DATE: October 17, 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 September 30, 2008, total Revenucs and Expenses were as follows, in
thousands, as compared to their respective budget:

Actual Budget : Percentage
TOWNSHIP TOTALS 9/30/08 FY2008 Available Used
Revenues $18,509 $21,948 $3.439 84.33%
Expenses $18,931 $24,792 $ 5,861 76.36%

As we have completed the 3™ quarter of our fiscal year, revenues and expenses are trending
where expected, especially expenditures which are at the 76% level of spend through three
quarters of the year . If you refer to Exhibit B you will see that we have collected over 98% of
our budgeted real estate tax revenues, and we expect to exceed the 99% collection rate as in years
past. Revenues are budgeted 5% higher than last year and are behind the same point in the prior
year. The sole reason we are behind is market value returns in our pension plans. The uniform
and non-uniform pension plans have lagged prior year returns by a combined $1.7 million. If
these are removed from the equation, then revenues would be tracking even with the prior year.
Collections of real estate tax revenues are in line with prior years at 9/30, and we are within
expectations. The real estate deed transfer tax is lagging last years results, and this is part of the
nationwide housing condition. We do expect to miss the budget on this revenue item, and have
identified areas where we have made up additional revenues to offset this decline. 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 half expenditures. If this capital expenditure is removed from the equation then current
year expenditures are tracking even with prior years. 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 Actual Amount Percentage
TOWNSHIPF TOTALS 9/30/08 9/30/07 Changed Changed
Revenues $18,509 $20,337 -$ 1,828 -8.98%

Expenses $18,931 $17,853 $ 1,078 6.04%



With the exception of the Real Estate Deed Transfer Tax and interest earnings, we expect to be
close 1o our budgeted revenues for this fiscal year and all items within the expenditures are within
budgets as well, with the lone exception being the purchase of the Samost tract category.

We expect the remainder of fiscal year 2008, along with all of 2009 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 9/30/08 FY2008 Available Used
Revenues $13,734 $13,893 $ 139 98.85%
Expenses $11,756 $16,278 $ 4,522 72.22%

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
9/30/08 9/30/07 Difference Changed

Revenues $ 13,734 $ 12,778 $ 956 7.48%

Expenses $11,756 $ 10,595 $ 1,161 10.95%

A review of our business funds yields the following:

Actual Budget Percentage
BUSINESS 9/30/08 FY2008 Available Used
Revenues $6,288 $8.055 $ 1,767 78.06%
Expenses $7,175 $8,514 $ 1,339 84.27%

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 at budget, despite a slight decrease in members this fiscal
year. Expenses are higher than last year due to the implementation of the new software system
and the capital expansion project beginning to incur its start up costs. For clarification purposes,
the new pool membership system which is being used for the 1™ time, 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. 2008 was another successful season for the pool
operations.

The sewer system revenues have declined from the same time last year, by 7.99%, and this
decline can be traced to two areas, reduced interest income due to the interest rate environment
{approximately $100,000 less in FY2008), and a reduction in connection fees as 2007 had a larger
than expected connection fec revenue due to a project coming on line. While revenues have
declined 8% and sewer expenses have declined by over 3% and this includes the transfer of funds
to the capital reserve fund for the purchase of the Samost tract. Qur transmission fees are trending
lower than last year by approximately 5%, interest expense is down slightly and repairs and
maintenance is down aimost 40%.



It needs to be mentioned that while transmission fees are down, in the 3™ quarter of this fiscal
year we experienced our 2" rate increase by one of our providers in the last 12 months. So while
transmission fees are down, we fully expect this line item to exceed last years amount.

Makefield Highlands golf course has experienced a challenging vear with the weather conditions
affecting us in 2 key months, May and September. The course had a very successful 1 quarter
where we exceeded budgeted revenue for 2 of the 3 months, getting the course off to a good start.
In the 3rd quarter, July and August had positive cash flow, but September was affected by
inclement weather and planned course maintenance. Despite September’s weather impacted
performance, the year-to-date revenue for the course is only off 5% from the prior year and we
are on schedule to make gains during the month of October. Expenses for the course are down
7.25% when compared to the same time last year, and this is after making our required debt
service payment on the course. Of the expenses that have decreased this year, there are several
salary and benefit positions that have decreased from the prior vear due to normal attrition and the
time to fill vacant positions. At this point in the year, the course appears on course 10 be cash-
flow positive for fiscal 2008. 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 9/30/08 9/30/07 Changed Changed
Revenues $6,288 $6,709 -$421 -6.28%
Expenses $7.175 $7.258 -§ 83 -1.14%

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 $4.750 million for the quarter ending September 30, 2008,
this is an increase of 25.11% when compared to the same period last vear. The 2008 budget had a
2 millage tax increase and this was dedicated to the General Fund, so the increase within this fund
appears higher than the overall 1ax percentage increase from 2007. We are on target to reach our
budgeted tax revenues for fiscal 2008 as our collections continue to be very strong (averaging
over 98% annually). Real Estate tax receipts are 98.82% of their respective budget, and this is
expected since during the second 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 ycar. Our budget has remained the

same as lasi year in this area, and while %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 $789,000, a decreasc of 21%, or over
$200,000 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. Please review
Exhibit A-1 for delails 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 within budget and
prior year figures. One item of note is interest income, as mentioned previously the rate
environment is not favorable and we dot expect to meet our budget in this area. All other items
appear within budget or slightly ahead at this point.

General Fund Expenditures

Expenditures within the Townships’ general fund are tracking even with the same period in the
prior year. Despite the increase is in salaries, benefits and health care, tracking even with the prior
year is a testament to our cost control. See the attached detailed spreadsheets on legal and
cngineering expenses, highlighting these two specific categories.

Axssets and Liabilities

The Township's liquidity position remains strong despite our expected decrease in cash. Qur cash
position stands at approximately $11.7 million as of September 30, 2008 versus $14.1 million at
the same time in the previous year. The decrease, over 17%, is expected and planned as the
majority of the decrease can be traced to the sewer and street projects funds. Both of these funds
have decreased significantly, by $2 million and $800,000 respectively, 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 capital funds, mainly from developers fees and
contributions, has diminished greatly.

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

Accounts receivable i1s lower in the current year by 29.33% or $600,000, this is a positive trend as
we are collecting monies due in a more timely fashion. The biggest change is in the developers
funds.

Current Liabilities have increased by just over 10%, due primarily to the accruing of several large
payables in the sewer fund, these payables were booked later in July in the previous year. 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.
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LOWER MAKEFIELD TOWNSHIP
REAL ESTATE TAX ANALYSIS

SEPTEMBER 08
ADJUSTED %
2008 "BUDGET" 09/30/08 2008
FUND BUDGET AMOUNT RECEIPTS BUDGET
GENERAL 4,776,833 4,720,571 98.82
FIRE PROTECTION 324,086 322,980 99.66
HYDRANT 137,363 135,785 98.85
PARKS & REC 768,000 760,246 98.99
DEBT SERVICE 1,320,220 1,316,765 99.74
AMBULANCE 124,650 124,223 99.66
7,451,152 7,380,570 99
FAV(UNFAV) %
INTERIM & PRIOR: BUDGET RECEIPTS VARIANCE | RECEIVED
INTERIM-CURRENT 17,651 30,922 13,271 175.19
INTERIM-PRIOR 2,617 191 (2,426) 7.30
DELINQUENT 57,281 7,451 (49,830 13.01
77,549 38,564 (38,985) 49.73
R.E. TRANSFER TAXES: PER CAPITA TAXES:

RECEIPTS @ 09/30/08 789,798 BUDGET RECEIPTS BALANCE
PLUS A/R 203,500 194,482 9,018

789,798
2008 BUDGET 1,400,000 203,500 194,482 9,018

% BUDGET REC'D. 56.41




Lower Makefield Tewnship
Net Cash Balances
September 30, 2008

" Fund Cash Current Reserve/

Number Fund Name Balance Liabilities Net Cash Design Unrestricted
01 General Fund 3,448,399 110,273 3,338,126 18,809 3,319,317
02 Street Light 93,981 2,635 91,346 91,346 -
03 Fire Protection 32,666 1,200 31,466 31,466 -
04 Hydrant 72,741 11,615 61,126 61,126 -
05 Parks and Rec 185,531 27,284 158,247 158,247 -
06 Parks and Rec FiL 70,398 - 70,398 70,398 -
07 Library 87,430 - 87.430 87,430 -
08 Sewer 1,055,047 309,959 745,088 745,088 -
09 Community Pool 490,813 30,562 460,251 460,251 -
10 Basin Maintenance 262,707 6,127 256,580 256,580 -
11 Traffic Impact 870,538 5,499 865,039 865,039 -
14 Five Mile Woods 4,251 1,646 2,605 2,605 -
15 Golf Course 955,024 73,408 881,616 881,618 -
19 Street Projects 532,214 2,284 529,930 529,930 -
20 Debt Service 1,364,844 - 1,364,844 1,364,844 -
30 Capital reserve 1,892,953 1,016 1,891,937 1,891,937 -
35 Liquid Fuels 280,278 2,503 277,775 277,775 -
40 9-11 Memorial 344 017 7,412 337,505 337,505 -
50 Ambulance 21,765 - 21,765 21,765 -
91 Unemployment Comp 85,077 - 85,077 85077 -

Totals 12,151,574 593,423 | 11,558,151 8,238,834 3,319,317
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Lower Makefield Township 2008 Legal Summary

2008 2008 Balance |Percent 2007 2007-2008 |Percent

Fund Budget Ytd - Exp Available Budget Spent | Exp Ytd Change Change
General Legal Fees 125,000.00 91,500.42 33,499.58 73.20%| 111,854.09 | (20.353.67) -18.20%
Zoning Hearing Board 30,000.00 2812253 1,877.47 93.74% 11,590.47 16,532.06 142.63%
Airport Project 10,000.00 20,244.87 | (10,244.87) 202.45% 13.558.70 6.686.17 49.31%

P&R Legal Fees 5,000.00 40.50 4,959.50 2,921.20 {2,880.70)

Sewer Legal Fees 16,500.00 9,526.20 §,973.80 57.73% 16,745.10 {7.218.90) -43.11%
Course Related Legal Fees 37,466.16 | (37.466.16) 13,338.51 24,126.65 180.87%
Quiet Zones Crossing Improvements - 162.00 {162.00} 622.80 (460.80}) -73.99%
TOTALS 186,500.00 | 187,062.68 {562.68}) 170,631.87 16,430.81 9.63%
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Lower Makefield Township 2008 Engineering Summary

2008 2008 Balance Percant 2007 2007-2008 |Percent
Fund Budget ¥td - Exp Available | Budget Spont Exp Ytd Change ;iChange
General Engineering Fees 125,000.00 91,366.15 33,633.85 73.09%| 95,524.39 {4,158.24) -4.35%
Grading Permits 22,500.00 6.058.00 16,442.00 27% 8.671.50 (2,613.50)] -30.14%
Brock Creek Project - 987.50 {887.50) 5,154.00 (4,166.50) -8084%
l.indenhurst Road Traffic Calming Phase 1 - 557.50 (557.50) 20,217.66 | (19,760.16)}] -97.26%
Quiet Zone Crossing Improvements - 720.00 {720.00) 1,580.00 (860.00}] -5443%
Storm Water Management Projects 50,000.00 14.818.50 35,381.50 - 14,618.50 0.00%
P&R Engineering Fees 16,000.00 21,227.00 {5,227 .00) 133% 9,239.00 11.988.00 | 128.75%
Snipes Soccer Complex 50.000.00 360.00 49.640.00 1%| 2217150 | (21.811.50) -98.38%
Pool Proteaeional Bervicne. 50,000.00 14,062.50 35,937.50 1,894.20 12,168.30 | 642.40%
Memorial Park Engineering & Phase | 80,000.00 5,896.05 74,103.95 7% 8.232.75 {2,336.70)] -28.38%
Macclesfisld Lighting Fields H&F 3.000.00 - 3.000.00 180.00 {180.00)| -100.00%
Liguid Fuels Engineering 50.000.00 42,324.76 7.675.24 B85%| 11,302.50 3102226 | 274.47%
9111 Architect & Engineering 15,000.00 - 15,000.00 11.581.59 | (11.581.59)
Deglaware Canal Watershed Basing Retrofits - 35.00 (35.00) 17,365.75 | (17.330.75)
Riverglen/Manor Lane Backflow Preventor 10,000.00 202.50 9,797.50 2%| 14,385.00 ) (1418250 -98.59%
TOTALS 471,50000 | 19841546 | 273.084.54 42%| 227.599.84 | (29.184.38)| -12.82%
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