Township of Lower Makefield

DATE.: August 9, 2011

TO: Board of Supervisors
FROM: Terry Fedorchak
RE: Finance 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, [ am inclined to say that the report is somewhat non-eventful, meaning we are at
or near expectations for most of our major accounts and funds, with a few exceptions that are
noted here and in the accompanying schedules. See below.

Overall Summary

For the quarter ending June 30, 2011, total Revenues and Expenses were as follows, in thousands,
as compared to their respective budget:

Actual Budget Percentage
TOWNSHIP TOTALS 6/30/11 FY2011 Available Used
Revenues $15,364 $24,147 $ 8,782 63.63%
Expenses $10,449 $24,889 $ 14,440 42.14%

While revenues are recognized at almost 64% 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 8.69.% above last year in totality, or approximately $1.930 million. The primary reason
for the budgeted revenue increase in the current year is from the sewer rate increase for fiscal
year 2011 (20%) and the RACP grant worth $1 million. Revenues are trending higher than
expected in large part due to the sewer rate increase, the sale of ElIm Lowne and the returns of the
pension plans. The year over year increase related to income from the pension plans is
approximately $700,000 of the $900,000. At the time of this writing, the volatility that has
plagued Wall Street has all but removed those 6 month gains. Expenses are tracking within
budget for the current year, and slightly ahead of the prior year at this point. The Expenses of the
township were budgeted 3% higher in 2011 than in 2010, all of which can be related to planned
capital projects within the Sewer Fund and Capital Reserve Fund.

Expenses for the government funds are down over 5% when compared to the prior year, as we are
seeing savings in personnel costs, related benefits and primarily insurance premiums on the health
care side. These savings are offset by increases in the business funds by an almost equal dollar
amount, mainly in the sewer fund with the planned capital projects.
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Overall expenses are about even with last year and all indications are that we will remain at or
near budgeted levels.

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

Actual Actual Amount Percentage
TOWNSHIP TOTALS 6/30/11 6/30/10 Changed Changed
Revenues $15,364 $14,438 $ 926 6.40%
Expenses $10,449 $10,352 $--97 01%
A Further analysis by classification is as follows:

Actual Budget Percentage
GOVERNMENTAL 6/30/11 FY2011 Available Used
Revenues $11,042 $14,719 $3,677 75.02%
Expenses $6,335 $15,201 $ 8,866 41.67%

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.

As mentioned above, expenses are budgeted 3% higher in the current year than the prior year,
with the increases coming in capital projects.

A comparison of the current and prior fiscal years for our Government funds yields the following:

Actual Actual Amount Percentage
TOWNSHIP TOTALS 6/30/11 6/30/10 Changed Changed
Revenues $11,043 $10,321 $ 722 7.44%
Expenses $ 6,335 $ 6,697 -$ 362 -5.40%

As mentioned previously, the year over year increase is primarily due to returns in our pension
programs.

A review of our business funds yields the following:

Actual Budget Percentage
BUSINESS 6/30/11 FY2011 Available Used
Revenues $4,322 $9,428 $5,106 46.36%
Expenses $3,821 $9.688 $5,867 39.36%

The Township’s business enterprises are comprised of the Community Pool, the Sewer System
and Makefield Highlands Golf Course. We will address each individually:

Township Pool - At this point in our fiscal year, the pool is performing slightly behind last years
figures when looking at membership numbers. We have experienced a steady decline in total
membership numbers since 2007, most notably in the family memberships. Since the high point
in memberships (2007) we have seen a 10% decline in total membership. I think that alternative
sources of revenues/memberships should be explored. Fiscal 2011 is the 2nd year where we are



selling guest pass booklets, and these numbers are down when compared to the prior year as well,
by 37%. You can review the attached pool report (Exhibit D) for further details.

Township Sewer System - The sewer system is performing as expected, revenues and collections
are running as planned, ahead of the same time in the prior year due to the rate increase passed
with the 2011 budget. This increase was planned to continue to fund the Sewer Capital Reserve
Fund. Fiscal 2011 will be the 2™ consecutive year where we fund the Sewer Capital Reserve
Fund. Expenses for the sewer system are running about even when compared to last year, and this
is a positive sign, although rate increases from our 3™ party vendors is not uncommon and we
need to be wary of this at any time. We expect to be at or near budget for 2011.

Makefield Highlands Golf Course — 2011 is becoming a challenging year for the township
owned golf course. Although June revenues were the highest in the last 3 years, aggregate
revenue still trails 2010 receipts. An important part of the courses revenues, corporate outings,
have not returned to the levels seen in fiscal 2007 and 2008, and that is proving to be an elusive
customer at this point in time. Rounds are down almost 12% when compared to the prior year,
which seems to be a result of poor weather in the months of May and June. Please review the
attached report (Exhibit E) on the golf course for more details.

A comparison of the current and prior fiscal years for our Business funds yields the following:

Actual Actual Amount Percentage
TOWNSHIP TOTALS 6/30/11 6/30/10 Changed Changed
Revenues $4,322 $4,117 $ 205 5.34%
Expenses $3,821 $3,339 $ 482 14.90%

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 2010, general fund revenues exceeded budget by over $300,000,
allowing the township to begin the year with a fund balance of over 81,100,000. This will be
highlighted in the township’s audited financial statements.

Real Estate Taxes

Receipts from real estate taxes totaled $7,272,000 for the quarter ending June 30, 2011, this is an
increase of 1.04% when compared to the same period last year. The township had a no millage
increase in 2011, and the slight increase is a combination of an increase in the time we receive the
payments (some residents taking advantage of the discount period) 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
over 50% 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. Fiscal year 2011 is the 2™ year of this tax. 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 95% 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 $341,000, a decrease of 36%, or over
$194,000 when compared to the prior year. The budget was reduced by 9% when compared to the
prior year, and while we track this area and related trends closely, the national outlook for
housing remains weak. There is construction on-going in the township, albeit at a slow pace, and
we need to watcht this area closely as we are trending behind the 2009 level, our lowest on
record. 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.

At the %2 point in our fiscal year we are at 33% of budget in this area.
Other Revenues

Other revenues, specifically fees and permits, are between 40% (building permits) and 50%
(other permits and fees, plumbing) of budget, which is an encouraging sign given the economy
and state of housing. With the recent sale of the Matrix parcel we have seen some more activity
here and expect that to increase in the later part of the fiscal 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,
and lower than the previous year. The general fund expenditure budget is 3% higher than the
prior year, but the actual expenditures are 7% lower, or $340,000. As noted earlier, we are
experiencing savings in benefit costs and other areas. 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 gross cash position stands at
approximately $11.8 million as of June 30, 2011 versus $10.5 million at the same time in the
previous year. The increase, approximately 128%, is not unexpected as we had the sewer rate



increase and the grant revenue begin to be realized in this quarter. 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. We have also begun to realize the savings from the 2 bond refinancing’s that were done in
2010.

A comparative balance sheet is displayed below.

Lower Makefield Township
Balance Sheet Analysis
Quarter Ending 6/30/11
Total Government
Assets 2011 2010
Cash and Cash Equivalents 11,758,542 10,509,476
Other Assets 2,534,704 2,164,708
Capital Assets 114,190,913 115,523,278
Total Assets i 128,484,159 128,197,462
Liabilities
Other Liabilities 1,468,347 1,471,385
Long-Term Debt Outstanding 35,423,938 37,068,938
Total Liabilities 36,892,285 38,540,323
Net Assets
Invested in Capital Assets 78,766,975 78,454,340
Restricted 9,677,112 8,275,622
Unrestricted 3,147,787 2927177
Total Net Assets 91,591,874 89,657,139
Total Net Assets and Liabilities 128,484,159 128,197,462

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, 2011

Fund Cash Current Reserve/

Number Fund Name Balance Liabilities Net Cash Design Unrestricted
01 General Fund 4,263,577 202,797 4,060,780 37,788 4,022,992
02 Street Light 21,714 3,519 18,195 18,195 -
03 Fire Protection 516,703 340,201 176,502 176,502 -
04 Hydrant 70,828 - 70,828 70,828 -
05 Parks and Rec 573,140 15,851 557,289 557,289 -
06 Parks and Rec FIL 50,135 - 50,135 50,135 -
07 Library 88,239 - 88,239 88,239 -
08 Sewer 712,657 551,464 161,193 161,193 -
09 Community Pool 635,498 29,648 605,850 605,850 -
10 Basin Maintenance 9,164 - 9,164 9,164 -
11 Traffic Impact 442,098 675 441,423 441,423 -
15 Golf Course 614,779 183,030 431,749 431,749 -
18 Sewr Capital Reserve 333,492 161,359 172,133 172,133
19 Street Projects 553,809 16,686 537,123 - 537,123
20 Debt Service 1,360,647 - 1,360,647 1,360,647 -
30 Capital reserve 705,462 18,263 687,199 - 687,199
35 Liquid Fuels 421,305 2,200 419,105 419,105 -
40 9-11 Memorial 172,852 4,253 168,599 168,599 -
50 Ambulance 148,935 124,650 24,285 24,285 -
91 Unemployment Comp 63,508 258 63,250 63,250 -

Totals 11,758,542 1,654,854 10,103,688 4,856,374 5,247,314

EXHIBIT B




LOWER MAKEFIELD TOWNSHIP
REAL ESTATE TAX ANALYSIS
June 30, 2011

ADJUSTED %
2011 "BUDGET" 06/30/11 2011
FUND BUDGET AMOUNT RECEIPTS BUDGET
GENERAL 5,273,000 5,273,000 5,009,696 95.01
FIRE PROTECTION 446,440 446,440 429,403 96.18
HYDRANT 136,875 136,875 130,112 95.06
PARKS & REC 646,000 646,000 610,706 94.54
DEBT SERVICE 995,000 995,000 906,516 91.11
AMBULANCE 124,650 124,650 119,278 95.69
7,621,965 7,621,965 7,205,711 94.54
FAV(UNFAV) %
INTERIM & PRIOR: BUDGET RECEIPTS VARIANCE RECEIVED
INTERIM-CURRENT 5,615 2,845 (2,770) 50.67
INTERIM-PRIOR 337 821 484 243.62
DELINQUENT 45,855 62,013 16,158 135.24
51,807 65,679 13,872 126.78
LOCAL SVCS TAX 130,000 103,609 26,391 79.70%
R.E. TRANSFER TAXES: PER CAPITA TAXES:
RECEIPTS @ 06/30/11 286,304 BUDGET RECEIPTS BALANCE
PLUS AR 201,500 190,729 10,771
286,304
2011 BUDGET 1,045,000 201,500 190,729 10,771
% BUDGET REC'D. 27.40%

Exhibit C
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TOWNSHIP OF LOWER MAKEFIELD
BUDGETARY COMPARISON SCHEDULE
GENERAL FUND

Fiscal Quarter Ending June 30, 2011

Variance with

Actual Final Budget
Final GAAP Percentage Positive
Budget Basis Used (Negative)
REVENUES
Taxes 6,681,735 5,632,446 84.30% (1,049,289)
Fees, Licenses and permits 911,352 363,100 39.84% (548,252)
Interest and rents 279,736 161,532 57.74% (118,204)
Intergovernmental revenues 537,910 49,284 9.16% (488,626)
Fines and forfeitures 111,100 75,869 68.29% (35,231)
Charges for services 494,100 455,644 92.22% (38,456)
Contributions 2,100 500 23.81% (1,600)
Miscellaneous 47,900 17,282 36.08% (30,618)
TOTAL REVENUES 9,065,933 6,755,657 74.52% (2,310,276)
EXPENDITURES
General Government 2,028,405 1,007,513 49.67% 1,020,892
Public Safety 4,001,198 1,888,832 47.21% 2,112,366
Highways and Streets 1,138,645 575,998 50.59% 562,647
Insurance 324,390 161,811 49.88% 162,579
Fringe Benefits 1,531,800 579,762 37.85% 952,038
Miscellaneous 10,000 2,223 0.00% TTTT
TOTAL EXPENDITURES 9,034,438 4,216,139 46.67% 4,818,299
EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES 31,495 2,539,518 8063.24% 2,508,023
OTHER FINANCING SOURCES (USES)
Sale of Capital Assets 2,500 - 0.00% (2,500)
Reimbursement of Prior Yr Expenses 45,000 34,591
Transfers In 472,367 223,680 47.35% (248,687)
Transfers Out (717,490) - 0.00% 717,490
TOTAL OTHER SOURCES (USES) (197,623) 258,271 -130.69% 466,303
NET CHANGE IN FUND BALANCE (166,128) 2,797,789 -1684.12% 2,974,326
FUND BALANCE AT BEGINNING OF YEAR 1,119,000 1,119,000 -
FUND BALANCE AT END OF YEAR 952,872 3,916,789 411.05% 2,974,326
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