contribution to the library. That amount will remain at $1.7 million in 2020, which equates
to 1.9 percent annual growth since 2013. Because of the sale of the sewer system, the $4.0 million in
wastewater treatment cost and $1.9 million in sewer-related debt service will be eliminated beginning in
2020.
General Fund Expenditures – 2020 Budget
($36.8 Million)
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Six Key Financial Trends
1. Real estate tax revenues grow only when tax rate increases. Due to the flat assessed
value, Cheltenham increased its real estate tax rate by 4.4 percent on an annual average
basis from 2013 to 2018 and current year revenues grew by approximately the same
amount (4.3 percent annually). The County’s last reassessment was in 1996.
2. Earned income tax revenues have been growing at 2.3 percent annually. From 2013
to 2017, Cheltenham’s employment grew at an annual rate of 1.2 percent, and earnings
also grew by one to two percent annually.
3. As a result of the sewer sale, Cheltenham will lose the sewer revenues as well as
the corresponding expenditures. With the sale of the sewer system, the 2020 budget
eliminated almost all sewer revenues except $0.2 million in delinquent sewer revenues
(sewer revenue to the General Fund had been over $9.0 million annually in recent years).
Meanwhile, only $5.9 million in expenditures was eliminated ($4.0 million payment to the
Philadelphia Water Department and $1.9 million in debt service), creating a budget hole of
$3.5 million.
4. The Township has been controlling compensation growth through position control.
From 2013 to 2018, the Township’s spending on salaries only grew by 1.7 percent on an
annual basis despite average annual general wage adjustments of 2.5 percent for salaried
employees, 3.2 percent for Teamsters, and 3.1 percent for police officers. Average annual
inflationary growth during the same period was 0.9 percent in the Philadelphia MSA.
5. Required pension contributions have stabilized in the last few years, and the
Minimum Municipal Obligations (MMO) are projected to decline assuming no additional
actuarial gains or losses or changes in benefit terms or investment assumptions.
6. Capital improvements are primarily funded by bonded debt. Over the last decade,
Cheltenham issued between $7 and $10 million in municipal debt approximately every two
years to fund capital improvement projects. Apart from a $390,000 transfer from the
General Fund in 2016, the Township generally has not made pay-as-you-go contributions
for capital improvement projects. Moving forward, capital spending priorities are expected
to adjust with the sale of the sewer system.

Six Key Financial Trends
Trend #1: Flat Assessments, Flat Tax Revenues
The Township’s largest source of revenue is the real estate tax. The total amount that the Township bills
(gross levy) is the product of the assessed value of taxable property and the tax millage rate. The total
assessed value of taxable property has been essentially flat for the last decade, dropping very slightly from
$1,893 million in 2006 to $1,866 million in 2018, an annual decline of 0.1 percent. Meanwhile, the market
value of taxable property has grown from $2.2 billion to $2.9 billion (or 2.2 percent annually), but that growth
doesn’t carry over to tax revenues since the County’s last reassessment was in 1996.
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Cheltenham’s Market vs Assessed Values
$3,500.0

$2,866

Millions

$3,000.0
$2,500.0 $2,197
$2,000.0
$1,500.0 $1,893
$1,000.0

$1,866

$500.0
$0.0
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
Market values

Assessed values

With assessed value remaining effectively flat, the Township has had to raise the property tax rate annually
in recent years to increase real estate tax revenue. Cheltenham increased its real estate tax rate by 4.4
percent on an annual average basis from 2013 to 2018 and current year revenues grew by approximately
the same amount (4.3 percent annually).
Real Estate Tax Rate and Assessed Values
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7.88

8.42
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Current year revenues
% change

2017

2018

2019

Millage Rate

2013

2014

2015

2016

2017

2018

2019

$13.0M
-0.1%

$13.5M
4.2%

$14.2M
4.9%

14.6M
3.3%

$15.5M
5.8%

$16.0M
3.3%

$16.9M
5.8%

So…real estate tax revenues are projected to remain flat absent tax increases.
Trend #2: Earned income tax has been growing
Cheltenham levies a 1.0 percent earned income tax (EIT) on its residents, of which 0.5 percent goes to the
Township and the remaining 0.5 percent goes to the School District. Because the earned income tax is
based on residency, not the place of employment, employees who work in Cheltenham but do not live in
Cheltenham do not pay EIT to the Township. Like all Philadelphia suburbs, Cheltenham residents who work
in Philadelphia do not pay the EIT to the Township due to the tax credit provided by the Sterling Act.
The Township’s EIT revenues have been growing at an annual rate of 2.3 percent from 2012 to 2018,
although the growth has not been consistent. EIT revenues increased by 2.6 percent in 2013 and by another
6.1 percent in 2014. From 2014 to 2016, revenues remained relatively flat until 2017 when they grew by
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2.7 percent. Last year the EIT grew by 1.5 percent and this year the Township projects EIT revenues to
grow by 3.4 percent to $4.4 million.
Earned Income Tax Revenues, 2012 - 2018

Millions

$5.0
$4.0

$4.0

$4.0

$4.1

$4.3
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$4.2

$3.7

2012
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2016

2017

2018

$3.0
$2.0
$1.0
$0.0

The Township’s EIT revenue is a function of the number of residents employed and their taxable earnings.
From 2013 to 2017, the number of employed residents grew at an annual rate of 1.2 percent, and residents’
earnings also grew by one to two percent annually depending on the income measure. The growth, as
indicated by Federal data, is comparable to the Township’s historical revenue growth, which was 2.3
percent from 2013 to 2018.
Cheltenham Township’s Employment and Mean Earnings

Employment

2010

2011

2012

2013

2014

2015

2016

2017

18,642

18,650

18,813

18,844

19,100

19,323

19,613

19,763

2013-17
Growth
1.2%

Mean earnings

$93,676

$97,205

$98,427

$96,747

$96,008

$99,910

$99,903

$105,341

2.2%

Median Household Income

$72,584

$75,792

$77,987

$76,280

$75,831

$76,521

$76,360

$78,509

0.7%

As shown in the table below, Township residents’ earnings are generally lower than County-wide earnings,
but earnings growth in the Township has been tracking County-wide growth over the last several years.
Montgomery County’s Employment and Mean Earnings

Employment

400,493

402,423

407,910

410,096

416,063

422,255

428,861

430,898

2013-17
Growth
1.2%

Mean earnings

$102,157

$105,330

$106,304

$107,827

$108,654

$110,481

$112,406

$117,608

2.2%

Median Household Income

$76,380

$78,446

$78,984

$79,183

$79,926

$80,675

$81,902

$84,791

1.7%

2010

2011

2012

2013

2014

2015

2016

2017

Source: Bureau of Labor Statistics, American Community Survey 5-year estimates

Even though historical EIT growth was 2.3 percent on an annual basis, the Township’s EIT collector
(Berkheimer) has expressed concern that the Township’s aging population would result in slowing growth
in Cheltenham’s earned income tax base over time. Data from the American Community Survey suggests
that the percentage of the population that is over 60 years old is increasing, although the increase is well
within the margin of error and overall population growth in the Township means the number of residents
under 60 declined only slightly. However, since the percentage of residents in their prime wage-earning
years of 25-59 has fallen steadily, the Township should monitor the change over time.
Cheltenham Township’s Total Population
2010
36,795

2011
36,819

Cheltenham Five-Year Plan
Financial Condition Assessment

2012
36,806

2013
36,849

2014
36,912
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36,924

2016
36,988

2017
37,172
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Cheltenham’s Age Distribution
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While the Township’s EIT revenues will certainly be affected by the social restrictions in place as a result
of the COVID-19 pandemic, the impact is still unclear at the time this report was released. Furthermore,
some of the EIT shortfall as a result of unemployment may be offset by increased EIT revenues from those
who now work from their homes in Cheltenham instead of commuting to Philadelphia for work. We
encourage the Township to update its baseline projection once the revenue impact is clearer.
So…earned income tax revenues are projected grow at 2.0 percent annually, slightly lower
than the historical annual average growth of 2.3 percent.
Trend #3: Loss of sewer revenues created a budget deficit
In May 2018, the Board of Commissioners approved the sale of the sanitary sewer system. The sale
provided $50.25 million in one-time proceeds, of which approximately $30 million were directed toward
paying down sewer-related debt. The system includes 106 miles of sewers that convey wastewater to the
Philadelphia Water Department (PWD) for wastewater treatment. Flows from a small portion of the western
and northwestern part of the Township are conveyed to Abington Township’s Wastewater Treatment Plant.
With the sale of the sewer system, the 2020 budget eliminated almost all sewer revenues except $0.2
million in delinquent sewer revenues. Meanwhile, only $5.9 million in expenditures was eliminated ($4.0
million payment to PWD and $1.9 million in debt service), creating a budget hole of $3.5 million. Using
approximately $17.0 million in sewer proceeds to pay down a portion of the general obligation debt and
increasing the real estate tax by 4.3 percent helped close part of the budget gap, but the Township is still
left with a $0.5 million deficit this year.
Stormwater and Sewer Revenues and Expenditures
$12.0
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$10.0
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$9.2
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$8.0
$7.0
$5.4
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$6.5

$6.4

$5.5
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2020
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Stormwater and sanitary sewer spending

So…sewer revenues and expenditures are eliminated beginning in 2020, creating an
immediate budget deficit of $3.5 million absent other actions to close the budget gap.
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Trend #4: Cheltenham has been controlling its salary growth through position control
From 2013 to 2018, the Township’s spending on salaries only grew by 1.7 percent on an annual basis
despite average annual general wage adjustments (GWA) of 2.5 percent for salaried employees, 3.2
percent for Teamsters, and 3.1 percent for police officers. These general wage adjustments do not include
step increases for police officers or the one-time bonus payment received by salaried employees in 2015.
Average annual inflationary growth during the same period was 0.9 percent in the Philadelphia MSA.4
General Wage Adjustments (GWA), 2013 - 2018
2014

2015

2016

2017

2018

CAGR

FOP

2.0%

3.0%

3.5%

3.5%

3.5%

3.1%

Teamsters5

3.5%

3.0%

3.5%

3.0%

3.0%

3.2%

Salaried6

0.0%

3.3%

3.5%

3.0%

3.0%

2.5%

Spending on salaries is a product of headcount (#) and annual salary ($). Over the last five years, the
Township controlled its salary growth primarily through vacancies (not filling a position immediately after it
became vacant), attrition (not ever filling a position, leading to a permanent reduction in staffing), and
replacement with more junior staff (hiring new employees who start at a lower salary rate). At the time of
this report was released, the Township also furloughed eight full-time employees and 25 part-time
employees as a result of the COVID-19 pandemic.
Compounded Average Growth Rate, 2013 - 2018
3.5%
3.0%
2.5%
2.0%
1.5%
1.0%
0.5%
0.0%

3.1%

3.2%
2.5%

1.7%
0.9%

CPI
(Philadelphia MSA)

Total salaries
spending

Police GWA
increases

Teamsters GWA Salaried employees
increases
GWA increases

So…salaries are projected to grow based on the provisions in the current contracts until they
expire at the end of 2021. Beginning in 2022, the baseline projects police wages to increase at
3.5 percent annually and civilians’ wages to grow by 3.0 percent annually, consistent with the
provisions in the current contracts.
Attrition and vacancies, however, led to increases in other forms of cash compensation. From 2013 to 2018,
overtime increased by 6.2 percent on an average annual basis, growing from $404,000 to $545,000.7 One
potential driver of overtime is manpower. When a department needs to meet a staffing requirement but

4

Both CPI-U and CPI-W grew by 0.9 percent on an annual average basis from 2013 to 2018 according to data from the Bureau of
Labor Statistics. CPI-U is a general index and seeks to track retail prices as they affect all urban consumers. CPI-W is a more
specialized index and seeks to track retail prices as they affect urban hourly wage earners and clerical workers.
5
Teamsters’ Group Leaders and Automotive Lead Mechanic received a 4.5 percent wage increase in 2014, which is not included in
this chart.
6
Salaried employees’ general wage adjustment in 2015 included a $250 bonus payment that was added to the base salary, equivalent
to approximately 0.3 percent of base salary.
7
Excludes Police special detail overtime.
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does not have sufficient staff available on call, it has to call back employees on overtime to meet that staffing
requirement. Two-thirds of the Township’s overtime spending is by the Police Department.
Attrition also leads to increased sick leave payout spending. When employees separate or retire, they
receive compensation for a portion of their accumulated sick leave balance. Police officers receive a
maximum of 87.5 days, Salaried employees receive a maximum of 55.5 days, and Teamsters receive a
maximum of 40 days in sick leave payment when they separate or retire.
Cash Compensation, 2013 - 2018

Millions

$15.0

$13.9

$14.4

$14.9

$15.1

$15.0

$15.4

2013

2014
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$0.0
Salaries & Wages

Salaries & Wages

Sick Leave Payout

2013
13,471,593

2014
13,821,896

2015
14,304,404

2016
14,329,055

404,275

463,703

549,749

480,498

532,760

545,470

6.2%

48,472

77,193

69,034

272,976

181,427

181,176

30.2%

13,924,340

14,362,792

14,923,187

15,082,530

14,989,836

15,397,594

2.0%

Overtime8
Sick Leave Payout
Total

Overtime

2017
14,275,650

2018
14,670,948

CAGR
1.7%

Health Benefits
Cheltenham spends over $6.0 million annually on health benefits. Approximately half of the health
insurance spending is for active employees and the remaining half is for retired employees. From 2013 to
2018, Township health benefits spending grew from $4.9 million to $6.1 million, equivalent to annual growth
of 4.4 percent. Retirees’ benefit spending grew at a higher rate (5.6 percent) than active employees’ health
benefits spending (3.2 percent). The 4.4 percent in average growth is fairly moderate – according to the
2020 Segal Health Plan Cost Trend Survey that collects data from health insurance providers, national
PPO and HMO health plans grew at an annual average rate of 6.0 to 7.0 percent through the same period.9

Millions

Health Benefits Spending
$7.0
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$5.0
$4.0
$3.0
$2.0
$1.0
$0.0

$5.8

$6.1

$6.1

$2.3

$2.6

$2.7

$3.2

$2.9

$3.2

$3.3

$3.4

$3.0

2014

2015

2016

2017

2018

$4.9

$5.1

$2.4

$2.2

$2.5
2013

$5.5

Active employees' benefits

8
9

Retirees' benefit payments

Excludes special detail overtime which is reimbursed to the Township.
2020 Segal Health Plan Cost Trend Survey, Fall 2019.
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The moderate growth in health benefits spending is in part due to actions the Township have taken to
control the cost. Police officers hired after January 1, 2013 can no longer select PPO plans, which are
generally more expensive, and those hired after December 30, 2010 are limited to ten years of retiree
benefits and have to pay 10 percent of premium cost. The Township has also made changes to civilians’
retiree benefits in recent years -- Teamsters hired after 2013 and salaried employees hired after 2014 no
longer receive post-retirement health benefits. While the Township likely will not realize the savings from
these provisions immediately, taking incremental actions such as these will be instrumental to helping the
Township maintain fiscal stability in the future.
Trend #5: Required pension contributions have stabilized
Cheltenham has four pension plans: Police, Salaried, Hourly, and Commissioners.
Every Pennsylvania municipality is required to make an annual contribution (called the Minimum Municipal
Obligation, or MMO) to their employee pension plans. The Township’s combined MMOs for the four plans
more than doubled from 2009 to 2015, growing from $1.8 million to $3.8 million, or by 13.1 percent on an
average annual basis. The MMOs then stabilized, remaining at approximately $3.8 million since 2015.
The required pension contributions were adjusted every two years based on the most recent actuarial
valuation.
Minimum Municipal Obligation (MMOs), 2009 - 2018
$4.5
$4.0
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Police
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The MMO is the sum of three items:
1. The cost of pension benefits accrued in the current year (normal cost);
2. The cost to pay off the pension plans’ unfunded liability (amortization cost); and
3. The cost to administer the plans (administrative cost).
The table below shows the normal cost, amortization cost, and MMO for the four pension plans provided
in the January 1, 2017 valuation. The MMO shows the Township’s net responsibility after the employee
contributions (5.0 percent of salary for police, hourly, and salaried employees; no contributions required
for commissioners).
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Minimum Municipal Obligation and Funded Ratio as of January 1, 2017

Normal cost
Amortization
Administrative Expense
Member Contributions

Police
621,205
1,714,084
105,927
(319,918)

Hourly
283,386
320,526
35,499
(159,001)

Salaried
406,887
824,777
44,163
(209,534)

Commissioners
8,814
5,906
8,436
0

Total
$1,320,292
$2,865,293
$194,025
($688,453)

Total MMO
Actuarial Value of Assets
Actuarial Accrued Liability
Unfunded Liability
Funded Ratio

$2,121,298
36,820,393
47,448,981
10,628,588
77.6%

$480,410
12,169,925
14,635,675
2,465,750
83.2%

$1,066,293
16,695,897
21,049,413
4,353,516
79.3%

$23,156
316,725
331,773
15,048
95.5%

$3,691,157
$66,002,940
$83,465,842
$17,462,902
79.1%

The amortization cost reflects various gains and losses, plan amendments, and changes in actuarial
assumptions that have occurred over time. That includes any gains and losses from plan experience
(differences between assumed and actual employee salary growth, retirement age, and mortality) as well
as investment earnings (differences between assumed and actual investment earnings).
Cheltenham’s pension plans assume an 8.0 percent annual investment return, which is relatively high.
Nationally, the median investment return assumption is 7.25 percent.10 The following table shows the
difference between projected and actual investment earnings for each year from 2015 to 2018. Positive
numbers mean that there was an actuarial gain, and negative numbers mean that there was an actuarial
loss.
Difference between Projected and Actual Investment Earnings11

Police

(2,501,748 )

(520,897)

2,944,944

(5,937,589)

2015-18
Total
($6,015,290)

Salaried

(1,112,080)

(236,997)

1,197,706

(2,701,118)

($2,852,489)

(809,917)

(160,481)

902,748

(1,983,065)

($2,050,715)

2015

Hourly
Commissioners
Total
Money-weighted rate of return12

2016

2017

2018

(22,387)

(5,161)

18,211

(57,181)

($66,518)

(4,446,132)

(923,536)

5,063,609

(10,678,953)

($10,985,012)

-6.7%

N/A

0.3%

6.6%

16.2%

Moving forward, the Township’s actuary projects that Cheltenham’s annual MMO will increase to $4.0
million in 2021 before dropping to $2.6 million by 2025. These projections assume no additional actuarial
gains or losses. Based on the pension plans’ current assumptions, this means that the Township’s plan
assets will achieve an 8.0 percent investment return each year and the mortality assumption will be
reflective of the Township’s actual experience.13
Many local governments have started to make changes to the actuarial assumptions to more accurately
reflect plan experiences and expectations, but those changes can also result in a larger unfunded liability
and trigger a higher legally required MMO contribution to the funds. The actuary estimates that updating
the mortality table will cost the Township an additional $865,000 over the next five years. If the Township

10

NASRA Issue Brief: Public Pension Plan Investment Return Assumptions, February 2019.
2018 actuarial report for pension reporting.
2014-2018 Comprehensive Annual Financial Report. The money-weighted rate of return expresses investment performance, net
of investment expense, adjusted for the changing amounts actually invested.
13
Cheltenham’s pension plans currently use the RP2000 mortality table assumption. The RP2000 table does not include projected
mortality improvements.
11
12
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does not make the change, there is a risk that funding levels will drop, which will also drive the MMO
payments higher, holding other variables constant.

Millions

Projected Minimum Municipal Obligation (MMO)
$4.5
$4.0
$3.5
$3.0
$2.5
$2.0
$1.5
$1.0
$0.5
$0.0

$3.9

$3.8

$4.0

$3.9
$3.5

$3.3
$2.6

2019
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2021

2022

2023

2024

2025

So…the baseline assumes the MMO to rise to $4.0 million in 2021 before dropping to $2.6
million in 2025 with no changes to the mortality or investment assumptions.

Trend #6: Capital projects are primarily funded through debt financing
Over the last decade, Cheltenham issued between $7 and $10 million in bonded debt approximately every
two years to fund capital improvement projects. Apart from $390,000 in transfer from the General Fund in
2016, the Township generally has not made pay-as-you-go contributions for capital improvement projects.
In aggregate, approximately 40 to 50 percent of the debt proceeds were dedicated toward improvements
to the sanitary sewer system, including infiltration abatement. Moving forward, capital spending priorities
are expected to adjust with the sale of the sewer system.
Debt Issuances for Capital Projects (Not Including Refunding Series), 2008 - 2018
Bonded Debt

Amount

Purposes

Series of 2008

$7,500,000

Acquisition of vehicles and equipment, construction of street and other public
works improvements, repair of sanitary sewer system, traffic signal upgrades, flood
mitigation improvements, and other capital projects

Series of 2011

$7,200,000

Capital additions, replacements, and improvements to the sewer system facilities;
various capital projects related to the General Fund

Series of 2012

$7,200,000

Upgrades to the sewer system, street improvements, and other capital projects

Series B of 2014

$7,050,000

Financing of a new sewer infiltration abatement project, Jenkintown Road bridge
replacement, and Ashmead Road bridge replacement

Series of 2016

$10,000,000

Improvements to the sewer system and other capital projects

Series of 2018

$10,000,000

Improvements to infrastructure including road, bridgework, trails, and streetscape

Because municipal bonds are generally repaid over twenty to thirty years, many local governments fund a
portion of their capital budget using pay-as-you-go funding so that current resources are used to pay for
capital projects that have a shorter useful life (e.g. vehicles, equipment) and use debt financing as a tool to
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fund capital projects that last for a longer period of time (e.g. building renovations). Moody’s
recommendation is to adopt policies that include pay-as-you-go funding targets based on individual
governments’ needs. For example, some governments have policies that ensure that 5 percent of building
permit fees, impact fees, or other earmarked revenues are diverted annually to pay-go capital spending.14
So…the baseline projection assumes additional debt issuances of $10 million in 2020 and
again in 2023, consistent with how the Township has historically funded its capital
improvement plans.
Because municipal debt is typically repaid over 30 years with interest, the Township’s 2016 and 2018 debt
issuance resulted in additional debt service spending of approximately $800,000 annually through 2034,
before it doubles to $1.6 million in 2035 after the previous debt is paid off.
As shown in the chart below, issuing bonded debt approximately every two years resulted in the Township’s
debt service payments increasing from $3.0 million in 2013 to $4.3 million in 2019, an average annual
growth of 6.1 percent. Even though using sewer proceeds to pay down a portion of the existing debt will
reduce the Township’s debt service spending, issuing $10 million in debt to pay for capital projects every
few years will eventually increase the debt service level again, and the Township will have to find new
revenues to fund those increases.
Debt Schedule, 2019 - 2048 (Prior to Debt Repayment)
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By dedicating a portion of the sewer proceeds to pay down sewer debt, the Township’s annual debt service
payment will drop from $4.4 million to approximately $2.5 million. The Township’s 2020 budget assumes
dedicating an additional approximately $17 million to pay down additional general obligation (GO) debt, so
Cheltenham’s debt service will be reduced to $362,000 in 2020. Beyond 2020, debt service will grow
gradually to $1.0 million by 2025 absent additional debt issuance.
However, because the Township has been issuing $7 to $10 million in bonded debt approximately every
two years, the five-year projections included in the 2020 budget assumes new debt issuances of $10 million
in 2020 and again in 2023. As a result of these assumed debt issuances, Cheltenham’s annual debt service
payment is projected to grow from $0.4 million in 2020 to $2.1 million in 2025.

14

The Six Critical Components of Strong Municipal Management: Managerial Methods to Promote Credit Enhancement,” p. 4,
Moody’s Investor Service, March 2004.
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Millions

Debt Service Before and After Debt Repayment
Before New Debt Issuances
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Before paying down sewer debt

After paying down sewer debt

After paying down additional GO debt

Key Findings
Based on the six key financial trends as described above, we identified three key findings that will shape
the rest of this Five-Year Financial Plan.
Finding #1: Cheltenham has a structural problem
From 2013 to 2018, Cheltenham’s revenues only grew by 2.0 percent on an annual basis even though the
Township had 4.4 percent in average annual increases in the real estate tax. Expenditures, on the other
hand, grew at an annual rate of 2.5 percent due in part to the steep growth in debt service and increased
health care costs. In part due to that structural imbalance, the Township finished 2018 with a deficit of $0.6
million and total unrestricted fund balance dropped to 13.6 percent of operating revenues. The 2020 budget
anticipates using $0.5 million in fund balance to balance the budget.
Average Annual Growth, 2013 - 2018
7.0%

6.1%

6.0%
5.0%

4.4%

4.3%

4.0%
3.0%

2.3%

2.5%

2.0%

2.1%

2.0%

2.0%
1.0%

0.5%

0.0%

0.0%
Taxable
assessed
values

Real estate
tax

EIT

Operating revenues
Operating expenditures
Net operating result15
Unrestricted fund balance
Fund balance as a % of revenues

15

Other
revenues

2013 audit
37,890,137
37,543,644
$346,493
5,081,774
13.5%

Total
revenues

Total
Cash
expenditures compensation

2014 audit
39,182,472
38,338,293
$844,179
6,010,970
15.3%

2015 audit
40,376,853
40,484,615
($107,762)
6,033,906
15.0%

Health
benefits

2016 audit
40,999,047
40,799,047
$200,000
6,233,906
15.2%

Pension
Debt service
contributions

2017 audit
41,776,373
41,669,243
$107,130
6,341,036
15.2%

2018 audit
41,899,527
42,531,825
($632,298)
5,708,738
13.6%

Excludes revenues and expenditures from debt issuance and refinancing.
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Finding #2: The sale of the sewer system creates a budget deficit
In 2019, Cheltenham budgeted $9.6 million in sewer revenues. At the same time, it projected spending $6.4
million on stormwater and sanitary sewer management, the majority of which was a $4.0 million payment
to the Philadelphia Water Department (PWD) for wastewater treatment. Another $1.9 million was debt
service spending for sewer-related debt, and the remaining $0.5 million was primarily the personnel and
operating expenses of the Department, which had four full-time employees.
With the sale of the sewer system, the 2020 budget eliminated almost all sewer revenues except $0.2
million in delinquent sewer revenues. Meanwhile, only $5.9 million in expenditures was eliminated ($4.0
million payment to PWD and $1.9 million in debt service), creating a budget hole of $3.5 million. Using
approximately $17.0 million in sewer proceeds to pay down a portion of the general obligation debt and
increasing the real estate tax by 4.3 percent helped close part of the budget gap, but the Township is still
left with a $0.5 million deficit this year.
Stormwater and Sewer Revenues and Expenditures
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Key Finding #3: The sewer sale proceeds should be used strategically to provide fiscal stability in
the future
To maintain long-term sustainability, one-time financial windfalls – such as the proceeds from the sewer
sale – should be directed to areas where the investment would bring recurring savings or revenues, such
as paying down its pension or debt obligations and/or investing in capital improvement to alleviate some
long-term maintenance and rehabilitation costs.
Cheltenham also needs an adequate level of fund balance to maintain cash flow flexibility and provide a
buffer against unexpected revenue shortfalls or unbudgeted expenditures. The Government Finance
Officers Association (GFOA) recommends maintaining a fund balance of no less than 16.7 percent (or two
months) of operating revenues. That would be equivalent to $6.0 million based on the Township’s 2020
budget.
When we presented this Financial Condition Assessment to the Board of Commissioners in November
2019, the Commissioners took our preliminary assessment and recommendations to heart and dedicated
approximately $17 million in sewer proceeds to pay down additional general obligation (GO) debt during
the 2020 budget process. As a result, the Township’s debt service dropped from $4.3 million in 2019 to
$0.4 million in the 2020 budget.
That said, absent corrective actions, Township government is still left a multi-million dollar deficit that grows
bigger every year. The following chapters describe how the Township can correct some of these trends and
wrench Township government’s finances back into balance.
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Management Audit
While helping Cheltenham Township gain fiscal stability is the primary goal of this Five-year Plan, this
should not be the ultimate goal of Township government. As evidenced in the Township’s current mission
statement, good stewardship of the Township’s financial resources is one of the key goals of Township
government, but the ultimate mission is much broader.
It is the mission of the Township of Cheltenham to provide outstanding municipal
governance and services that meet the needs of our residents and businesses in a costeffective and professional manner. It is the Township’s vision to celebrate our vibrant,
diverse, and historic community, to enhance and maintain quality of life, and to achieve
economic and environmental sustainability by promoting actions and opportunities
consistent with good stewardship of our natural and financial resources.
When PFM met with the Commissioners earlier this year, they expressed interest in refining this mission
statement to more accurately reflect their vision for the Township; we encourage the Township to do so as
a priority this year. That said, there are a few key elements in the current mission statement that resonated
with Township leaders and will shape the rest of this Five-year Plan:


Celebration of the diverse and historic community: As a Township that was created in 1682 as
part of Philadelphia County, Cheltenham is proud of its diversity and history and should continue
to celebrate that.



Services that maintain and enhance quality of life: Commissioners discussed areas of quality
of life that they value, including cleanliness, safety, and neighborhood vibrancy. Maintaining clean
streets and ensuring public safety is and should be a priority for Cheltenham – 80 percent of the
Township’s budget is spent on public works and public safety.



Effective management of resources: Fiscally responsible government should manage its money
well and live within its means, with total recurring expenditures balanced against total recurring
revenues in the annual budget. A fiscally responsible government should also manage its physical
resources well. Township leaders emphasized the need to maintain the facilities, equipment, and
infrastructure that Township government uses every day to deliver services to residents and
businesses. A fiscally responsible government has a realistic plan to repair and replace its own
infrastructure.

From Mission to Measurement
While the current mission statement will be further refined by the Commissioners, Township leaders should
be able to start identifying the largest obstacles to fulfilling its mission. Then government leaders can set a
limited number of goals intentionally chosen to overcome those obstacles. The goals then inform the
strategies, which are the actions that specific units of Township government will take to achieve these goals
and advance the mission.
Having a strategy does not guarantee that it will be successfully executed, or even that successful execution
will advance the mission as intended. So, whenever possible, the Township should have measures so
leaders can gauge whether a strategy is working. The combination of goals, strategies, and performance
measures provides a framework for evaluating what works and deciding how to allocate the Township’s
limited resources accordingly.
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From Mission to Measurement: A Framework for Plan Strategies

Mission

Obstacles

Goals

Strategies

Measures

The Financial Condition Assessment identifies a number of obstacles that the Township is facing in order
to meet its mission of achieving economic sustainability. Unless the Township finds a way to overcome
those obstacles, in part by using the goals and strategies outlined in this Plan, Cheltenham Township
government will continue to incur large deficits and struggle to deliver quality municipal services absent
large tax recurring increases. It will also lack the resources to make the strategic investments it needs to
maintain its infrastructure and attract businesses and residents to live, work, and play in the Township.
However, if Cheltenham is able to make the hard decisions as outlined in this Plan, it will be able to start
addressing the structural issues identified in the financial condition assessment. It will also be able to be a
constructive partner in addressing larger community issues such as preserving its recreational and historical
assets and sustaining community. The ultimate goal of this multi-year plan, therefore, is not only to improve
Cheltenham’s financial position. It is to strengthen the Township’s financial position so that it can make the
investments it needs to make so that it can continue to deliver quality services and celebrate its diversity
and history.

Management Audit
This section of the report gives a very high level overview of Township government operations – the services
that Township government provides, how those duties are distributed across the Township’s departments,
and how much the Township spent in each department from 2013 to 2018.
In late 2019 and early 2020, PFM met with department heads to discuss the services each department
provides, how resources are allocated to those functions, and how well that allocation aligns with the
mission statement. We also discussed recent changes in service demand and staff’s ideas for responding
to those challenges.
At a high level, Cheltenham Township government is organized using a commission-manager form of
government. The Township’s budget supports eight departments:









Administration Department
Finance Department
Police Department
Fire Department
EMS Department
Public Works Department
Planning & Zoning Department
Parks and Recreation Department

It is important to note that total departmental spending only represents
approximately 60 percent of the 2020 budget. The Township budgets
its health insurance benefits, workers’ compensation, and pension
contribution centrally instead of allocating those personnel costs to
each department. Other township-wide costs such as debt service
payments and liability insurance are budgeted outside departments’
budgets as well. In addition, Cheltenham makes an annual contribution
to the Cheltenham Library system, which is discussed later in this
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chapter. The table below shows total General Fund spending from 2013 to 2018, including both
departmental and non-departmental spending.
General Fund Expenditures, 2013 – 2020 (Includes Departmental and Non-Departmental Spending)
2013
Actuals

2014
Actuals

2015
Actuals

2016
Actuals

2017
Actuals

2018
Actuals

1,370,663

1,508,487

1,615,377

1,650,543

1,488,059

1,662,154

100,142

105,451

108,418

110,224

112,220

111,455

Police

8,193,597

8,418,272

8,528,956

8,468,728

8,353,731

Fire

1,311,986

1,339,327

1,334,824

1,326,650

1,308,801

EMS

1,051,935

1,059,806

1,126,081

1,111,437

Public Works

7,565,221

7,380,792

8,180,145

7,922,517

Parks & Recreation

1,813,951

1,840,580

1,735,504

1,726,624

Administration
Finance

Planning & Zoning

2013-18
CAGR

2019
Budget

2020
Budget

3.9%

1,934,761

1,934,808

2.2%

114,650

118,925

8,660,775

1.1%

9,240,316

9,514,748

1,330,965

0.3%

1,460,513

1,444,334

1,091,761

1,154,210

1.9%

1,211,908

1,221,402

9,153,378

8,940,230

3.4%

9,210,893

5,111,166

1,636,593

1,668,973

(1.7%)

1,950,659

1,933,243

423,133

395,066

459,335

489,468

447,975

483,056

2.7%

508,756

522,444

$21,830,628

$22,047,781

$23,088,640

$22,806,191

$23,592,518

$24,011,818

1.9%

$25,632,456

$21,801,070

Library

1,499,886

1,499,886

1,548,000

1,548,000

1,623,000

1,693,000

2.5%

1,713,000

1,713,000

Health Insurance

5,556,804

5,890,906

6,268,372

6,610,205

6,787,071

6,905,790

4.4%

7,262,000

7,064,522

Pension

3,424,083

3,254,966

3,831,727

3,786,614

3,725,917

3,792,560

2.1%

3,841,612

3,866,517

FICA

1,090,613

1,139,500

1,141,989

1,134,959

1,158,903

1,179,235

1.6%

1,235,000

1,255,000

681,102

665,315

767,738

781,821

813,308

860,899

4.8%

868,000

680,000

2,929,646

3,280,177

3,424,884

3,534,282

3,933,364

3,935,612

6.1%

4,343,321

370,169

Departmental Spending

Workers' Compensation
Debt Service
Other

123,115

171,670

65,625

72,373

56,540

54,063

160,600

55,600

Non-Departmental Spending

$15,305,249

$15,902,420

$17,048,335

$17,858,612

$18,098,103

$18,421,159

(15.2%)
3.8%

$19,423,533

$15,004,808

Total

$37,135,877

$37,950,201

$40,136,974

$40,664,803

$41,690,621

$42,432,978

2.7%

$45,055,989

$36,805,878

Administration Department
Under the direction of Commissioners’ appointed Township Manager, the administrative departments of
Cheltenham Township government carry out a variety of internal functions that are integral to the delivery
of municipal services.
These responsibilities include oversight of all departmental budgets and accounts (Accounting), human
resources (HR), and information technology (IT). Together, these offices work to ensure that all other
departments are equipped with resources necessary to carry out their mandates. The Township reports the
total spending for all of these functions combined under a centralized Administration Department.
The Township employs four staff members in the Fiscal Affairs division and two staff members in the
Human Resources division. Cheltenham currently maintains external contracts for IT support and legal
services.
Administration Department, 2013 – 2020 Actual and Budgeted Spending

Administration

2013
Actuals

2014
Actuals

2015
Actuals

2016
Actuals

2017
Actuals

2018
Actuals

2013-18
CAGR

2019
Budget

2020
Budget

1,370,663

1,508,487

1,615,377

1,650,543

1,488,059

1,662,154

3.9%

1,934,761

1,934,808

Finance Office
The Finance Office is led by the Finance Officer, which is an elected position. The Finance Officer’s primary
responsibility is to collect all "county, institution district, township, school, and other taxes levied by
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authorities empowered to levy taxes within the township” according to the Township’s charter. In addition
to collecting the real estate tax for the County, School District, and Township, the Finance Officer also
collects the business privilege tax and refuse fees on behalf of the Township.
The Finance Officer may also be charged with additional responsibilities, including those of the Treasurer
or Controller, at the discretion of the Board of Commissioners and their appointed Township Manager. The
current Finance Officer has been assigned the duties of the Controller, which gives the Finance Officer
authority to approve purchasing orders as well as the responsibility of reporting exhausted appropriations
to the Board.
Finance Office, 2013 – 2020 Actual and Budgeted Spending

Finance Officer

2013
Actuals

2014
Actuals

2015
Actuals

2016
Actuals

2017
Actuals

2018
Actuals

2013-18
CAGR

2019
Budget

2020
Budget

100,142

105,451

108,418

110,224

112,220

111,455

2.2%

114,650

118,925

Police Department
The Police Department is the Township’s largest department with 69 police officers, eight Community
Service Officers (CSOs), and 10 part-time crossing guards. Its stated mission is to “work in partnership with
their community in seeking out and solving problems in order to enhance the community’s quality of life.”
The Department has four divisions:


Administrative Services, which provides clerical support to the department as well as crossing
guards for the school district;



Detective, which holds primary responsibility for the investigation of crimes;



Patrol, which maintains law enforcement’s public presence in the Township and provides firstresponse to emergencies; and



Professional Standards, which holds responsibility for training, guidelines, and internal
investigations.

The Police Department also has a number of special units, including Animal Control, Community Policing,
Drug Task Force, K-9 Unit, and SWAT team.
Police Department, 2013 – 2020 Actual and Budgeted Spending

Police

2013
Actuals

2014
Actuals

2015
Actuals

2016
Actuals

2017
Actuals

2018
Actuals

2013-18
CAGR

2019
Budget

2020
Budget

8,193,597

8,418,272

8,528,956

8,468,728

8,353,731

8,660,775

1.1%

9,240,316

9,514,748

Fire Department
Cheltenham Township maintains a volunteer fire department coordinated by a full-time Fire Marshal and
a part-time Assistant Marshal. The township also retains a part-time inspector. The Department is
comprised of five fire companies – Cheltenham, La Mott, Elkins Park, Glenside, and Ogontz with nearly
200 volunteer firefighters.
The Cheltenham Township Fire Department responds to a wide variety of incidents, including fire
suppression, fire investigation, search and rescue, and fire prevention.
From 2013 to 2018, Cheltenham allocated $148,000 to each fire company annually, totaling $700,000. In
2019, the Township increased the allocation to $832,500. Cheltenham also receives a distribution of the
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foreign fire insurance tax from the State that must be used toward the volunteer firefighters’ relief
association. From 2013 to 2018, the Township’s portion of the foreign fire insurance tax distribution dropped
from $288,000 to $207,000.
Fire Department, 2013 – 2020 Actual and Budgeted Spending

Fire

2013
Actuals

2014
Actuals

2015
Actuals

2016
Actuals

2017
Actuals

2018
Actuals

2013-18
CAGR

2019
Budget

2020
Budget

1,311,986

1,339,327

1,334,824

1,326,650

1,308,801

1,330,965

0.3%

1,460,513

1,444,334

Emergency Medical Service and Emergency Management
The Cheltenham Township Emergency Medical Service (EMS) Department provides first-response to
medical emergencies in the community. The Department consists of the Volunteer Coordinator, the
Assistant Chief, 10 full-time paramedics, and one billing clerk. The department also employs 25 part-time
paramedics and a small number of volunteers. Together, they respond to over 3,300 emergency calls each
year.
The EMS Department currently operates three ambulances, two of which are stationed at the Township
complex on Old York Road and one is stationed on the Arcadia University campus. The EMS Department
also has a fourth ambulance on reserve. In recent years, the department has also acquired a paramedic
responder motorcycle.
From 2013 to 2018, the Department’s spending grew at an annual rate of 1.9 percent, of which
approximately 80 to 90 percent of the expenses were offset by EMS revenues.
EMS Department Spending and Revenues16
2013
Actuals

2014
Actuals

2015
Actuals

2016
Actuals

2017
Actuals

2018
Actuals

2013-18
CAGR

2019
Budget

2020
Budget

EMS Spending

1,051,935

1,059,806

1,126,081

1,111,437

1,091,761

1,154,210

1.9%

1,211,908

1,221,402

EMS Revenues

1,029,966

965,862

1,006,114

942,711

874,296

1,028,637

(0.1%)

1,110,600

1,115,100

97.9%

91.1%

89.3%

84.8%

80.1%

89.1%

N/A

91.6%

91.3%

Cost Recovery %

Public Works Department
The Public Works Department consists of five divisions:

16



The Streets & Bridges Division is responsible for the maintenance of streets, highways, bridges,
and parks. This division is also responsible for the Code Enforcement and Vehicle Maintenance
functions of Township government;



The Street Lights & Traffic Signals Division maintains the Township’s street lights and traffic
safety infrastructure and equipment;



The Stormwater Management Division (previously the Sewer Division) is responsible for repairing
sinkholes, the inlets, and drainage related to the storm water system;



The Refuse Division is responsible for the collection of residential waste and recyclables as well
as bulk trash pick-up; and



The Township Buildings Division is responsible for maintaining most Township-owned buildings.

Please note that EMS and Emergency Management share the same budget line items, even though they are two separate functions.
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The Department is also responsible for operating a 24/7 hotline that is staffed by the Public Works Director
and the five superintendents.
Public Works Department, 2013 – 2020 Actual and Budgeted Spending
2013
Actuals

2014
Actuals

2015
Actuals

2016
Actuals

2017
Actuals

2018
Actuals

2013-18
CAGR

2019
Budget

2020
Budget

1,173,172

1,274,754

1,314,506

1,294,553

1,465,621

1,399,253

3.6%

1,583,139

1,838,957

433,039

474,751

586,426

540,822

497,782

497,032

2.8%

577,270

493,099

Stormwater Management

3,763,383

3,469,389

4,079,094

3,822,308

4,780,087

4,570,075

4.0%

4,534,630

459,920

Refuse

1,955,131

1,915,504

1,937,010

2,009,171

2,101,406

2,119,246

1.6%

2,130,090

1,939,600

240,496

246,394

263,109

255,663

308,482

354,624

8.1%

385,764

379,590

7,565,221

7,380,792

8,180,145

7,922,517

9,153,378

8,940,230

3.4%

9,210,893

5,111,166

Streets & Bridges
Street Lights & Traffic Signals

Buildings
Public Works Department

Streets and Bridges
The Streets and Bridges division of Public Works is responsible for a broad range of functions necessary
to promote and maintain cleanliness and quality of life for Township residents. This division is managed by
a superintendent who oversees multiple units that are budgeted within this division:


The Highway unit is responsible for cleaning and maintaining 103 miles of Township roads and
public spaces. The unit’s duties include street sweeping, snow removal, pothole repairs, and street
cuts in preparation for paving and milling. The Township contracts out paving and road-marking,
and both services are paid for by the Liquid Fuels Fund. This unit also handles illegal dumping
issues.



The Parks Maintenance unit is responsible for cleaning and maintaining the Township’s parks and
playgrounds.



The Code Enforcement unit is responsible for enforcing the Township’s property maintenance and
public health ordinances by responding to housing and property maintenance complaints. This unit
is staffed with a Public Works Coordinator who manages code enforcement, one full-time code
enforcement officer, one secretary, and one part-time inspector.



The Garage is responsible for maintaining the majority of vehicles and equipment owned by the
Township. This unit is staffed by five mechanics and most repairs are done in-house at the Public
Works facility located at 8101 York Road.
Streets and Bridges Division, 2013 – 2020 Actual and Budgeted Spending

Streets & Bridges

2013
Actuals

2014
Actuals

2015
Actuals

2016
Actuals

2017
Actuals

2018
Actuals

2013-18
CAGR

2019
Budget

2020
Budget

1,173,172

1,274,754

1,314,506

1,294,553

1,465,621

1,399,253

3.6%

1,583,139

1,838,957

Refuse and Recycling
Refuse and Recycling is staffed with one part-time Refuse Superintendent and 16 full-time refuse
collectors. This division provides residential trash and recycling pickup on Mondays through Thursdays and
yard waste, bulk trash, and compost pickup on Fridays. The Refuse division also provides seasonal leaf
collection for Township residents.
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From 2013 to 2018, the Township’s refuse disposal costs grew at a faster rate than refuse collection
expenses, which are primarily personnel costs for the 17 employees in this division. Cheltenham disposes
approximately 8,000 tons in trash and over 3,000 tons in recycling each year.
Refuse Division, 2013 – 2020 Actual and Budgeted Spending

Refuse Collection

2013
Actuals

2014
Actuals

2015
Actuals

2016
Actuals

2017
Actuals

2018
Actuals

2013-18
CAGR

2019
Budget

2020
Budget

1,438,550

1,484,605

1,475,781

1,498,122

1,594,375

1,533,559

1.3%

1,564,240

1,329,670

Refuse Disposal

516,581

430,899

461,229

511,049

507,031

585,687

2.5%

565,850

609,930

Refuse Division

1,955,131

1,915,504

1,937,010

2,009,171

2,101,406

2,119,246

1.6%

2,130,090

1,939,600

To offset the costs of refuse collections, the Township charges a $325 annual refuse fee for each residential
housing unit that is collected by the Finance Officer. Total refuse revenues are higher than the Refuse
Department’s total spending in part because the refuse fee also covers employee benefits as well as indirect
costs incurred by the Township, such as payroll processing, vehicle maintenance, and fee collection costs.
The large increase in refuse revenues from 2018 to 2019 was due to a fee increase from $286 to $325.

Refuse Revenues

2013
Actuals

2014
Actuals

2015
Actuals

2016
Actuals

2017
Actuals

2018
Actuals

2013-18
CAGR

2019
Budget

2020
Budget

2,768,333

2,878,236

2,842,800

2,942,844

2,968,932

2,898,421

0.9%

3,371,825

3,363,325

Street Lights and Traffic Signals
The division of Street Lights & Traffic Signals maintains the Township’s traffic safety infrastructure and
equipment, such as its street lights and traffic signals. The division is currently staffed with a full-time
Superintendent, and more than half the division’s spending is on utility costs paid to PECO.
The majority of the Township’s traffic lights are LED, and its street lights were recently replaced with 3,000
Kelvin LED lights. The 2020 capital budget includes funds to update the Townships traffic signals and
controller boxes.
Street Lights Division, 2013 – 2020 Actual and Budgeted Spending

Street Lights &
Traffic Signals

2013
Actuals

2014
Actuals

2015
Actuals

2016
Actuals

2017
Actuals

2018
Actuals

2013-18
CAGR

2019
Budget

2020
Budget

433,039

474,751

586,426

540,822

497,782

497,032

2.8%

577,270

493,099

Stormwater Management
The Stormwater Management division was previously known as the sewer division. With the sale of the
sewer system, this Division is now solely responsible for managing the Township’s stormwater
infrastructure, including the maintenance and repair of storm pipes, inlets, and drainage.
The significant decrease in stormwater management spending in the 2020 budget is a result of the sale of
the sewer system, which eliminated the $4.0 million in wastewater treatment costs the Township previously
paid to the Philadelphia Water Department (PWD).
The $450,000 as shown in the 2020 budget does not include the cost of stormwater capital projects. From
2014 to 2018, the Township spent a total of $1.7 million on stormwater-related capital projects, including
those that are funded by grants.
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Stormwater Division, 2013 – 2020 Actual and Budgeted Spending

Stormwater
Management

2013
Actuals

2014
Actuals

2015
Actuals

2016
Actuals

2017
Actuals

2018
Actuals

2013-18
CAGR

2019
Budget

2020
Budget

3,763,383

3,469,389

4,079,094

3,822,308

4,780,087

4,570,075

4.0%

4,534,630

459,920

Township Buildings
The Buildings division is responsible for the maintenance of all of the Township’s public buildings and
facilities. The Township owns a total of 16 facilities, which consist of five administrative buildings, two library
buildings, two libraries/community centers, two meeting centers, two swimming pools, and three other
spaces.
This division is staffed by three full-time employees – one Buildings Supervisor and two maintenance
personnel. One of the maintenance employees works full-time at LaMott Community Center and the other
provides janitorial services to the other buildings and parks. According to the bargaining agreement with
the Teamsters Union, Local No. 115, the current employee assigned to work at the La Mott Center will
remain designated to the La Mott center until the employment ceases or if the employee chooses to bid
and is awarded another job.
Buildings Division, 2013 – 2020 Actual and Budgeted Spending

Buildings

2013
Actuals

2014
Actuals

2015
Actuals

2016
Actuals

2017
Actuals

2018
Actuals

2013-18
CAGR

2019
Budget

2020
Budget

240,496

246,394

263,109

255,663

308,482

354,624

8.1%

385,764

379,590

Parks and Recreation Department
The Parks and Recreation Department oversees all of Cheltenham Township’s parks, community centers,
and pools. It also organizes and contracts for fee-supported recreational programming in the Township.
The Department has five full-time employees: the Department Director, two Community Center Directors,
and two Program Coordinators. The Parks and Recreation Department relies on the Department of Public
Works for the maintenance and upkeep of all facilities and employs an extensive part-time and seasonal
staffing complement, particularly during its peak summer months. Popular offerings include the Summer
Teen Enrichment Program (STEP), the Summer Playground Program, and the annual Community Harvest
Festival, in addition to regular pool activities and competitions. In the 2019 pool season, the Conklin Pool
had approximately 1,500 residents register for summer memberships while the Glenside Pool had
approximately 1,000 residents register.
From 2013 to 2018, the Department’s spending decreased from $1.8 million to $1.7 million, representing
an annual average drop of 1.7 percent.
Parks and Recreation Department, 2013 – 2020 Actual and Budgeted Spending

Recreation
Pools
Total

2013
Actuals

2014
Actuals

2015
Actuals

2016
Actuals

2017
Actuals

2018
Actuals

2013-18
CAGR

2019
Budget

2020
Budget

1,655,973

1,656,333

1,528,521

1,509,970

1,420,435

1,460,556

(2.5%)

1,697,324

1,692,333

157,978

184,247

206,983

216,655

216,158

208,417

253,335

240,910

1,813,951

1,840,580

1,735,504

1,726,624

1,636,593

1,668,973

1,950,659

1,933,243
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Planning and Zoning Department
The Planning and Zoning Department issues permits for building repairs and renovations including
electrical, mechanical, and plumbing related work. It also issues trade licenses for contractors working in
Cheltenham and is responsible for enforcing the Township’s zoning and building code.
The Department is staffed by five full-time employees – one Director, one Building Inspector, one Permitting
Clerk, one Secretary, and one Planning Aide. The Department started contracting a part-time Township
Engineer in 2015.
The Planning Department also manages the Comprehensive Plan, which is a document that directs the
Township’s community planning effort. The last update to the Comprehensive Plan was in 2005.
Planning & Zoning Department, 2013 – 2020 Actual and Budgeted Spending

Planning & Zoning

2013
Actuals

2014
Actuals

2015
Actuals

2016
Actuals

2017
Actuals

2018
Actuals

2013-18
CAGR

2019
Budget

2020
Budget

423,133

395,066

459,335

489,468

447,975

483,056

2.7%

508,756

522,444

Cheltenham Library System
While the Cheltenham Library System is not considered a Township Department, Cheltenham makes an
annual contribution to the Library to offset a portion of the personnel and operating costs. Approximately
85 percent of the Library’s revenues come from Cheltenham Township, and the remaining 15 percent
largely comes from state aid, fines, and donations.
The stated mission of the Cheltenham Township Library System is to “foster the joy of reading and the love
of learning within the community.” Cheltenham’s Library System has four neighborhood branches: Elkins
Park, Glenside, East Cheltenham that is housed in the Rowland Community Center, and La Mott, which is
housed in the La Mott Community Center.
The Library System is governed by a seven member board of directors. The day-to-day operations are
carried out by 14 full-time librarians, who are supported by a complement of part-time and volunteer staff.
Library, 2013 – 2020 Actual and Budgeted Spending

Library

2013
Actuals

2014
Actuals

2015
Actuals

2016
Actuals

2017
Actuals

2018
Actuals

2013-18
CAGR

1,499,886

1,499,886

1,548,000

1,548,000

1,623,000

1,693,000

2.5%

2019
Budget
1,713,0
00

2020
Budget
1,713,000

In addition to supporting about 85 percent of the Library’s operating costs, Cheltenham Township
government also provides funding for capital projects in the library buildings. From 2014 to 2018, the
Township spent a total of $640,000 on capital projects in the two library buildings and the community centers
that house the East Cheltenham and La Mott library branches.
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Revenue Enhancement
For Township government to have a financially sustainable path moving forward, its tax base must grow so
that revenues grow without tax rate increases. Because the Township’s main sources of revenue are the
real estate and earned income taxes, representing over 60 percent of total General Fund revenues, the
most important elements of economic development from
2020 General Fund Revenues
Township government’s perspective are those that
Other
increase the assessed value of taxable properties (real
Intergovernmental
3%
5%
estate tax base) or increase the number of employed
Refuse
residents or their annual earnings (earned income tax
charges
9%
base).
But economic development alone will not be able to
solve Cheltenham’s revenue challenge. It also needs to
Licenses, permits,
Real estate
diversify its revenues so that it becomes less reliant
and fees
tax
11%
upon its real estate tax to generate revenues sufficient
49%
to provide core services, and improves its cost
Other taxes
11%
recovery. If these other revenues do not grow and the
Earned
cost of providing the associated service does, then the
income tax
Township will become even more dependent on the real
12%
estate and earned income tax. The Township should
think about the other revenues in terms of diversity
because every lost dollar in non-tax revenue will have to come from taxes or expenditure reductions.
This chapter therefore provides recommendations on ways to measure the impact of economic
development projects and increase the real estate tax base so that tax revenues grow “naturally” without
increasing the tax rate itself. It also provides recommendations to improve cost recovery and revenue
diversity by providing suggested next steps for a stormwater fee and streetlight assessment.
From Mission to Measurement: Revenue Enhancement

Mission

It is the mission of the Township of Cheltenham to provide outstanding municipal governance and
services that meet the needs of our residents and businesses in a cost-effective and professional
manner. It is the Township’s vision to celebrate our vibrant, diverse, and historic community, to enhance
and maintain quality of life, and to achieve economic and environmental sustainability by promoting
actions and opportunities consistent with good stewardship of our natural and financial resources.

Obstacle




Recurring expenditures growing at a faster rate than recurring revenues
Lack of money in budget for strategic investments

Goals





Increase revenues to maintain fiscal balance
Promote tax base growth
Improve cost recovery and revenue diversity







Measure the impact of economic development projects and target economic development projects
with the largest revenue impact
Strengthen code enforcement
Enact a stormwater fee and a street light assessment
Regularly increase fees and fines to keep pace with underlying costs
Develop a costing analysis for refuse operations

Measures



Revenue growth relative to baseline projection

Revenue target



$72,000 in 2021; growing to $1.2 million in 2025

Strategies
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Initiatives
RE01

Measure the impact of economic development and target economic
development projects with the largest revenue impact

Goal(s)

Promote economic development; enhance revenue growth

Responsible parties

Commissioners; Township Manager; Accounting Department

Fiscal Impact

$43,000 in 2021; growing to $218,000 by 2025

Because Cheltenham is dependent on real estate taxes for almost half of its General Fund revenues, the
Township must make progress in growing its tax base to address its overall financial challenges. One
strategy to naturally grow the tax base is through economic development. The idea is that if the economic
well-being and quality of life of the local community is improved, then there will be more jobs (increasing
the EIT), more developed residential and commercial parcels (increasing the real estate tax base), and
more economic activity (increasing service charge revenues) to drive improved property tax values and
resultant Township revenue.
However, because of Pennsylvania’s unique tax structure, Cheltenham needs to focus on attracting the
types of economic development that makes the most difference in Township revenues. While the Township
should not make policy decisions solely based on the fiscal impact of a project, understanding how different
types of economic development projects affect the revenue stream would be important for the ongoing
fiscal health of the Township.
For example, if a developer builds a multi-story mixed use residential apartment building on a vacant site,
the Township would not only receive one-time building permit revenues, but would also generate recurring
revenues from increased assessed values, business privilege tax, and potentially EIT and LST depending
on whether and where the residents work and where the employees live. On the other hand, if a commercial
store is closed down and a restaurant moves into the same location, the amount of additional recurring real
estate tax revenues would depend on whether improvements are made to the property with a smaller
increment related to differences in other tax revenues. Whether or not Cheltenham would generate EIT
revenues from this development would also depend on whether these establishments are staffed by
Cheltenham residents. The table below provides more examples of how different types of economic
development impact Township revenues.
Revenue Impact of Selected Development Projects
Does revenue
increase?
Construction of a
new single family
home on a vacant
site
Construction of
multiple new
housing units on
a vacant site
A new business
moves into
Cheltenham,
building on a
vacant site
A new business
already located in
Cheltenham hires
several new
employees

Local Service
Tax
Maybe. If the person is a new resident Depends on
and employed, they will start paying
whether the
0.5 percent of earnings to Cheltenham person works in
unless they work in Philadelphia
the Township
Maybe. Some of the new residents are Depends on
likely employed. They will pay 0.5
whether the
percent of earnings to Cheltenham
person works in
unless they work in Philadelphia
the Township

Business
Privilege Tax
No, if it’s owneroccupied. If it’s renteroccupied, then the
landlord pays the BPT
No, if it’s owneroccupied. If it’s renteroccupied, then the
landlords pay the BPT

Maybe. It depends on how many new
employees are Cheltenham residents.
Commuters pay EIT where they live

Yes. Each new
employee
pays $52 a year

Maybe. It depends on
whether the business'
activity is taxable

Yes, in short term
depending on
construction/
renovation activity

No, unless it builds a new Maybe. It depends on how many new
facility to accommodate
employees are Cheltenham residents.
more employees
Commuters pay EIT where they live

Yes. Each new
employee
pays $52 a year

Maybe. Ideally the new
hiring is driven by
increased business
activity. Some business
activity is not taxable

No, unless there are
changes to the facility

Real estate tax
Yes, though timing and
amount depends on tax
incentives (LERTA)
Yes, though timing and
amount depends on tax
incentives (LERTA)
Yes, though timing and
amount depends on tax
incentives (LERTA)
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To illustrate why it is important to set economic
Revenue Increase from Assessed Value Growth
development goals and measure the Township’s
$1,000,000
progress against them, the table to the right Real estate revenues
shows the amount of assessed value increase Tax Rate
9.57 mills
that is required to generate an additional $1.0
Assessed value increase
$107,730,585
million in Township revenues annually. In order to
increase its real estate tax revenues by $1.0
million (equivalent to 0.55 mills), the Township would need to generate over $100 million in development.
Cheltenham needs to determine what a realistic economic development goal looks like and work to achieve
that while making progress to fill the rest of the budget gap.
We developed a template that the Township can use to more specifically define its economic development
goals and more robustly track the progress of revenue growth through economic development. This will
help the Township answer two questions:
1) How much revenue growth can we realistically attain through economic development and
2) Are we meeting our economic development goals?
Economic Development Project Report Card
Row

Construction / Improvement Project

1

Est. assessed value of new construction/improvements ($)

2

Est. annual real estate revenues based on current tax rate ($)
(Net of any tax exemptions or abatements)

3

Est. annual EIT revenues ($) – if applicable

4

Total investment (based on the value of the improvement)

5

Building permit revenues from the construction/improvement

6

Est. one-time transfer tax revenues ($) – if applicable

7

Total one-time revenues (row 5 + 6)

8

Total annual recurring revenues (row 2 + 3)

2020
Actuals

2020
Target

2021
Target

2022
Target

Developing realistic economic development goals and measuring progress against those goals is an
important performance management tool, but it can also be time-consuming. During our discussions with
Township leaders about the type of development they want to see in Cheltenham, Township leaders
expressed an interest in increasing Cheltenham’s business recruitment efforts and investing in the
Township’s Main Street program, which is largely dormant.
To provide additional resources for the Township to perform this type of data-driven analysis and develop
a comprehensive economic development strategy, we recommend the Township establish an Economic
Development Director position, which is further discussed in the Strategic Investments chapter.17
Fiscal Impact
The baseline projection assumes the real estate tax base to remain flat throughout the projected years.
This initiative’s fiscal impact assumes an annual growth of 0.25 percent in the tax base as a result of more
targeted economic development. Even though the assumed growth seems to be minimal, the Township
needs to bear in mind that the Township’s tax base has been slowly declining,18 so the assumed growth

17

Please see initiative SI01 in the Strategic Investments chapter.
The total assessed value of taxable property dropped very slightly from $1,893 million in 2006 to $1,866 million in 2018, an annual
decline of 0.1 percent.
18
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would mean that the Township would be able to reverse its historical trend and add a modicum of new
growth on top of that.
RE02

Strengthen code enforcement

Goal(s)

Promote economic development; improve neighborhood attractiveness

Responsible parties

Public Works Department

Fiscal Impact

TBD

The benefits of clean, vibrant, and attractive neighborhoods extend beyond Township government’s
financial performance to its stated mission and the everyday lives of residents. The absence of an effective
strategy to deal with vacant, blighted or dilapidated properties also has a broad negative impact.
Cheltenham Township needs to have safe, clean, and attractive neighborhoods to retain residents and
draw new ones from outside the Township. Quality neighborhoods will also encourage property owners to
invest more in their properties, which in turn increases assessed values and tax revenues.
As part of the Public Works Department, the Code Enforcement Unit has two code officers who review the
conditions of properties across the Township. The Department acknowledges that, because of staffing
limitations, its approach to code enforcement is primarily reactive (i.e. the Unit responds to complaints)
rather than proactive.
One way to strengthen code enforcement is to establish a rental registration and inspection program. Given
that the majority of Cheltenham Township properties are residential and 36 percent of its occupied housing
units are renter-occupied, developing such a program will be important for the Township’s overall
attractiveness to current and potential residents and can also pre-emptively address other issues that might
have to be addressed by other departments.
Many Pennsylvania communities have a rental registration and inspection program that requires landlords
to file an annual registration fee in order for the property to be eligible for rent. The program also requires
that rental properties are inspected every several years as a way of proactively enforcing code ordinances
and keeping landlords accountable for the condition of their properties.
Nearby Whitemarsh Township requires that all landlords obtain a rental license prior to renting out their
residential properties and the license must be renewed every two years. The rental license fee ranges from
$50 to $500 depending on the number of rental units. All rental units are also inspected biennially (every
other year) and the cost of inspection is included in the license fee. If violations are found and properties
need to be re-inspected for a second time, then there will be an additional $50 for each re-inspection.
Whitemarsh Township Rental Registration and Inspection Program
Rental Registration Program

Fee

1-4 units ($40 per each additional unit over 1)

$50

5-12 units ($30 per each additional unit over 5)

$150

13-20 units ($25 per each additional unit over 13)

$250

21 and over ($20 per each additional unit over 21)

$500

Rental Inspection Program
First inspection and first re-inspection

Fee
Incl. in registration

Second to fourth re-inspection

$50

Fifth and subsequent re-inspection

$90
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Other municipalities in the region, including Lower Merion, Norristown, and Plymouth Township, also have
a rental license registration and inspection program. Lower Merion’s annual license fee for a single-family
home is $85, Norristown’s annual fee is $65, and Plymouth Township’s annual fee is $45.
The Township should work to develop this rental registration and inspection program, and should develop
a fee schedule that fully recovers the cost of the program, which would not only include the salaries and
benefits of the code enforcement officers and possibly supplemental personnel, but also the cost of
administration and data processing, vehicle maintenance and fuel, and any overhead costs. The Township
may also need to evaluate its position regarding online short-term rentals as part of this process.
Alternatively, the Township can also contract this function out to a private service provider who is familiar
with providing this type of service to municipalities.
RE03

Enact a stormwater fee

Goal(s)

Improve cost recovery; diversify revenues

Responsible parties

Commissioners; Township Manager; Accounting Department

Fiscal Impact

$483,000 in 2022; growing to $522,000 in 2025

Stormwater is the runoff created when rain, snow, or melted ice flows over land and impervious surfaces
such as roads, sidewalks, or parking lots. The runoff carries pollutants and dirt into the region’s streams
and lakes directly or through the stormwater collection system. Cheltenham Township government is
located in the Tookany/Tacony-Frankford Creek Watershed and the Wissahickon Creek Watershed, both
of which convey stormwater runoff to the Delaware River.
The scale of the Township’s stormwater collection system, the risk associated with its age, the many
competing demands for capital funding, the need to meet state and federal regulatory requirements to
manage stormwater, and the limitations on the Township’s ability to use its existing funding sources to meet
these needs all lead to the conclusion that the Township needs to establish a dedicated revenue stream to
cover the full cost of stormwater maintenance and improvements. A fee is an appropriate way to deal
with the costs of maintaining and improving the system because every parcel owner – not just those
subject to municipal taxes – benefits from a properly functioning stormwater system, and the
specific costs of this function are identifiable and allocable.
One model for developing such a program and fee can be found in nearby Radnor Township in Delaware
County. Radnor’s stormwater ordinance establishes a stormwater management system fund for operating
and capital expenditures. In Radnor, that work is funded by a fee charged on the basis of a “Billing Unit”
(BU), which measures the number of square feet of impervious surface (determined by aerial photography
and a surface feature evaluation process). Each single-family residential property is assigned to one of four
tiers of BU based on the lot size. Properties with less than 7,000 lot square feet are considered to be one
BU, and the property pays an annual fee of $29. Properties with more impervious ground cover have more
BUs and pay higher fees accordingly. Commercial properties, on the other hand, are billed at a rate of one
BU (or $29) per 1,500 square feet of impervious area. Properties with approved stormwater mitigation
techniques can receive credits offsetting the fee.
The first step in the process of establishing a stormwater fee is to perform a stormwater management study.
Cheltenham should issue a Request for Proposal (RFP) to develop a study that does the following:


Quantify historical, budgeted, and prospective General Fund spending dedicated solely for
stormwater management;



Quantify the backlog of capital improvement projects and the annual spending needed to comply
with federal, state, and local regulations for stormwater management and meet service standards,
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including a process for regularly monitoring, cleaning, repairing, replacing, and maintaining the
stormwater pipes and inlets;


Propose a reliable, predictable stream of revenue that fairly distributes the cost of system
maintenance and improvements to all property owners who benefit from the stormwater
management system; and



Propose a revenue collection model that considers the cost of fixed costs such as program
administration, billing, and collections.

Cheltenham should apply for a subsequent phase of STMP to fund the stormwater management study.
Once the study is completed, the Township should adopt a stormwater fee and create a separate fund for
the revenue to restrict its use to stormwater purposes. The Township should also transfer the costs of any
stormwater expenditures in the General Fund to the Stormwater Fund. The estimated savings assume that
the stormwater fee would fund all of the Township’s current General Fund operating costs for stormwater,
although the fee would also be set to cover any capital spending currently funded by debt service as well
as projected capital work.
The Township already engaged a design and consulting firm at the time this report was released to conduct
a stormwater study, with the goal of establishing a stormwater fee beginning in 2022.
RE04

Enact a street light assessment

Goal(s)

Improve cost recovery; diversify revenues

Responsible parties

Commissioners; Township Manager; Accounting Department

Fiscal Impact

$315,000 in 2024; growing to $324,000 in 2025

After the Township completes the stormwater management process, it should explore whether that same
concept can be applied to street lights. Our preliminary review is that Act 331 of 1931 (the First Class
Township Code) enables townships to assess all benefited properties for the costs of public improvements,
which includes the installation, maintenance, or operation of lighting that illuminates the streets and
sidewalks within the Township.
Cheltenham may understandably be hesitant to establish another new fee levied on Township property
owners who are already paying the County, School District, and Township real estate taxes. If the Township
only levies the fee on property owners who pay those taxes, then the assessment is essentially an extension
of the real estate tax. However, if the Township can charge the fee on a wider range of property owners,
including those who are exempt from the real estate tax, then the burden can be spread more equitably to
all the people and organizations that benefit from well-lit streets.
The Township should also demonstrate the value of this new service charge by providing a street light
improvement plan that shows how the fee will do more than just help keep the lights on. The plan should
address more forward-thinking lighting goals, like installing more energy efficient lights or decorative lighting
that complements other community development efforts. The Township should make this plan accessible
on its website with a clear explanation of the schedule for undertaking specific improvements in specific
neighborhoods so property owners can track the Township's progress.
The Township should wait until the stormwater management study is completed before performing a street
light assessment and improvement plan, which would be first step in levying this fee. This is another
candidate for Commonwealth grant funding through the STMP program.
Bristol Township in Bucks County, which is also a First Class Township, has an annual street light
assessment of $27.50 for residential properties and $62.50 for commercial properties.
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Fiscal Impact
The baseline projection assumes the Township’s streetlight utility cost to grow by 2.9 percent annually from
$280,000 in 2020 to $324,000 in 2025. The Township should sequence this initiative after it has successfully
enacted a stormwater fee. The Township should also be able to offset the streetlight maintenance cost
through this assessment, but that is not included in the fiscal impact to provide a more conservative
estimate. This initiative assumes the Township to contract with a third-party entity to perform a street light
assessment in 2023 and levy the streetlight assessment beginning in 2024.
RE05

Regularly increase fees and service charges

Goal(s)

Improve cost recovery; generate revenue growth

Responsible parties

Commissioners; Township Manager; Accounting Department

Fiscal Impact

$29,000 in 2021; growing to $150,000 in 2025

From 2014 to 2018, the Township’s license and permit revenues grew from $640,000 to $844,000 in part
because of increases in building permits as a result of large construction projects. Instead of projecting that
the higher level of building activity will continue indefinitely and relying upon it to do so to balance the
budget, the baseline projects building permits to return to their historical average. Even without the increase
in building permits, this revenue category would still have grown with the introduction of the vacant property
registration program in 2017, which generated an average of $22,000 in annual revenues.

Licenses and Permits
$1.2

Millions

$1.0
$0.8
$0.6
$0.4
$0.2
$0.0
2013
actual

2014
actual

2015
actual

2016
actual

2017
actual

Building permits

2018
2019
2020
actual budget budget

2021
proj.

2022
proj.

2023
proj.

2024
proj.

2025
proj.

Other licenses and permits

Fee and fine revenues, on the other hand, had the opposite trend over the last five years. From 2013 to
2018, fee and fine revenues dropped by 1.2 percent per year from $2.0 million to $1.9 million.19 The drop
in revenues was largely due to lower participation in the Township recreation programs, lower EMS receipts,
and lower rental revenues.

19

Excludes Police special detail permits, which dropped from $424,000 in 2013 to $99,000 in 2018. Because there is an offsetting
expense for this program, the decline in this revenue had no net impact on the Township’s overall finances.
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Fee and Fine Revenues
$2.5

Millions

$2.0
$1.5
$1.0
$0.5
$0.0
2013
actual

2014
actual

2015
actual

2016
actual

2017
actual

2018
actual

2019
2020
budget budget

EMS revenues

Recreation revenues

Rental income

Other fees and fines

2021
proj.

2022
proj.

2023
proj.

2024
proj.

2025
proj.

Parking meters and fines

The Township has already been regularly updating some of its service charges, and should continue to do
so throughout the projection period so that it at least maintains, if not improves, cost recovery. Fees are
sometimes described as being “fairer” than taxes since the person who uses the service pays for it, or at
least pays a higher share of the total cost than someone not using the service. Fees are also considered
more “efficient” because residents can theoretically adjust how much they use a service as the price
changes, unlike a real estate tax when a person cannot pay more or less based on how much that person
uses the Township’s police or fire service. Fees can also help Cheltenham Township increase its revenue
diversity. If its fees and charges do not grow and the cost of providing services do, then the Township
becomes even more dependent on the real estate and earned income tax.
For these reasons, Cheltenham should review and adjust its service charges regularly, which will allow the
Township to spend more of its limited tax revenues on services that are not expected to be financially selfsufficient. For example, family pool memberships remained at $225 from 2013 to 2017 and the Township
did not increase it to $250 until 2018. So while the fee increase translates to two percent in annual growth,
the Township essentially subsidized any cost increase during the years when it maintained the fee at the
same rate.
Instead of revising fees sporadically, the Township should organize its fees into different groups and review
one group each year to avoid creating an unmanageable administrative burden or falling behind in the
review cycle. The Township should also consider establishing a policy that requires that fees are adjusted
based on the rate of inflation to maintain cost recovery. The policy could also identify fees for services that
the Township considers to be basic amenities for which it may decide not to recapture the full cost.
The fiscal impact projected for this initiative assumes the Township’s licenses and permits growing by 2.0
percent annually, instead of the remaining flat as assumed in the baseline.
RE06

Develop a costing analysis for refuse operations

Goal(s)

Improve cost recovery

Responsible parties

Commissioners; Township Manager; Accounting Department

Fiscal Impact

TBD
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While we encourage the Township to regularly increase its fees to maximize cost recovery, it is important
that the fee itself does not generate more revenues than the cost of providing the service.
The Township historically generated more revenues from the refuse collection fee than needed to cover
expenditures by the Refuse Collection Division, in part because the Division’s spending does not include
employee benefits, which are budgeted centrally outside the Department’s budget, and capital spending.
The refuse fee should also cover related capital expenditures and indirect costs incurred by the Township,
such as non-Public Works administration, payroll processing, vehicle maintenance, and fee collection costs.
It is reasonable for the Township to add those indirect costs to the refuse fee with the goal of recovering
the full cost of service, not just the direct cost of refuse collection.
In 2019, the Township increased its annual refuse fee for each household in 2019 by 13.6 percent from
$286 to $325, increasing total refuse revenues from $2.9 million to $3.4 million. As mentioned previously,
it is reasonable for the Township to increase the fee periodically to account for the growth in personnel and
operating spending. That said, the Township should work to develop a costing analysis of its refuse
collection to ensure that the fee does indeed recover the full cost of operations and is equitable and fair to
its residents.20
Township officials have also asked whether Cheltenham would generate net savings if refuse collection is
contracted out. Because answering this question requires a deeper understanding of Cheltenham’s
flexibility in pursuing an alternative service delivery model, we address this question later in the Process
Efficiency chapter.21
Refuse Collection – Revenues and Expenditures
2013
Actuals

20
21

2014
Actuals

2015
Actuals

2016
Actuals

2017
Actuals

2018
Actuals

2013-18
CAGR

2019
Budget

2020
Budget

Refuse Expenditures

1,955,131 1,915,504 1,937,010 2,009,171 2,101,406 2,119,246

1.6%

2,130,090 1,939,600

Refuse Revenues

2,768,333 2,878,236 2,842,800 2,942,844 2,968,932 2,898,421

0.9%

3,371,825 3,363,325

Cheltenham Township collects refuse and recycling from single residences, duplexes and triplexes.
Please see initiative PE01 in the Process Efficiency chapter.
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Workforce Strategies
Cheltenham’s General Fund expenditure budget, like that of most municipal governments, is primarily
comprised of employee wages and benefits. Local government is labor-intensive, requiring workers to
police the streets, collect trash, maintain thoroughfares, and provide other services. As a result, almost 80
percent of Cheltenham's spending is on personnel costs, which includes salaries and other cash
compensation, health benefits, employer
pension contributions, and other benefits.
2020 General Fund Expenditures
As described in the Financial Condition
Assessment, the Township’s spending on
cash compensation (salaries, overtime, and
sick leave payout) grew at an annual rate of
1.7 percent over the period from 2013 to
2018. That growth was lower than the 2.5 to
3.2 percent general wage adjustments for its
employees largely because Cheltenham
controlled its overall spending through
vacancies (not filling a position immediately
after it became vacant), attrition (not ever
filling a position, leading to a permanent
reduction in staffing), and replacement with
more junior staff (hiring new employees who
start at a lower salary rate).

Library
contribution Debt service
1%
5%
Operating
costs
14%
Other
personnel
costs
6%

Salaries and
wages
46%

Pension
10%
Health
insurance
18%

While those strategies helped the Township
control its cash compensation growth for the last few years, the Township now needs to find new ways to
control cost growth because the current strategy – savings through vacancies, attrition, and more junior
replacements – is not sustainable in the long term, and there are limited opportunities for further
rightsizing.22 Prolonged periods of vacancies eventually result in increased workload for the employees,
periods of unmanageable overtime, or reduced service levels.
Absent corrective actions, rising personnel costs coupled with the flat revenue trend will leave Cheltenham
with multi-million deficits that grow larger and larger each year. With personnel costs representing almost
80 percent of the Township’s General Fund budget, strategies to managing workforce cost growth have to
be part of the solution to reduce the budget gap. This chapter focuses on opportunities to address the
different forms of cash compensation as well as health insurance and pension benefits.
We recommend two broad goals in response to the trend where cash compensation grows at a faster rate
the revenue growth– keeping future growth in cash compensation at inflationary levels and stabilizing the
growth in employee benefits costs. The rest of this chapter contains strategies in support of those goals.
The Program Prioritization chapter outlines strategies to improve efficiency and align the staffing structure
to service demands so that Cheltenham has more money for needed investments.

22

Please see initiatives PE03, PE04, and PE05 in the Process Efficiency chapter for more details.
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From Mission to Measurement: Workforce Strategies

Mission

It is the mission of the Township of Cheltenham to provide outstanding municipal governance
and services that meet the needs of our residents and businesses in a cost-effective and
professional manner. It is the Township’s vision to celebrate our vibrant, diverse, and historic
community, to enhance and maintain quality of life, and to achieve economic and
environmental sustainability by promoting actions and opportunities consistent with good
stewardship of our natural and financial resources.

Obstacle



Cash compensation grows faster than revenues

Goals




Keep cash compensation growth at inflation
Stabilize growth in the employee benefits costs







Continue to retain an external labor counsel
Continue to evaluate the cost of collective bargaining proposals
Moderate wage growth and restructure step increases
Monitor overtime spending and restructure sick incentive/buy-back program
Control health benefits cost growth by changing the employee cost-sharing structure, plan
design changes and eligibility audit
Make changes to the Commissioners’ pension plan

Strategies



Measures




Cost savings relative to the baseline over a multi-year basis
Overall cash compensation growth (including salaries, shift differential, overtime, and sick
leave payout) compared to general wage adjustments)

Savings target



$154,000 in 2021; growing to $2.0 million in 2025

Initiatives
WS01

Continue to retain the support of an external labor counsel

Goal(s)

Control expenditure growth

Responsible parties

Commissioners; Township Manager; Accounting Department

Fiscal Impact

TBD

Cheltenham has a unique opportunity and critical responsibility in the next round of collective bargaining.
All three bargaining agreements that govern employee compensation will expire at the end of 2021.
Bargaining Units and Contract Expirations
Bargaining Unit

Contract Expiration

Teamsters Union, Local No. 115

December 31, 2021

The Cheltenham Township Police Association

December 31, 2021

The Cheltenham Township Salaried Employee Association

December 31, 2021
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To achieve the cost control needed to continually balance its budget, the Township will have to negotiate
changes that reduce expenditure growth below the levels projected in the baseline. The Township should
therefore continue to retain the support of experienced, external public employment labor counsel for
negotiations. This is especially true for negotiations with the Police Association, which has access to binding
arbitration under Pennsylvania Act 111 and often use their own experienced external labor counsel. The
arbitration process requires a specialized set of skills and experience that external legal counsel can
provide, particularly relative to affordability and comparability of Township salaries and benefits with peer
municipalities.
Beyond these arbitration-related issues, external labor counsel will help the Township develop a
comprehensive, coordinated strategy for collective bargaining with all of the unions that takes into account
the different forms of employee compensation and their costs. Labor counsel can help Cheltenham chart a
strategy that achieves the target level of savings that the Township needs to balance its budget.
WS02

Continue to evaluate the cost of proposals during collective bargaining

Goal(s)

Control expenditure growth

Responsible parties

Commissioners; Township Manager; Accounting Department

Fiscal Impact

TBD

The Township needs to achieve savings during these negotiations relative to the baseline projection
described in the Financial Condition Assessment. Employee compensation accounts for too much of the
General Fund budget and the implications for filling the projected deficit solely through tax increases and
position cuts are too negative for that to be a viable strategy.
In past labor negotiations, the Township Manager and the Accounting Department have worked together
to evaluate the cost of salary, health insurance, and other compensation proposals and should continue to
do so in future negotiations.
Cheltenham should also take a step further and apply any estimated savings or costs to its baseline
projection, which it already develops during the budget process. The baseline projection uses several key
assumptions about how employee compensation grows, such as assumed 3.5 percent annual base wage
increases for Police and 3.0 percent for Teamsters and Salaried employees. It is possible for the Township
to save money and close a portion of the projected deficit while still granting some base wage increases,
but the Township has to know how the wage proposals compare to the baseline.
More generally the Township needs to know what portion of the projected deficit it is filling through collective
bargaining, otherwise it will be more dependent on tax increases or service reductions to fill the same
portion of the gap. Similarly, if the proposals include provisions that may result in increased costs, the
Township needs to be able to understand the magnitude of that increase.
If the Township finds that it lacks the internal capacity to do so, especially with the upcoming staff transition
this year, it should work with external contractors who provide this services as the ability to cost out
proposals and track the savings relative to the baseline will be critical to successful negotiations.
To make the best decisions, it is critical that Township leaders understand the fiscal impact of the labor
proposals over a multi-year period and the tax increases or service reductions that may otherwise be
necessary absent workforce savings relative to the baseline.
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WS03

Moderate wage growth in future collective bargaining agreements

Goal(s)

Control expenditure growth

Responsible parties

Commissioners; Township Manager; Accounting Department

Fiscal Impact

$82,000 in 2021; growing to $1.8 million in 2025

In 2020, the Township budgeted $16.1 million for employee salaries, which accounts for almost half of
General Fund expenditures. For most employees, salaries are set by the terms of the collective bargaining
agreements between the Township and the respective unions. Those agreements provide annual “across
the board” increases to the employees’ base salaries, include “longevity pay” in some cases, and set the
schedule for any tenure-based “step increases” provided early in an employee’s career. Over the term of
the current contracts (FY2017-2021), Township employees will see total compounded wage growth
(exclusive of longevity pay, step increments, or merit increases) of 18.8% for police and 15.9% for
Teamsters and Salaried Employees.
Cheltenham Township Wage Growth, 2017 – 2021
2017

2018

2019

2020

2021

Average Annual Growth
(Last Contract Period)

Compounded
Growth

Police Association

3.5%

3.5%

3.5%

3.5%

3.5%

3.5%

18.8%

Teamsters Union, Local 115

3.0%

3.0%

3.0%

3.0%

3.0%

3.0%

15.9%

Salaried Employee Association

3.0%

3.0%

3.0%

3.0%

3.0%

3.0%

15.9%

Consumer price growth in the Philadelphia-Camden-Wilmington MSA grew at an annual average rate of
1.5 percent from 2016 to 2019 and future growth through the end of 2021 is predicted to be modest at 2.0%
for 2020 and 2.2% for 2021.23 The following chart shows the compounded growth from 2016 to 2019.24
2016 to 2019 Compounded Growth
12.0%

10.9%
9.3%

10.0%

9.3%

8.0%
6.0%

4.6%

4.0%
2.0%

0.3%

0.0%
Cheltenham
CPI
Township
(Philadelphia
Assessed Value
MSA)

Salaried wage Teamsters wage
increases
increases

Police wage
increases

Cheltenham’s annual wage growth provisions were significantly higher than local inflation and assessed
value growth over the last five years, but they were comparable to those provided by neighboring townships
Cheltenham considers as its peers. Those neighboring townships provided average annual growth ranging
from 2.3 percent to 4.0 percent for their police employees from 2017 to 2021.

23

U.S. Bureau of Labor Statistics, CPI for Urban Consumers, Philadelphia-Camden-Wilmington, December 2016 through December
2019 (data collected bimonthly; most recent data available); Federal Reserve Bank of Philadelphia, Survey of Professional
Forecasters, 2019 Q4 Release (11/15/2019); these projections were made before the coronavirus, which may reduce future growth.
24
The most recent CPI figures are available through 2019, so this chart only shows data available through 2019.
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2017 – 2021 Annual Wage Increases for Police Officers
FY2017

FY2018

FY2019

FY2020

FY2021

3.50%

3.50%

3.50%

3.50%

3.50%

Average
Annual Growth
3.5%

2.00% (Jan) +
1.50% (July)

2.00% (Jan) +
2.00% (July)

2.00% (Jan) +
1.50% (July)

-

-

3.4%

Upper Dublin

2.00%

2.00%

3.00%

-

-

2.3%

Lower Merion

3.75%

3.75%

3.75%

3.75%

-

3.8%

Upper Moreland

4.00%

3.50%

4.00%

4.00%

-

3.9%

Lower Moreland

4.50%

4.25%

4.50%

3.50%

3.50%

4.0%

Cheltenham
Abington

However, Cheltenham also has a more severe financial challenge than those communities. One of the
ways to measure Cheltenham’s comparable financial health is by looking at the level of reserves. Fund
balance measures more than cash on hand. It includes receivables, which in Cheltenham’s case are mostly
tax revenue that arrives early in the next fiscal year. It accounts for unpaid obligations to vendors (accounts
payable), accrued payroll costs, and amounts due for compensated employee absences. Compared to the
same neighboring townships, Cheltenham’s unrestricted reserves as of 2018 were significantly lower than
the other townships, as shown in the table below.
Fund Balance as a Percentage of Expenditures as of 2018 (General Fund Only)
Unrestricted Fund
Balance

Expenditures25

Fund Balance as a %
of Expenditures

Cheltenham

5,708,738

42,531,825

13.4%

Abington

12,899,334

42,620,181

30.3%

Upper Dublin26

15,703,028

21,678,072

72.4%

Lower Merion

16,055,827

64,384,407

24.9%

Upper Moreland

6,648,984

22,263,886

29.9%

Lower Moreland

1,992,226

8,057,402

24.7%

Source: 2018 Comprehensive Annual Financial Reports

Cheltenham’s more challenging financial situation is also reflected in its credit rating. External credit rating
agencies evaluate local governments on the relative likelihood that they can repay their debt in full and on
time. A government’s credit rating influences its ability to issue debt and the cost to do so. Governments
with lower credit ratings pay higher interest rates so they have to spend more to borrow the same amount
of money. The table below shows the most recent credit scores from Moody’s and Standard & Poor’s and
the adjacent scale shows the range of scores that are considered investment grade. A score of 1 (AAA) is
“prime” and the highest possible, while 10 is the lowest score in the investment grade category. Scores
below 10 are considered “junk bonds.” Cheltenham had an Aa2 rating when it last issued debt in 2018,
before the Township finalized the sewer sale. The 2018 rating report specifically indicated that failure
to maintain structural balance following the pending sale of the sewer system would be a factor that
could lead to a rating downgrade.

25

Includes transfers out.
Upper Dublin’s large amount of reserves was because its fund balance includes the net proceeds generated from the Township’s
sale of its sanitary sewer system in 2002.

26
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Credit Rating Compared to Selected Montgomery County Townships

Lower Merion
Lower Moreland
Upper Dublin

S&P

Moody's

Ranking

N/A

Aaa (as of 2019)

1

N/A

Aa1 (as of 2017)

AA+/Stable
(as of 2017)

N/A

N/A

Aa2 (as of 2019)

Upper Moreland
Cheltenham

N/A

Aa2
(as of 2018)

Score

S&P

1

AAA

Aaa

2

AA+

Aa1

3

AA

Aa2

4

AA-

Aa3

5

A+

A1

6

A

A2

7

A-

A3

8

BBB+

Baa1

9

BBB+

Baa2

10

BBB-

Baa3

“Junk” bond

Below BBB-

Below Baa3

2
2
3
3

Moody's

With the exception of Upper Moreland, which maintains the same credit rating (Aa2) as Cheltenham, all the
other townships listed in the table above generally have higher earnings, higher median home values, and
lower poverty rates.
Demographics and Income Comparison with Selected Montgomery County Townships

Cheltenham

37,172

Median
household income
$78,509

Lower Merion

58,500

$127,127

$196,845

5.2%

$570,400

Abington

55,649

$84,593

$111,698

5.0%

$272,300

Upper Dublin

26,192

$114,755

$149,757

2.9%

$400,000

Lower Moreland

13,186

$104,206

$138,221

4.5%

$399,500

Upper Moreland

24,186

$67,228

$87,311

6.8%

$258,700

Median (excl.
Cheltenham)

26,192

$104,206

$138,221

5.0%

$399,500

Population

Mean earnings
$105,341

% below
poverty level
7.7%

Median
home value
$269,100

Source: 2013 – 2017 American Community Survey, Five-Year Estimates

Recommendation: Moderate wage growth in future collective bargaining agreements
Lower wage increases would allow the Township to control cash compensation costs and align that cost
growth with revenue expectations in future years. The baseline projection assumes 3.5 percent annual
salary growth for Police employees and 3.0 percent for civilian employees each year after the current
collective bargaining agreement expires. This is not a recommendation for the upcoming collective
bargaining, but rather to remain consistent with the overall methodology to carry forward recent trends into
the future. The baseline projection shows a multi-million dollar deficit so, absent other corrective actions,
the Township will not be able to afford the assumed wage increases in the baseline.
The most straightforward strategy for achieving savings relative to the baseline is to negotiate wage
increases that are less than the 3.0/3.5 percent annual growth in the baseline. Other changes to salary
scale, like increasing the number of steps it takes to reach the top step of police officers, are also possible
and are addressed in separate initiatives.
To demonstrate the magnitude of focusing on this one aspect of employee compensation, the table below
shows the aggregate savings achieved across all other bargaining units by offering a different wage pattern
for the period from 2022 to 2025 (0% - 0% - 1% - 2%) once the current contracts expire. Because nonrepresented employees are not governed by a bargaining agreement, the estimated savings assume a
Cheltenham Five-Year Plan
Workforce Strategies

47

wage freeze for those employees in 2021 as well. These estimates include additional savings from other
elements of compensation indexed to base salaries, like overtime or the Township’s share of federal payroll
taxes.
Savings Relative to Baseline Assumptions
(Includes Base Salary Savings and Other Compensation Indexed to Base Salaries)
(0% - 0% - 1% - 2% in 2022-2025)
2021

2022

2023

2024

2025

Police

0

272,000

553,000

767,000

911,000

Teamsters

0

103,000

208,000

283,000

326,000

Salaried

0

64,000

131,000

177,000

204,000

Non-Represented

82,000

166,000

253,000

316,000

353,000

Total

$82,000

$605,000

$1,145,000

$1,543,000

$1,794,000

WS04

Restructure step increases

Goal(s)

Control expenditure growth

Responsible parties

Commissioners; Township Manager; Accounting Department

Fiscal Impact

$21,000 in 2022; growing to $125,000 in 2025

When a new police officer is hired, he or she starts with a salary that is 80 percent of the patrol officer rate.
Upon the completion of the first year, the police officer moves to a second step with a salary equivalent to
90 percent of a patrol officer. Upon completion of two years of service, the police officer reaches the top
step with salary equivalent to 100 percent of a patrol officer.
The combined impact of those two types of wage increases is higher than the across-the-board increase
that is often cited in wage pattern description. The table below shows the cumulative impact of an officer
hired at the beginning of the last contract on January 1, 2017. That officer would have received 3.5 percent
base wage increases as well as step increases in January 2018 and 2019. As a result of both base and
step increases, the officer’s annual base salary grows from $71,961 in 2017 to $83,789 in 2018 (a 16.4
percent increase); then to $96,357 in 2019 (a 15.0 percent increase).
Step Progression of Police Officer Hired on January 1, 2017
1/1/2017

1/1/2018

1/1/2019

1/1/2020

3.5%

3.5%

3.5%

3.5%

0-1 year (80%)

$71,961

$74,479

$77,086

$79,784

1-2 years (90%)

$80,956

$83,789

$86,722

$89,757

2+ years (100%)

$89,951

$93,099

$96,357

$99,730

Base wage increase

Compared to Abington, Upper Dublin, Lower Merion, and Upper, and Lower Moreland, Cheltenham police
officers reach maximum base pay at a faster rate (just two years) and have a larger increase between steps
leading to the maximum rate than other jurisdictions.
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Step Increments in Selected Neighboring Townships (2020) 27
Approx. Years
to Max
2
5
4
4
2.5
4
4

Cheltenham
Abington
Upper Dublin
Lower Merion
Upper Moreland29
Lower Moreland
Median

Min. Patrol
Officer Pay
$79,784
$74,854
$73,304
$84,843
$89,773
$74,369
$74,854

Max. Patrol
Officer Base
$99,730
$104,664
$94,24928
$107,363
$113,027
$106,242
$104,664

Average Increase
Between Steps
11.8%
6.9%
7.0%
6.1%
5.9%
7.5%
6.9%

When the Township begins its negotiation with the Police bargaining unit in 2021, it should consider
expanding the number of police officers’ steps. The following table shows the amount of savings the
Township would achieve by expanding the number of steps from the current two steps to four steps for one
police officer. If the Township hired two officers every year as a result of attrition, total savings the
Cheltenham generate would grow from $21,000 in 2022 to $124,000 by 2025 based on this step schedule.
Savings from Expanding the Number of Steps for Police Officers – for Illustration Only30
Year
2022
2023
2024
2025
2026
Total Savings

Current Step Schedule
Step
Base Pay
Step 1 (80%)
$85,467
Step 2 (90%)
$99,515
Step 3 (100%)
$114,442
Step 3 (100%)
$118,448
Step 3 (100%)
$122,594

Illustration
Step
Base Pay
Step 1 (70%)
$74,783
Step 2 (75%)
$82,929
Step 3 (80%)
$91,554
Step 4 (90%)
$106,603
Step 5 (100%)
$122,594

Savings /
(Costs)
$10,683
$16,586
$22,888
$11,845
$0
$62,002

Employees represented by the Teamsters receive $5.00 less than the full hourly rate for their first year. The
$5.00 less in pay is gradually phased in over the next five years on the anniversary date of the employee’s
hiring by increasing the employee’s pay rate each year by $1 per hour until the employee reaches their five
year anniversary. The $5/hour reduction for a new hire was worth 16.6 percent to 17.5 percent for
Teamsters employees in 2020, depending on the employee’s title, versus the 20 percent reduction for new
police officers, and it takes five years instead of two years to reach the top step.
It is harder to concisely show the savings associated with potential changes to the salary schedule for the
Teamsters bargaining group, but the same concept described above could potentially be applied here with
a smaller impact. Salaried employees used to have a similar step progression where it takes nine steps to
reach the premium rate from the base job rate, although the step increase is based on merit and the
Township reported that this merit-based provision has been suspended since 2012.

27

Upper Dublin, Lower Merion, Upper Moreland, and Lower Moreland: Increases vary by step, average increase between steps
shown. Data for Abington and Upper Dublin was from 2019 since that was the most recent available when this analysis was completed.
28
Upper Dublin’s maximum officer’s base salary as shown in this table is for hires after January 1, 2013. The maximum base salary
for officers hired before January 1, 2013, was $104,721.
29
Police officers can progress from step 1 to step 2 at the end of 12 months of employment. Police officers can then progress
through the remainder three steps (steps 3 through 5) at six month intervals.
30
Assumes 3.5 percent annual wage increases, consistent with the baseline projection assumption.
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WS05

Restructure longevity payments

Goal(s)

Control expenditure growth

Responsible parties

Commissioners; Township Manager; Accounting Department

Fiscal Impact

TBD

In addition to rethinking base wage
and step increases, the Township
should also consider restructuring
the longevity payment structure.
The table to the right shows the
longevity structure for each union.
While Teamsters and Salaried
employees have a flat dollar
longevity structure, Police officers
receive longevity as a progressive
percentage of salary.

Longevity Structure
Police

Additional 1% of salary after every 5 consecutive years of
service (YOS); maximum 5%

Teamsters

5 YOS: $400 base increment
Each additional YOS: additional annual increment of $120

Salaried

5 YOS: $400 base increment
Each additional YOS: additional annual increment of $120
After 20 years of service: base increment increased to
$700 + $120 annual increment
After 25 years of service: base increment increased to
$800 + $120 annual increment

Cheltenham could moderate its
longevity provision for Police by
setting a schedule that increases the payment based on a flat dollar instead of by percentage. For example,
the following table shows the savings for each police officer if the Township provided a flat dollar increase
longevity payment for every five years of service. The Township would save $15,000 over the 30-year
career of a police officer, which is more significant once it is applied to all officers in the department.
Cumulative Longevity Payments Based on 2020 Base Salary (For One Police Officer)
YOS

Current provision

Illustration

Savings

6-10

1% of base salary

$4,986

$800 annually

$4,000

$986

11-15

2% of base salary

$9,973

$1,600 annually

$8,000

$1,973

16-20

3% of base salary

$14,959

$2,400 annually

$12,000

$2,959

21-25

4% of base salary

$19,946

$3,200 annually

$16,000

$3,946

26-30

5% of base salary

$24,932

$4,000 annually

$20,000

$4,932

Total

$74,797

$60,000

$14,797

It is important to note, however, that longevity payments represent a much smaller share of the total budget
than base salaries do.
WS06

Continue to control overtime spending

Goal(s)

Control expenditure growth

Responsible parties

Department Directors

Fiscal Impact

TBD

The Township budgeted $642,000 in overtime spending in 2020, over two percent of the total budgeted
personnel cost. The majority of the overtime spending is from the Police Department (68.5 percent) and
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the Public Works Department (27.0 percent). Overtime spending by EMS represents only 4.6 percent of
the total budgeted overtime spending.
Police overtime
From 2013 to 2018, police overtime spending dropped from $611,000 to $431,000, but the drop was due
to reduced special details overtime, which resulted in a corresponding drop in revenue. Excluding the
special details overtime, police overtime actually increased from $269,000 to $329,000 over the five-year
period.
If a government uses overtime to consistently fill vacant shifts, the increase in overtime may be offset by a
reduction in salary spending. So the Township should review the total spending across these categories
(salaries and overtime) to see if trends in one offset the other. That was the case for the Police Department
where overtime increased by 4.1 percent on an annual basis from 2013 to 2018 while spending on salaries
only grew by 1.4 percent annually. Overall the costs grew by 1.5 percent per year, even though police
officers received 3.1 percent average annual wage increases during the same period.
Police Salaries and Overtime
$9.0

$7.4

$7.6

$8.0

$7.8

$7.7

$8.0

$7.1

$7.3

$7.6

$7.5

$7.4

$7.6

2013

2014

2015

2016

2017

2018

Millions

$7.0
$5.0
$3.0
$1.0
-$1.0

Police salaries

Police salaries
Police

2013

2014

2015

2016

2017

2018

CAGR

7,116,137

7,328,868

7,617,142

7,507,600

7,373,428

7,637,204

1.4%

268,691

266,492

345,034

296,949

313,366

328,842

4.1%

7,384,828

7,595,360

7,962,176

7,804,549

7,686,794

7,966,046

1.5%

overtime31

Total

Police overtime

Public Works and EMS Overtime
The same trend was true in the Public Works and EMS Departments. Overtime in the Public Works
Department increased by 8.4 percent on an annual basis from 2013 to 2018 while spending on salaries
only grew by 1.5 percent annually. Overall the costs grew by 1.7 percent per year, even though Teamsters
received 3.2 percent average annual wage increases during the same period.
Public Works Department Salaries and Overtime
2013

2014

2015

2016

2017

2018

CAGR

Public Works salaries

4,065,266

4,129,519

4,124,763

4,176,198

4,459,428

4,375,576

1.5%

Public Works overtime

121,424

175,693

185,415

165,062

160,209

182,138

8.4%

4,186,690

4,305,212

4,310,177

4,341,260

4,619,637

4,557,714

1.7%

Total

31

Excludes special detail overtime.
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In the EMS Department, overtime grew by 19.5 percent on an annual average basis, but salaries only grew
by 1.2 percent annually when the average wage increase for Salaried employees was 2.5 percent over the
same five-year period. So despite the double-digit annual overtime growth in the EMS Department, total
salaries and overtime spending actually only grew by 1.6 percent.
EMS Department Salaries and Overtime
2013

2014

2015

2016

2017

2018

CAGR

EMS salaries

949,065

945,583

1,005,208

1,000,826

936,786

1,006,877

1.2%

EMS overtime

14,160

21,518

19,301

18,487

59,185

34,490

19.5%

Total

963,225

967,101

1,024,509

1,019,313

995,971

1,041,367

1.6%

These trends indicate that, despite significant growth in overtime, the Township has used it strategically to
generate savings relative to annual average wage increases. Moving forward, the Township should
continue to monitor its overtime spending closely in light of the budget pressures. It should also try to track
overtime spending by cause in the Police Department so Township leaders can better understand the cost
impact of deployment or scheduling decisions; can evaluate how compensation elements like vacation or
sick leave impact overtime; and can identify opportunities to reduce overtime without compromising public
safety.
WS07

Restructure sick incentive and sick leave payout program

Goal(s)

Control expenditure growth

Responsible parties

Commissioners; Township Manager; Accounting Department

Fiscal Impact

TBD

In 2018, sick leave payouts totaled $115,000 and the Township budgeted $103,000 in the 2020 budget.
These are payments that employees receive when they convert unused sick days to cash and leave the
Township for non-disciplinary reasons (e.g. resignation, retirement etc.). The current payout structures, as
determined by collective bargaining, are shown below.
Sick Leave Payout Structure
Police

Upon retirement, members included in the pension plan shall receive the equivalent of 25% of
their accumulated sick leave balance (max 2,800 hours)
Max Payout: 700 hours (87.5 days based on 8-hour days)

Teamsters

Upon retirement, members included in the pension plan shall receive the equivalent of 25% of
their accumulated sick leave balance (max 1,280 hours)
Max Payout: 320 hours (40 days based on 8-hour days)

Salaried

Upon retirement, members included in the pension plan shall receive the equivalent of 25% of
their accumulated sick leave balance (max 1,665 hours)
Max Payout: 416 hours (55.5 days based on 7.5-hour days)

Sick leave is an important and common benefit for employees that helps promote health, productivity, and
morale. It can also be a useful tool to reduce overtime costs for employees who might otherwise use the
leave under a “use it or lose it” system. But the more direct concern is that Cheltenham’s current system
provides a lump-sum payment to employees upon retirement or separation, which is hard to predict or
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budget for ahead of time. From 2013 to 2018, sick leave buy back ranged from almost no spending ($134
in 2013) to $213,000 (2016), and the majority of which were for police officers.
In addition to a maximum payout of 700 hours when police officers retire under the terms of the Pension
Plan, police officers also receive sick incentive as another form of compensation. If a police officer works
all scheduled tours of duty, excluding vacation, holidays, group days, emergency days, personal day, and
bereavement, and does not take sick leave for a period of six months, then he or she will receive an
additional payment that is equal to the hours of the officer’s scheduled shift (or 12 hours). From 2013 to
2018, the Township spent, on average, $46,000 annually on this provision alone.
The current system allows police officers to essentially benefit twice from accumulating a growing bank of
unused sick leave. Officers receive sick leave incentive if they do not take sick leave over a six-month
period and receive a higher payment when they retire under the pension plan.
Sick leave benefits, if used appropriately, can help promote the health and productivity. But the Township’s
current structure with the Police union has the risk of incentivizing employees to accumulate as many sick
days as possible. Cheltenham needs a policy that prevents sick leave abuse without incentivizing
employees to maximize their sick leave accumulation.
Moving forward, the Township should revisit the police sick leave incentive and buy-back program and
consider whether there are other more cost effective options to achieve its objectives.
WS08

Evaluate uniform allowance

Goal(s)

Control expenditures growth

Responsible parties

Commissioners; Township Manager; Accounting Department

Fiscal Impact

TBD

Cheltenham Township budgeted $64,000 in 2020 on police uniform allowances and another $26,500 on
Teamsters uniform allowances in 2020. Including the uniform allowances for community service officers
and EMS employees, the Township is projected spend over $100,000 on these types of allowances.
The uniform allowances for both the Police and Teamsters unions grow by a set amount for each year
governed by the current bargaining agreement. From 2017 to 2021, uniform allowances for those two
unions are set to increase by three to four percent on an annual average basis when consumer price growth
in the Philadelphia-Camden-Wilmington MSA has only grown annually by just 1.6 percent from 2017 to
2019. Uniform allowances for Salaried employees, on the other hand, remained flat through the entire
contract from 2017 to 2021.32
Bargaining Units’ Uniform Allowances
2017

2018

2019

2020

2021

Average Growth

$1,000

$1,025

$1,050

$1,100

$1,150

3.6%

Police (Uniformed)

$700

$725

$750

$775

$800

3.4%

Teamsters

$425

$450

$475

$500

$500

4.1%

Police (non-uniformed)

The purpose of uniform allowances is to provide employees a reasonable amount to cover the costs of their
clothing and uniform. Before the next round of negotiations, the Township should better understand whether

32

Community Service Officers (CSOs) are provided $300 clothing allowance and EMTs and paramedics are provided $150 clothing
allowance annually according to the 2017 to 2021 contract.
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the increases provided in the current contracts are necessary and whether there are opportunities to curtail
the cost growth in future years.
WS09

Control health benefits cost growth

Goal(s)

Control expenditure growth

Responsible parties

Commissioners; Township Manager; Accounting Department

Fiscal Impact

$72,000 in 2021; growing to $89,000 by 2025

As mentioned in the financial condition assessment, Cheltenham spends over $6.0 million annually on
health benefits, equivalent to 15 percent of total General Fund spending. Approximately half of the health
insurance spending is for active employees and the remaining half is for retired employees. From 2013 to
2018, Township health benefits spending grew at an annual average rate of 4.4 percent, which is fairly
moderate. According to the 2020 Segal Health Plan Cost Trend Survey that collects data from health
insurance providers, national PPO and HMO health plans grew at an annual average rate of 6.0 to 7.0
percent through the same period.33
Health Benefits Spending
$7.0
$6.0
Millions

$4.9

$5.1

$5.5

$5.8

$5.0
$4.0

$2.4

$2.2

$6.1

$6.1

$2.3

$2.6

$2.7

$3.2

$3.0
$2.0
$1.0

$2.5

$2.9

$3.2

$3.3

$3.4

$3.0

2013

2014

2015

2016

2017

2018

$0.0

Active employees' benefits

Retirees' benefit payments

The moderate health benefits spending growth was in part because Cheltenham has taken a number of
steps in recent years to control retiree benefits cost growth. Police officers hired after December 30, 2010
are limited to ten years of retiree benefits (single coverage only) and have to pay 10 percent of premium
cost.34 The Township has also made changes to civilians’ retiree benefits in recent years -- Teamsters hired
after 2013 and Salaried employees hired after 2014 no longer receive post-retirement health benefits. Given
that the Township has already made progress in controlling its retiree healthcare costs, the rest of this
initiative focuses on ways Cheltenham can control the growth of benefits costs for active employees.
Like many other municipal governments, Cheltenham pays for the majority of the health benefits costs for
its active employees. Cheltenham currently provides two types of health plans: preferred provider
organization (PPO) plans and health maintenance organization (HMO) plans. Because premiums for PPOs
are generally higher, new hires are no longer eligible for PPOs, and eligible employees who select PPOs
have to make a higher contribution to their health plan premiums. The following table details Cheltenham
health plans’ structure by employee group.

33

2020 Segal Health Plan Cost Trend Survey, Fall 2019.
Medical coverage is available until the employee is eligible for Medicare. Once the employee becomes Medicare-eligible, the
Township would reimburse employee for any cost associated with acquiring Medicare, including (but not limited to) the cost of Plan B
coverage.

34
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Cheltenham Township Health Benefits
Police

Teamsters

Salaried

Hired before 2/1/2013:
PPO or HMO
Hired after 2/1/2013: HMO only

Hired before 1/1/2005:
PPO or HMO
Hired after 1/1/2005: HMO only

Hired before 1/1/2005:
PPO or HMO
Hired after 1/1/2005: HMO only

HMO: 2.25% (2021: 2.50%)
PPO: 3.75% (2021: 4.00%)

HMO: 2.50%
PPO: 4.00%

HMO: 2.50%
PPO: 4.00%

Copay (primary / specialty)

$15 / $25

$15 / $25

$15 / $25

Copay (hospital admission)

$100 / day for the first five days
but is reimbursed by the Township

$100 / day for the first five days

$100 / day for the first five days

$10 / $25 / $40

$10 / $25 / $40

$10 / $25 / $40

Available Health Plans

Contribution to Health Premiums
(percent of salary, as of 2020

Rx Copay (Generic / Brand /
Non-formulary pharmacy benefit)

Given that health benefits represent 15 percent of General Fund spending and are projected to grow from
$6.5 million in 2020 to $8.5 million by 2025 (based on projected annual growth of 5.5 percent) absent
corrective actions, PFM reviewed the Township’s health benefits funding structure and recommends
considering the following options to help the Township control the growth of this cost driver.
1. Change employee contribution structure and increase the amount of cost-sharing by employees;
2. Establish High Deductible Health Plans as a new tier of benefit; and
3. Conduct a health benefits eligibility audit.
Recent progress in controlling health benefits costs
According to the bargaining agreements, Police employees hired after February 1, 2013 and Salaried and
Teamsters employees hired after January 1, 2005 are no longer eligible to select PPO plans.
One of the rationales for moving employees away from PPO plans is to control cost growth. The monthly
premium for a PPO plan is at least 15 percent higher than the premium for a HMO plan, only a portion of
which is covered by the higher employee contribution.
The Township has already made progress in controlling health benefits cost growth by providing only HMO
health plans to its new hires. This is the type of incremental action that will be instrumental to helping the
Township maintain fiscal stability in the future,
Employee Health Plan Selection (As of January 2020)
and is part of the reason why the Township was
PPO
HMO
Total
able to limit its active employees’ health benefits
37%
63%
100%
cost growth to an average of 3.2 percent per year Police
35
over the last five years. As of the beginning of Teamsters
15%
85%
100%
2020, more than three-quarters of Township Salaried
16%
84%
100%
employees elected the HMO health plan.
Non-Represented
17%
83%
100%
23%
77%
100%
That said, there are additional opportunities for the Total
Township to control health benefits cost growth,
given that this is typically a major cost driver for local governments. We therefore recommend that the
Township and its bargaining units consider additional changes during the next rounds of negotiations to
reduce health benefits cost growth, as detailed below.

35

Retirees’ benefit spending grew at a higher rate (5.6 percent) than active employees’ health benefits spending (3.2 percent), resulting
in total health benefits spending growth of 4.4 percent on an annual average basis.
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Currently, employees are required to contribute a portion of the health premiums based on a percentage
of the base salary. Police employees contribute 2.25 percent of their salaries to the HMO premiums and
3.75 percent to the PPO premiums whereas civilians contribute 2.5 percent of their salaries to the HMO
premiums and 4.0 percent to the PPO premiums. The following table shows the employee contribution
based on the average salaries by employee group and plan selection.
Example of Employee Contribution based on Health Plan Selection36
Police HMO

Civilian HMO

Police PPO

Civilian PPO

Single

Family

Single

Family

Single

Family

Single

Family

$10,018

$24,540

$10,018

$24,540

$11,574

$28,540

$11,574

$28,540

Est. Employee contribution as a % of salary

2.25%

2.25%

2.50%

2.50%

3.75%

3.75%

4.0%

4.0%

Est. Employee contribution (2020)

$2,335

$2,335

$1,615

$1,615

$3,892

$3,892

$2,585

$2,585

Est. Township net cost

$7,683

$22,205

$8,403

$22,925

$7,682

$24,648

$8,989

$25,956

Township cost as a % of total premium

76.7%

90.5%

83.9%

93.4%

66.4%

86.4%

77.7%

90.9%

2020 Annual premiums

Nationally and regionally it is more common for employees to make monthly premium contributions tied to
the cost of the health insurance instead of their wages.


The national average for employee premium contributions, across all types of health plans and all
types of employers, was 17 percent (or $1,242) for single coverage and 29 percent (or $6,015) for
family coverage in 2019.37



Regionally, many Montgomery municipalities’ employees make healthcare contributions based on
a percentage of the health plans’ premiums. In the Municipality of Norristown, employees contribute
between 7.5 and 15 percent of the health plans’ premiums depending on bargaining units.



In Pennsylvania, the average percentage of premium contributed by private sector employees
(establishments of 50+ employees) is 20.5% for single coverage and 25.0% for family coverage. 38

Recommendation 1: Change employee cost-sharing structure
Given the range of plan types, contribution structures, labor agreement provisions, and other variables, it
is difficult to succinctly compare Cheltenham’s employee contribution structure other Pennsylvania local
governments. As noted above, employee contributions in Cheltenham are tied to base salary, so they vary
according to the employee’s bargaining group, position, and tenure. Cheltenham also does not differentiate
between the cost of single and family coverage, though the latter is certainly more expensive. A quick
review of the lowest and highest base salaries for Township employees indicates annual employee
contributions ranged from $1,000 to $4,000 per year in 2020. The highest salaried employees in
Cheltenham may have contributed more than the national average for single coverage in 2019 ($1,242),
but Cheltenham employees at any salary level almost certainly contributed much less than the national
average for family coverage ($6,015), which is the most common type of coverage among Township
employees.
One option for controlling the growth in employee health insurance costs is to increase these employee
contributions and/or change how they are structured (i.e. tied to cost of insurance instead of employee
salaries). At a minimum, employees using more expensive levels of coverage (parent/child, family) should
contribute a higher amount to the cost of their insurance than employees using single coverage.

36

Employee contributions are estimated using average salaries by employee group.
2019 Kaiser Employer Health Benefits Survey.
38
Center for State and Local Government Excellence, 2019 State and Local Government Workforce Survey.
37
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The Township will have to pursue these types of changes through the ongoing collective bargaining process
for most employees, which means the Township will have to know the value and cost of the proposals
discussed in negotiation. As a starting point the Township should discuss the cost of its current health plan
with its third-party administrator and how total costs would change under different plan offerings. Once the
Township has this information, it can also determine which changes to the employee contribution structure
have the most impact. This will give the Township a more informed approach to controlling the cost of its
employee health insurance than simply asking unions for marginally higher employee contributions as a
percentage of base salary and hoping those increases generate meaningful savings.
Recommendation 2: Implement benefits design changes
We also recommend that the Township and its bargaining units consider the following changes during the
future rounds of negotiations to reduce the health benefits cost growth. Whatever changes the Township
pursues, it is critical that the Township is informed about the amount of savings each type of change would
yield, what impact they might have on employee behavior and health, and how those changes help address
its budget shortfalls.


Offering a High Deductible Health Plan (HDHP);



Requiring use of automatic mail order or home delivery for maintenance prescriptions;



Eliminating hospital admission co-pay reimbursement (Police only);



Increasing primary and specialty co-pays; and



Establishing a health and wellness or disease management programs specifically tailored to reduce
employee health insurance premiums.

Recommendation 3: Conduct an eligibility audit
Based on the department interviews, we found that the Township has had difficulty in managing eligibility
documentation and properly purging ineligible individuals from enrollment figures, due in part to a lack of
electronic tracking. We therefore recommend that the Township pursue a health care eligibility audit to
identify ineligible individuals who currently receive active or retiree health care coverage from the Township.
Many governments complete these audits every three to four years. This is an area where the Township
can explore using a subsequent phase of STMP grant to engage a third-party firm to perform the audit.
WS10

Make changes to the Commissioners Pension Plan

Goal(s)

Control expenditure growth

Responsible parties

Commissioners

Fiscal Impact

TBD

The Township has already made progress in limiting costs associated with the employment of its
Commissioners. Commissioners elected or appointed are no longer eligible to receive active or retiree
health benefits. But it is still the only jurisdiction among comparable Montgomery County jurisdictions –
including Abington, Lower Merion, Lower Moreland, Upper Dublin, and Upper Moreland Townships – that
offers a pension plan to its Township Commissioners. The plan costs the Township $23,000 in 2020 and
the employee benefit it provides is comparable to the Township’s other employee retirement plans, even
though Commissioners are considered part-time employees. No other part-time employees are provided a
pension benefit.
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Cheltenham Township’s Pension Plans (New Hires)
Employee
Contribution

Benefit Formula

2020 MMO

Board of Commissioners
Pension Plan

0%

60% x final year compensation +
5% x final year compensation (12+ YOS)
(Maximum benefit is 80%)

$23,159

Hourly

5%

1.5% x average pay (highest 36 months) x YOS

$482,210

Salaried

5%

1.5% x average pay (last 36 months) x YOS

$1,050,600

Police

5%

50% x average monthly salary x YOS (1-25) +
2.0% x average monthly salary x YOS (25+)
(maximum $100/month)

$2,310,548

At the very least, the Township should require Commissioners to make a contribution to the pension plan,
as is the case for Cheltenham’s full-time employees. Elimination of the pension plan for Commissioners,
which is not a common benefit provided to such individuals in the local labor market, would further reduce
such costs and would demonstrate commitment to sharing the burden of the changes that are necessary
to bring the Township into financial balance in the long term.
WS11

Purchase a HRIS software

Goal(s)

Increase efficiency

Responsible parties

Commissioners; Township Manager; Human Resources Department

Fiscal Impact

TBD

Currently, Cheltenham’s Human Resources Department executes the majority of its work – including
recruitment, performance evaluation, and benefits administration – using Microsoft Access and paper
records. Very few human resources documents are kept electronically, which makes efficient and secure
management of these important records more difficult and time-consuming for the human resources staff.
While the lack of an electronic human resources system is in part because of the Township's efforts in
controlling its operating spending in recent years, the current approach is unsustainable in the long-term.
The lack of electronic records makes it difficult to use a data-driven approach to identify potential problems
such as sick leave abuse or health benefits ineligibility. It also prevents the Township from being able to
easily monitor the impact of implementing initiatives such as a health and wellness or disease management
programs.
We recommend purchasing Human Resources Information System (HRIS) software to increase efficiency
in workforce record management. Depending on the package the Township purchases, a HRIS can include
payroll, attendance, recruitment, training, and performance modules as well as self-service features that
streamline the leave management work flow from request to approval. This initiative is another candidate
for subsequent funding under the Commonwealth’s STMP program, and should be reviewed jointly with
other software needs, such as an enhanced data management system.39

39

Please see Appendix A for more details.
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Process Efficiency
Pennsylvania local governments allocate most of their operating budgets to services that are required by
Pennsylvania law. As a first class township, Cheltenham Township government must provide services
including those that maintain public safety and cleanliness. Other services may not be statutorily required,
but are necessary to maintain for any large organization. For example, any organization the size of
Cheltenham Township government will have to
2020 General Fund Budget
maintain its facilities, have a Human
(Department Spending Only)
Resources Department that performs benefits
administration and hiring functions, and a
2020 Budget
% of Total
Finance or Accounting Department that Police
$9,240,316
44%
develops the budget and keeps track of Fire
$1,460,513
7%
actual revenues and expenditures.
EMS

$1,211,908

6%

$9,210,893
14%
Given that the majority of the Township’s Public Works
Other
departments
$4,508,826
21%
operating budget is spent on mandatory
39
$21,801,576
100%
services including public safety (police, fire, Departmental Spending
EMS) and public works, this chapter focuses
on recommendations to help the Township deliver those core services more efficiently and effectively.

It is also important to note that many Township departments already reduced headcount following the Great
Recession and have not restored headcount to the levels in place before that time. Where applicable, in
this report we provide ideas to help the Township deliver services more efficiently, but there is also a limit
to how much efficiency Township government can practically gain while still providing an array of municipal
services with the current headcount. This is why Cheltenham will need a mix of strategies to achieve longterm financial sustainability, as detailed in the rest of this Five-Year Plan.
From Mission to Measurement: Process Efficiency

Mission

It is the mission of the Township of Cheltenham to provide outstanding municipal governance and services that
meet the needs of our residents and businesses in a cost-effective and professional manner. It is the Township’s
vision to celebrate our vibrant, diverse, and historic community, to enhance and maintain quality of life, and to
achieve economic and environmental sustainability by promoting actions and opportunities consistent with good
stewardship of our natural and financial resources.

Obstacle




Recurring expenditures growing at a faster rate than recurring revenues
Lack of money in budget for strategic investments

Goals




Reduce operating expenditures to maintain fiscal balance
Create room for pay-as-you-go capital projects and other strategic investments

Strategies







Regain flexibility to manage staffing levels in Public Works and consider alternative service delivery options
Re-evaluate alarm registration and fine system
Align staffing structure with service demands in the Police Department
Evaluate opportunities for efficiencies once the fire study is completed
Pursue additional township-wide efficiency measures

Measures





Bargaining agreement with Teamsters
Number of false alarm calls
Savings relative to baseline projection

Savings target



$0.4 million in 2021; growing to $1.0 million in 2025

39

The remaining 41 percent of the General Fund budget (or $15.0 million) are budgeted centrally to employee benefits, including
pension, FICA, health insurance, workers’ compensation, library, and debt service.

Cheltenham Five-Year Plan
Process Efficiency

59

Initiatives
PE01

Regain flexibility to manage staffing levels in Public Works and consider
alternative service delivery options

Goal(s)

Control expenditure growth; gain staffing flexibility

Responsible parties

Commissioners; Township Manager; Public Works Department

Fiscal Impact

TBD

The Department of Public Works maintains, repairs, and improves Township-owned equipment, facilities,
infrastructure, properties, and vehicles. Apart from paving, engineering, and major vehicle and building
repairs, most of the public works functions, including snow plowing, refuse collection, code enforcement,
street light repairs, routine vehicle repairs, and building maintenance, are done in-house. The Township
has a long-tenured workforce which provides these services and effectively responds to seasonal and
anomalous events (largely weather-related).
These services are practically necessary, but there is no requirement that Cheltenham Township must use
its own staff to do the work. Many large organizations use private sector providers for building, grounds,
and fleet maintenance work.
Using a private contractor instead of government employees is not an inherently “good” or “bad” approach.
It is a tool that should be used thoughtfully to advance financial or operational objectives. While financial
factors are often cited as the primary factor for shifting work from the public to the private sector, there is
not a guarantee that the private sector can deliver the same level of service at a lower price than
government itself. Savings will depend in part on the availability of other capable providers in the local
market. The cost of using a private contractor also depends on how well the Township manages the
associated contract.
According to the current agreement with Teamsters, Cheltenham cannot contract out any work performed
by union employees if the result reduces the Teamsters employee headcount below 53 full-time equivalent
employees (FTE). The 2020 budget allocates salaries for 53 Teamsters employees, which means that the
Township has no flexibility to contract out any Public Works function as the bargaining agreement currently
stands, unless it backfills the positions to meet the 53 FTE minimum staffing requirement.
The current contract also requires that current Teamsters employee assigned to work at the La Mott
Community Center will remain designated to the La Mott Center until his employment ceases with the
Township or until he chooses to bid and is awarded another job through a legitimate bid. Only when the
current employee officially leaves his job at the La Mott Center would the Township be able to use parttime employees or external contractors to maintain the center.
Staffing levels should not be determined solely by financial considerations and there are legal requirements
that the Township and union must bargain on certain provisions related to employee safety. But staffing
requirements such as the ones in the current Teamsters contract are uncommon and give the Township
limited flexibility to immediately pursue changes in the way it delivers services.
The Township should consult with an external labor counsel about the legal requirements regarding
collective bargaining for staffing levels and pursue additional flexibility in the next round of collective
bargaining with Teamsters, which will take place in 2021. In the meantime, the Township should pursue
potential changes in several areas:
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Consider opportunities for competitive contracting
During our review of Township operations, we were asked whether Cheltenham should outsource its refuse
operations to an external service provider. To answer the question of whether a service should be
maintained in-house or outsourced, the Township first needs to develop a costing and service analysis.
The 2020 budget projects collecting $3.4 million in refuse revenues and spending $1.9 million in the Refuse
Division. However, the Refuse Division’s budget is understated and does not reflect the full cost of
operations. Spending on worker’s compensation claims and employee benefits fall outside the Division’s
budget, even though a portion of that spending is for the Division’s employees. The refuse operations also
incur indirect costs related to management and administration, payroll processing, vehicle and building
maintenance, and fee collection. These are all costs that fall outside the Division’s budget and should be
included as part of calculating the full cost of operations. The Township should also estimate costs for
related services that it provides, such as remediating illegal dumping or presence at community clean up
events.
Once the Township calculates the full cost of providing refuse services, it will be able to determine whether
the current operation is breaking even or operating at a deficit. Privatizing trash collection may be a potential
option to eliminate a deficit or lower the existing trash fee if the service is breaking even, but there is not a
guarantee that the Township would be able to achieve savings by using an external service provider.
To further investigate this alternative service scenario, the Township should first identify any costs it would
have to bear outside of the direct contracted services – a full-time Township service manager would likely
be required, and it would continue to have the cost of retiree benefits, fee collection, and possibly trash and
recycling bins and some other administrative and facility costs. There may also be an impact on other Public
Works functions as the Township would lose its current flexibility to shift trash collection employees to other
critical duties during weather events and other emergencies. At the same time, Cheltenham might be able
to gain one-time funds by selling its existing collection fleet and returning parts to suppliers.
In terms of structuring a Request for Proposal (RFP), the Township would want to determine whether it
might get more competitive bids by allowing firms to collect in subsets of the collection territory, to split trash
and recyclable collection, or propose other cost-saving alternatives. It might also consider whether bidders
could be asked or required to take on existing Township collection employees. To develop the RFP, the
Township should consider retaining an engineering firm with experience in the regional solid waste
collection market that can help the Township negotiate with external providers and assist with the transition
process. Finally, we recommend that the Township consider a managed competition process so that
existing in-house supervisory and frontline personnel are able to enter their own offer for the cost of refuse
and recycling collection. This usually requires some external support for the managers and bargaining unit
to put together a competitive bid, but in other jurisdictions this process has sometimes resulted in existing
municipal employees preparing a winning, cost-saving proposal.
Consider opportunities to insource work
The Township could also explore areas that are currently being contracted out and determine whether inhouse operations would be more cost-effective. The Department of Public Works currently contracts out a
number of functions such as major vehicle repairs, mechanical repairs, concrete work, and road marking.
With the Public Works Director’s input, the Township could perform the same type of costing analysis as
described above for selected Public Works functions and determine whether insourcing would be beneficial.
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PE02

Alternate EMS service delivery model

Goal(s)

Control expenditure growth

Responsible parties

Commissioners; Township Manager; EMS Department

Fiscal Impact

$140,000 in 2021; growing to $316,000 in 2025

The Emergency Medical Service (EMS) Department is currently staffed with an Emergency Management
Coordinator,40 an Assistant Chief, 10 full-time paramedics, one billing clerk, and 25 part-time EMTs and
paramedics. Over 90 percent of the Department’s $1.2 million budget is for personnel costs, and the
remaining $107,000 is primarily allocated to the maintenance and operation of the Township’s four
ambulances, radio and cell phone contracts, and supplies and equipment. Over the last five years, the EMS
Department collected an average of $975,000 in revenues. The Department noted that the increase in 2018
revenues was due to one-time delinquent revenues.
At first glance, the Department is recovering 80 to 90 percent of its spending. However, because
Cheltenham budgets employee benefits – including health insurance, pension, FICA, and workers’
compensation – centrally instead of on the departmental level, the actual spending by the EMS Department
is much higher than the $1.2 million shown in the 2020 budget. The Department’s operating budget also
excludes any costs related vehicle and equipment purchasing. From 2015 to 2019, the Department spent
an annual average of $88,000 on vehicles and equipment using capital dollars. Including the cost of
employee benefits and vehicle and equipment purchasing, the actual cost recovery percentage for the
Department is much lower.
EMS Department Spending and Revenues41
2013
Actuals

2014
Actuals

2015
Actuals

2016
Actuals

2017
Actuals

2018
Actuals

2013-18
CAGR

2019
Budget

2020
Budget

EMS Spending

1,051,935

1,059,806

1,126,081

1,111,437

1,091,761

1,154,210

1.9%

1,211,908

1,221,402

EMS Revenues

1,029,966

965,862

1,006,114

942,711

874,296

1,028,637

(0.1%)

1,110,600

1,115,100

97.9%

91.1%

89.3%

84.8%

80.1%

89.1%

N/A

91.6%

91.3%

Cost Recovery %

In addition having the challenge of rising costs every year, EMS revenues
have been declining consistently over the last five years once the one-time
collection of delinquent revenues is removed in 2018. From 2013 to 2017,
EMS revenues dropped at an average rate of four percent. Part of the
decline was due to collection issues within the Department that have since
then been corrected. But part of the revenue decline was also the result of
reimbursement capitations for Medicare and Medicare payments and
difficulties in collecting from self-pay patients with less ability to pay out-ofpocket. In 2019, Medicare/Medicaid patients represent 38 percent of the
total billing and self-paying patients consist of another 21 percent of the
total billing. Because of Cheltenham’s payer mix, it is possible that EMS
revenues will continue to decline in the next several years.

2019 EMS Billing Payer Mix

Commercial
41%

Medicare/
Medicaid
38%

Self-Pay
21%

Absent corrective actions, EMS revenues will likely plateau or continue to
decline, whereas the cost of providing service will continue to increase as
personnel costs rise and as capital needs continue to surface.

40
41

The Director and Chief of EMS is also the Emergency Management Coordinator of the Township.
Please note that EMS and Emergency Management share the same budget line items, even though they are two separate functions.
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Moving forward, Cheltenham needs an alternative service delivery model for EMS.
Option 1: Maintain EMS in-house by increasing cost recovery and investing in infrastructure
If the Township feels strongly about keeping the Department as an in-house function, it needs to improve
its cost recovery. The first step in doing so is to determine the full cost of the Department, including
employee benefits and capital costs, which are currently budgeted outside the department’s operating
budget. Unless the Township has a sense of the full cost of providing emergency management services, it
is very difficult to set a meaningful cost recovery goal.
Once the Township has established full cost of providing EMS service and determines the cost recovery
goal, it should chart out a plan to achieve that.


Continue to regularly increase EMS rates: Cheltenham has already been regularly revising its
EMS fees to maintain or improve cost recovery. The most recent EMS rate increase was in 2019,
when it increased its BLS rate from $1,150 to $1,500 per call, its ALS-1 rate from $1,375 to $1,800,
and its ALS-2 rate from $1,680 to $2,000. Because local municipalities cannot charge fees at a rate
that is higher than the cost of providing the service, the aforementioned exercise of determining the
full cost of service delivery will be important as the Township determines the required rates going
forward to recover its costs.



Contract out billing and collections: In 2018, Cheltenham
EMS had a collection rate of 40 percent – out of the $2.3 million
billed, the Township collected $944,000.42 As of December
2019, the Township had almost $430,000 in EMS accounts
receivables (or 45 percent of total accounts receivables) that
are more than 30 days old.

Accounts Receivable
(As of December 2019)
90 +
days old
13%
60-89
days old
8%

Cheltenham may be able to increase its collection rate by contracting
out billing and collections to a third-party agency. Using a third-party
collector would eliminate the need for the billing clerk in the Department,
30-59
and the Township would pay the third-party collector a percentage of
days old
the collected revenues as the collection fee. Contracting out billing and
24%
collections would also free up the Department’s resources to focus on
actual emergency services as the Assistant Chief would no longer have
to supervise the billing clerk. According to the Department, 70 to 80
percent of the Assistant Chief’s time is spent on supervising billing and collections.

0 -29
days old
55%

Because the Township already uses a third-party agency to collect bills that are still outstanding after 45
days, it should explore whether the same collection agency can also perform the billing and collections of
current EMS revenues for the Township.
If the Township maintains the EMS service in-house, it also needs
to make meaningful investments in its infrastructure so that it can
run a professional, high-quality EMS operation. Currently, the EMS
garage is situated in the Township building complex at 8230 Old
York Road. Because the garage was not originally designed to
house large vehicles, the Township had to customize its
ambulances to fit them into the garage, costing an additional
$5,000 for each ambulance. Furthermore, the Township recently
delayed the replacement of an ambulance during the 2020
Cheltenham Township EMS Building

42

Total EMS revenues in 2018 was $1.0 million. The remaining $85,000 in EMS revenues came primarily from membership fees.
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budget process, and will likely have to continue doing so in the future absent a robust capital plan.43
Option 2: Contract out EMS
If the Township is unable to improve EMS cost recovery and make meaningful investments in its
infrastructure, an alternative option is to contract out the entire EMS function. Many Pennsylvania
municipalities opt to use a third-party EMS provider instead of performing the service in-house because
doing so eliminates the need to subsidize the service when the local government is unable to fully recover
the costs, as is Cheltenham’s case. It also takes away the risk of having to find revenues or savings
elsewhere in the budget due to revenue shortfalls, and eliminates the need to purchase customized
ambulances every time a vehicle is replaced. Below are a few case studies of how contracting out EMS
works practically in three Montgomery County municipalities. In all three cases, emergency medical
services are provided by a non-profit agency, Second Alarmer’s Rescue Squad, which currently provides
services to seven Montgomery County municipalities and has five stations, including an Elkins Park station
located in McKinley.


Abington Township: Abington allocates $187,500 in its 2020 budget for the Second Alarmer’s
Contract. In addition to paying for the contract, the Abington also has an Emergency Management
Coordinator. Like Cheltenham, Abington allocates 0.5 mill of its real estate tax levy toward EMS
services.



Whitpain Township: Whitpain Township does not allocate tax dollars to its EMS provider, and all
billing and collections are performed by Second Alarmer’s. The Township allows the provider to
complete a subscription drive each year, and one of Second Alarmer’s five EMS stations is located
on the grounds of the Township Building at 960 Wentz Road.



Hatboro Borough: Hatboro does not allocate any tax dollars to its EMS provider. Second Alarmer’s
proposed that Hatboro implement a 0.12-mill real estate tax dedicated to funding EMS, but it was
voted down by the Township in December 2019.44

As shown in the above case studies, even if Cheltenham decides to outsource its EMS function, it may still
have to dedicate a tax levy to emergency services (as it currently does) as many EMS providers are also
facing the problem of reimbursement capitations. Much of the community service work that the Township’s
EMS Department currently does, including attending block parties and other community-based events, will
also be eliminated. We also note that the EMS Department has been instrumental in managing transports
during the COVID-19 pandemic.
But contracting out EMS would eliminate the existing deficit in the department and free up some of the
capital dollars the Township currently uses to replace its four ambulances. It would also relieve the
Township of the need to maintain and ultimately replace the current EMS building, which could be
mothballed or repurposed to provide storage space needed by the Police or other departments.
Fiscal Impact
Instead of carrying forward the $1.1 million EMS revenues projected in the 2020 budget, given the declining
revenue trend the baseline assumes $975,000 in projected annual revenues, equivalent to the average
revenues collected from 2013 to 2018. The fiscal impact of this initiative assumes that the Township would
be able to reach the $1.1 million revenue goal in 2021 and will gradually increase its collection rate to 55
percent over the next several years. If the Township outsources the EMS function entirely, the amount of
net savings generated would be significantly higher.

43
44

Please see initiative SI03 in the Strategic Investments chapter for more details.
Hatboro also has one emergency management coordinator and two assistant coordinators.
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PE03

Re-evaluate the alarm registration and fine system

Goal(s)

Control expenditure growth by reducing service demands; enhance revenue
growth

Responsible parties

Commissioners; Township Manager; Police and Fire Departments

Fiscal Impact

$5,000 annually

Currently, Cheltenham residents and businesses have to register their alarm system at $50 annually.
Properties with valid permits are allowed three false alarms within a period of a year, after which the
Township notifies the alarm user asking them to submit a report to the Township describing actions taken
to eliminate the cause of the false alarms. If a resident or business triggered a false alarm without a valid
permit, the Township charges a $600 fine for burglar alarms and $350 for fire alarms.
Burglar and Fire Alarms Fee and Fine Schedule (As of March 2020)
Fee / Fine
Initial registration
Annual renewal fee (as of March 1, 2020)
Late fee (in addition to the annual fee)
Fine for triggering an alarm without a permit

$50
$35
$35
$600 (for false burglar alarms) /
$350 (for false fire alarms)

From 2013 to 2018, Cheltenham collected an average of $81,000 from alarm permits, fees, and fines. While
the amount of revenues the Township collects fluctuates from year to year, revenues have generally
declined in the last few years, dropping by almost 12 percent from in 2014 to 2018 as shown in the chart
below.
Alarm Permit and Fines
$100,000
$90,000
$80,000
$70,000
$60,000
$50,000
$40,000
$30,000
$20,000
$10,000
$0

$89,671

$84,641

$82,839

$80,765

$72,053

2013

2014

2015

Burglar and Fire Alarm Permits

2016

2017

$76,717

2018

Late charges / fines

Approximately half (or 538) of the Fire Department’s responses are for false fire alarms and almost 10
percent (or 2,800) of the calls for service by the Police Department are related to alarms, the second largest
type of police response after traffic stops. Nationally, at least 90 percent of Police alarm calls are false
alarms.45

45

Opportunity for Police Cost Savings without Sacrificing Service Quality, Urban Institute, 2013.
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2019 Fire Calls by Type
Vehicle fire and
accident
7%
Fire
Investigation
7%

Rescue
2%

Top Ten Types of Police Calls
Percent of Total Calls for Service by Type, 2018 and 2019
0%

Special service
1%

5%

10%

15%

Traffic stop
Alarm
Hospital case
Accident
Vehicle

Carbon
Monoxide and
Gas/Odor
13%

False Alarm
49%

Disturbance/Complaint
Foot Patrol
Suspicious person/circumstance
Other traffic related

Fire (Electrical,
Field, dumpsters)
12%

Theft
Structure fire
9%

2018 % of total

2019 % of total

Cheltenham needs to re-evaluate its current alarm registration and fine system so that police and fire
resources are redirected to work that promotes and maintains public safety. The following lists a few action
items to better enforce its current alarm registration program:


Fee and fine enforcement: The Fire Department answers to over 500 fire alarm calls and the
Police Department answers to another 1,800 burglar alarm calls annually,46 and at least 90 percent
of these calls are false alarms. From 2014 to 2018, the Township collected an average of $81,000
in annual fee revenues but almost no fine revenue. One possible reason for the non-existent fine
revenue is that the fines for failure to register the alarms are often waived upon petition by the
property owner. To ensure fairness for residents who are paying the alarm registration fee, the
Township should cross-check between the addresses triggering the false alarm and the permit
database and issue the fine across all households that fail to register the alarm. Doing so will help
increase compliance to the current ordinance and ensure equity amongst taxpayers.



Redesign fee structure: The Township should also consider establishing a formal stratified fee
system that charges higher amounts for more frequent violations, which is a common practice
among other Pennsylvania municipalities. Doing so will allow the Township to recover more of the
costs associated with responding to false alarms as well as provide a deterrent for their occurrence.
The Township can also establish a different fee structure for residential and commercial alarms as
well as a separate fee for burglar and firm alarms to better track the type of false alarms incurred
by different properties and customize a deterrent program accordingly.



Adopt a verified alarm ordinance: As a standard practice, many alarm companies already call
the property owner and secondary contacts verifying if the alarm is a false alarm before forwarding
the call to the local enforcement agencies. Cheltenham Township can encourage that practice by
adopting an ordinance requiring alarm companies to confirm an emergency is occurring before
dispatching local enforcement to the site of the alarm. Township officials report that many
responses are made to the high-rise residences, but that they are rarely initiated by the same
resident. Some coordinated effort with building management for education and verification could
possibly reduce the number of required responses.

46
The Township had 1,766 chargeable alarm calls, 554 fire alarm calls, 377 non-chargeable alarm calls, 67 open property alarm calls,
and 8 vehicle alarm calls in 2018.
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20%

Public Safety Initiatives
While the nature of the changes proposed in initiative PE03 will help enhance Township’s revenues, the
ultimate goal is to realign the Township’s public safety services to its core mission. Instead of focusing the
question on whether there is room to reduce the size of Township government, the key question that
Cheltenham first needs to answer is whether it can
streamline its management of service demands.
Manage demand
for services
Unless the Township can gain efficiencies in how
(E.g.
by reducing
it deliver services, reducing capacity would only
false alarms)
mean that resources are spread thinner across
departments.
If the Township can begin to implement initiatives
that manage the service demands in a way that
helps create a more efficient workforce, then the
Township can use the opportunity to evaluate
Re-evaluate how
Maximize time on
service demands
patrol (police) or
whether the staffing structure aligns with the
aligns with
fire suppression/
service demands and resources available.
staffing
prevention (fire)
Cheltenham’s financial challenges are severe
enough that leaving positions vacant is already a
common practice used by the Township to
generate short-term savings. Instead of reducing department resources by leaving positions vacant without
a comprehensive plan to address service demands, the Township should use a data-driven approach to
measure Departments’ progress in implementing the efficiency initiatives. The rest of this chapter provides
guidance to help Cheltenham achieve that.
PE04

Align staffing structure with service demands in the Police Department

Goal(s)

Control expenditure growth; improve operational efficiency

Responsible parties

Police Department

Fiscal Impact

$98,000 in 2021; growing to $449,000 in 2025

Cheltenham Police Department staffing dropped over the last 20 years from 86 police officers to the current
69 police officers. While that decline represents a headcount reduction of almost 20 percent, staffing
analysis indicates that the department’s total headcount is comparable to staffing in other Montgomery
County townships. That said, Cheltenham’s violent and property crime rates are generally higher than the
same comparison townships.
2018 Staffing and Crime Rate Comparison
Population
Lower Merion Township
Abington Township
Cheltenham Township
Upper Dublin Township
Upper Moreland Township
Plymouth Township
East Norriton Township
Lower Moreland Township
Median (excl. Cheltenham)
Rank (Highest to Lowest)
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59,262
55,631
37,501
26,432
24,182
17,756
14,085
13,204
24,182
3 of 8

Law Enforcement
FTEs per 1,000
Capita
2.5
2.0
2.1
1.7
1.8
3.0
2.1
0.9
2.0
3 of 8

Total Officers
per 1,000
Capita
2.2
1.6
1.9
1.5
1.5
2.6
1.9
0.7
1.6
4 of 8

Total Civilians
per 1,000
Capita
0.3
0.4
0.2
0.2
0.2
0.4
0.1
0.2
0.2
7 of 8

Violent Crime Property Crime
per 1,000
per 1,000
Capita
Capita
0.5
16.4
0.8
17.1
1.9
26.5
N/A
N/A
0.9
17.3
1.5
25.2
3.1
19.0
0.3
9.2
0.9
17.2
2 of 7
1 of 7
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This headcount and crime rate comparison is not meant to illustrate whether Cheltenham Police
Department is under- or over-staffed. Whether Cheltenham Police Department has too many or too few
police officers requires a much deeper analysis than the data shown above. However, this analysis
highlights the challenges that are unique to Cheltenham and points to potential ways the Township can
better utilize its police officers to maintain and promote public safety.
Given the projected deficits in the baseline, Cheltenham Township government needs to find ways to
reduce spending without compromising its service levels. The Police Department in recent years has
already made some thoughtful investments to gain efficiencies in the Department, such as launching the
security camera registration in partnership with CrimeReports.com. Based on our discussions with the
Department and experience with other municipalities that face similar challenges, the following are some
additional ideas that the Township should incorporate into its operations strategy moving forward:


Civilianization: Cheltenham’s number of police civilians per 1,000 capita was one of the lowest
among selected Montgomery municipalities. Our interview with the Department also suggests that
there are opportunities to use more civilians to absorb sworn officer duties, such as fingerprinting
at the police station, property evidence management, non-criminal auto accident investigation, and
budget development and submission. All of those functions are currently carried out by sworn
officers. Civilianization is not just a cost-reduction strategy. It also seeks to improve the
department’s overall effectiveness, as civilians often bring a different set of skills that may be a
better fit for the particular job function (e.g. budget development).



Evaluate the cost-benefit of the K-9 unit: Cheltenham Police Department currently has one K-9
officer in each of the four squads. In addition to a premium pay equivalent to 1.5 times the Federal
Minimum Wage for the time officers have a dog in their possession, there are also costs related to
the training and maintenance of canines. The Township should evaluate the cost-benefit of the K9 unit as it currently stands by exploring the following questions and make any necessary changes
to reduce costs and free up officers’ time:





How many K-9 runs are there on a daily basis?



What time of the day do these K-9 runs typically happen?



What is the full cost of maintaining the current K-9 unit?



What are the roles of the K-9 officer when not on a K-9 run?



What is the service impact if K-9 is eliminated on selected shifts when the demand is less?



Is there an opportunity to partner with the county (which also has a K-9 unit) to provide this
resource?

Other areas for exploration:


Prior to staffing reductions the Police Department had a dedicated school resource officer.
The Department reports that it still responds regularly to the high school and to the nearby
Cheltenham Mall, but the Police Department has limited resources to interact with either
one. Are there potential partnerships with the School District, the Mall, or other institutions
that the Commissioners and Township Manager can help the police force foster to reduce
police time at these locations and free officers for other duties?



Similarly, the Police headquarters is a repurposed and aged building with cramped spaces,
sometimes with inadequate facilities (especially for detention). Can a long-term plan to
upgrade the building or relocate the Department help them be more efficient?

Cheltenham Five-Year Plan
Process Efficiency

68



Police vehicles are often driven up to 24 hours per day, and are typically at the end of their
useful life in 3-5 years. It appears that recently the Township extended the replacement
cycle from every five years to six years. Would the Township be able to increase
productivity and reduce maintenance costs if it took a thorough look at police vehicle needs
and established a firm replacement cycle?

Given the magnitude of Cheltenham’s projected deficits, the most important question the Department and
Township leaders need to answer is not whether or not it is able to find operational efficiencies in the Police
Department, but how it can do so with the least service impact. We encourage Township leaders and the
Police Department to work together to further develop this strategy using the guiding questions as detailed
in this initiative and the next initiative. In order to foster this dialogue, we encourage all of the Commissioners
and the new Township manager to do a ride-along with a police officer at least every other year, and to
include Department leadership in all relevant operating and capital budget discussions.
Fiscal Impact
The fiscal impact projected for this initiative assumes that the Department will be able to find efficiencies
savings through the measures as described above, growing from 1.0 percent of the total department
spending in 2021 (or $98,000) to 4.0 percent by 2025 (or $449,000).
PE05

Improve call for service (CFS) data management

Goal(s)

Facilitate data-driven understanding of staffing and service demands;
evaluate opportunities to reduce expenditures

Responsible parties

Police Department

Fiscal Impact

TBD

As part of our evaluation of the Police Department, we requested call for service (CFS) data to better
understand how police officers spend their time and the type of service responses police officers spend the
majority of the time on. The Police Department downloaded their call for service data for 2018 and 2019
from its own records management system, CODY, which shows that the Department responds to
approximately 30,000 calls annually. There are three issues with the call for service data as it currently
stands:


The data downloaded directly from CODY is only available in PDF, which makes it very difficult to
tabulate the data. Because the call for service data is such a crucial piece of information in
evaluating police workload, PFM spent hours converting over 4,000 pages of data in PDF into a
spreadsheet in order to summarize and tabulate the data.



The Police Department indicated that CODY tracks about 30,000 calls annually but the number of
calls dispatched through the County’s 911 dispatch center was actually approximately 35,000.
About 15 percent of the call details were lost through the transition between the County’s 911
dispatch center and the Township’s internal records management system.



The current CFS data reports the time when the call was received, arrived, and dispatched, but
does not show the amount of time from call received to dispatch (queue time), travel time, time on
scene, and the number of police vehicles on scene. Some of this data can be easily calculated if
the call for service data is reported in Microsoft Excel instead of PDF.

The Department reports monthly crime, arrest, and clearance data to the Commissioners, which is a type
of output and outcome performance management. But the Township should also begin to measure and
evaluate the workload and efficiency indicators, such as the number of call for service by type, to evaluate
how police officers are spending their time and whether staffing aligns with the service demands. As a first
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step, the Township should work with the County to ensure that Cheltenham’s call for service database is
accurate and determine if software changes are necessary to report call for service data in a meaningful
way. If annual call for service data can only be reported through thousands of pages of PDFs, then the
Police Chief and the Township cannot analyze the data in a meaningful or efficient way.
Analyzing Call for Service Data
The table below shows the summary of call for service data in 2018 and 2019. Based on the summaries,
some of the guiding questions the Township should continuously ask to evaluate the use of police resources
and potential efficiency opportunities include:47


The number of daytime calls are generally between 60 to 65 percent of all calls. How does that
impact Police staffing?



Almost 20 percent of the calls were traffic stops. Do those enforcement actions result in better
compliance? What does the compliance data indicate?



How many of the alarm calls were false alarms? How has the number of alarm calls changed since
the Township re-designed the fee schedule and improved enforcement of the alarm registration
and fine program?



Traffic stop, vehicle, accident, and alarms calls in aggregate represent about 40 percent of total
calls. Does officers’ use of time align with the Department’s mission?



Prisoner transport represents almost 300 calls every year. Is there an opportunity to partner with
the County or adjacent townships to reduce time spent on prisoner transport?



Cheltenham Police Department detains approximately 150 individuals each year on warrant. The
majority of these are from Philadelphia, necessitating a trip into Philadelphia to deliver them to the
nearest City police station. Can Township leadership help negotiate a better arrangement with the
City?
Call for Service Summary Table, 2018 and 2019 (through November)
Top 30 Police Calls for Service, 2018 - 2019
2018
2018
Major Categories
year-end
% of total
Traffic stop
5,683
18.9%
Alarm
2,772
9.2%
Hospital case
2,361
7.9%
Accident
1,975
6.6%
Vehicle (abandoned, disabled etc.)
1,848
6.2%
Disturbance/Complaint
1,707
5.7%
Foot patrol
1,328
4.4%
Suspicious person/circumstance
1,288
4.3%
Other traffic related
936
3.1%
Theft
879
2.9%
Domestic
762
2.5%
Court hearing
746
2.5%
Police information
581
1.9%
Animal complaint
568
1.9%
911 Hang up
448
1.5%
Property and well-being check
432
1.4%
Fire
356
1.2%
Assist other agency
352
1.2%

2019
thru Nov
4,841
2,232
2,196
1,691
1,445
1,448
820
1,187
947
833
510
418
441
452
350
409
287
225

2019
% of total
3.4%
2.1%
1.7%
1.8%
1.8%
1.4%
1.6%
1.2%
0.9%
1.2%
0.5%
1.0%
0.9%
0.8%
0.9%
0.9%
0.6%
0.5%

47

For more resources, the Township can refer to Data-Driven Approaches to Crime and Traffic Safety (DDACTS), a law enforcement
operational model that integrates location-based crime and traffic crash data to determine the most effective methods for deploying
law enforcement and other resources:
https://one.nhtsa.gov/Driving-Safety/Enforcement-&-Justice-Services/DDACTS%E2%80%93test
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Top 30 Police Calls for Service, 2018 - 2019
2018
2018
2019
year-end
% of total
thru Nov
Assist citizen
349
1.2%
303
Administrative paperwork
325
1.1%
125
School crossing
305
1.0%
256
Prisoner transport
285
0.9%
229
Dispute
273
0.9%
200
Fraud
255
0.8%
232
Township ordinance violation
242
0.8%
230
Desk relief
202
0.7%
140
Arrest on warrant
164
0.5%
136
Vandalism
148
0.5%
98
Pedestrian investigation
141
0.5%
83
Burglary
115
0.4%
67
Total Top 30 Types of Calls
27,825
92.6%
22,831
Total YTD Calls
30,084
100.0%
24,989
Calls for Service by Day and Night Shifts, 2018 - 2019
Day shift
19,056
63.3%
16,121
Night shift
11,028
36.7%
8,868
Total YTD Calls
30,084
100.0%
24,989
Major Categories

2019
% of total
0.4%
0.3%
0.3%
3.4%
2.1%
1.7%
1.8%
1.8%
1.4%
1.6%
1.2%
0.9%
92.1%
100.0%
64.5%
35.5%
100.0%

PE06

Evaluate opportunities for efficiencies once the fire study is completed

Goal(s)

Control expenditure growth; improve operational efficiency

Responsible parties

Fire Department

Fiscal Impact

$111,000 in 2021; growing to $188,000 by 2025

Cheltenham Township maintains a volunteer fire department coordinated by a full-time Fire Marshal and a
part-time Assistant Marshal. The Township also retains a part-time fire inspector. The Department is
comprised of five fire companies – Cheltenham, La Mott, Elkins Park, Glenside, and Ogontz, with nearly
200 volunteer firefighters. Cheltenham is currently undergoing a fire study funded by the Pennsylvania
Department of Community and Economic Development (DCED) to examine current fire operations.
From 2013 to 2019, the fire companies’ total runs remained between 1,600 and 1,900 and the trend was
relatively flat. Generally, fire companies respond to calls near the company location, which account for
1,033 runs in 2019. There were also calls that required response from more than one company (or
“automatic aid”), and those additional responses accounted for another 667 runs from the companies in
2019. The third type of run is mutual aid provided to nearby municipalities. In 2019, 98 (or 5.5 percent) of
the runs were related to aid provided to Abington, Springfield, Upper Moreland, Upper Dublin, Ambler,
Rockledge, and Jenkintown.
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Total Runs of Fire Companies
1,907

2,000
1,626

1,690

1,643

2015

2016

1,797

1,851

1,798

2017

2018

2019

1,500
1,000
500
0
2013

2014
Fire Calls

Assist in Cheltenham

Assist outside Cheltenham

Even though the number of fire runs remained relatively flat over the last several years, the Township
increased the contribution to the fire companies from $700,000 to $740,000 in 2018 and then to $832,500
in 2019. That represents an increase of almost 20 percent over a two year period. The increase was due
in part to the shortage of daytime volunteer firefighters, resulting in the Township having to recruit paid
firefighters to ensure that there is sufficient staffing.
Cheltenham’s Contribution to Fire Companies, 2017 - 2019

Contributions to Fire Companies
% Change

2017

2018

2019

$700,000

$740,000

$832,500

0.0%

5.7%

12.5%

The lack of volunteer firefighters is not just a challenge for Cheltenham; it is a statewide and national
challenge. According to the U.S.
Number of Volunteer Firefighters and Rate per 1,000 People
Fire Department Profile 2018
report published by the National
Fire
Protection
Association
(NFPA) in February, the national
number of volunteer firefighters
dropped in 2017 to the lowest
estimate since NFPA began
reporting this statistic in 1986.
Despite an increase in 2018, the
number of volunteer firefighters
nationally still had an overall
downward
trend
in
recent
decades.48
In light of this challenge,
Cheltenham Township has turned to recruiting paid firefighters to fill gaps in service from volunteers. Given
the national decline in volunteer firefighters, the Township needs a long-term plan to ensure that it has
sufficient fire staffing, such as exploring opportunities for regional cooperation. Doing so may be a difficult
undertaking, depending on whether neighboring municipalities are able and interested. Cheltenham can
apply for technical support through the STMP program to explore specific initiatives with a view to providing
the same or higher levels of service at the same or lower costs in the long-term. This is of particular
48

NFPA’s 2017 U.S. Fire Department Profile can be accessed here: https://www.nfpa.org/News-and-Research/Data-research-andtools/Emergency-Responders/US-fire-department-profile
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importance as a long-term commitment to increasing the paid fire force will be financially difficult for the
Township given the other challenges described throughout this plan.
In the immediate term, however, Cheltenham needs to provide fire services effectively using the existing
resources. The false alarm initiatives mentioned earlier seek to reduce service demands. Half of the fire
calls in 2019 were related to false alarms, which translate to about 500 false alarm calls a year (or 1.4 calls
a day on average). As described in that initiative, Cheltenham should re-evaluate its alarm registration and
fine program to ensure better enforcement and compliance. The goal of the recommendations provided
earlier is to reduce the number of false alarm calls so that resources can be directed to the other half of the
fire calls – fire investigation, suppression, prevention, and rescue.
There may also be an opportunity to deploy resources more efficiently. Cheltenham currently has five fire
stations that host three ladder trucks, 10 rescue/pumper trucks, four special service vehicles, and one SUV.
Fire Station Apparatus
Station
Glenside
La Mott
Elkins Park
Cheltenham
Ogontz

Apparatus
1 ladder, 3 pumpers, and 1 special service
2 pumpers, 1 special service, 1 SUV
1 ladder, 1 pumper truck, and 1 special service
1 ladder, 1 rescue pumper, 1 pumper
2 pumpers, 1 rescue, 1 special service

The following table showing average apparatus and station rates per 1,000 population was extracted from
the NFPA report, which samples national fire companies through two surveys conducted in 2016 and 2018.
As shown below, Cheltenham’s number of fire stations and apparatus were significantly higher than other
communities around the nation with populations ranging from 25,000 to 49,000.
Average Apparatus and Station Rates per 1,000 Population
Pumpers per
1,000
population

Other suppression
vehicles per 1,000
population

Aerial apparatus
per 1,000
population

Stations per
1,000
population

National average

0.21

0.23

0.02

0.17

National communities with
population of 25,000 to 49,999

0.11

0.07

0.02

0.09

Cheltenham Township
(Population of 37,000)

0.27

0.11

0.08

0.13

The idea the Cheltenham may have more fire stations and apparatus than other similarly-sized communities
is not a new finding. During our interview with the Department, the Fire Marshal suggested that part of the
reason Cheltenham responds to approximately 100 mutual aid calls a year is because Cheltenham has
three ladder trucks.
Cheltenham cannot afford to continuously increase its contributions to the volunteer fire companies and
must find creative ways to meet service demands using the existing resources. Reducing the number of
stations and apparatus may be one of the ways to deploy resources more efficiently, but there may be
impact on operations that we have not addressed here. The Township should evaluate the findings from
the fire consultant study that is currently underway to determine whether this is a viable option or how it
might become viable.
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Unless the Township can reduce the service demands for alarm response and/or find efficiencies in how it
deploys existing resources, the Township may have to establish a dedicated fire tax, in addition to the
necessary tax increases as outlined in this Plan to keep up with cost growth.
Fiscal Impact
The baseline projection shows the Township’s contribution to the fire companies growing from $832,50049
in 2021 to $928,000 in 2025 (average annual growth of 2.2 percent), consistent with the trend in recent
years. The fiscal impact of this initiative assumes that the allocation to fire companies will remain flat at
$740,000 throughout the projected years, the same amount as the allocation prior to 2019.
PE07

Pursue additional efficiency opportunities

Goal(s)

Reduce expenditure growth; advance Five-Year Plan initiatives

Responsible parties

Commissioners; Township Manager; Multiple departments

Fiscal Impact

$5,000 in 2021; growing to $5,500 in 2025

As a result of the review of Township operations, additional efficiency recommendations were identified for
Township-wide functions:


Adopt purchasing cards: The Township currently has blanket purchase orders for certain
materials and supplies, and purchases are manually approved by the Director of Accounting, the
Controller, and the Township Manager. To reduce staff time spent on reviewing and approving
purchase orders and to receive standard rebates, Cheltenham should consider using purchasing
cards for materials, supplies, and perhaps other items. Using purchasing cards would allow the
Township to limit the number of purchasers, pre-set spending limits, and block purchase of specific
items, while improving tracking and reporting. In conjunction with this initiative, the Township should
explore whether commonly-available items can be more cheaply purchased using online purveyors
such as Amazon or Walmart.



Shared services: Cheltenham already uses a shared service model that is applicable to several
municipal government functions. Its Fire Department receives and provides mutual aid to
neighboring townships, its 911 dispatch is provided by the County, and the Township uses the
Delaware Valley Trust as the third-party administrator for health benefits and workers’
compensation. Where possible, it should find additional opportunities to do so. For example, during
snow storms Township staff only plows the metered portion of the Elkins Park Library parking lot
whereas the Library contracts with an external contractor to plow the non-metered portion of the
same lot. The Township should explore opportunities such as these where an alternate
arrangement (e.g. Cheltenham plows the snow for the entire parking lot and receives
reimbursements from the Library for the work that the Township performs) creates efficiencies for
both parties.



Gradually transition to electronic data management: The Workforce Strategies chapter
discusses the need for a Human Resources Information System (HRIS) so that the Department
can transition from a paper-based operation to a digital records management system that is more
streamlined and user-friendly. From our interviews with the various departments, we learned that
the Township still preserves many of its records on paper. For example, many departments still fill
out purchase orders on paper before they are entered into the data software, and code enforcement

49

The $832,500 includes the $148,000 to each fire company, the additional $6,000 to each company that was added in the 2019
budget, and the unallocated appropriation of $12,500 to each of the five companies. In aggregate, these contributions totaled $832,500
in the 2020 budget.
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records are still stored in hard copies. The Township should gradually transition to an electronic
records management system; a subsequent phase of STMP grant may help offset some of the
software costs.


Provide online payment options for all fees and fines: The Township currently allows residents
to pay the real estate tax and certain fees online, but it should continue to expand that option for all
fees and fines, including EMS fees. Doing so will not only streamline the payment process and
potentially increase collection rates, it will also reduce the amount of time Township staff currently
spend on depositing checks at the bank every day.

PE08

Manage the length of public meetings

Goal(s)

Improve employee morale; streamline operations

Responsible parties

Commissioners

Fiscal Impact

TBD

Cheltenham Township has seven Commissioners, each of them representing one ward of the Township.
The Board of Commissioners holds a general monthly meeting on the third Wednesday of the month. In
addition, the Board also staffs various committees and those committees meet on the first and second
Wednesdays of the month. Cheltenham’s Home Rule charter requires that each of the committee consists
of no less than three members of the Board.
Board of Commissioners Meeting Schedule
Meeting Day
First Wednesday

Second Wednesday
Third Wednesday

Meeting Time
7:30pm
8:00pm
7:30pm
7:45pm
8:00pm
7:30pm

Commissioners’ Meeting
Public Works Committee
Building and Zoning Committee
Public Safety Committee
Public Affairs Committee
Finance Committee
Board of Commissioners Meeting

Because of the amount of items on the agenda for these meetings, it is not uncommon that the meetings
run into the early hours of the morning. Using the second Wednesday meeting as an example, the Public
Affairs Committee meeting can frequently run for at least an hour, and the same would be true for the earlier
Public Safety Committee meeting. So the Finance Committee meeting can frequently start at 10pm or later,
and Township Finance staff would often have to stay until close to midnight before the Finance Committee
meeting is adjourned. Any staff needed for the Public Affairs or Finance Committee would have to wait for
an uncertain start time often later than the scheduled start. During our interviews with department heads,
staff revealed a level of frustration with the downtime associated with this structure.
While the time and commitment Commissioners invest in making Cheltenham a better place is laudable,
below are a few ideas to manage the length of these meetings (and, perhaps more importantly, employee
morale).


Set time limits for public comments: Currently, Cheltenham residents can make public
comments without a time limit. While allowing for public comments is an important tool to gauge
public input, and required in many cases, the absence of a time limit is unusual even among
Pennsylvania communities. In Montgomery County, public comments are limited to two minutes for
agenda items and five minutes for general comments. Speakers may present only once for the
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general comment period.50 In Lower Merion Township, public comments are limited to three
minutes. To manage the length of the public meetings and to allow Township staff to focus on the
day-to-day operations while attending these important public meetings, the Township should
consider adopting a three-minute time limit for public comments, and set a limit to the number of
times each speaker can return for comment after the time limit is up.


Revise the start time for the Public Safety and Finance Committee meetings: The Township
agenda currently only allocates 15 minutes for the Public Affairs and Public Safety committee
meetings held on the second Wednesday of the month. While the goal of allocating such a short
time to those meetings may be to manage the length of the meetings, those start times are almost
never observed in practice. If a significant issue arises, allocating only 15 minutes of meeting time
to the Public Safety Committee – which includes the EMS, Police, and Fire Departments – is a
nearly impossible task.
The Township should consider revising the start times for the Public Safety and Finance Committee
meetings on the agenda so that residents who want to only participate for a portion of the evening’s
meeting can do so accordingly, instead of either showing up too early for the actual meeting or
having to guess when the meeting would start based on the number of agenda items. The Township
should also seek to adhere to that revised timeline once it has made those changes.
The Commission may also wish to consider a formal comment period before the scheduled meeting
times to provide a regular 30 or 60 minute period for comment.

One of the goals of this initiative is to help the Commissioners manage Township staff more effectively by
giving the staff as much room as possible to focus on day-to-day operations. If Township staff are pulled in
too many directions – responding to public complaints on an ad hoc basis without a sense of priority, staying
through the late hours of the evening to attend the public meetings, researching the possibilities of different
ideas without a strategic vision – they will end up unable to focus on the core services they are tasked to
deliver or will eventually get burned out. To perform their jobs effectively, Township staff need the time,
room, and flexibility to execute their core job functions. That is not to say that Township staff should not
respond to public complaints or the Commissioners’ requests in a timely manner, but it does mean that
those tasks must be executed with a sense of priority and strategic vision.

50

Montgomery County’s public comment guidelines can be access here:
https://www.montcopa.org/ArchiveCenter/ViewFile/Item/5037
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Program Prioritization
As discussed in the Management Audit chapter, good stewardship of the Township’s financial resources
is one of the key goals of Township government, but the ultimate mission is much broader.

It is the mission of the Township of Cheltenham to provide outstanding municipal
governance and services that meet the needs of our residents and businesses in a costeffective and professional manner. It is the Township’s vision to celebrate our vibrant,
diverse, and historic community, to enhance and maintain quality of life, and to achieve
economic and environmental sustainability by promoting actions and opportunities
consistent with good stewardship of our natural and financial resources.
Township leaders will continue to refine this mission statement to more accurately reflect Cheltenham’s
vision. But the mission statement in its current form is still meaningful because it elevates diversity, history,
quality of life, and effective management of resources as high priorities. Currently, these priorities do not
align with the Township’s financial reality.
The second chapter of this Plan provides a baseline projection in which the Township’s General Fund
expenditures grow faster than the revenues available to fund them, resulting in Cheltenham having multimillion dollar deficits for each of the projected years absent corrective actions. Unless the Township begins
to take corrective action, it will run out of fund balance as soon as 2022. It will also be very difficult for
Cheltenham to uphold the priorities as stated in the mission statement – celebrating diversity, maintaining
quality services, and effectively managing its resources – unless it eliminates the structural imbalance and
creates room in its budget to invest in its infrastructure.
When we interviewed the Township’s leaders, there was a clear understanding of the need to invest in
Township facilities and infrastructure and find a way to move away from the current “crisis management”
mode of operations to a more proactive approach in maintaining fiscal sustainability. This chapter therefore
addresses the ways Cheltenham should prioritize its resources so that it can focus on the services and
infrastructure that advance the Township’s core mission.
Limits to How the Township has Historically Controlled its Cost Growth
The Management Audit chapter provides an overview of how Township government spends its money.
Almost 60 percent of its 2020 budget is on
departments’ spending, with the remaining 40
percent on centrally budgeted items including the
library contribution, debt service payments, and
employee benefits (healthcare, pension, workers’
compensation, and Medicare and Social Security).
The majority of Cheltenham’s departmental
spending is Police and Public Works. In aggregate
those two departments represent two-thirds of total
departmental spending. The remaining spending is
split among Administration, EMS, Fire, Parks and
Recreation, and Planning and Zoning.

2020 Expenditure Budget
Library
5%

Debt
Service
1%

Police
26%
Employee
benefits
35%
Other
departments
19%

Public
Works
14%

Historically, the Township has managed its structural
deficits by controlling expenditure growth on the
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department level. As shown in the table below, that approach contained the departments’ spending increase
from 2013 to 2018 to less than two percent, but the Township still saw significant increases in employee
benefits and debt service that in part created the $0.6 million deficit in 2018.
2013 – 2018 Spending Growth

Department spending
Employee benefits

2013 spending
(in $ million)
$21.8

2018 spending
(in $ million)
$24.0

2013 – 2018 Average
Annual Growth
1.9%

$10.8

$12.7

3.4%

Library

$1.5

$1.7

2.5%

Debt Service

$2.9

$3.9

6.1%

Non-Departmental Spending

$15.3

$18.4

3.8%

Total Expenditures

$37.1

$42.4

2.7%

To ensure financial stability in the long-run, the Township will need to move from this broad cost-control
approach to a more targeted approach that focuses on spending priorities. To illustrate why across-theboard budget cuts cannot solve Cheltenham’s structural challenge, the following table shows the remaining
deficit for 2021 after a 10 percent across-the-board cut for all Township departments. Even with the acrossthe-board cuts shown below, the Township would only generate savings of $2.2 million, still less than the
projected deficit ($3.0 million) in 2021.
Ten Percent Across-the-Board Department Budget Cuts

Administration
Finance

2021 Baseline Projection

10% Reduction

Savings

1,988,081

1,789,273

198,808

121,809

109,628

12,181

Police

9,835,589

8,852,030

983,559

Fire

1,475,687

1,328,118

147,569

EMS

1,257,346

1,131,611

125,735

Public Works

5,268,035

4,741,231

526,803

Parks & Recreation

1,989,169

1,790,252

198,917

Planning & Zoning

537,647

483,882

53,765

$22,473,363

$20,226,026

$2,247,336

Total Departmental Spending
Baseline Deficit

$3,031,709

Moreover, even if the Township determines that across-the-board budget cuts are necessary first steps in
addressing its budget challenges, departments cannot practically achieve those savings targets by cutting
its operating spending alone. Using the Police Department as an example, 95 percent of its budget is related
to personnel and less than $500,000 of its $9.8 million projected spending is related to operating costs. So
the only way the Police Department would achieve its 10 percent savings target would be through
headcount reduction or other workforce savings, such as reduced wage increases.
The limitation of across-the-board departmental cuts is the reason why program prioritization is one of the
key strategies in this Five-Year Plan.
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From Mission to Measurement: Program Prioritization

Mission

It is the mission of the Township of Cheltenham to provide outstanding municipal governance and
services that meet the needs of our residents and businesses in a cost-effective and professional
manner. It is the Township’s vision to celebrate our vibrant, diverse, and historic community, to enhance
and maintain quality of life, and to achieve economic and environmental sustainability by promoting
actions and opportunities consistent with good stewardship of our natural and financial resources.

Obstacle




Recurring expenditures growing at a faster rate than recurring revenues
Lack of money in budget for strategic investments

Goals




Reduce operating expenditures to maintain fiscal balance
Create room for pay-as-you-go capital projects and other strategic investments







Levy a dedicated library tax
Consider alternative options for facilities not used for core Township operations
Improve cost recovery for the Township’s recreational facilities and concentrate its limited
resources on improving and maintaining fewer facilities
Conduct cost benefit analyses for all non-mandatory services/projects, and consider exiting some
services and redirecting funds to priority areas
Prepare and review a fiscal note before all major policy decisions

Measures






Amount spent on maintaining Township facilities currently not used to deliver core services
Cost recovery rate for Township’s recreational facilities
Savings relative to baseline projection
Number of fiscal notes prepared; total cost/savings amount of new policy decisions

Savings target



$1.8 million in 2021; growing to $2.1 million in 2025

Strategies


Initiatives
Pennsylvania local governments allocate most of their operating budgets to services that are required by
Pennsylvania law. For example, as a first class township, Cheltenham Township government must provide
services including those that maintain and promote public safety and cleanliness.
Other services may not be statutorily required, but are necessary to maintain for any large organization.
For example, any organization the size of Cheltenham Township government will have to maintain its
facilities, have a human resources department that performs benefits administration and hiring functions,
and a finance department that develops the budget and keeps track of actual revenues and expenditures.
Where applicable, this report provides recommendations to help the Township deliver its mandatory
services and administrative services more effectively. Many of those initiatives are addressed in the
Process Efficiency chapter.
There is a third type of service that Cheltenham Township government currently provides, which are
discretionary services. These are amenities that the Township is not required to deliver under the first class
township code or to maintain an effective organization, and could be potentially eliminated or funded by
alternative sources other than the General Fund revenues. This chapter focuses on the following four nonmandatory services as an illustration of how Township government should rethink its resource allocation to
focus on core supports and achieve sustainable finances:


Annual contribution to the Cheltenham Library System;



Maintenance and ownership of buildings not used for core services;



Large array of parks and recreational facilities; and



Streetscape and trail improvements and other discretionary capital investments.
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Initiatives
PP01

Levy a dedicated library tax

Goal(s)

Prioritize resources; control expenditure growth

Responsible parties

Commissioners; Township Manager; Library Board

Fiscal Impact

$1.8 million in 2021; growing to $1.9 million in 2025

From 2013 to 2018, the Township’s contribution to the library increased from $1.5 million to $1.7 million,
representing an average annual increase of 2.5 percent. The corresponding tax levy increased from 0.8
mill to 0.9 mill.
Library Contribution and Tax Levy, 2013 - 2018

Library contribution
Library tax levy

2013

2014

2015

2016

2017

2018

CAGR

$1,499,886

$1,499,886

$1,548,000

$1,548,000

$1,623,000

$1,693,000

2.5%

0.8009

0.8032

0.8267

0.8317

0.8637

0.8979

2.3%

Even though the Township does not have a statutory requirement to increase funding every year,
Cheltenham’s Library system struggles with the same budget challenge as Township government, where
recurring expenditures increase every year as a result of personnel and operating cost growth. Because
over 85 percent of the library’s revenues come from the Township, the revenue available to Cheltenham’s
library system is largely dependent upon the level of contribution the Township is willing and able to make
in any given year. Therefore, under the current funding approach the library contribution becomes one of
the many competing demands Township leaders have to manage given limited resources. It also drains
resources away from the Township’s core services.
Cheltenham Library System 2019 Budget
2019 Budget

% of Total

$1,713,000

85.1%

State Aid

$122,913

6.1%

Other

$176,800

8.8%

Total

$2,012,713

100%

Township contribution

The above summary of the Library system’s operating budget does not include the need for capital
improvements at all of the buildings. The Library system is clearly a beloved institution with strong
community support. Residents and interest groups that support the library system appear to value it enough
to pay more in taxes to support it. Doing so would mean that the control over the tax levy used to fund the
library would shift from Township government to the Library Board, but it would allow Township leaders to
focus on the resource allocation decisions for Cheltenham’s core services. In order to levy a dedicated
library tax, the Township will have to put a referendum on the ballot. The Borough of Hatboro in Montgomery
County passed a referendum in May 2019 to levy a dedicated library tax to operate and maintain its library
building. The following table lists selected Pennsylvania municipalities that passed a library tax referendum
in recent years.
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Selected Pennsylvania Municipalities Having Recently Passed a Library Referendum
Municipality

County

Library Referendum
(Election Date)
June 202051

Upper Nazareth Township

Northampton County

Lower Macungie Township

Lehigh County

Borough of Hatboro

Montgomery County

Oley Township

Berks County

November 2018

New Garden Township

Chester County

November 2017

City of Jeanette

Westmoreland County

November 2016

November 2019
May 2019

Levying a dedicated library tax does not automatically mean that the Township will recover the full costs of
funding the library. From 2015 to 2019, in addition to the annual $1.5 million to $1.7 million allocation to the
library, Cheltenham Township also invested $644,000 on capital projects in the library buildings that are
funded by the General Obligation bonds. To truly recover the full costs of funding the library, the Township
could follow the library tax model in the Borough of Hatboro and include the cost of building and facility
maintenance and improvements in its tax levy. While doing so may require the Township to transfer the
property ownership to the Library, as discussed in the next initiative, the limitations imposed by an
independent library system would also bring new focus to the long-standing community discussion of the
appropriate number and configuration of libraries.
Process and Next Steps
Pennsylvania’s library code allows a tax referendum to appear on the ballot through one of two ways.
Municipal officers may submit to the qualified voters the question of the library tax at any time, or residents
can petition to the municipal officers to submit the question of the library tax as long as they have qualified
signatures equivalent to 3 percent of the votes cast in the last general or municipal election.52
To put the referendum on the November 2020 election ballot, Township commissioners will have to adopt
an ordinance to put a library tax to referendum and submit that question at least 60 days before the election,
or by September 3, 2020. The ordinance will need to include the question put in front of the voters, including
the library millage rate. For example, if Cheltenham is looking to levy a 0.95-mill library tax, this would be
the question presented to voters:
“Shall Cheltenham Township establish a special library tax to provide for the operation and
maintenance of Cheltenham Library System at the rate of 0.95 mills on the dollar of assessed value
on all taxable real estate within Cheltenham Township?"
Once approved, the tax could only be removed by another vote.
Fiscal Impact
This initiative assumes that the Township would put the referendum on the November 2020 ballot and, with
voters’ approval, levy a dedicated library tax beginning in 2021. Based on a total taxable assessed value
of $1.868 million, the library would need to levy a 0.95-mill dedicated tax to generate the same amount of
revenues it received from the Township in 2020 ($1.7 million).
Note that this initiative does not assume a corresponding decrease in the Township’s real estate tax rate.
The Township’s baseline projects a $3.0 million deficit in 2021, so one option is to use the shift to a
51

The election was pushed from May 18, 2020 to June 2, 2020 due to the COVID-19 pandemic.
Pennsylvania Consolidated Statues, Title 24, Chapter 93. Pennsylvania’s Library Code can also be accessed here:
https://www.legis.state.pa.us/cfdocs/legis/LI/consCheck.cfm?txtType=HTM&ttl=24&div=0&chpt=93
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dedicated library tax to close approximately half of the projected budget gap 2021 and use other initiatives
in this Plan to close the remaining deficit. Please refer to initiative TO02 in the Tax Options chapter for ways
to close the budget gap in 2021.
PP02

Explore alternatives for Township facilities currently not used to deliver
core municipal services

Goal(s)

Prioritize resources; control expenditure growth

Responsible parties

Commissioners; Township Manager

Fiscal Impact

TBD

Cheltenham Township owns 16 facilities, including departmental headquarters, community centers,
libraries, and pools. While many facilities are used to deliver Township services, some are rented to thirdparties or used by non-profits. In 2020, the Township budgeted $380,000 in the Township Building division
of Public Works, which includes three full-time staff responsible for maintaining most of the Township
buildings. In addition to the annual maintenance, janitorial, and utility costs of operating these buildings,
from 2015 to 2019 the Township also invested $2.6 million in General Obligation bonds for capital
improvement projects in these facilities. About half of the capital spending was at Curtis Hall.
Township-Owned Buildings and Facilities
Facility

Department/Use

Used to Deliver
Township
Services?

2015 to 2019
Capital Spending

Yes

$66,784

Township Administration Building

Township Administrative Offices

Annex Building

Tax Office, Meeting Space

No

$40,926

Azalea Hall

EMS Building

Yes

$42,530

Police Administration Building

Police

Yes

$64,377

Public Services Buildings

Public Works Facility, Emergency Management

Yes

N/A

Elkins Park Library

Library

Yes

$270,765

Glenside Library

Library

Yes

N/A

Rowland Community Center

Community Center, library, outdoor recreation

Yes

$284,584

La Mott Community Center

Community Center, library, outdoor recreation

Yes

$88,884

Glenside Hall

Meeting/event space, storage/underutilized space

No

$121,433

Curtis Hall

Meeting/event space

Yes/No

$1,252,870

Cheltenham Arts Center

Arts Center

No

N/A

Wall House

House museum / meeting space

No

$27,905

Shovel Shop

Rental office

No

$23,013

Glenside Pool

Public Pool

Yes

$177,805

Conklin Pool

Public Pool

Yes

$138,951

Many of the Township-owned facilities are old and in need of significant repairs. While departments have
made day-to-day workaround to address general problems of deterioration and to accommodate new
missions, over the next decade the Township must develop and execute a master plan to provide updated
facilities for all of its core services. Creating budget capacity to fund these needed capital improvements is
a key goal of this Plan.
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In order to live within operating and capital budget constraints, the Township will need to reduce its overall
facility inventory. Therefore, while maintaining and eventually rehabilitating or upgrading the township
building, the police station, the EMS building, and the public works complex, Cheltenham must find an
alternative option for facilities that are not critical to delivering core municipal services.


Arts Center and Wall House Museum – both of these buildings are currently used by non-profits.
The Arts Center provides art classes to residents and the Wall House is a museum operated by
the Cheltenham Township Historical Commission that is open for three hours (from 1pm to 4pm)
on the fourth Sunday of each month.



Shovel Shop and Annex Building – both the Shovel Shop and the Annex Building are currently
vacant and can be used as rental space if tenants are available. The Township considered moving
the tax office from the Administrative Building to the Annex Building, but doing so would mean
incurring additional utility costs.



Elkins Park and Glenside Libraries – Cheltenham has four library branches (Elkins Park,
Glenside, East Cheltenham, and La Mott). While the East Cheltenham and La Mott Libraries are
housed in the same building as the Township’s community centers, Elkins Park and Glenside
libraries are both stand-alone library buildings.



Glenside Hall – Glenside Hall is used for special events but is a less popular rental space than
Curtis Hall, in part because the structure is less expansive and has limited parking. Over the last
several years Glenside Hall operated at a deficit. The Township generated average annual rental
income of $16,000, but invested $121,000 in capital dollars to maintain Glenside Hall from 2015 to
2019, as well as annual operating costs for utilities and janitorial services.



Curtis Hall – the Township currently uses the Curtis Hall for Commissioners meetings and partners
with a catering company to provide the venue as a special event space. This facility is also
operating at a financial loss. The Township generated an average of $45,000 annually from renting
the facility, but spent a total of $1.3 million on capital projects from 2015 to 2019. The 2020 budget
anticipates another $767,000 in capital investment over the next two years.

The financial losses at these facilities mean that the Township had to use General Fund revenues to
subsidize their operation and maintenance. Cheltenham’s financial challenges are severe enough that it
must consider finding alternative options for these buildings so that it does not have to continue investing
in their upkeep without a way to effectively operate them.
Finding alternatives to maintain and operate Township facilities can be difficult, of course. There may not
be a market for selling or leasing the properties, they support services valued by some Township residents,
and in some cases they have historic or sentimental value. Even if there is market demand, the Township
may want to maintain some control over the use of certain properties. The Annex building, for example is
located on the grounds of the Township building, so selling that facility may have an impact on the amount
of parking available to Township employees and visitors, and traffic related to Police and EMS may make
it undesirable to share the vehicle parking areas.
Despite these challenges, it is important for the Township to pursue alternative options for these facilities.
The following are a few potential options that the Township could consider:


Transfer property ownership – Cheltenham’s long-term goal should be to transfer properties not
used for core municipal services to other entities so that it eliminates any maintenance and capital
costs. The Township should therefore work with Cheltenham Center for the Arts and find a way to
transfer the ownership of the building to the non-profit that already operates out of the facility. The
same is true for the Elkins Park and Glenside Library buildings. If the Township moves forward with
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levying a dedicated library tax,53 then the next step is to transfer the ownership of the two library
buildings to the Library so that capital costs and maintenance can be funded using the library tax.
If the Township is unable to transfer the ownership of the library buildings, then it should bring the
operating and capital costs in line with the library levy.


Sell or lease the property – In our interviews with Township leaders, they expressed concern that
there is not a market for these facilities. Given that the Shovel Shop and Glenside Hall are both
used solely as rentals, Township government should work with the business community and aim
to market those facilities. This will likely take some time and may result in some unconventional or
creative uses. The ultimate goal is not necessarily to generate large one-time sale proceeds, but
rather to shift the maintenance responsibility to another entity that has the capacity and interest in
operating the buildings.



Repurpose the property – As mentioned previously, the Annex building is located on the grounds
of the Townships building and has been vacant. Instead of maintaining the building and incurring
annual operating and utility costs, Cheltenham may want to repurpose it and use that space for
employee and visitor parking, storage, or even a new home for EMS vehicles (which are too large
for their current spaces).



Partner with a third-party entity – Finally, Cheltenham may be able to partner with non-profits
with an expertise in maintaining and restoring historical buildings. Nonprofits that specialize in
maintaining and operating historical facilities are also often more attuned to the availability of grant
monies through the state and federal government and private philanthropy.
Potential Alternative Options for Selected Township Facilities
Facility

Potential Alternate Option(s)

Elkins Park and Glenside library buildings

Transfer to the library (or bring the operating and capital
costs in line with the library levy)

Cheltenham Center for the Arts

Transfer to the non-profit operating out the building

Glenside Hall

Sell or lease it by working with the business community

Shovel Shop

Sell or lease it by working with the business community

Annex building

Repurpose as parking, storage or a new home for EMS
vehicles (if EMS continues to be an in-house function)54

Wall House Museum

Partner with a third-party entity

Once the Township hires an Economic Development Director,55 it should task the Director to develop a plan
for implementing this initiative. The Economic Development Director will be working closely with the
business community and should lead the selling or leasing of the facilities.
PP03

Alternatives for maintaining and delivering recreational services

Goal(s)

Prioritize resources; control expenditure growth; Improve cost recovery

Responsible parties

Commissioners; Township Manager; Department of Parks and Recreation

Fiscal Impact

$22,000 in 2021; growing to $122,000 in 2025

53

Please see initiative PP01 in this chapter for more details.
Please see initiative PE01 for alternative service delivery models for EMS.
55
Please refer to initiative SI01 in the Strategic Investments chapter.
54
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Cheltenham currently maintains 12 major parks, several public trails, two swimming pools, and four library
buildings (two of which also operate as community centers). The 2020 budget allocated $1.7 million to the
Parks and Recreation Department for delivering recreation programs. The 2020 budget allocates another
$380,000 for the Buildings division of Public Works for maintaining all Township facilities, including parks
and recreation buildings. These figures do not include employees’ health benefits and pension costs
because they are budgeted centrally and are not allocated to individual departments’ budgets.
In addition to running the Township’s recreation programs and maintaining the facilities, the Township
invested $1.5 million in capital improvements at its recreational facilities from 2015 to 2019 as summarized
below.
Capital Investments on Recreation Facilities, 2015 - 2019
2015

2016

2017

2018

2019

Total

Parks

85,004

122,639

228,232

29,987

120,939

586,802

Pools

17,933

112,302

94,874

29,572

62,156

316,837

Libraries & Community Centers

257,531

157,250

33,127

39,977

156,348

644,234

Total Parks and Recreation

$360,468

$392,191

$356,233

$99,536

$339,443

$1,547,872

Our interview with the Department Director indicates that many recreational facilities, especially the two
public swimming pools, are very old and in need of repairs. While there have been discussions about
replacing the Township’s pools with one, multi-unit recreational complex, until now the Township has not
been able to afford a large, one-time investment and so has continued to maintain the existing facilities.
The park and recreation system currently generates a little over $500,000 in annual revenues. Even without
including the cost of employee benefits and capital repairs, the $500,000 in revenues translates to a cost
recovery rate of only 25 percent. There is also a risk that cost recovery will continue to drop given the
declining revenue trends in the last five years.
Recreation Fee Revenues, 2013 - 2018
2013

2014

2015

2016

2017

2018

CAGR

Conklin Pool

162,481

154,639

140,882

147,539

146,762

149,467

-1.7%

Glenside Pool

106,960

102,532

109,003

104,728

94,708

114,310

1.3%

Parks and Community Centers

285,994

269,813

292,092

274,816

278,848

245,151

-3.0%

Total fee revenues

$555,435

$526,984

$541,977

$527,083

$520,318

$508,928

-1.7%

We recommend a three-pronged approach to address the need to fund recreational programs and facilities:


Improve cost recovery: As discussed in more detail in the Revenue chapter, Cheltenham should
continue to increase the membership fees at the pools and the community centers to improve cost
recovery. But whatever fee level the Township chooses, it will likely not fully recover the costs of
operating and maintaining these recreation facilities given that the current cost recovery rate is less
than 25 percent once capital costs and employee benefits are taken into account. Full-cost
recovery for many activities may also not be desirable due to the importance of making sure that
all Township residents have access to these amenities.



Concentrate limited resources: Department staff should provide input on whether it would be
better to concentrate limited resources on improving and maintaining fewer facilities. The Parks
and Recreation Department Director noted that many of the properties and facilities need
improvements, which is also true of other facilities and infrastructure outside the Township’s
recreation and parks system. The Township is not in a situation where it can continuously issue
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debt for large capital improvement projects. The past practice of using borrowed money and
spreading it across multiple large recreational facilities is not a financially viable option for
Cheltenham Township government.


Close the remaining gap: Once the Township has worked through the first two options, it should
determine the amount of the remaining funding gap and pursue other less desirable options to
close that gap, such as closing one of the two pools or implementing a dedicated tax for parks and
recreation. Similar to how we approach the funding question for the library, if residents or interest
groups advocate in favor of the parks and recreation system as they stand now, they should also
consider whether they personally value it enough to pay more in taxes to support it. Another
alternative may be entering into more formal agreements with Parks Friends groups to adopt
portions of those facilities to provide some regular monitoring, cleaning, and even programming.

In the long term, Cheltenham should explore alternative models to provide recreation opportunities for its
residents. It is not uncommon among Pennsylvania municipalities to partner with a non-profit agency to
deliver recreational services. Some municipalities do not maintain any recreational staff but instead pay an
annual flat amount to a Recreation Commission (typically a 501(c)3 entity) that is solely responsible for
developing programs for children, youth, and adults. In some cases the Commission might span several
jurisdictions.
Fiscal Impact
This initiative assumes that the Township will increase its cost recovery rate and increase its recreation
revenues from the current $500,000 to $650,000 over the next five years, an average annual increase of
around five percent. If the Township is unable to reach that goal through cost recovery, then it would have
to consider concentrating its limited resources on improving and maintaining fewer facilities and/or finding
a dedicated revenue source to pay for it.
PP04

Conduct a cost-benefit analysis for any non-mandatory service or project

Goal(s)

Prioritize resources; control expenditure growth

Responsible parties

Commissioners; Township Manager

Fiscal Impact

TBD

Over the last several years, Cheltenham has made significant capital investments to improve its streetscape
and trails.
Tookany Creek Trail
To develop a formal linear trail to link several Township parks together and to provide an alternate route of
transportation, the Township commissioned the Tookany Creek Trail Master Plan. The total cost of the
project is estimated to be $1.2 million, of which Cheltenham Township has to contribute $122,000, or nine
percent of the project cost.
Tookany Creek Trail Project Cost and Funding Sources
Funding Sources
Estimated Project Cost
TAP Grant
Regional Trails Grant
DCNR Grant
Total Grants
Township Contribution
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Amount
$1,365,000
$693,000
$400,000
$150,000
$1,243,000
$122,000

% of Total
100.0%
50.8%
29.3%
11.0%
91.1%
8.9%
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Elkins Park West Streetscape Project
In 2019, Cheltenham Township began the Elkins Park West streetscape project, which is a collection of
projects aimed to improve traffic patterns and pedestrian amenities. The total cost of the project56 is
estimated to be $2.2 million, of which Cheltenham Township has to contribute $579,000, or 21 percent of
the project cost.
Elkins Park West Streetscape Project Cost and Funding Sources
Funding Sources
Total Project Cost
Construction Phase I
Design Services
Construction Inspection
Construction Advisory Services
Other costs funded by the multimodal grant
Total Grants
Total Township Contribution for TAP Project

Amount
$2,777,985
$1,998,773
$113,500
$122,150
$13,678
$529,884
$2,198,773
$579,212

% of Total
100.0%
72.0%
4.1%
4.4%
0.5%
19.1%
79.1%
20.9%

Even though the Township was successful in securing multiple grants to pay for the majority of both
projects, the portion of the costs which Cheltenham had to match was still significant. To provide a sense
of magnitude, the match contribution for the Elkins Park West streetscape project was equivalent to the
Township’s annual waste disposal fees for its 15,000 housing units.
Beyond the project cost, these projects may also result in additional responsibilities for the Public Works
Department. Once the Tookany Creek trail is completed, Public Works will be responsible for the cleaning
and maintenance of the portion of trail within Cheltenham, which either means that existing staff will have
to spread the same resources over more work, or the Township will have to find new resources to maintain
the trail.
It is difficult for community leaders to reject investments such as these that aim to make Cheltenham more
attractive for current and potential residents, especially since such large projects are usually funded in part
by grants. But as program and service opportunities come up, Township leaders will need to make hard
prioritization decisions over and over again to ensure that Cheltenham remains fiscally stable. That is why
this portion of the plan provides some guiding principles on how Township leaders should approach
evaluating services or projects which are not crucial to the delivery of core municipal services, but are
desirable quality-of-life amenities.
Guiding Principles in Evaluating Non-mandatory Services
The underlying question in reviewing any non-mandatory service is not whether it is valuable, but whether
it is valuable enough to support instead of funding something else. Township officials have that discussion
within the context of the annual budget, and residents have it within the context of their own personal
finances.
The question of program prioritization can be difficult to answer. On the one hand, quality-of-life amenities
and services are important for attracting new residents and improving community engagement. On the other
hand, Cheltenham’s financial challenges are large enough that it needs to be selective in the type of
services it provides. So the key question in evaluating non-mandatory services is: what is the full cost of
providing the service now and in the future and how does that compare to the benefit of doing so?

56

The table shows project costs without a left turn lane. Because the multimodal transportation fund has been redirected to cover
cost overruns in the Phase I project, an additional left turn lane may result in higher contributions from the Township.
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While the first half of this cost-benefit analysis seems to be a simple costing exercise, the Township needs
to bear in mind indirect and capital costs. Using the library as an example, the cost is not only the annual
contribution but also any debt service related to capital improvement projects at the libraries. For capital
investments in Township parks and trails, the cost is not just the capital cost of those projects but also the
cost of deferred maintenance at other Township buildings when resources are prioritized to maintain parks
and trails. In cases where employee benefits are budgeted separately, care needs to be taken to include
those often substantial costs. New projects also frequently include items that are included in the initial
capital costs at construction, but must be replaced periodically using operating funds. So a trail, for example,
might incur periodic costs for repaving, re-mulching, bench replacement, and other expenditures that will
not show up in operating costs until the second, third, fourth or even fifth year.
The second half of the cost-benefit analysis can be harder to quantify because the beneficial impact of any
service is often more extensive than just financial gains. But quantifying the primary, direct financial benefit
to Township government is still a useful exercise because it provides Township leaders a tangible way to
measure return on investment. If the goal of providing recreational amenities is to attract and retain
residents, then the Township should have an understanding of how population changes impact its tax base
and by how much, as well as a means for determining how the new amenity will affect base population. If
the goal of maintaining rental facilities is to reduce blight, then the Township should calculate the costs
avoided from a code enforcement and public safety perspective, and perhaps the impact on property
values.
Two Goals for the Cost-Benefit Analysis
The exercise of conducting this cost-benefit analysis has two primary goals. First, it is to help Township
leaders develop a data-driven approach to evaluating investments. During our interviews with department
heads, there was a sense of frustration that decisions are often made with either a focus on cost (increasing
vehicle replacement cycle) or a focus on benefit (building new recreation amenities), but rarely a focus on
both. By developing estimates on both sides of the equation – costs and benefits – and measuring actual
progress against those goals, Township leaders can have a more quantifiable way to measure return on
investments.
The second goal is to have a better understanding of how investments impact the Township’s overall
financial picture. From a purely financial standpoint, local governments make capital investments to reduce
future costs or increase future revenues. Capital investments in vehicles are important because the cost of
vehicle repairs often exceed the cost of purchasing a new vehicle once the vehicle exceeds its useful life.
Economic development investments are important because they make Cheltenham a more attractive place
to live, work, and play, which in turn maintains and grows the Township's tax base.
The actual beneficial impact of these investments often extend beyond the purely financial goals and often
improve service reliability and neighborhood attractiveness, but the financial realities are just as important.
Unless Cheltenham can bring its financial house in order, it will continue to struggle moving forward. It will
also eventually fall further behind as borrowing costs rise, infrastructure deteriorates, services erode, and
employee morale suffers. By prioritizing its programs and services and focusing on delivering quality core
services to its business and residents in a fiscally responsible way, Cheltenham can capitalize on the
community’s efforts to attract and retain residents businesses. Over time, it will also have the resources to
be constructive leading partners in the community’s broader efforts to tackle challenges related to housing,
neighborhood safety and cleanliness, and economic development.
Cheltenham’s economic vibrancy as a community and the financial performance of its local government
are therefore connected to each other. In order for the Township to thrive, its financial outlook should show
that it is capable of providing core municipal services while bolstering its ability to sustain Cheltenham as a
great place to work, live, and play.
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PP05

Use the fiscal impact checklist for any major policy decision

Goal(s)

Prioritize resources; control expenditure growth

Responsible parties

Commissioners; Township Manager; Accounting Department

Fiscal Impact

TBD

The same cost-benefit exercise as described in initiative PP04 should be applied to other major policy
decisions so that Township leaders can gauge how policy decisions affect the Township’s overall financial
picture. The following checklist shows the three key questions Township leaders should answer when
proceeding with any projects or policy decisions.
Fiscal Impact Checklist
1. What is the net fiscal impact on the General Fund over a five-year period? (Note: if the project is
funded using bond proceeds, the fiscal impact should include any projected increase in debt
service.)
2. If the project results in net revenues or savings, what portion of the budget gap is it filling through
this initiative? Will the benefits accrue to the bottom line (annual financial result, fund balance), or
does the Township intend to redirect the benefit to other areas?
3. If the project results in net costs, how much does it increase the projected deficits by and what is
the plan for addressing the increased deficits?

Using the Fiscal Impact Checklist to Guide Future Decisions
Township leaders should establish this fiscal impact checklist as a part of its policy making process and
require a formal plan to address questions related to funding sources for all projects that are brought before
the Commissioners for approval. As an example, the Township should use this checklist to guide the
discussions on whether Cheltenham should replace its vehicles with more environmental-friendly options,
such as hybrid vehicles, as part of the Ready for 100 movement.
The Township should consider not only how the cost of purchasing hybrid vehicles compares to gasoline
vehicles, but also how the initiative would impact the recurring cost of maintenance and repairs. Currently
the Township maintains most of its vehicles in-house in the Public Works garage. As part of its evaluation,
the Township needs to better understand how maintenance and repairs would be completed if it were to
switch to hybrid and/or electric cars. It also has to understand whether Cheltenham would have to use more
contracted repairs than it currently does and what the fiscal impact of that operational change would be.
Although not purely financial, the review should also consider whether using outside repairs would take
vehicles out of service more frequently.
If Township leaders conclude that the benefits of developing an energy transition plan outweighs the
additional costs, then it needs to develop a formal plan that addresses the funding source(s) before
committing to any policy decision. Ultimately, Cheltenham leaders need to know whether the initiative would
affect the Township’s overall finances and chart a plan to address any funding shortfall.
Using the Fiscal Impact Checklist to Evaluate Existing Services
This checklist should also guide the Township in evaluating its existing services. Initiative PE02 of the
Process Efficiency chapter discussed the Township’s options in providing EMS services. Cheltenham can
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choose to maintain the service in-house, but doing so would require the Township to increase cost recovery
and make meaningful investments in its infrastructure so that it can run a professional, high-quality EMS
operation. Alternatively, it can contract out the Township’s EMS function. However, doing so would mean
eliminating the community service work that the Township’s EMS Department currently does, including
attending block parties and other community-based events, and would likely mean somewhat different
service levels due to lack of direct control.
The Township should work through the evaluation of that initiative – as well as any existing services -- using
this fiscal impact checklist to better understand the cost-benefit of providing services under a status quo
scenario versus an alternative service delivery model.

Conclusion
This chapter lays out ways Cheltenham should prioritize its resources so that it can focus on the services
and infrastructure that advance the Township’s core mission. It also provides guiding principles on how
Cheltenham should evaluate non-mandatory services so that, as program and service opportunities come
up in the future, Township leaders have the tools they need to make the necessary prioritization decisions.
Finally, it provides a framework for ways to evaluate the short- and long-term costs and impact on financial
stability of policy decisions brought before the Commissioners.
Working through these recommendations can be difficult and emotional for Township leaders and
community stakeholders. But Cheltenham is at a point where this process is necessary for the Township’s
long-term fiscal sustainability. Even if the Township pursues all the recommendations outlined in the
previous three chapters,57 it will still have a $2.4 million deficit in 2021 that grows to $3.1 million in 2025.
Cheltenham Township government is now at a crossroads where program prioritization is necessary for its
long-term financial health. We encourage Township leaders to work together and help align Township
services to its mission and priorities.

57

Revenue Enhancement, Workforce Strategies, and Process Efficiency.
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Tax Options
This Five-Year Financial Plan begins with a Financial Condition Assessment and a baseline projection
showing the Township’s General Fund revenues and expenditures on a carry-forward basis. Absent
corrective actions, the baseline projection shows annual deficits growing from $0.5 million in the 2020 to
$7.3 million by 2025. Even with the deposit of $2.0 million in sewer proceeds to the General Fund, the
Township will exhaust its fund balance by 2022.
Baseline Projection 2020 - 2025
$7.2
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2024 Proj.

2025 Proj.

Ending Fund Balance

Cheltenham Township government needs a well-rounded strategy to address its budget shortfalls, which is
why the previous chapters provide ideas to help the Township enhance its non-tax revenues, grow the tax
base, control personnel cost growth through labor negotiations, gain operational efficiencies, and prioritize
resources so that Township government concentrates its limited resources on core municipal services.
Where possible, we provide savings or revenue estimates for the recommended initiatives, but there is also
the likelihood that Cheltenham will generate more or less savings than projected. For example, for the
recommendation to explore alternatives for maintaining and delivering recreational services (initiative
PP03), the savings estimates assume that the Township would be able to increase the cost recovery rate
from 25 percent to 35 percent through fee increases. If Township government opts to close one of the
recreation centers and/or partner with a non-profit entity to deliver recreational services, it may generate
more savings than projected. But if the Township is unable to generate enough revenues or savings to
close the gap through the initiatives we have recommended so far, or it wishes to prioritize low-cost
recreation options for its citizens over other services, it will need to explore tax options to close the
remaining projected deficits. The estimates in this Plan indicate that some level of tax increase will be
necessary to achieve long-term balance, as shown in the chart below.
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Why Tax Increases?
One of this Five-Year Plan’s objectives is to strengthen Cheltenham’s ability to retain existing residents and
businesses and attract new ones. A tax increase that draws more money from residents and businesses
and makes it more costly to locate in Cheltenham seems antithetical to that goal.
If the Township only increases the tax rate and takes no other action, Cheltenham will not become more
economically competitive. It will also eventually struggle to balance its budget again since expenditures are
growing faster than revenues absent corrective action.
For these reasons, tax increases are not the only tool that the Township can use to balance its budget and
should not be the first that it considers. This Plan has multiple initiatives focused on increasing non-tax
revenues and reducing (or controlling the growth of) expenditures. An effective strategy will impact both
sides of the balance sheet.
If the impact of the recommended initiatives is more than projected here, then the Township could consider
lower levels of tax increase. But Cheltenham likely cannot take the option of a tax increase off the table if it
wishes to advance the other goals described in this Plan.
Some may argue in favor of a different mix of corrective actions than this Plan recommends – that
Cheltenham should lean more heavily on expenditure reductions to balance the budget and less on tax
increases. This can be a legitimate strategy, provided that it is accompanied by specific recommendations
for the types and levels of cuts that should be enacted.
The one approach that is not sustainable is to use the Township’s reserves to balance the budget without
a multi-year strategy. A government that does not take steps to bring its financial house in order will not just
struggle to move forward, it will also eventually fall further behind as services continue to erode and
infrastructure further deteriorates. In some cases the community ultimately has to make more extreme
versions of the same hard decisions they tried to avoid – including higher tax increases or deeper cuts –
than if they had taken action earlier.
It is also important to remember that the need to explore tax options is not solely because of the need to
maintain fiscal balance. The next chapter provides ideas for strategic investments that Cheltenham needs
to make in order to grow its tax base, reduce the projected deficits in the out-years, and invest in its
infrastructure. Unless it creates room in the budget to make those strategic investments, Township
government will continue to struggle to maintain fiscal balance every year. The goal of this Five-Year Plan,
therefore, is not only to improve Cheltenham’s financial position. It is to strengthen the Township’s financial
position so that it can make the investments it needs to make so that it can continue to deliver quality
services.
Cheltenham’s Tax Options
Historically, whenever Township government needed to close a budget gap, it turned to the real estate tax
because it is the only revenue that Township government controls and is large enough to generate enough
funding to eliminate a budget deficit. From 2013 to 2020, Cheltenham Township government increased its
real estate tax from 7.14 mills to 9.57 mills, an annual average growth of 4.3 percent. With the rising cost
of providing services and a flat tax base, increasing the real estate tax was the only substantial short-term
option available.
Moving forward, another tax revenue option Cheltenham should consider is the earned income tax (EIT).
Our preliminary review of the Township’s charter is a referendum would be needed to gain the flexibility to
increase the EIT beyond the current 0.5 percent, but doing so will allow the Township to essentially gain a
second “revenue lever.” Because the Township is already heavily dependent upon its real estate tax, having
the flexibility to increase its EIT will allow the Township to diversify its revenues and generate revenues
from a tax source that has historically had a healthy growth.
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The rest of this chapter provides information on the two main options for the Township to close the
remaining budget gap, which might be applied separately or in concert.
From Mission to Measurement: Tax Options

Mission

It is the mission of the Township of Cheltenham to provide outstanding municipal governance
and services that meet the needs of our residents and businesses in a cost-effective and
professional manner. It is the Township’s vision to celebrate our vibrant, diverse, and historic
community, to enhance and maintain quality of life, and to achieve economic and environmental
sustainability by promoting actions and opportunities consistent with good stewardship of our
natural and financial resources.

Obstacle




Recurring expenditures growing at a faster rate than recurring revenues
Lack of money in budget for strategic investments

Goals




Generate additional revenues to maintain fiscal balance
Create room for pay-as-you-go capital projects and other strategic investments

Strategies




Gain the flexibility to set the EIT rate
Chart a path to close the budget gap

Measures



Revenues relative to baseline projection

Savings target



$0.9 million in 2022; growing to $2.3 million in 2025

Initiatives
TO01

Gain the flexibility to set the EIT rate

Goal(s)

Revenue enhancement

Responsible parties

Commissioners; Township Manager; Accounting Department

Fiscal Impact

TBD

Cheltenham levies a 1.0 percent earned income tax (EIT) on its residents, of which 0.5 percent goes to the
Township and the remaining 0.5 percent goes to the School District. Because the earned income tax is
based on residency, not the place of employment, employees who work in Cheltenham but do not live in
Cheltenham do not pay EIT to the Township. Like all Philadelphia suburbs, Cheltenham residents who work
in Philadelphia do not pay the EIT to the Township due to the tax credit provided by the Sterling Act.57
Most communities in Montgomery County levy a total of 1.0 percent resident EIT that is split between the
municipality and school district like Cheltenham does. But there are a few exceptions, as listed below.

57

The social restrictions in place as a result of the COVID-19 pandemic means that many commuters who used to pay the commuter
EIT to Philadelphia and did not pay any EIT to Cheltenham due to the Sterling Act tax credit is now working from their homes in
Cheltenham and are paying the 1.0 percent EIT to Cheltenham instead.
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2020 Montgomery County EIT Rates
2020 Muni
EIT Rate

Number of
Municipalities

No EIT

1

Jenkintown Borough (the full 1% EIT goes to the School District)

0.5%

49

The majority of Montgomery County municipalities, including Cheltenham

0.625%

1

Perkiomen Township

0.65%

1

New Hanover Township

0.75%

4

Franconia, Skippack, Upper Pottsgrove, and Whitemarsh Townships

1.0%

2

West Conshohocken and Bridgeport Boroughs (the full 1% EIT goes to the Boroughs)

>1.0%

1

Municipality of Norristown

Examples

There are some instances where a municipality can levy a resident EIT higher than 1.0 percent, such as
having a home rule charter that allows a higher tax rate (Norristown) or having a distressed pension fund
according to Pennsylvania law. Those exceptions do not apply to Cheltenham at this time.
For the six townships with an EIT exceeding 0.5 percent but lower than 1.0 percent, the higher EIT is due
to an Open Space resident EIT. Act 115 of 2013 provides municipalities the ability to impose an Open
Space EIT to pay for the cost of acquiring real property and/or develop and maintain open space and
agricultural lands. The use of funds have certain restrictions and the tax is subject to a referendum.
Whitemarsh Township, for example, enacted a 0.25 percent Open Space EIT in 2007 after voter approval.
The following table shows a summary of EIT options generally available to Pennsylvania municipalities.
Available EIT Taxing Authority
Authorizing law

Funding purpose

Tax base

Does Cheltenham
currently use this
taxing authority?

Act 511 of 1965

Fund daily operations in the General Fund

Residents’
earnings

Yes

Home Rule
charter

Fund daily operations in the General; only available
for municipalities with a home rule charter that gives
them the flexibility to set the EIT rate

Residents’
earnings

No

Act 115 of 2013

Fund spending related to maintaining open space
and agricultural lands

Residents’
earnings

No

Act 205 of 1984

Fund Township contribution to distressed employee
pension plans

Residents’ & nonresidents’ earnings

No

The Municipality of Norristown is a home rule municipality and its EIT rate is not subject to the maximum
threshold of 0.5 percent established by Act 511. Norristown currently levies a 2.1 percent EIT, of which 0.5
percent goes to the School District and the remaining 1.6 percent goes to the Municipality. The flexibility to
set its EIT rate provided by the Home Rule charter gave Norristown the ability to generate an additional
$6.5 million in revenues in 2019, equivalent to almost 20 percent of Norristown’s General Fund budget.
In addition to Norristown having the ability to increase its EIT rate above the maximum threshold of the 0.5
percent established by Act 511, there are a number of other Pennsylvania municipalities regionally with the
same flexibility, as summarized below.
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Selected Municipalities in the Region with a Higher Municipal Resident EIT Rate than 0.5 Percent
Municipality

County

Home Rule
Effective Date

2020 Municipal
Resident EIT Rate

2020 School
District EIT Rate

2020 Total
Resident EIT

Municipality of Norristown

Montgomery

1986

1.6%

0.5%

2.1%

West Chester Borough

Chester

1994

0.75%

0.5%

1.25%

Elk Township

Chester

1975

1.0%

0.5%

1.5%

Coatesville City

Chester

1980

2.0%

0.5%

2.5%

Whitehall Township

Lehigh

1976

1.0%

0.5%

1.5%

Allentown City

Lehigh

1997

1.475%

0.5%

1.975%

Based on our preliminary review, Cheltenham’s Home Rule charter does not provide the Township with the
same flexibility. Below is the relevant section from Cheltenham’s Home Rule charter:
“Other sources of taxation [other than real estate tax]. As to all other sources of taxation, the Board
shall be limited as to sources and rates by any applicable state statute which would govern the
Board in the absence of this Charter.”
-- § C1210 Financial limitations, Section A(2)
Our preliminary understanding of the Township charter is that the Board of Commissioners would have to
adhere to the applicable state statute for its EIT levy limit, which in this case would be the Local Tax
Enabling Act (Act 511). The Township should verify our preliminary understanding with its Solicitor.
Why is gaining the flexibility to set the EIT rate so important?
As described in the Financial Condition Assessment, the baseline assumes EIT revenues (budgeted at
$4.4 million this year) to grow by 2.0 percent annually as earnings and employment rises. If we apply that
growth rate to each year between 2021 and 2025, it yields the following additional EIT revenues at different
levels of tax increases.
Additional EIT revenues at Different Levels of Tax Increases (Relative to Baseline)
2021
If resident EIT was 0.5% (no change)

2022

2023

2024

2025

$0

$0

$0

$0

$0

If resident EIT was 0.6%

$898,000

$916,000

$934,000

$953,000

$972,000

If resident EIT was 0.7%

$1,796,000

$1,832,000

$1,868,000

$1,906,000

$1,944,000

If resident EIT was 0.8%

$2,694,000

$2,748,000

$2,802,000

$2,859,000

$2,916,000

If resident EIT was 0.9%

$3,592,000

$3,664,000

$3,736,000

$3,812,000

$3,888,000

If resident EIT was 1.0%

$4,490,000

$4,580,000

$4,670,000

$4,765,000

$4,860,000

The reason the EIT is an important “revenue lever” for Township government is because, whereas the
Township’s taxable assessed values have been slowly declining, its EIT tax base has been growing at an
annual rate of 2.3 percent. So $1 worth of resident EIT will likely be worth more than $1 worth of real estate
tax in the future. Generating revenues on a tax base that is growing instead of a tax base that has been
modestly eroding will help reduce the amount of tax increases needed in the future.
To illustrate this concept, the following table shows the real estate and earned income tax rates required to
generate $1.0 million in 2021 that grows by 2.0 percent annually to $1.1 million in 2025. Because the real
estate tax base (taxable assessed value) has been slowly declining at approximately 0.1 percent each year,

Cheltenham Five-Year Plan
Tax Options

95

in order for revenues to grow each year by 2.0 percent, Cheltenham would have to increase its real estate
tax rate by 2.1 percent each year, from 0.55 mills to 0.6 mills.
On the other hand, because the earned income tax base has been growing “naturally” at least 2.0 percent
annually, Cheltenham can keep the EIT rate flat while still achieving the 2.0 percent annual revenue growth.
Real Estate and Earned Income Tax Rates at Different Revenue Levels – For Illustration

Revenues generated
Real estate tax rate
EIT rate

2021

2022

2023

2024

2025

$1,000,000

$1,020,000

$1,040,400

$1,061,208

$1,082,432

Annual
Growth
2.0%

0.55

0.56

0.58

0.59

0.60

2.1%

0.11%

0.11%

0.11%

0.11%

0.11%

0.0%

From a purely financial perspective, the earned income tax is a better option because its tax base has been
growing at a rate that is slightly higher than inflationary growth, whereas the real estate tax base has been
slowly declining. But this should not be the only perspective the Township considers.
The following table highlights the major differences between the two taxes. We encourage Township
leaders to work through the pros and cons of the two types of taxes and chart a plan moving forward (see
the next initiative for details).
Key Differences between the Real Estate and the Earned Income Tax
Real Estate Tax

Earned Income Tax

Who is taxed?

Anyone who owns properties within the
geographical boundaries of Cheltenham
Township

Taxable income earned by Cheltenham
residents, regardless of the place of work

What is being taxed?

Assessed value of the property
(not the market value of the property)

Earned income is salaries, wages,
commissions, bonuses, incentive payments,
tips, fees, and other income

Who pays the tax?

Those who own properties in Cheltenham,
regardless of whether or not they are
Cheltenham residents

Cheltenham residents with taxable income

EIT Impact on Residents
According to the 2013-2017 American Community Survey, mean earnings among Cheltenham residents
was $105,341. The following table illustrates the earned income tax due to the Township based on different
levels of earned income tax rate. This only includes earned income tax paid to the Township and does not
include the additional 0.5 percent paid to the School District.
Annual Earned Income Tax Rate Impact on Residents with Different Earnings Levels
If annual earnings are…

$60,000

$80,000

$100,000

$120,000

$140,000

If resident EIT was 0.5% (no change)

$300

$400

$500

$600

$700

If resident EIT was 0.6%

$360

$480

$600

$720

$840

If resident EIT was 0.7%

$420

$560

$700

$840

$980

If resident EIT was 0.8%

$480

$640

$800

$960

$1,120

If resident EIT was 0.9%

$540

$720

$900

$1,080

$1,260

If resident EIT was 1.0%

$600

$800

$1,000

$1,200

$1,400
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Next Steps
The Township should gain the flexibility to increase its EIT by amending its charter as soon as practically
possible. While we encourage the Township to put the question on the November 2020 ballot, we also
understand that it may be difficult to do so given that levying a dedicated library tax also requires a
referendum.58 That said, gaining the flexibility to set the EIT rate is one of the cornerstones of this FiveYear Plan and the Township should aim to implement this initiative no later than 2021.
It is important to note that gaining the flexibility to set the EIT rate does not necessarily mean that
the Township needs to increase its EIT rate immediately. To move forward with this initiative, below are
the two steps the Township should take.
Step 1: Verify with the Solicitor
As already mentioned, our preliminary understanding of the Cheltenham’s Home Rule charter is that the
Board of Commissioners would have to adhere to the applicable state statute for its EIT levy limit, which in
this case would be the Local Tax Enabling Act (Act 511). The Township should first verify our preliminary
understanding with its Solicitor.
Step 2: Amend the Charter
If the Solicitor confirms that Cheltenham Township’s Home Rule charter does not give the Township the
ability increase its resident EIT rate above 0.5 percent, the only way the Township can increase its EIT rate
and use the additional revenue for general purposes is to amend its charter.
That process begins with a referendum initiated by an ordinance, followed by a submission to the County
Board of Elections. The ordinance must contain the complete text of wording proposed to be added to the
charter and identify any provisions to be deleted. Pennsylvania law requires the ordinance to be filed with
the Board of Elections at least 13 weeks prior to the election, which means that the ordinance must be
adopted and filed with the County no later than early August if the Township wants to put it on the November
ballot in 2020. Once the ordinance is adopted and filed with the County, the Township must also publish
the notice of the election in at least one newspaper of general circulation once a week for three consecutive
weeks during the period of 30 days prior to the election.59
Timeline for Amending the Charter through the November 2020 Election
Date

Action

By August 3, 2020

Adopt ordinance with the complete text of wording proposed to
be added to and deleted from the charter

By August 4, 2020

File ordinance with the Board of Elections

From October 4, 2020
through November 2, 2020

Publish notice of the election in at least one newspaper of
general circulation once a week for three consecutive weeks

November 3, 2020

Election day

Difference between Adopting and Amending a Home Rule Charter
Over the last several years, there were a number of Pennsylvania municipalities that adopted a Home Rule
charter. Adopting a Home Rule charter begins with forming a Government Study Commission that is
authorized by ordinance and approved by the electors, or a petition of the electors. Once Commission
members are nominated and elected by the vote of the electors, they are then charged with analyzing the
58

Please see initiative PP01 in the Program Prioritization chapter for more details.
For more information regarding the process of amending a Home Rule charter, please refer to Home Rule in Pennsylvania
published by DCED that can be accessed here: https://dced.pa.gov/download/home-rule-pa-pdf/

59
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current form of government, comparing the current form to an alternative form permitted under the
Pennsylvania Home Rule and Optional Plans Law, and releasing a report stating its findings. If the
Commission recommends a Home Rule charter, the recommendation is subject to a referendum. Only if a
majority of the electors votes in favor of adopting the recommendation would the form of government
changes according to the schedule provided by the law. This entire process can take at least two years.
For Cheltenham, because the Township is already a Home Rule municipality, the process of
amending a Home Rule charter is much simpler. As stated previously, if the Township’s Solicitor verifies
that Cheltenham’s Home Rule charter prevents the Township from increasing the resident EIT above 0.5
percent, the process to amend the charter is relatively straight-forward. The Board of Commissioners would
simply have to adopt an ordinance to put the question on the ballot and the question would be subject to
referendum. In 2018 alone, there were seven Pennsylvania municipalities that sought to amend the Home
Rule charter for various reasons.60
Longer-term EIT options: Open Space and Distressed Pension EIT
The Township’s most immediate priority is to gain the flexibility to set its EIT rate through the Home Rule
charter not only because it is the only other revenue source that can generate enough revenues to close
the projected deficits, but because it is also an option that allows Township government to use it on any
general operations. Once the Township works through that option, it can evaluate the following two
additional EIT options for future consideration.
Act 115 EIT (Open space EIT)
Act 115 of 2013 provides municipalities with the ability to impose an Open Space resident EIT to pay for
the cost of acquiring real property and/or developing and maintaining open space and agricultural lands.
There are certain restrictions with this tax levy, though. For example, the maximum amount that can be
used to develop, improve, and maintain open space is 25 percent of the tax levy, and the maintenance
portion must be spent on open space that was previously acquired using this open space tax. This additional
open space EIT can only be levied on residents (including those who live in Cheltenham but work
elsewhere) and could not be repealed until five years after it is imposed or until after the debt incurred to
acquire open space is fully repaid, whichever comes last.
Act 205 EIT (Distressed pension EIT)
The Township may explore the viability of levying a distressed pension earned income tax under
Pennsylvania Act 205 on residents and commuters. Under Act 205, this EIT would not only be levied on
residents living in Cheltenham; it would also be applicable to anyone who works in Cheltenham, regardless
of where they live.
This provision is only applicable to municipalities with a funding level lower than 70 percent (i.e. moderately
or severely distressed). Because Cheltenham’s pensions are funded at 79 percent according to the January
1, 2017 valuation and are considered “minimally distressed”, Cheltenham – as of now – is not eligible to
levy this tax where the proceeds are reserved for pension-related expenditure. However, the Township
should keep this revenue option in mind if its pension funding level decreases in the future and the Township
becomes eligible for the Act 205 EIT. With the evolving coronavirus pandemic around the globe and the
potential impact it may have on investment returns and funding levels, the Township should evaluate this
option when a new actuarial valuation is completed, as discussed in more detail in initiative SI02 in the
Strategic Investments chapter.

60
The seven municipalities that sought to amend the Home Rule charter in 2018 include: Allegheny County, Bethel Park
Municipality, Malvern Borough, Monroeville Borough, Northampton County, Philadelphia City, and West Deer Township.
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TO02

Chart a path to close the budget gap and create room for strategic
investments

Goal(s)

Revenue enhancement

Responsible parties

Commissioners; Township Manager; Accounting Department

Fiscal Impact

$916,000 in 2022; growing to $2.3 million by 2025

If the Township is unable to generate enough revenues or savings to close the gap through the initiatives
we have recommended so far, it will need to explore tax options to close the remaining of the projected
deficits. We provide two options for the Township to consider.
Option 1: Continue to increase the real estate tax regularly
The Township has been increasing its real estate tax each year by three to five percent for the last eight
years. With the recommended initiatives in progress, the Township may not need to increase the real estate
tax as much as it has, but it will still likely need annual increases to eliminate the deficit and create room
for strategic investments.
The chart below shows an annual real estate tax increases of 2.5 percent, growing from 9.57 mills in 2020
to 10.83 mills in 2025. This does not include a separate dedicated library tax, should Township leaders
approve the ordinance and if voters approve the referendum. This scenario helps close the gap in 2021
and 2022, and provides between $0.6 and $1.2 million annually for strategic investments beginning in 2023.
Close the Gap Scenario (Increase Real Estate Tax Only)
$9.0
$8.0

Millions

$7.0
$6.0
$5.0
$4.0
$3.0
$2.0
$1.0
$0.0
2021

2022

2023

2024

2025

Revenue Enhancement

Workforce Strategies

Process Efficiency

Program Prioritization

Real estate tax increase

Baseline deficits

Assumed Real Estate Tax Rate
2020

2021

2022

2023

2024

2025

Real Estate Tax Rate (excl. Library levy)

9.57

9.81

10.05

10.31

10.56

10.83

% Change

N/A

2.5%

2.5%

2.5%

2.5%

2.5%

For a resident who owns a home with an assessed value equivalent to the median market value according
to the U.S. Census Bureau ($269,100), the amount of real estate tax paid to the Township would increase
by $339 from the current $2,575 to $2,914 in 2025 according to the tax increases assumed in this scenario.
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Option 2: Use a mix of real estate and earned income tax increases
Alternatively, Cheltenham can use a mix of real estate and earned income tax increases to achieve the
same goal, assuming that the Township is able to amend the charter to gain the flexibility to set its EIT rate.
The following close the gap scenario sequences tax increases in different years and coordinates with the
other non-tax revenue initiatives in this Five-Year Plan. This scenario also provides $0.6 million to $1.2
million annually for strategic investments beginning in 2023.
Close the Gap Scenario (with Various Tax Options)
$10.0

Millions

$8.0
$6.0
$4.0
$2.0
$0.0
2021

Year
2020
2021
2022
2023
2024
2025

2022

2023

2024

2025

Revenue Enhancement

Workforce Strategies

Process Efficiency

Program Prioritization

Tax Options

Baseline deficits

Revenue Enhancement Actions
Put both the library tax and EIT questions on the November 2020 ballot61
Establish a dedicated library levy
Establish a stormwater fee62 and increase the EIT from 0.5 percent to 0.6 percent
Increase the real estate tax by 2.5 percent from the current 9.57 mills to 9.81 mills
Establish a street light assessment and increase the EIT from 0.6 percent to 0.65 percent63
Increase the real estate tax by 2.0 percent from 9.81 mills to 10.0 mills

In all of the projected years, the Township will have to take some form of revenue actions to close the gap
and create room for strategic investments, but those actions are spread over the five projected years in this
scenario so that they are not concentrated in one particular year.
Note that, while this scenario closes the budget gaps and provides room for investments beginning in 2022,
it does not close the full budget gap in 2021. Even after applying the fiscal impact from recommended
initiatives in this Plan, this scenario projects that the Township will have to use $0.6 million in unassigned
fund balance to help close the remaining budget gap, bringing the Township’s unassigned fund balance
level to $6.5 million. The $6.5 million includes the $2.0 million in sewer sale proceeds that was deposited
into the General Fund after paying down the sewer-related debt and additional GO debt.

Unrestricted Fund Balance
Fund Balance as a % of Expenditures

2018
audit
5,708,73864
13.5%

2019
projected
5,708,73865
12.7%

2020
projected
7,208,73866
19.6%

2021
projected
6,547,121
16.9%

61

See initiative PP01 in the Program Prioritization chapter for the library tax initiative and initiative TO01 in the Tax Options chapter
for the EIT initiative.
62
See initiative RE03 in the Revenue Enhancement chapter for the stormwater fee initiative.
63
See initiative RE04 in the Revenue Enhancement chapter for the streetlight assessment initiative.
64
From the 2018 Comprehensive Financial Annual Report.
65
Assumes that the Township ended 2019 without an operating deficit.
66
Accounts for the $2.0 million in sewer proceeds and $0.5 million in the use of fund balance included in the 2020 budget.
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This is not an ideal response to the Township’s structural deficit, but, given that residents would have to
pay a dedicated library tax already in 2021 (assuming the passing of the referendum), using some fund
balance to close the budget gap in the short term will help mitigate the level of tax increases or service cuts
that would otherwise be necessary. Even after the use of $0.6 million in fund balance to close the 2021
budget gap, the Township will still finish the year with $6.5 million in reserves, equivalent to 17 percent of
the Township’s operating expenditures and slightly higher than the minimum reserve level recommended
by the Government Finance Officers Association (“GFOA”).
That said, the use of fund balance in 2021 is only appropriate if the Township begins making corrective
actions this year as outlined in this Plan. To provide a sense of how the real estate and earned income tax
increases will impact Cheltenham residents under this scenario, the following tables show how the tax
liability would increase according to the tax rate increases assumed in this scenario.
Real Estate Tax Impact on Property Owners
According to the U.S. Census Bureau’s 2013-2017 American Community Survey, the median market value
for owner-occupied units in Cheltenham was $269,100. Tax bills are calculated using the property’s
assessed value, which is frequently different from the market value. The estimates below show estimated
tax liability at different levels of assessed value. It only includes real estate paid to the Township (9.57 mills
in 2020 growing to 10.0 mills in 2025) and does not include the additional tax paid to the County and School
District. It also does not include the dedicated library tax, should voters approve the referendum.
If your property's assessed value is…

$150,000

$200,000

$250,000

$300,000

$350,000

$400,000

Estimated tax paid to the Township in 2021

$1,435

$1,914

$2,392

$2,871

$3,349

$3,828

Estimated tax paid to the Township in 2022

$1,435

$1,914

$2,392

$2,871

$3,349

$3,828

Estimated tax paid to the Township in 2023

$1,471

$1,962

$2,452

$2,943

$3,433

$3,923

Estimated tax paid to the Township in 2024

$1,471

$1,962

$2,452

$2,943

$3,433

$3,923

Estimated tax paid to the Township in 2025

$1,501

$2,001

$2,501

$3,001

$3,502

$4,002

Earned Income Tax Impact on Residents
According to the U.S. Census Bureau’s 2013-2017 American Community Survey, mean earnings among
Cheltenham residents was $105,341. The following table illustrates the earned income tax due to the
Township based on different levels of earned income tax rate. This only includes earned income tax paid
to the Township and does not include the additional 0.5 percent paid to the School District, and shows the
Township’s EIT growing from the current 0.5 percent to 0.6 percent in 2022 and to 0.65 percent in 2024.
If annual earnings are…

$60,000

$80,000

$100,000

$120,000

$140,000

Estimated tax paid to the Township in 2021

$300

$400

$500

$600

$700

Estimated tax paid to the Township in 2022

$360

$480

$600

$720

$840

Estimated tax paid to the Township in 2023

$360

$480

$600

$720

$840

Estimated tax paid to the Township in 2024

$390

$520

$650

$780

$910

Estimated tax paid to the Township in 2025

$390

$520

$650

$780

$910
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Strategic Investments
The Financial Condition Assessment identifies a number of financial obstacles that the Township is facing.
Unless the Township finds a way to overcome those obstacles using the goals and strategies outlined in
this Plan, Cheltenham Township government will continue to incur budget deficits and struggle to deliver
quality municipal services absent large tax increases. It will also lack the resources to make the strategic
investments it needs to maintain its infrastructure and attract businesses and residents to live, work, and
play in the Township.
But if Cheltenham is able to make the hard decisions as outlined in this Plan, it will be able to start
addressing the structural issues as identified in the financial condition assessment. It will also be able to be
a constructive lead partner in addressing larger community issues such as improving residents’ quality of
life and preserving its recreational assets. The ultimate goal of this multi-year plan, therefore, is not only to
improve Cheltenham’s financial position. It is to strengthen the Township’s financial position so that it can
make the investments it needs to make so that it can continue to deliver quality services and celebrate its
diversity and history.
This chapter focuses on the strategic investments that Cheltenham needs to make in order to grow its tax
base, reduce its projected deficits in the out-years, and invest in its infrastructure. These investments are
possible if – and only if – Cheltenham is able to make progress in implementing the initiatives listed in the
prior chapters. Unless Cheltenham Township government is able to generate revenues and savings beyond
the amount necessary to close the projected budget gaps, it will not have the room in its budget to make
these investments.
From Mission to Measurement: Strategic Investments

Mission

It is the mission of the Township of Cheltenham to provide outstanding municipal
governance and services that meet the needs of our residents and businesses in a costeffective and professional manner. It is the Township’s vision to celebrate our vibrant,
diverse, and historic community, to enhance and maintain quality of life, and to achieve
economic and environmental sustainability by promoting actions and opportunities
consistent with good stewardship of our natural and financial resources.

Obstacle



Lack of money in budget for strategic investments

Goals



Create room for pay-as-you-go capital projects and other strategic investments

Strategies







Hire an Economic Development Director
Update pension plan assumptions
Develop a capital planning and prioritization process
Include a small pay-as-you-go capital allocation in the budget each year
Reduce budget-to-actual variance and improve budgeting practices

Measures







Tax base growth relative to baseline
Pension fund assumptions
Capital planning and prioritization strategy
Pay-as-you-go capital funding
Annual budget-to-actual variances

Investment target



$0.6 million in 2023; growing to $1.1 million in 2025
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Initiatives
SI01

Create an economic development strategy

Goal(s)

Generate tax base growth

Responsible parties

Commissioners; Township Manager; Accounting Department

Fiscal Impact

TBD

Throughout our engagement, Township leaders voiced the need for tax base growth through economic
development. Because Cheltenham’s cost of providing services continue to rise every year, one way to
continuously sustain those growth is to grow the tax base so that tax revenues grow “naturally” without
increasing the tax rate itself.
The road to executing a successful economic development strategy that actually grows the tax base is not
without obstacles. The majority (98 percent) of Cheltenham’s assessed values are residential, and the
amount of vacant land available for development is very limited. Resolving the question of what a detailed
comprehensive economic development strategy should look like for Cheltenham lies beyond the scope of
this report, but this plan addresses a portion of that strategy in initiative RE01, suggesting targeted
development. Another part of the strategy is the Township’s retention of an experienced professional to
help implement that strategy once it is developed.
We recommend that Cheltenham create a new Economic Development Director position with experience
in managing code enforcement, the ability to lead processes that culminate in economic development
strategies, capacity to market the Township to potential businesses, and other related skills. Township
leaders should work with the Director to answer the following questions that will shape Cheltenham’s
economic development strategy:


What are the economic development projects that Cheltenham wants to see and how would they
affect the Township’s one-time and recurring revenues? Should the Township focus on a particular
type of economic development given its stagnant tax base?



What does a successful business recruitment strategy and main street program look like? What
obstacles prevent the Township from implementing that strategy?



What are the economic development tools or programs available to the Township? How should the
Township measure the impact of those programs to determine what is working and what is not?

The Close the Gap Scenario detailed in initiative TO02 of the Tax Options chapter provides room for
strategic investments beginning in 2023. The Township should therefore begin its Economic Development
Director candidate search during 2022 so that the position can be filled beginning in 2023.
In the meantime, the Township should apply for subsequent funding under the Commonwealth’s Strategic
Management Plan program to update its comprehensive plan. The Township developed a comprehensive
Plan in 2005 that lays out the Township’s long-term development policies and addresses housing,
transportation, historic preservation, and other aspects of planning that would stabilize communities and
attract businesses. The Plan should be updated to reflect the Township’s development since 2005 and
provide the basis for updating the Township’s related regulations for zoning, land use and code.
The City of Erie, Pennsylvania put together a Comprehensive Plan and Community Decision-Making Guide that ties
the elements of a more traditional planning document to the City’s strategic vision which you can see here.
Cheltenham can develop a similar document that gives Township leaders specific tools to make community and
planning decisions, which would be a nice complement to this multi-year financial plan.
http://emerge2040.org/wp-content/uploads/2016/10/Erie-Refocused-2016.pdf
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Cheltenham should also find grant funding opportunities to revitalize its Main Street program. In some
Montgomery County municipalities, the main street program is led by non-profit organizations instead of by
municipal governments. Partnering with local non-profit entities is another way of advancing its economic
development goals in the short-term, prior to creating an Economic Development Director position.
SI02

Update pension funds’ assumptions

Goal(s)

Reduce long-term pension cost growth

Responsible parties

Pension Board; Township Manager; Accounting Department

Fiscal Impact

TBD

As detailed in the Financial Condition Assessment, annual contributions to the employees’ pension plans
(also called the minimum municipal obligation, or MMO) make up 10 percent of Township government’s
General Fund spending. The MMO is the sum of three items:
1. The cost of pension benefits accrued in the current year (normal cost);
2. The cost to pay off the pension plans’ unfunded liability (amortization cost); and
3. The cost to administer the plans (administrative cost).
The table below shows the normal cost, amortization cost, and MMO for the four pension plans provided
in the January 1, 2017 valuation. The MMO shows the Township’s net responsibility after employee
contributions (5.0 percent of salary for police, hourly, and salaried employees; no contributions required
for Commissioners).
Minimum Municipal Obligation and Funded Ratio as of January 1, 2017
Police

Hourly

Salaried

Commissioners

Total

Normal cost

621,205

283,386

406,887

8,814

$1,320,292

Amortization

1,714,084

320,526

824,777

5,906

$2,865,293

105,927

35,499

44,163

8,436

$194,025

(319,918)

(159,001)

(209,534)

0

($688,453)

$2,121,298

$480,410

$1,066,293

$23,156

$3,691,157

Administrative Expense
Member Contributions
Total MMO

The amortization cost reflects various gains and losses, plan amendments, and changes in actuarial
assumptions that have occurred over time. That includes any gains and losses from plan experience
(differences between assumed and actual employee salary growth, retirement age, and mortality) as well
as investment earnings (differences between assumed and actual investment earnings). As shown in the
table above, the amortization portion of Cheltenham’s MMO is over 65 percent of the Township’s
contribution.
Cheltenham’s pension plans assume an 8.0 percent annual investment return, which is relatively high.
Nationally, the median investment return assumption is 7.25 percent, and many public pension plans have
reduced their earnings assumptions in recent years.67 The following table shows the difference between
projected and actual investment earnings in Cheltenham’s plans for each year from 2015 to 2018. Positive
numbers mean that there was an actuarial gain, and negative numbers mean that there was an actuarial

67

NASRA Issue Brief: Public Pension Plan Investment Return Assumptions, February 2019.
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loss. Note that even in a year of relatively strong returns like 2016, there was an actuarial loss because of
the high investment assumption.
Difference between Projected and Actual Investment Earnings68
2015

2016

2017

2018

2015-18 Total

Police

(2,501,748 )

(520,897)

2,944,944

(5,937,589)

($6,015,290)

Salaried

(1,112,080)

(236,997)

1,197,706

(2,701,118)

($2,852,489)

Hourly

(809,917)

(160,481)

902,748

(1,983,065)

($2,050,715)

Commissioners

(22,387)

(5,161)

18,211

(57,181)

($66,518)

(4,446,132)

(923,536)

5,063,609

(10,678,953)

($10,985,012)

0.3%

6.6%

16.2%

-6.7%

N/A

Total
Money-weighted rate of return69

When a pension plan incurs an actuarial loss, the Township has a number of years to amortize that loss.
Ideally, once the Township pays for an amortization loss, that portion of the MMO would drop out of the
calculation and the total MMO contribution would stabilize, if not drop. However, if there is a continued
negative gap between pension assumptions and actual experience in most years, then the Township will
replace one set of experience loss payments with another.
Cheltenham Township needs to make changes to the actuarial assumptions to more accurately reflect plan
experiences and expectations, but those changes can also result in a larger unfunded liability and trigger a
higher legally required MMO contribution to the funds. The actuary estimates that updating the mortality
table will cost the Township an additional $865,000 over the next five years. But if the Township does not
make the change, there is a risk that funding levels will drop, which will also drive the MMO payments
higher, holding other variables constant. We recommend the following steps for the Township to gradually
stabilize its pension cost growth:
Step 1 – Develop costing estimates of various alternatives
The actuary already provided estimates showing the costs of updating the mortality assumption from the
current 2000 mortality table to the 2017 mortality table. The Township should also request information from
its actuary to have a better understanding of how incremental adjustments to the investment return
assumptions would impact its MMO.
Step 2 – Make incremental changes to the actuarial assumptions
Outdated assumptions can often lead to higher amortization cost, which then translates to higher MMOs.
Cheltenham needs to fix the pension plan assumptions, but needs a plan to fund the cost of doing so. The
Township does not have to make all the changes at the same time, but should incrementally make
adjustments during each valuation cycle so that, over time, the actuarial assumptions more accurately
reflect plan experiences and expectations.
At the same time, it is important to note that, while we provide the best practices in funding the Township’s
pension liability, this initiative should be viewed as a long-term goal. Given the immediate budget pressures
and the uncertainty regarding how the coronavirus pandemic would impact pension plans’ investment
returns and future MMOs, Cheltenham should first focus on closing the projected budget gap and then
eventually create room in the budget to make incremental changes to the actuarial assumptions.

68

2018 actuarial report for pension reporting.
2014-2018 Comprehensive Annual Financial Report. The money-weighted rate of return expresses investment performance, net
of investment expense, adjusted for the changing amounts actually invested.

69
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Act 205 EIT for Future Consideration
As the Township makes progress in updating its actuarial assumptions, it should keep the Act 205 EIT (or
distressed pension tax) in mind for future consideration, especially depending on market returns following
the impact of the coronavirus on the economy and markets.
The Township is currently not eligible for the Act 205 distressed pension tax because its pension plans are
currently funded at 79 percent. Pennsylvania municipalities can only levy the distressed pension tax if their
funding level is below 70 percent. The Act 205 EIT is different from the Act 511 EIT (i.e. the 0.5 percent EIT
that Cheltenham currently levies) in that both residents and non-residents have to pay the Act 205 EIT to
Cheltenham Township, and revenues generated from the Act 205 must be used toward pension-related
expenses only.
Under Act 205, Cheltenham must make a minimum contribution toward its employee pension costs from
sources other than the distressed pension tax. The size of that minimum contribution is based on the
Township’s average contributions to the employee pension plans in the three years before using the
distressed pension tax, expressed as a percentage of payroll.
Even though the Township’s current funding level is well above 70 percent, it was not too long ago that the
Township’s funding level dropped below the 70 percent threshold and its pensions were considered
moderately distressed. With the evolving coronavirus pandemic around the globe and the potential impact
it may have on investment returns and funding levels, the Township should evaluate this option whenever
a new actuarial valuation is completed.
Funding Level by Pension Plan, 2011-2017
1/1/2011

1/1/2013

1/1/2015

1/1/2017

Police

69.1%

65.9%

75.8%

77.6%

Hourly

70.4%

68.8%

75.7%

83.2%

Salaried

66.4%

67.9%

75.4%

79.3%

Commissioner

72.7%

71.8%

88.9%

95.5%

Total

68.6%

67.0%

75.7%

79.1%

SI03

Develop a five-year capital planning and prioritization strategy

Goal(s)

Improve capital management

Responsible parties

Commissioners; Township Manager; Multiple Departments

Fiscal Impact

TBD

Cheltenham currently has a two-year capital spending plan that is included in its adopted budget. The
capital projects are typically submitted by departments in July, reviewed by the Accounting Director and the
Township Manager in August, and finally submitted to the Board of Commissioners in the fall, when final
capital funding decisions are made and adopted as part of the budget.
Cheltenham has already taken the first step of developing a capital budget, but should continue making
progress to further develop and refine its capital planning and prioritization process. Below are some ideas
the Township should consider. The first two ideas are simple ways to expand the capital budget document
and should be incorporated into the 2021 budget process, whereas the latter two initiatives are longer-term
ideas that will likely take more time to implement.
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Adopt a robust prioritization process: When departments submit capital projects to Township
leaders, they are not required to prioritize them accordingly. So when the capital project list reaches
the Commissioners during the budget process, it is very difficult for the Commissioners – who are
not involved in the day-to-day operations – to make those strategic prioritization decisions. Moving
forward, department directors should be required to prioritize their capital projects in their budget
submission and provide information to support those prioritization recommendations. To the extent
the Commissioners wish to alter these priorities by funding in a different order than suggested by
the Departments and the Township Manager, the Commissioners should invite those officials for a
thorough discussion of the potential change, and should make those decisions in conjunction with
the Township Manager and Department Directors.



Include additional project information: The capital budget shows capital projects by description
and expected project cost, but has very little information about the funding sources for each capital
project. Ideally, the capital budget should show each project by type, projected annual costs,
anticipated project completion date, responsible department and funding source by type (e.g.
bonded debt, pay-as-you-go, grants etc.). The contingency amount, if any, should be identified and
any known possible areas of uncertainty that could lead to contingency spending should be
described.



Diversify funding sources: The Township currently relies almost solely on bonded debt and
grants to fund its capital projects, with little to no pay-as-you-go funding for its capital projects.
Ideally, assets with shorter useful lives (e.g. vehicles and equipment) should be funded using payas-you-go funding whereas assets with longer useful lives (e.g. roof replacement) would be funded
by bonded debt. While this is something that the Township will not be able to achieve in the shortterm due to the immediate budget pressures, it should incrementally create room in the budget to
fund pay-as-you-go capital projects. This is addressed in more detail in the next initiative.



Establish a multi-year planning horizon: The current capital budget is a standalone document
without a longer-term planning document that accompanies it. Ideally, the Township should have a
capital improvement plan (CIP) where it inventories, prioritizes, and funds potential projects over
five years and the next year’s allocations for individual projects incorporated into the Township’s
regular budget cycle as the capital budget. This will allow the Township to begin planning for and
scheduling some of the long-term capital needs – such as significant building renovations or
departmental relocations – identified elsewhere in this plan.

Beyond refining its current capital budget and developing a five-year capital plan, the Township should also
consider developing a framework around how it identifies, prioritizes, and funds capital projects.
A capital budget and planning policy that describes eligibility for capital projects and the process for
developing the capital improvement plan can help create that framework. According to best practice
guidance provided by the Government Finance Officers Association, capital projects should generally have
an estimated useful life of at least two years following the date of acquisition and should be at least $5,000
for any individual item. Having a capital policy that clearly defines capital eligibility will prevent the Township
from spending its limited capital dollars on operating items.
The capital budget and planning policy should also set the criteria by which capital projects will be
evaluated, which may include:


Health, safety, and legal compliance: Is the project required to meet the basic standards of
residents’ health and safety or legal/regulatory compliance?



Strategic alignment: To what extent does this project align with the Township’s mission and vision
statement and long-term planning documents?
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Age and condition of the asset: Will this project bring the asset onto a life cycle replacement
plan? What are the associated costs of prioritizing this project over an alternative capital project?



Public benefit and demand: Who will benefit from this capital project? Will residents and
businesses at-large benefit from this project?



Operating cost savings: Will this project generate recurring savings in the operating budget as a
result of lower maintenance costs or the initial purchase of equipment?

The concept of using a quantified approach to ranking capital projects is recommended by the Government
Finance Officers’ Association and is used by other communities. The decision matrix below, for example,
is used by a community in Minnesota with an Aa2 credit rating.
The template is used by White Bear Township, Minnesota and adapted from Prioritizing Capital
Improvement Planning, Gary Donaldson, Government Finance Review, 2015. Of course, Cheltenham
Township could modify or expand upon these criteria to meet its unique local circumstances.
Capital Project Criteria Template Example

Next Steps
One of the reasons a thoughtful capital plan with a multi-year perspective is so important is because it
allows the Township to prioritize its resources with a strategic vision. The CIP and capital budget ideally
would have a mix of projects with some focused on repairing, renovating, and replacing existing
infrastructure and others focused on more strategic investments in new assets. A one- or two-year capital
budget, on the other hand, only provides insight into the most immediate and urgent needs.
During this engagement, our team toured the municipal buildings, and many of them have significant capital
needs. For example, the salt shed that is located at the back of the Public Works building at 8101 Old York
Road has an eroding structure and the Department had to resort to piling salt outside the salt shed and
using plastic tarp to cover up the salt. While the capital needs in the Police and EMS buildings are less
noticeable, it is clear that significant capital investments are necessary for Township departments to perform
at their highest levels. Significant work in the Administration Building is also likely needed in the coming
years as well.
Without a capital planning process that helps prioritize projects in a structured and quantifiable manner, it
is hard to sequence capital projects in a way that provides the most return on investment. It is also more
tempting to prioritize capital projects – such as those that invest in the Township’s parks, recreation centers,
and roadway infrastructure – that are most visible to Cheltenham residents and business.
The recommended changes to the Township’s capital planning process as described above can be
overwhelming. The Township cannot practically make all the proposed changes at the same time. Instead,
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it should gradually make changes to its capital planning process by first expanding the information currently
provided in the capital budget to include additional projection information such as funding sources and
anticipated project completion date. The Township should aim to do that in during the 2021 budget process.
Once the 2021 budget is adopted, Cheltenham should work to develop a five-year capital plan to be
included in the 2022 budget and eventually develop a formalized process for capital budget and planning
policy in 2022 and beyond. A key part of this plan should be an evaluation of the Township’s current key
buildings, and a detailed approach to renovating, relocating, and/or replacing them over the next decade.
SI04

Use pay-as-you-go capital funding

Goal(s)

Improve capital management

Responsible parties

Commissioners; Township Manager; Multiple Departments

Fiscal Impact

TBD

Cheltenham Township’s capital budget consists of
a mix of projects. Infrastructure improvements
represent about half of the capital budget. The
remaining half of the capital budget is usually split
among building repairs, economic development
projects, recreation asset improvements, vehicle
and
equipment
purchases,
and
other
miscellaneous projects.

2019 Capital Budget ($16.0 Million)
Vehicles/Equipment
7%

Other
4%

Recreation
Assets
10%

Economic

Infrastructure
Because municipal bonds are generally repaid
Development
52%
13%
over twenty to thirty years, many local
governments fund a portion of their capital budget
Building
using pay-as-you-go funding so that current
14%
resources are used to pay for capital projects that
have a shorter useful life (e.g. vehicles,
equipment). In contrast, debt financing is used as a tool to fund capital projects that last for a longer period
of time (e.g. building renovations). Borrowing money also has a higher cost than using pay-as-you-go
resources since the borrowed money has to be repaid with interest.

Moody’s, which rates the Township’s debt, recommends adopting policies that include pay-as-you-go
funding targets based on individual governments’ needs. For example, some governments have policies
that ensure that five percent of building permit fees, impact fees, or other earmarked revenues are diverted
annually to pay-go capital spending.70
Cheltenham should establish the best practice of funding its capital projects with shorter useful lives – such
as equipment replacement – using pay-as-you-go resources. Township government has understandably
shifted those spending to the capital budget because of the recent budget pressures, but doing so makes
the cost of those projects even more expensive in the long-term.
Beginning in 2022, the Township should include a small budget allocation for pay-as-you-go capital projects
in its General Fund budget (e.g. $10,000) and work to increase that allocation incrementally in each
subsequent year.

70

The Six Critical Components of Strong Municipal Management: Managerial Methods to Promote Credit Enhancement,” p. 4,
Moody’s Investor Service, March 2004.
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SI05

Conduct a facility condition assessment

Goal(s)

Improve capital management

Responsible parties

Commissioners; Township Manager; Public Works Department

Fiscal Impact

TBD

Cheltenham should conduct a facility condition assessment of facilities used in daily municipal operations.
The assessment will provide data to help the Township manage its facilities more proactively and help
forecast and prioritize capital needs, and should do the following:


Serve as a baseline that the Township will be responsible for maintaining and updating going
forward;



Report apparent facility conditions and document specific deficiencies with narrative and
photographs;



Estimate remaining useful lives of facilities and major component systems;



Report significant deficiencies that are likely to need addressing within five to ten years;



Describe the work required to correct the deficiencies and estimate associated costs; and



Categorize all recommendations in terms of relative urgency and provide summaries by facility and
a summary for all facilities.

Cheltenham will likely need to hire an outside expert to conduct this assessment since it is important that
the engineering review of each individual asset be comprehensive and reflect current knowledge and best
practice across multiple building systems. The level of effort required also is likely to exceed what Township
staff can do on their own while also running daily operations.
The Township should aim to issue a request for proposal (RFP) to develop a facility condition assessment
in 2021 so that it can use the assessment to inform the 2022 capital budget. This initiative is another
candidate for subsequent funding under the Commonwealth’s Strategic Management Plan program.
SI06

Improve debt management

Goal(s)

Control the growth in debt service

Responsible parties

Commissioners; Township Manager

Fiscal Impact

TBD

Because most Cheltenham capital projects are funded by bonded debt, debt management should naturally
be part of the capital planning strategy as well. As detailed in the Financial Condition Assessment, over the
last decade Cheltenham issued between $7 and $10 million in bonded debt approximately every two years
to fund capital improvement projects. In aggregate, approximately 40 to 50 percent of the debt proceeds
were dedicated toward improvements to the sanitary sewer system. As a result of those prior issuances,
debt service payments increased from $3.0 million in 2013 to $4.3 million in 2019, an average annual growth
of 6.1 percent.
With the sewer sale being finalized, the Township will no longer be responsible for the capital needs of the
sewer system, and the majority of the sale proceeds were used to defease the prior sewer debt. The
baseline assumes that the Township would issue a $10 million GO bond this year and another $10 million
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in 2023 to pay for other municipal capital needs. As a result of these assumed debt issuances,
Cheltenham’s annual debt service payment is projected to grow from $0.4 million in 2020 to $2.1 million in
2025.

Millions

Baseline Debt Service Projection
$2.5

$2.1

$1.9

$2.0
$1.5

$1.5

$1.5

2022

2023

$1.1

$1.0
$0.4

$0.5
$0.0

2020

2021

Debt service without new debt issuances

2024

2020 $10M GO Bond

2025

2023 $10M GO Bond

Moving forward, the Township should pursue the following initiatives to manage its spending on debt
service:


Control debt service growth: The Township may be able stretch out the $10 million GO bond in
2020 through 2024, as initiatives like levying a dedicated library tax that also covers capital
spending71 and selling/leasing facilities not being used for core Township services could help
reduce the Township’s overall capital needs.72 The Township will undoubtedly still have more
capital needs than resources will permit, but that is the reason why the capital prioritization process
as described in initiative SI03 is so important for the Township’s long-term financial health.



Level debt service: Instead of leveling its debt service such that the combined annual amount of
principal and interest payments remains relatively constant over the life of the issue of bonds, the
debt schedule of the GO bonds issued over the last decade generally pushes more of the debt
payment in the latter years, as illustrated in the chart below. That approach reduces near-term
budget pressures, but creates long-term problems when debt rises significantly. It is recommended
that each bond issue contribute to a debt schedule where debt service drops off after a period of
time, allowing periodic new debt to fill in at the later end of the debt cycle. This approach also
means that fewer current costs are pushed off for future taxpayers to fund.

Principal

71
72

2048

2047

2046

2045

2044

2043

2042

2041

2040

2039

2038

2037

2036

2035

2034

2033

2032

2031

2030

2029

2028

2027

2026

2025

2024

2023

2022

2021

2020

$0.9
$0.8
$0.7
$0.6
$0.5
$0.4
$0.3
$0.2
$0.1
$0.0
2019

Millions

2018 GO Bond Debt Schedule

Interest

Please see initiative PP01 in the Program Prioritization chapter for details.
Please see initiative PP02 in the Program Prioritization chapter for details.
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SI07

Continue to improve budgeting practices

Goal(s)

Establish best practice in budgeting; facilitate multi-year financial planning

Responsible parties

Accounting Department

Fiscal Impact

TBD

Cheltenham should implement initiatives as detailed in this Five-Year Plan to begin to gain financial stability.
Many of these initiatives will require commitment from Township leaders to make the tough choices. But
one of the practical first steps is for the Township to tighten its financial management and ensure that the
budget estimates are as close to expectations as possible. The following table shows the difference
between budget and actual revenues and expenditures from 2014 to 2018.
Budget-to-Actual Variance, 2014 - 201873
Budgeted
Revenues

Actuals
Revenues

Revenue
Variance ($)

Revenue
Variance
(%)

Budgeted
Expenditures

Actual
Expenditures

Expenditure
Variance ($)

Expenditure
Variance
(%)

2018

44,202,961

41,899,527

(2,303,434)

5.2%

44,202,961

42,531,825

(1,671,136)

3.8%

2017

42,862,710

41,776,373

(1,086,337)

2.5%

42,862,710

41,669,243

(1,193,467)

2.8%

2016

42,295,443

40,999,047

(1,296,396)

3.1%

42,295,443

40,799,047

(1,496,396)

3.5%

2015

41,395,783

40,376,853

(1,018,930)

2.5%

41,395,783

40,484,615

(911,168)

2.2%

2014

40,208,677

39,182,472

(1,026,205)

2.6%

40,208,677

38,338,293

(1,870,384)

4.7%

It is understandable to have some variance between budget and actuals – after all, budget projections are
estimates based on the information available, not predictions of how much future revenues the Township
will collect or how much spending each department will incur. The historical variances were also relatively
small and were generally less than five percent. That said, the Township should continue to improve its
budgeting practices, just as it has in the past, in order to better plan for any budgetary shortfalls. In
particular, the Township should attempt to budget revenues more conservatively and expenditures more
accurately so that it does not have to rely so heavily on post-budget expenditure controls to achieve budget
balance. The following lists some ideas the Township can adopt to close some of the variance as shown
above.
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Use historical revenue collection rates: The 2020 budget assumes collecting 98.6 percent of the
real estate tax current year levy, when historical collection rate averaged 96.9 percent. The 1.7
percent difference in collection rate is equivalent to almost $300,000 in revenues. The same is true
for fee revenues. For example, the Township historically collected about $2.9 million annually in
refuse fees prior to 2019. Cheltenham increased its annual fee by 13.6 percent from $286 to $325,
but increased its revenue by 16.3 percent from $2.9 million to $3.4 million in 2019.



Project revenues absent one-time increases: It is not uncommon for building permit revenues
to fluctuate from one year to the next due to one-time large construction activities, but Township
government should not rely on those one-time revenues to pay for recurring expenditures. From
2013 to 2018, building permit revenues ranged from $285,000 (2014) to $431,000 (2017), but never
exceeded $500,000. The Township budgeted $578,000 in building permits in 2019 and $538,000
in 2020, which is more than 50 percent higher than the average revenues collected from 2013 to
2018. Even if the Township can realistically collect such revenues due to known construction

Based on audited actuals reported in the annual financial statements.
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activities, it should move toward allocating those one-time revenues to non-recurring spending such
as capital projects.74


Use trend analysis: For revenues that have consistently grown or declined over the last three to
five years, the Township should use those trends to develop its revenue estimates, informed by
any known changes. For example, revenues from recreation and pools have consistently declined
over the last five years, dropping from $555,000 in 2013 to $509,000 in 2018. Given the consistent
decrease in revenues, the Township should carry forward the declining revenue trend unless there
are meaningful initiatives that correct those trends.



Assume a vacancy allowance factor: A significant portion of the budget-to-actual expenditure
savings were due to lower-than-expected personnel costs. If the Township anticipates attrition and
vacancies in the upcoming year, it should establish a vacancy allowance factor and reduce its
expenditure budget accordingly. At the same time, it should be very careful in applying this vacancy
allowance factor so that the Township is not under-budgeting its personnel costs.

By closing some of the budget-to-actual variance, the Township can sharpen its focus in closing the budget
gap as it works to implement the recommendations outlined in this Five-Year Plan.

74

Please see initiative SI04 in the Strategic Investments chapter for more details.
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Appendix A
Potential Use of a Subsequent Phase of STMP Grant

To advance the initiatives as outlined in this Five-Year Plan, Cheltenham will likely need external assistance
such as consultant studies and technology improvements, some of which may be eligible to be funded
through a subsequent phase of STMP.


Stormwater management study (Initiative RE03 in the Revenue Enhancement chapter)
Cheltenham Township should perform a stormwater management study that quantifies historical
and budgeted General Fund spending dedicated solely for stormwater management as well as the
backlog of capital improvement projects. The study should also propose a reliable, predictable
stream of revenue that fairly distributes the cost of system maintenance and improvements to all
residents and property owners who benefit from the stormwater management system and a
revenue collection model that considers the cost of program administration, billing, and collections.



Street light assessment (Initiative RE04 in the Revenue Enhancement chapter)
The Township should perform streetlight assessment and improvement plan once it has enacted
the stormwater fee. The plan should address the current costs of providing street lighting as well
as more forward-thinking lighting goals, like installing more energy efficient lights or decorative
lighting that complements other community development efforts. The Township should make this
plan accessible on its website with a clear explanation of the schedule for undertaking specific
improvements in specific neighborhoods so property owners can track the Township's progress.



Conduct an eligibility audit (Initiative WS09 in the Workforce Strategies chapter)
We found that the Township has had difficulty in managing eligibility documentation and properly
purging ineligible individuals from enrollment figures, due in part to a lack of electronic tracking. We
therefore recommend that the Township pursue a health care eligibility audit to identify ineligible
individuals who currently receive active or retiree health care coverage from the Township.



Purchase a Human Resources Information System (HRIS) software (Initiative WS11 in the
Workforce Strategies chapter)
We recommend that Cheltenham Township purchases a Human Resources Information System
(HRIS) software to increase efficiency in workforce record management. Depending on the
package the Township purchases, a HRIS can include payroll, attendance, recruitment, training,
and performance modules as well as self-service features that streamline the leave management
work flow from request to approval.



Electronic data management software (Initiative PE07 in the Process Efficiency chapter)
Given that the Township still preserves many of its records on paper, it should explore the various
data management options and gradually transition to an electronic records management system.
While some of the transition may simply be moving from paper copies to electronic copies, the
Township should also explore if there are specific software that would help streamline the data
management process.
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Update the comprehensive plan (Initiative SI01 in the Strategic Investments chapter)
The Township developed a comprehensive Plan in 2005 that lays out the Township’s long-term
development policies and addresses housing, transportation, historic preservation, and other
aspects of planning that would stabilize communities and attract businesses. The Plan should be
updated to reflect the Township’s development since 2005 and provide the basis for updating the
Township’s related regulations for zoning, land use and code.



Conduct a facility asset inventory (Initiative SI05 in the Strategic Investments chapter)
Cheltenham should conduct a facility asset inventory and high-level condition assessment of
facilities used in daily municipal operations. The assessment will provide data to help the Township
manage its facilities more proactively and help forecast and prioritize capital needs.



Update the Five-Year Plan (Implementation Strategy in the Executive Summary chapter)
The principles as laid out in this Plan are best practices that the Township should follow and
implement in the long-term. However, with the evolving coronavirus pandemic, the Township may
have to update this Five-Year Plan, depending on the amount of revenue loss experienced this
year and how that changes the Township’s overall financial picture. We encourage Township
leaders to evaluate its financial situation this summer and determine whether an update to this
Five-Year Plan is necessary.

Cheltenham should prioritize these studies and projects over the next five years and apply for a subsequent
STMP as soon as practical to begin advancing some of the recommendations as outlined in this Report.
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Appendix B – List of Initiatives

Strategy

Initiative

Baseline projected deficits

2021

2022

2023

2024

2025

($3,025,000)

($4,487,000)

($5,227,000)

($6,570,000)

($7,270,000)

43,000

87,000

130,000

174,000

218,000

TBD

TBD

TBD

TBD

TBD

Revenue Enhancement

ED01

Measure the impact of economic development and target economic development
projects with the largest revenue impact

Revenue Enhancement

ED02

Strengthen code enforcement

Revenue Enhancement

ED03

Enact a stormwater fee

0

483,000

496,000

509,000

522,000

Revenue Enhancement

ED04

Enact a street light assessment

0

0

0

315,000

324,000

Revenue Enhancement

ED05

Regular increases to fees and fines

29,000

58,000

88,000

119,000

150,000

Revenue Enhancement

ED06

Develop a costing analysis for refuse operations

TBD

TBD

TBD

TBD

TBD

Workforce Strategies

WS01

Continue to retain the support of an external labor counsel

TBD

TBD

TBD

TBD

TBD

Workforce Strategies

WS02

Continue to evaluate the cost of proposals during collective bargaining

TBD

TBD

TBD

TBD

TBD

Workforce Strategies

WS03

Moderate wage growth

82,000

605,000

1,145,000

1,543,000

1,794,000

Workforce Strategies

WS04

Restructure step increases

0

21,000

55,000

100,000

124,000

Workforce Strategies

WS05

Restructure longevity payments

TBD

TBD

TBD

TBD

TBD

Workforce Strategies

WS06

Continue to control overtime spending

TBD

TBD

TBD

TBD

TBD

Workforce Strategies

WS07

Restructure sick incentive and sick leave payout program

TBD

TBD

TBD

TBD

TBD

Workforce Strategies

WS08

Evaluate uniform allowance

TBD

TBD

TBD

TBD

TBD

Workforce Strategies

WS09

Control health benefits growth

72,000

76,000

80,000

84,000

89,000

Workforce Strategies

WS10

Make changes to the Commissioners Pension Plan

TBD

TBD

TBD

TBD

TBD

Workforce Strategies

WS11

Purchase a HRIS software

TBD

TBD

TBD

TBD

TBD

Process Efficiency

PE01

Regain flexibility to manage staffing levels in Public Works and consider alternative
service delivery options

TBD

TBD

TBD

TBD

TBD

Process Efficiency

PE02

Alternate EMS service delivery model

140,000

150,000

200,000

250,000

316,000
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Strategy

Initiative

2021

Process Efficiency

PE03

Re-evaluate alarm registration and fine system

Process Efficiency

PE04

Align staffing structure with service demands in the Police Department

Process Efficiency

PE05

Improve call for service (CFS) data management

Process Efficiency

PE06

Evaluate opportunities for efficiencies once the fire study is completed

Process Efficiency

PE07

Process Efficiency

2022

2023

2024

2025

5,000

5,000

5,000

5,000

5,000

98,000

153,000

210,000

326,000

449,000

TBD

TBD

TBD

TBD

TBD

111,000

130,000

149,000

168,000

188,000

Pursue additional efficiency measures

5,000

5,000

5,000

5,000

5,000

PE08

Manage the length of public meetings

TBD

TBD

TBD

TBD

TBD

Program Prioritization

PP01

Levy a dedicated library tax

1,756,000

1,800,000

1,845,000

1,891,000

1,938,000

Program Prioritization

PP02

Explore alternatives for Township facilities currently not used to deliver core services

TBD

TBD

TBD

TBD

TBD

Program Prioritization

PP03

Alternatives for maintaining and delivering recreational services

22,000

47,000

72,000

97,000

122,000

Program Prioritization

PP04

Conduct a cost-benefit analysis for any non-mandatory service or project

TBD

TBD

TBD

TBD

TBD

Program Prioritization

PP05

Use the fiscal impact checklist for any major policy decision

TBD

TBD

TBD

TBD

TBD

Tax Options

TO01

Gain the flexibility to set the EIT rate

TBD

TBD

TBD

TBD

TBD

Tax Options

TO02

Chart a path to close the budget gap and create room for strategic investments

0

916,000

1,368,000

1,866,000

2,252,000

$2,364,000

$4,535,000

$5,848,000

$7,453,000

$8,498,000

Total Initiatives to Close the Gap
Strategic Investments

SI01

Create an economic development strategy

TBD

TBD

TBD

TBD

TBD

Strategic Investments

SI02

Update pension plans' assumptions

TBD

TBD

TBD

TBD

TBD

Strategic Investments

SI03

Develop a five-year capital planning and prioritization strategy

TBD

TBD

TBD

TBD

TBD

Strategic Investments

SI04

Use pay-as-you-go capital funding

TBD

TBD

TBD

TBD

TBD

Strategic Investments

SI05

Conduct a facility condition assessment

TBD

TBD

TBD

TBD

TBD

Strategic Investments

SI06

Improve debt management

TBD

TBD

TBD

TBD

TBD

Strategic Investments

SI07

Continue to improve budgeting practices

TBD

TBD

TBD

TBD

TBD

$0

$49,000

$621,000

$882,000

$1,227,000

Amount Available for Strategic Investments
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