DATE: October 19, 2009

TO: Terry S. Fedorchak >
FROM: Brian McCloskey @5} bl
RE: Finance Director’s Report

As planned, here is the quarterly Finance Director’s report, highlighting various financial data
within both the governmental and business operations of the Township.

Overall Summary

For the quarter ending September 30, 2009, total Revenues and Expenses were as follows, in
thousands, as compared to their respective budget:

Actual Budget Percentage
TOWNSHIP TOTALS 9/30/09 FY2009 Available Used
Revenues $20,275 $22,340 $ 2,065 90.75%
Expenses $16,391 $24,815 $ 8,424 66.06%

As we have completed the 3™ quarter of our fiscal year, revenues are trending where expected,
and expenditures are trending below budget and expectations. As expenditures are more cyclical
than revenues we would expect to be in the 70-75% range however we are only at 66% of budget.
This is due to several reasons, one being the spending freeze initiated in the summer as a result of
the economic recession and the other is timing, some bills haven’t arrived wherein last year they
have, an example is the paving bills for the liquid fuels paving project. If you refer to Exhibit B
you will see that we have collected over 100% of our budgeted real estate tax revenues, and while
we have exceeded the budget, the reason we are over 100% is the success in collecting past due
or delinquent tax revenues has exceeded budget. Current real estate tax revenues are at 98.9% of
budget, where we expect them to be. Revenues in total are budgeted 1.7% higher than last year
and are ahead of the same point in the prior year. The main reason for the increase year over year
is the pension funds have had positive returns whereas in the prior year the investments had
significant negative returns. The uniform and non-uniform pension plans have exceeded last years
returns by a combined $3 million. If these are removed from the equation along with the bond
funded transfer for Samost tract last year, than revenues are about equal with the previous year.
Collections of real estate tax revenues are in line with prior years at 9/30, and we are within
expectations with the exception of the delinquent accounts where we are trending ahead of
budget. The real estate deed transfer tax is lagging last years results, and this is part of the
nationwide housing situation. We do expect to miss the budget on this revenue item, for the g
consecutive year, but we are seeing signs of stability in the market and we are hopeful to make
the 2008 numbers. As of 9/30/09 we are 9.4% behind last year’s collected revenues. While
expenses are under budget for 2009, when compared to last year one item of note is that the
township made an expenditure of $1,090,000 for the purchase of the Samost tract in January of
2008, thus inflating last year’s first half expenditures. If this capital expenditure is removed from
the equation then current year expenditures are tracking over 8% below prior years, this is largely



due to the spending freeze the township instituted and some timing differences. Total
expenditures are budgeted even with the previous year.

A comparison of the current and prior fiscal years yields the following:

Actual Actual Amount Percentage
TOWNSHIP TOTALS 9/30/09 9/30/08 Changed Changed
Revenues $20,275 $18,509 $ 1,766 9.54%
Expenses $16,392 $18,931 -$2,539 -13.41%

With the exception of the Real Estate Deed Transfer Tax and interest earnings, we expect to be
close to our budgeted revenues for this fiscal year and all items within the expenditures are within
budgets as well.

We expect the remainder of fiscal year 2009, along with at least the 1* half of 2010 to be
challenging with regard to the Deed Transfer Tax revenue line item as the nationwide housing
slump continues, although as mentioned earlier there are signs of stabilization and a possible
recovery. Interest income is also projected to lag prior year numbers.

A Further analysis by classification is as follows, please note that pension revenues and expenses
have been removed:

Actual Budget Percentage
GOVERNMENTAL 9/30/09 FY2009 Available Used
Revenues $12,512 $13,631 $1,119 91.79%
Expenses $ 9,681 $15,414 $£5.733 62.81%

The primary reason for our revenues exceeding our expenses at this point is simply timing,
revenues are primarily received in the 1* half of the year while expenditures are spread more
evenly throughout the year.

A comparison of our governmental funds with the prior year are as follows:

GOVERNMENT Actual Actual Percentage
9/30/09 9/30/08 Difference Changed

Revenues $12.512 $ 13,734 -$1,222 -8.89%

Expenses $ 9,681 $ 11,756 -$2,075 -17.65%

A review of our business funds yields the following:

Actual Budget Percentage
BUSINESS 9/30/09 kY2009 Available Used
Revenues $6,311 $8,709 $ 2,398 72.46%
Expenses $6,215 $9,401 $ 3,186 66.11%

The Township’s business enterprises are comprised of the Community Pool, the Sewer System
and Makefield Highlands Golf Course. At this point in our fiscal year, the pool operations are
completed and our revenues came in below budget, we attribute this to the economy, we had a
decrease in most membership categories. We also believe the amount of cool, wet temperatures in
May and June played a role not only at the pool but obviously at the golf course as well. Expenses
for the pool are down 11.5%, due to costs incurred in the prior year, the current year is in line



with budget. For 2009 we are trending below budget and expect to finish the year under budget in
the pool operations. You can review the attached pool report (Exhibit D) for details. 2009 was
another successful season for the pool operations despite the decrease in membership, the
operations remain cash-flow positive.

The sewer system revenues have increased from the same time last year, by 6.69%, and this
increase is primarily due to the rate increase passed for 2009. Interest income is down across all
funds and that is causing some drag on total revenues, so we do not expect the total sewer fund
revenue increase to match the rate increase. While revenues have increased almost 7%, sewer
expenses have increased by 4% and this is attributable to the joint-use payment to Yardley
borough sewer authority. Our transmission fees are trending even with the prior year and we had
budgeted this, and repairs and maintenance are trending below budget and slightly less than prior
year, by approximately 7%.

Makefield Highlands golf course has experienced a challenging year with the weather conditions
affecting us in 3 key months, May, June and August. The course had a successful 1* quarter
despite early season weather problems, getting the course off to a good start. In the 3rd quarter,
July and September had positive cash flow, but August was affected by inclement weather and
the course experienced 11 days of rain and missed the revenue budget by 10%. Expenses for the
course are up 4.85% when compared to the same time last year, and this is after making our
required debt service payment on the course. Debt service interest is tracking below last year and
while revenues are projected to be off for 2009 — a result of the weather and economy, we expect
expenses to be down as well, although not proportionately. Please review the attached report
(Exhibit E) on the golf course for more details on revenues and rounds played.

A comparison of the current and prior fiscal years yields the following:

Actual Actual Amount Percentage
BUS FUND TOTALS 9/30/09 9/30/08 Changed Changed
Revenues $6,311 $6,288 $ 23 .004%
Expenses $6,215 $7.175 - $960 -13.37%

SPECIFIC HIGHLIGHTS

The following are specific items from our General Fund which we are highlighting in our report.
Real Estate Taxes

Receipts from real estate taxes totaled $4.785 million for the quarter ending September 30, 2009,
this is an increase of less than 1% when compared to the same period last year. The 2009 budget
had no tax increase and the slight increase is with the delinquent taxes due. We will reach our
budgeted tax revenues for fiscal 2009 as our collections continue to be very strong (averaging
over 99% annually). Current Real Estate tax receipts are 99.82% of their respective budget, and
this is expected since by the end of the third quarter of the fiscal year the majority of the
payments are received. See Exhibit B for an analysis of general fund tax revenues.



Per Capita Taxes

Per Capita taxes are tracking at the same rate as in the prior year. Our budget has remained the
same as last year in this area, and while 3%’s through the fiscal year, we fully expect to meet our
budgeted numbers.

Real Estate Transfer Tax

Revenues from the Real Estate Transfer tax totaled $711,000, a decrease of 9.43%, or over
$74,000 when compared to the prior year. The budget was reduced from the prior year as a result
of the housing slump, and while we track this area and related trends closely, the national outlook
for housing remains weak, and as mentioned throughout the year, this is an area of concern.
Please review Exhibit A-1 for details on the last 5 years of our Deed transfer tax revenue, you
will see that at the three-quarter point of this year, we are trending lower than the previous 5. By
reviewing this line item on a month by month basis, it is clear that the housing slump began in
fiscal 2006, and most likely in August of that year for Lower Makefield Township. Please see the
attached Exhibit A for a graph of the real estate transfer tax trends, further illustrating the
performance of this line item revenue.

We will continue to track this item closely and review the year-to-date totals with previous years
totals at the same time, as in Exhibit A-1.

Other Revenues

Other revenues, specifically fees and permits and rents and commissions, are slightly ahead of
budget and prior year figures. There has been some significant building projects that have
positively affected this area in the 3™ quarter, and we believe the future revenue outlook here is
flat, as these fees generally track the housing or real estate deed transfer tax patterns. Two items
of note here are interest income, as mentioned previously the rate environment is not favorable
and we don’t expect to meet our budget in this area, and the second is the recycling rebates, this
market has been affected by the recession and we will fall short of budget in this area as well.
There are signs that the recycling market is beginning to turn for the better as well, but we expect
the recovery here to be much slower than the fall. All other items appear within budget or
slightly ahead at this point.

General Fund Expenditures

Expenditures within the Townships’ general fund are tracking approximately 5% higher than the
same period in the prior year. The reasons are hospitalization and other insurances, which are
approximately 10% higher than the previous year, and as mentioned in previous reports our
professional fees which are tracking above the prior year. The rate of increase in the professional
fee line item has decreased from prior quarters, and despite these increased categories the
township has held the line on discretionary expenditures and we expect to finish the year below
budget in the general fund, for expenditures. See the attached detailed spreadsheets on legal and
engineering expenses, highlighting these two specific categories.



Assets and Liabilities

The Township’s liquidity position remains strong despite our expected decrease in cash. Our cash
position stands at approximately $10.7 million as of September 30, 2009 versus $11.7 million at
the same time in the previous year. The decrease is a result of planned spending, specifically in
sewer, capital reserve and general fund.

See Exhibit C for a more detailed analysis of our cash position by fund.

Accounts receivable is slightly higher in the current year and prepaid expenses are slightly lower
in the current year, both asset categories combined equal prior year, so current assets are in line
with expectations.

Current Liabilities have increased by just under 2%, so current liabilities are very much in line
with expectations. Long term debt has decreased by over 2% or approximately $700,000 million
due to expected debt service payments. There is another $1 million in principal payments
scheduled in the 4™ quarter of this year. It should be noted that the volatile interest rate market
has had a positive impact on our variable rate debt expense, and while this will be offset by our
related investment income, we will see a reduction in this part of debt service. Neither affects the
balance sheet.

A comparative balance sheet is displayed below.

Lower Makefield Township
Balance Sheet Analysis
Quarter Ending 9/30/09
Total Government
Assets 2009 2008
Cash and Cash Equivalents 10,682,251 11,708,544
Other Assets 2,724,845 2,596,767
Capital Assets 116,851,669 116,707,498
Total Assets 130,258,765 131,012,809
Liabilities
Other Liabilities 1,543,185 1,512,926
Long-Term Debt Outstanding 39,081,506 39,708,122
Total Liabilities 40,624,691 41,221,048
Net Assets
Invested in Capital Assets 77,770,163 76,999,376
Restricted 5,463,442 5,497,776
Unrestricted 6,400,469 7,294,609
Total Net Assets 89,634,074 89,791,761
Total Net Assets and Liabilities 130,258,765 131,012,809

The breakdown of the Township’s assets between Governmental and Business Units is as
follows:

























































