DATE: July 16, 2010

TO: Terry S. Fedorchak
FROM: Brian McCloskey
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. At this point in our fiscal
year and budget, I am inclined to say that the report is very non-eventful, meaning we are at or
near expectations for most of our major accounts and funds. More information is listed below.

Overall Summary

For the quarter ending June 30, 2010, total Revenues and Expenses were as follows, in thousands,
as compared to their respective budget:

Actual Budget Percentage
TOWNSHIP TOTALS 6/30/10 FY2010 Available Used
Revenues $14,276 $22.216 $ 7,940 64.26%
Expenses $10,352 $24,209 $ 13,857 42.76%

While revenues are recognized at over 62% of budget, it is important to note that our revenues are
received in such a way that the majority, especially in our government funds, are received in the
2™ quarter whereas our expenses are spread more evenly throughout the year. Revenues are
budgeted just less than 1.0% below last year in totality, and are trending lower than revenues at
the same point in the prior year. The primary reason for the revenue decrease in the current year
is the negative returns in our pension funds as compared to the prior year. Most of these losses
were from the month of May, and as the Board may know, the month of May was not kind to
investors. The losses on the Dow Jones Averages were 7.92%, and our investments were
impacted accordingly. If we were to remove the impact of pension fund returns from both years,
the revenue numbers would be very similar. So, revenues are trending within budget, when we
remove the returns of the pension funds. Expenses are tracking within budget for the current year,
and slightly ahead of the prior year at this point. The primary reason for the change is that in
2010, due to the 4™ of July holiday and scheduled accounts payable check runs, we prepared the
township’s fire and ambulance contributions by 6/30, a week sooner than the prior year. When
these timing differences are removed, expenditures are actually in line with prior year, up slightly
at 1.4%. Total expenditures are budgeted 2.4% lower than in the prior year, and at this point,
despite the early winter storm expenses, we expect to be in budget.

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

Actual Actual Amount Percentage
TOWNSHIP TOTALS 6/30/10 6/30/09 Changed Changed
Revenues $14,276 $15,059 -$ 783 - 5.20%

Expenses $10,352 $9,750 $ 602 6.01%



A Further analysis by classification is as follows:

Actual Budget Percentage
GOVERNMENTAL 6/30/10 FY2010 Available Used
Revenues $10,154 $13,865 $3,711 73.23%
Expenses $7,013 $15,025 $ 8,012 46.67%

The primary reason for our revenues exceeding our expenses at this point is simply timing, the
tax bills are sent out to residents and businesses in March and the majority of collections take
place during the 2™ quarter. This will even out as we progress into the 3" and 4™ quarters.

To clarify the increase in expenses year to year, the increase in the Fire fund is approximately
$400,000, the Ambulance is $125,000, and the sewer $250,000, the 1* two due to timing

differences with the prior year.

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

Actual Actual Amount Percentage
TOWNSHIP TOTALS 6/30/10 6/30/09 Changed Changed
Revenues $10,154 $10,671 -$ 517 - 4.84%
Expenses $ 7,013 $5, 928 $1,085 18.30%

A review of our business funds yields the following:

Actual Budget Percentage
BUSINESS 6/30/10 FY2010 Available Used
Revenues $4,122 $8,351 $4,229 49.36%
Expenses $3,339 $9,183 $ 5,844 36.36%

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
slightly behind last years figures when looking at membership numbers, however we are trending
higher in miscellaneous and daily fee sales. Fiscal 2010 is the 1* year where we are selling guest
pass booklets, at a discount, so while that has had a slightly adverse affect on membership sales it
has boosted guest pass sales. We expect to be at or near budget for revenues when the season
ends. You can review the attached pool report (Exhibit D) for details. The sewer system is
performing as expected, revenues and collections are running as planned, just slightly ahead of
the same time in the prior year. There was no rate increase for 2010 in the sewer fund. Expenses
for the sewer system are up when compared to last year, most notably in transmission fees. While
there were no rate increases passed on to the township we did not receive a credit from our
primary provider, Morrissville, as was the case in the past. We fully expect to be in budget for
2010. Makefield Highlands has experienced increased play in the 2™ quarter due in large part to
favorable weather conditions. At the time of the writing of this report, the course is hopeful for
periodic rain. The 2™ quarter months either met or exceeded budget on the revenue side and we
were below budget on the expenditure side for the course. Please review the attached report
(Exhibit E) on the golf course for more details.



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

Actual Actual Amount Percentage
TOWNSHIP TOTALS 6/30/09 6/30/09 Changed Changed
Revenues $4,122 $3,984 $ 138 3.46%
Expenses $3,339 $3,706 -$367 -9.90%

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 2009, general fund revenues exceeded budget by over $300,000,
allowing the township to begin the year with a fund balance of just over $900,000. This will be
highlighted in the township’s audited financial statements.

Real Estate Taxes

Receipts from real estate taxes totaled $7,424,000 for the quarter ending June 30, 2010, this is a
decrease of 4.04% when compared to the same period last year. The township had a no millage
increase in 2010, and the slight decrease is a combination of a slight decrease in the time we
receive the payments (some residents waiting longer to pay) and a slight decrease in the assessed
base, due to tax appeals. We expect to be at or near our budgeted numbers, as we are already over
95% of our collections. The Local Services Tax continues to be collected, we are at
approximately 25% of our budgeted number, and in discussing this with our tax advisor we
expect this number to climb for the 1% 2 years of its existence, until it is engrained in the culture
of those employed in the township. See Exhibit C for an analysis of general fund tax revenues.

Per Capita Taxes

Per Capita taxes are tracking about even with the same time in the prior year, with almost 98% of
budget realized. Our budget has remained the same as last year in this area, and while only 2
through the fiscal year, we have been successful in collecting the current year and delinquent
taxes in this area.

Real Estate Transfer Tax

Revenues from the Real Estate Transfer tax totaled $535,000, an increase of 30%, or over
$124,000 when compared to the prior year. The budget was reduced by 6.5% when compared to
the prior year, and while we track this area and related trends closely, the national outlook for
housing remains volatile, and as mentioned during the budget process, this is an area of concern.
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. Again, this is an area of some concern, while there
have been positive signs in the economy with regards to the housing market, most of the signals
are in the median home value range that is below the typical Lower Makefield home.



The expiring housing credit for 1* time and move-up home buyers is said to have had a lot to do
with recent gains in housing, this next quarter will help determine if there is a positive housing
trend in our township.

At the 2 point in our fiscal year we are just under 50% of budget in this area.
Other Revenues

Other revenues, specifically fees and permits, are at or near the 50% mark of budget, which is an
encouraging sign given the economy and state of housing. With the recent sale of the Matrix
parcel we could see some more activity here in the later part of the fiscal year. Building, electrical
and other permit related fees are $40,000, or 30% higher when compared to the same time in the
prior year. Other items of note that are trending lower are interest earnings, currently 90% less
than the same time last year. We do not expect an upward trend in this category for the near
future.

General Fund Expenditures

Expenditures within the Townships’ general fund are tracking within budget and expectations,
but higher than the previous year. The general fund expenditure budget is 2.7% higher than the
prior year, but the actual expenditures are over 8% higherer, or $300,000. As noted in the 1*
quarter report, the costs of the winter storms have had the largest affect on our budget and the
primary reason for the budget variance. We expect to be at or near budget for this year in the
General Fund.

Assets and Liabilities

The Township’s liquidity position remains strong. Our net cash position stands at approximately
$10.5 million as of June 30, 2010 versus $11.5 million at the same time in the previous year. The
decrease, over 8%, is not unexpected as we continue planned projects from our capital funds. The
issue of note here, is that our capital accounts which have been funded in the past by developers
fees, have very little in new revenues to fund them. See Exhibit B for a more detailed analysis of
our cash position by fund.

Accounts receivable in the current year is trending slightly lower than the prior year, and all other
current assets are within expectations.

Current Liabilities have decreased when compared to the prior year, the main reason is timing of
payables. Long term debt has decreased by over 4% or approximately $1.75 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 comparative balance sheet is displayed below.

Lower Makefield Township
Balance Sheet Analysis
Quarter Ending 6/30/10

Assets

Liabilities

Net Assets

Cash and Cash Equivalents
Other Assets
Capital Assets

Total Assets

Other Liabilities
Long-Term Debt Outstanding
Total Liabilities

Invested in Capital Assets
Restricted
Unrestricted

Total Net Assets

Total Net Assets and Liabilities

Total Government

2010 2009
10,509,476 12,306,867
2,164,708 2,797,327
115,523,278 116,851,669
128,197,462 131,955,863
1,471,385 1,930,527
37,068,938 38,813,938
38,540,323 40,744,465
78,454,340 78,037,731
8,275,622 9,511,117
2,927,177 3,662,550
89,657,139 91,211,398
128,197,462 131,955,863

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

June 30, 2010

Fund Cash Current Reserve/

Number Fund Name Balance Liabilities Net Cash Design Unrestricted
01 General Fund 3,510,527 565,538 2,944,989 36,353 2,908,636
02 Street Light 26,398 2,701 23,697 23,697 -
03 Fire Protection 104,088 1,200 102,888 102,888 -
04 Hydrant 76,656 - 76,656 76,656 -
05 Parks and Rec 582,475 39,748 542,727 542,727 -
06 Parks and Rec FIL 62,294 - 62,294 62,294 -
07 Library 88,203 - 88,203 88,203 -
08 Sewer 499,530 589,902 (90,372) (90,372) -
09 Community Pool 744,689 67,645 677,044 677,044 -
10 Basin Maintenance 49,666 1,903 47,763 47,763 -
11 Traffic Impact 489,431 - 489,431 489,431 -
14 Five Mile Woods (6,497) 4,989 (11,486) (11,486) -
15 Golf Course 224,436 (145,085) 369,521 369,521 -
18 Sewer Cap Reserve 500,000 - 500,000 500,000 -
19 Street Projects 668,553 26,489 642,064 642,064 -
20 Debt Service 814,141 - 814,141 814,141 -
30 Capital reserve 1,248,762 48,435 1,200,327 1,200,327 -
35 Liquid Fuels 442,367 57,196 385,171 385,171 -
40 9-11 Memorial 278,314 24,398 253,916 253,916 -
50 Ambulance 21,774 - 21,774 21,774 -
91 Unemployment Comp 83,669 - 83,669 83,669 -

Totals 10,509,476 1,285,059 9,224,417 6,315,781 2,908,636

EXHIBIT B




LOWER MAKEFIELD TOWNSHIP
REAL ESTATE TAX ANALYSIS

JUNE 10
ADJUSTED %
2010 "BUDGET" 06/30/10 2010
FUND BUDGET | AMOUNT RECEIPTS BUDGET

GENERAL 4,901,833 4,645,107 94.76

FIRE PROTECTION 446,440 428,779 96.04

HYDRANT 136,875 130,042 95.01

PARKS & REC 643,288 609,819 94.80

DEBT SERVICE 1,320,220 1,262,516 95.63

AMBULANCE 124,650 119,105 95.55

7,573,306 7,195,368 95.01

FAV(UNFAV) %

INTERIM & PRIOR: BUDGET | RECEIPTS | VARIANCE | RECEIVED

INTERIM-CURRENT 9,895 1,818 (8,077) 18.37

INTERIM-PRIOR 145 1,003 858 691.72

DELINQUENT 46,395 37,325 (9,070) 80.45

56,435 40,146 (16,289) 71.14

R.E. TRANSFER TAXES: PER CAPITA TAXES:

RECEIPTS @ 06/30/10 534,901 BUDGET RECEIPTS | BALANCE

PLUS AR 192,500 188,289 4,211
534,901

2010 BUDGET 1,145,000 192,500 188,289 4,211
% BUDGET REC'D. 46.72

Exhibit C
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TOWNSHIP OF LOWER MAKEFIELD
BUDGETARY COMPARISON SCHEDULE
GENERAL FUND

Fiscal Quarter Ending June 30, 2010

Variance with

Actual Final Budget
Final GAAP Percentage Positive
Budget Basis Used (Negative)
REVENUES
Taxes 6,458,068 5,384,346 83.37% (1,073,722)
Fees, Licenses and permits 507,915 97,264 19.15% (410,651)
Interest and rents 248,930 162,342 65.22% (86,588)
Intergovernmental revenues 556,884 14,362 2.58% (542,522)
Fines and forfeitures 82,000 69,842 85.17% (12,158)
Charges for services 790,200 619,682 78.42% (170,518)
Contributions 11,900 1,925 16.18% (9,975)
Miscellaneous 17,000 17,556 103.27% 556
TOTAL REVENUES 8,672,897 6,367,319 73.42% (2,305,578)
EXPENDITURES
General Government 1,471,106 799,208 54.33% 671,898
Public Safety 4,057,138 2,036,002 50.18% 2,021,136
Highways and Streets 1,274,555 604,923 47.46% 669,632
Insurance 331,092 144,942 43.78% 186,150
Fringe Benefits 1,786,420 975,749 54.62% 810,671
Miscellaneous - - 0.00% -
Debt Service
Principal - - -
Interest - - -
TOTAL EXPENDITURES 8,920,311 4,560,824 51.13% 4,359,487
EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES (247,414) 1,806,495 -730.15% 2,053,909
OTHER FINANCING SOURCES (USES)
Sale of Capital Assets 2,500 - 0.00% (2,500)
Reimbursement of PY expenditures 33,083 19,229
Transfers In 796,283 230,640 28.96% (565,643)
Transfers Out (880,553) - 0.00% 880,553
TOTAL OTHER SOURCES (USES) (48,687) 249,869 -513.22% 312,410
NET CHANGE IN FUND BALANCE (296,101) 2,056,364 -694.48% 2,366,319
FUND BALANCE AT BEGINNING OF YEAR 916,211 916,211 -
FUND BALANCE AT END OF YEAR 620,110 2,972,575 479.36% 2,366,319

Exhibit F
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