DATE: April 30, 2012

TO: BOARD OF SUPERVISORS
FROM: Terry Fedorchak, Township Manager
RE: 1°" Quarter Finance Report

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

The field work for the 2011 audit is wrapping up and a completed audit report should be available
in June.
Overall Summary

For the quarter ending March 31, 2012, total Revenues and Expenses were as follows, in
thousands, as compared to their respective budget:

Actual Budget Percentage
TOWNSHIP TOTALS 3/31/12 FY2012 Available Used
Revenues $4,695 $25,295 $ 20,600 18.56%
Expenses $4,879 $26,802 $21,923 18.20%

While revenues are recognized at over 18%, it is important to note that the 1% quarter of the
Township’s fiscal year is always light on revenues and expenses. Due to the cyclical nature of our
operations we would never recognize 25% in each quarter. In March of the prior year the
township received our Liquid Fuels allocation as opposed to April (as is the norm) as the
Governor released these funds early to assist local governments with expenses related to the
winter storms of 2011. We expected our allocation in April of 2012. Revenues received this year
are tracking slightly higher than last year and this is despite not having our Liquid Fuels
allocation yet, the primary reason for the increase is due to market value returns in our pension
plans. Expenses are tracking significantly higher than last year in total and all can be attributed to
capital spending within our sewer system. We would normally expect expenses to exceed
revenues in the 1% quarter each year so our data is not alarming.

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

Actual Actual Amount Percentage
TOWNSHIP TOTALS 3/31/12 331111 Changed Changed
Revenues $4,695 $4,211 $ 484 + 11.49%

Expenses $4,879 $3,556 $1,323 + 37.20%



We continue to monitor both revenues and expenses very closely, and it should be noted that the
economic climate, while showing sings of stability, is still volatile. We have been patiently
waiting to see some stabilization in the Real Estate Deed Transfer tax activity and related housing
market, but the market itself continues to be unpredictable. Interest rates continue to be at historic
lows, and while this hurts us on the interest revenue side, it helps us to a greater extent on the
interest expense side. Moving our banking services to First Federal will help our interest rate
returns.

A Further analysis by classification is as follows, removing the activity of our pension plans:

Actual Budget Percentage
GOVERNMENTAL 3/31/12 FY2012 Available Used
Revenues $1,884 $15,532 $ 13,648 12.13%
Expenses $2,620 $16,469 $ 13,849 15.90%

The primary reason for our expenses exceeding our revenues is simply timing, a large portion of
our real estate tax revenue is received in April, May and June each year.

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

Actual Actual Amount Percentage
GOVERNMENT 3/31/12 3/31/11 Changed Changed
Revenues $1,883 $2,468 $ -585 -23.70%
Expenses $2,620 $2,549 $§ 7 2.79%

A review of our business funds yields the following:

Actual Budget Percentage
BUSINESS 3/31/12 FY2011 Available Used
Revenues $1,852 $9,762 $7,910 18.97%
Expenses $2,067 $10,333 $ 8,266 20.00%

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 is performing
behind of last years figures, by over 4.5%. Membership numbers are trending lower than the
previous year, although it is very early in the year. You can review the attached pool report
(Exhibit D) for further details. We expect revenues in the current fiscal year to meet budget and
exceed last year, as the pool has been a consistent performer for the township. The sewer system
is performing as expected, revenues and collections are running as planned. Expenses for the
sewer system have increased when compared to last year, most notably in transmission fees and
planned capital spending. Our vendors are more timely in their billing to us, and we in turn have
paid the expenses when invoiced. These expenditures in the Sewer Capital Reserve are the
primary reason why business expenses have increased this year versus the prior year. Makefield
Highlands has experienced a better start in 2012 than in 2011 thanks in part to a very mild and
dry winter. The course did not experience any weather related closures as it has the past several
years. In April it appears the course is on its way to making budget again thanks in part to the
weather being more conducive to playing.



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

Actual Actual Amount Percentage
TOWNSHIP TOTALS 3/31/12 3/31/11 Changed Changed
Revenues $1,852 $1,743 $ 109 6.25%
Expenses $2,067 $1,007 $1,060 105.26%

SPECIFIC HIGHLIGHTS

The following are specific items from our General Fund which we are highlighting in our report.
One item of note is that during 2011, general fund revenues exceeded budget by almost 3500,000,
as a result our ending fund balance was higher than originally expected, and finished the year
with over $1,600,000 in our fund balance. This will be highlighted in the township’s audited
financial statements.

Real Estate Taxes

There was no tax increase again in 2012 from 2011. Receipts from real estate taxes totaled
$1,092,000 for the quarter ending March 31, 2012, this is an increase of just under 1% when
compared to the same period last year. While there is no increase in the budgeted revenues from
real estate taxes, this increase is positive in that the economy is still very volatile and our
collections are holding steady at over 98.5% collectively. We fully expect to reach our budgeted
numbers. Fiscal year 2012 is the g year for the Local Services Tax, and we have received
approximately $237,000 in the prior year and are planning on a similar amount for 2012. Real
Estate tax receipts are 14.35% of their respective budget, and this is expected since during the
first quarter of the new year the billing does not begin until well into March. See Exhibit C 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, approximately 14.5% of budget.
Our budget has remained the same as last year in this area, and while only % through the fiscal
year, we fully expect to meet our budgeted numbers.

Real Estate Transfer Tax

Revenues from the Real Estate Transfer tax totaled $134,000, a decrease of 19%, or over $31,000
when compared to the prior year. The budget has remained the same when compared to the prior
year, and while we track this area and related trends closely, the national outlook for housing
remains weak. We continue to hope that this area will begin to stabilize at some point but it
appears we will be looking to get in the $800,000 to $900,000 range this year. Please see the
attached Exhibit A for a graph of the real estate transfer tax trends, and Exhibit A-1 for the
financial detail within this category. What is interesting and displayed in the chart, February and
March are the two lowest months for transfer tax collection, and during the next 6 months, we
will encounter 4of the 6 highest grossing months (on average) for this category.



Other Revenues

Other revenues, specifically fees and permits, are within budget and prior year figures, with the
1* quarter of our fiscal year generally being one of the slower quarters. All items appear within
budget or slightly behind at this point. We will have to watch this area very closely, if the housing
market remains weak, these revenue items could drop proportionately.

Assets and Liabilities

The Township’s liquidity position remains fairly strong. Our cash position stands at
approximately $6.3 million as of March 31, 2012 versus $5.8 million at the same time in the
previous year. The increase, over 8%, is due primarily to the 2011 General Fund results which
had revenues exceed expenses by approximately $500,000. See Exhibit B for a more detailed
analysis of our cash position by fund.

Accounts receivable in the current year is higher than the same as the prior year, there is a slight
decrease of 4.5% or $87,000.

Current Liabilities have increased by over $700,000 this is due to a timing difference in our sewer
payables. As mentioned earlier our vendors are more timely in billing us and as required, we book
and pay these bills when due. Long term debt has decreased by almost 3% or approximately
$700,000 million due to expected debt service payments. 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 final analysis is included as Exhibit F, and it details our actual versus budget for the general
fund.
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Lower Makefield Township

Net Cash Balances

March 31, 2012

Fund Cash Current Reserve/

Number Fund Name Balance Liabilities Net Cash Desig_;n Unrestricted
01 General Fund 1,182,065 91,023 1,091,042 37,788 1,053,254
02 Street Light (4,251) 4,414 (8,665) (8,665) -
03 Fire Protection 186,363 1,200 185,163 185,163 -
04 Hydrant (11,064) - (11,064) (11,064) -
05 Parks and Rec 172,616 27,851 144,765 144,765 -
06 Parks and Rec FIL 57,293 - 57,293 57,293 -
07 Library 88,562 - 88,562 88,562 -
08 Sewer 601,245 479,814 121,431 121,431 -
09 Community Pool 651,848 2,608 649,240 649,240 -
10 Basin Maintenance - - - - -
11 Traffic Impact 429,462 3,675 425,787 425,787 -
15 Golf Course 565,862 11,489 554,373 554,373 -
18 Sewr Capital Reserve 145,911 48,090 97,821 97,821
19 Street Projects 475,757 7,655 468,102 468,102 -
20 Debt Service 979,858 - 979,858 979,858 -
30 Capital reserve 320,641 71,148 249,493 249,493 -
35 Liquid Fuels 153,602 528 153,074 153,074 -
40 9-11 Memorial 127,491 5,339 122,152 122,152 -
50 Ambulance 51,520 = 51,520 51,520 -
91 Unemployment Comp 55,494 - 55,494 55,494 -

Totals 6,230,275 754,834 5,475,441 4,422,187 1,053,254

EXHIBIT B




LOWER MAKEFIELD TOWNSHIP
REAL ESTATE TAX ANALYSIS

MARCH 12
ADJUSTED %
2012 "BUDGET" | 03/31/12 2011
FUND BUDGET | AMOUNT | RECEIPTS | BUDGET
GENERAL 5,273,000 | 5,273,000 759,033 14.39
FIRE PROTECTION 449,740 449,740 65,060 14.47
HYDRANT 136,875 136,875 20,373 14.88
PARKS & REC 646,000 646,000 92,530 14.32
DEBT SERVICE 985,000 985,000 137,349 13.94
AMBULANCE 124,650 124,650 18,072 14.50
7,615,265 | 7,615,265 1,092,417 14.35
FAV(UNFAV) %
INTERIM & PRIOR: BUDGET | RECEIPTS | VARIANCE | RECEIVED
INTERIM-CURRENT 9,800 0 (9,800) 0.00
INTERIM-PRIOR 3,230 222 (3,008) 6.87
DELINQUENT 70,545 12,245 (58,300) 17.36
83,575 12,467 (71,108) 14.92
LOCAL SVCS TAX 200,000 50,758 (149,242) 25.38%
R.E. TRANSFER TAXES: PER CAPITA TAXES:
RECEIPTS @ 03/31/12 103,997 __ BUDGET RECEIPTS | BALANCE
PLUS AR 202,500 174,644 27.856
103,997
2012 BUDGET 1,045,000 202,500 174,644 27,856
% BUDGET REC'D. 9.95%

Exhibit C
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TOWNSHIP OF LOWER MAKEFIELD

BUDGETARY COMPARISON SCHEDULE

GENERAL FUND
Fiscal Quarter Ending March 31, 2012

REVENUES
Taxes
Fees, Licenses and permits
Interest and rents
Intergovernmental revenues
Fines and forfeitures
Charges for services
Contributions
Miscellaneous

TOTAL REVENUES

EXPENDITURES
General Government
Public Safety
Highways and Streets
Insurance
Fringe Benefits
Miscellaneous

TOTAL EXPENDITURES

EXCESS (DEFICIENCY) OF REVENUES

OVER EXPENDITURES

OTHER FINANCING SOURCES (USES)
Sale of Capital Assets

Reimbursement of Prior Yr Expenses

Transfers In
Transfers Out

TOTAL OTHER SOURCES (USES)

NET CHANGE IN FUND BALANCE

FUND BALANCE AT BEGINNING OF YEAR

FUND BALANCE AT END OF YEAR

Variance with

Actual Final Budget
Final GAAP Percentage Positive
Budget Basis Used (Negative)
6,776,500 949,723 14.01% (5,826,777)
1,020,560 115,263 11.29% (905,297)
307,460 66,088 21.49% (241,372)
547,566 16,694 3.05% (530,872)
132,000 16,774 12.71% (115,226)
536,100 107,067 19.97% (429,033)
2,100 1,845 87.86% (255)
45,400 32,638 71.89% (12,762)
9,367,686 1,306,092 13.94% (8,061,594)
1,990,825 541,045 27.18% 1,449,780
4,200,560 1,015,403 24.17% 3,185,157
1,082,450 246,587 22.78% 835,863
326,000 81,346 24.95% 244,654
1,403,000 302,378 21.55% 1,100,622
5,000 676 0.00% 4,324
9,007,835 2,187,435 24.28% 6,820,400
359,851 (881,343) -244.92% (1,241,194)
- - #DIV/0! E
59,000 17115
408,405 115,840 28.36% (292,565)
(1,116,171) - 0.00% 1,116,171
(648,766) 132,955 -20.49% 823,606
(288,915) (748,388) 259.03% (417,588)
1,119,000 1,616,638 -
830,085 868,250 104.60% (417,588)

Exhibit F



