DATE: April 16, 2008

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.

Overall Summary

For the quarter ending March 31, 2008, total Revenues and Expenses were as follows, in
thousands, as compared to their respective budget:

Actual
TOWNSHIP TOTALS 3/31/08
Revenues $3,083
Expenses $4,916

Budget Percentage
FY2008 Available Used
$21,948 $ 18,865 14.04%
$24,792 $ 19,876 19.83%

While revenues are recognized at just 14%, 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. Revenues are budgeted 5% higher
than last year and are behind the same point in the prior year. Collections of real estate tax
revenues are running behind last years schedule as of 3/31, but at the time of this writing they

have rebounded and we are within expectations. Discussions with the tax collector have disclosed

that this is a county-wide phenomenon with the uncertainty surrounding the economy. While
expenses are under budget and within expectations, 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

our first quarter expenditures. Total expenditures are budgeted less than the previous year, to the

amount of 1.1%.

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

Actual
TOWNSHIP TOTALS 3/31/08
Revenues $3,083
Expenses $4,916

Actual Amount Percentage
3/31/07 Changed Changed
$3,800 -$717 - 18.87%
$3,878 $ 1,038 26.76%

While a decrease in revenues and an increase in expenditures year over year is never a positive
trend, both are explainable as indicated above. With the exception of the Real Estate Deed
Transfer Tax, there is nothing to indicate we won’t meet budgeted expectations on the revenue
side and all items within the expenditures are within expectations as well.

We fully expect fiscal year 2008 to be challenging with regard to the Deed Transfer Tax revenue
line item as the nationwide housing slump has reached Lower Makefield Township.



A Further analysis by classification is as follows:

Actual Budget Percentage
GOVERNMENTAL 3/31/08 FY2008 Available Used
Revenues $1,606 $13,893 $ 12,287 11.55%
Expenses $3,718 $16,278 $ 12,560 22.84%

The primary reason for our expenses exceeding our revenues 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 after March 31%. Also, the $1 million purchase of the open space item has inflated the
expenses in this quarter.

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

Actual Actual Amount Percentage
TOWNSHIP TOTALS 3/31/08 3/31/07 Changed Changed
Revenues - $1,606 $2,281 -$675 -29.59%
Expenses $3,718 $2,265 $ 1,453 64.15%

A review of our business funds yields the following:

Actual Budget Percentage
BUSINESS 3/31/08 FY2008 Available Used
Revenues $1,477 $8,055 $ 6,578 18.34%
Expenses $1,197 $8,514 $7,317 14.06%

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 better than expected, with revenues and expenses higher than last year by 13.9% and 3%
respectively, and this compares favorably with the budgeted expectations. For clarification
purposes, the new pool membership system which is in the implementation stages, has played a
significant role in getting members to register and pay sooner than this time last year. You can
review the attached pool report (Exhibit D) for details. While we expect revenues in the current
fiscal year to meet budget and exceed last year, we do expect the current difference of almost
14% to stabilize. The sewer system revenues have declined slightly from the same time last year,
by 3.86% and the expenses related to the sewer operation have decreased significantly over the
same time last year, (over 20%) but within budget and expectations. The primary reason for the
decrease in expenses at this point is that our transmission fees have declined from our major
provider, and this is due to a reconciliation from 2007 fees. Makefield Highlands has experienced
a positive 1* quarter with 2 of the 3 months exceeding budget, and the course is off to a good
start. 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 3/31/08 3/31/07 Changed Changed
Revenues $1,477 $1,519 -8 42 -2.76%

Expenses $1,197 $1,253 -$56 -4.47%



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 $942,000 for the quarter ending March 31, 2008, this is a
decrease of 8.27% when compared to the same period last year, and while not positive news,
further investigation yielded that this is a growing trend both locally and nationally. It is
important to note that at the time of this memo, tax receipts have surpassed prior years numbers,
signaling that residents and banks are waiting longer to pay their tax bills, and still getting them
paid in the discount period, which ends April 30". We fully expect to reach our budgeted
numbers, but as the receipts indicate, payments are being received at a slower pace. Real Estate
tax receipts are 11.76% 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.

Per Capita Taxes

Per Capita taxes are tracking at the same rate as real estate tax receipts, behind by approximately
$24,000 from the same point in time as the previous year. 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 $261,000, a decrease of 24%, or over $81,000
when compared to the prior year. The budget was reduced slightly from the prior year, and while
we track this area and related trends closely, the national outlook for housing remains weak, and
as mentioned during the budget process, this is an area of concern. Is seems that Lower Makefield
Township may have been insulated to some degree in this area in the past, however currently it
appears that we are affected much the same as other areas of the region and country. 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 ahead at this point.

General Fund Expenditures

Expenditures within the Townships’ general fund are tracking approximately 3% lower than the
same period in the prior year, and this is a positive sign as the budget has an expected increase of
1.4% increase. 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 $7.5 million as of March 31, 2008 versus $12 million at the
same time in the previous year. The decrease, over 37%, is expected and planned as the majority
of the decrease can be traced to three funds, sewer, street projects and capital reserve. These three
funds have all decreased by $1 million or more each, and as mentioned this was planned as many
projects have taken place during the 12 months between reports. This also highlights the fact that
our revenue source for the two capital funds, street projects and capital reserve, mainly from
developers fees and contributions, has diminished greatly.

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

Accounts receivable is lower in the current year by 22.08% or $379,000, this is a positive trend as
we are collecting monies due in a more timely fashion.

Current Liabilities have decreased by over 30%, due primarily to the recognizing of deferred
revenues from several grants in the prior year and paying of our 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 3/31/08
Total Government
Assets 2008 2007
Cash and Cash Equivalents 7,553,576 12,043,411
Other Assets 2,291,433 2,495,441
Capital Assets 116,375,625 115,800,233
Total Assets 126,220,634 130,343,098
Liabilities
Other Liabilities 2,287,676 2,649,717
Long-Term Debt Outstanding 41,213,897 42,688,673
Total Liabilities 43,501,573 45,338,390
Net Assets
Invested in Capital Assets 75,161,728 71,959,867
Restricted 5,295,793 5,836,769
Unrestricted 2,261,540 5,936,655
Total Net Assets 82,719,061 83,733,301
Total Net Assets and Liabilities 126,220,634 130,343,098

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

follows:




Lower Makefield Township
Balance Sheet Analysis

Quarter Ending 3/31/08
Govermental Activities
Assets 2008 2007
Cash and Cash Equivalents 3,471,293 7,241,545
Other Assets 1,103,837 1,086,499
Capital Assets 79,936,547 79,706,572
‘Total Assets 84,513,685 .88,034,616
Liabilities
Other Liabilities 1,500,914 2,649,717
Long-Term Debt Outstanding 17,163,603 17,873,373
Total Liabilities 18,664,517 20,523,090
Net Assets
Invested in Capital Assets 60,144,524 61,089,269
Restricted 5,295,783 5,836,769
Unrestricted 408,862 585,488
Total Net Assets 65,849,169 67,511,526
Total Net Assets and Liabilities 84,513,685 88,034,616
Business-Type Activities
Assets 2008 2007
Cash and Cash Equivalents 4,082,283 4,801,866
Other Assets 1,187,596 1,408,942
Capital Assets 36,439,078 36,093,661
Total Assets 41,710,965 42,304,469
Liabilities
Other Liabilities 786,762 1,269,403
Long-Term Debt Outstanding 24,050,294 24,815,300
Total Liabilities 24,837,056 26,084,703
Net Assets
Invested in Capital Assets 15,019,223 10,870,597
Restricted - -
Unrestricted 1,852,678 5,349,169
Total Net Assets 16,871,901 16,219,766
Total Net Assets and Liabilities 41,710,965 42,304,469

A final analysis is included as Exhibit C, and it details our actual versus budget for the general
fund.
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Lower Makefield Township

Net Cash Balances

June 30, 2007

Fund Cash Current Reserve/

Number Fund Name Balance Liabilities Net Cash Design Unrestricted
01 General Fund 501,752 100,968 400,784 37,270 363,514
02 Street Light 84,630 435 84,195 84,195 -
03 Fire Protection 61,736 1,241 60,495 60,495 -
04 Hydrant 21,259 - 21,259 21,259 -
05 Parks and Rec 48,319 19,861 28,458 28,458 -
06 Parks and Rec FIL 40,949 - 40,949 40,949 -
07 Library 86,033 - 86,033 86,033 -
08 Sewer 1,107,127 434,446 672,681 672,681 -
09 Community Pool 844,622 15,073 829,549 829,549 -
10 Basin Maintenance 303,634 955 302,679 302,679 -
11 Traffic Impact 862,221 755 861,466 861,466 -
14 Five Mile Woods 14,431 1,758 12,673 12,673 -
15 Golf Course 771,665 202,001 569,664 569,664 -
19 Street Projects 570,111 17,682 552,429 552,429 -
20 Debt Service 233,423 - 233,423 233,423 -
30 Capital reserve 1,474,271 147,888 1,326,383 1,326,383 -
35 Liquid Fuels 70,269 5,968 64,301 64,301 -
40 9-11 Memorial 337,997 350 337,647 337,647 -
50 Ambulance 35,400 - 35,400 35,400 -
91 Unemployment Comp 83,717 - 83,717 83,717 -

Totals 7,553,566 949,381 6,604,185 6,240,671 363,514

EXHIBIT B




LOWER MAKEFIELD TOWNSHIP
REAL ESTATE TAX ANALYSIS

MARCH 08
ADJUSTED %
2008 "BUDGET" 03/31/08 2008
FUND BUDGET | AMOUNT RECEIPTS | BUDGET
GENERAL 4,776,833 561,964 11.76
FIRE PROTECTION 324,086 38,450 11.86
HYDRANT 137,363 15,863 11.55
PARKS & REC 768,000 90,506 11.78
DEBT SERVICE 1,320,220 156,758 11.87
AMBULANCE 124,650 14,789 11.86
7,451,152 878,330 12
‘ FAV(UNFAV) %
INTERIM & PRIOR: BUDGET | RECEIPTS | VARIANCE | RECEIVED
INTERIM-CURRENT 17,651 2,735 (14,916) 15.49
INTERIM-PRIOR 2,617 (2,617) 0.00
DELINQUENT 57,281 2,164 (55,117) 3.78
77,549 4,899 (72,650) 6.32
R.E. TRANSFER TAXES: PER CAPITA TAXES:

RECEIPTS @ 03/31/08 261,226 BUDGET RECEIPTS | BALANCE
PLUS AR 203,500 58,213 145,287

261,226
2008 BUDGET 1,400,000 203,500 58,213 145,287

% BUDGET REC'D. 18.66

Exhibit C
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TOWNSHIP OF LOWER MAKEFIELD
BUDGETARY COMPARISON SCHEDULE
GENERAL FUND

Fiscal Quarter Ending March 31, 2008

Variance with

Actual Final Budget
Final GAAP Percentage Positive
Budget Basis Used (Negative)
REVENUES
Taxes 6,419,833 847,668 13.20% (5,572,165)
Fees, Licenses and permits 870,528 105,374 12.10% (765,154)
Interest and rents 398,336 52,683 13.23% (345,653)
Intergovernmental revenues 270,038 15,524 5.75% (254,514)
Fines and forfeitures 89,000 21,066 23.67% (67,934)
Charges for services 273,628 30,752 11.24% (242,876)
Contributions 1,250 752 60.16% (498)
Miscellaneous 341,699 34,465 10.09% (307,234)
TOTAL REVENUES 8,664,312 1,108,284 12.79% (7,556,028)
EXPENDITURES
General Government 1,776,371 454,639 25.59% 1,321,732
Public Safety 3,688,322 804,548 21.81% 2,883,774
Highways and Streets 1,211,166 252,183 20.82% 958,983
Insurance 326,075 174,758 53.59% 151,317
Fringe Benefits 1,593,859 358,557 22.50% 1,235,302
Miscellaneous 10,000 467 4.67% 9,533
Debt Service
Principal - - -
Interest - - -
TOTAL EXPENDITURES 8,605,793 2,045,152 23.76% 6,560,641
EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES 58,519 (936,868) -1600.96% (995,387)
OTHER FINANCING SOURCES (USES)
Sale of Capital Assets 1,000 - 0.00% (1,000)
Transfers In 324,055 81,015 25.00% (243,040)
Transfers Out (585,512) B 0.00% 585,512
TOTAL OTHER SOURCES (USES) (260,457) 81,015 -31.10% 341,472
NET CHANGE IN FUND BALANCE (201,938) (855,853) 423.82% (653,915)
FUND BALANCE AT BEGINNING OF YEAR 1,069,783 1,069,783 -
FUND BALANCE AT END OF YEAR 867,845 213,930 24.65% (653,915)

Exhibit F



Lower Makefield Township
Legal Fee Analysis
Fiscal 2008

Lower Makefield Township 2008 Le

al Summary

2008 2008 Balance % Budget 2007 2007-2008 Percent

Fund Budget Ytd - Exp Available Spent Exp Ytd Change Change
General Legal Fees 125,000.00 | 42,398.21 82,601.79 33.92%| 38,857.58 3,540.63 9.11%
Zoning Hearing Board 30,000.00 | 11,966.72 18,033.28 39.89%| 1,545.90 | 10,420.82 674.09%
Airport Project 10,000.00 467.00 9,533.00 4.67%| 8,183.70 | (7,716.70) -94.29%

P&R Legal Fees 5,000.00 - 5,000.00 - -

Sewer Legal Fees 16,500.00 4,925.40 11,574.60 29.85%| 3,310.00 1,615.40 48.80%
Golf Legal Fees 10,996.31 | (10,996.31) 96.50 | 10,899.81 | 11295.14%
Streets Funds - 135.00 (135.00) 379.00 (244.00) -64.38%
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Lower Makefield Township
Engineering Fee Analysis
Fiscal Year 2008

Lower Makefield Township 2008 En

ineering Summary

2008 2008 Balance % Budget 2007 2007-2008 | Percent
Fund Budget | Ytd-Exp | Available Spent Exp Ytd Change Change |
General Engineering Fees 125,000.00 | 45,197.25 79,802.75 36.16%| 44,509.00 688.25 1.55%
Planning & Zoning 22,500.00 1,899.00 20,601.00 8.44%| 1,693.00 206.00 12.17%
Streets Fund Projects 50,000.00 | 11,785.50 38,214.50 N/A 1,510.50 | 10,275.00 680.24%
Storm Water Management Projects - - - 0.00% 397.00 (397.00)| -100.00%
P&R Engineering Fees 16,000.00 | 11,564.00 4,436.00 72.28%| 1,521.00 | 10,043.00 660.29%
Snipes Soccer Complex 50,000.00 360.00 49,640.00 0.72%| 4,449.00 | (4,089.00) -91.91%
Pool Professional Services 50,000.00 | 2,362.50 47,637.50 4.73% 45.00 2,317.50 | 5150.00%
Memorial Park Engineering & Phase | 80,000.00 897.50 79,102.50 1.12% 931.00 (33.50) -3.60%
Macclesfield Lighting Fields H&F 3,000.00 z 3,000.00 0.00% 180.00 (180.00)| -100.00%
Liquid Fuels Engineering 50,000.00 | 19,139.66 30,860.34 38.28%| 3,719.00 | 15,420.66 414.65%
9/11 Architect & Engineering 15,000.00 - 15,000.00 0.00% - - 0.00%
Delaware Canal Watershed Basing Retrofits = 35.00 (35.00) N/A - 35.00 0.00%
Riverglen/Manor Lane Backflow Preventor 10,000.00 202.50 9,797.50 2.03%| 2,866.50 | (2,664.00) -92.94%
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