Basic Information: The Township general operating projected revenue for 2005 is
approximately $1.4 million when adjusting for non-recurring grant revenue and proceeds
from notes and bonds. Overall revenue has experienced almost no increase over a ten-
year period. The primary sources of revenue are Real Estate taxes (27%) and taxes levied
under Act 511 and under the Township Code, especially Earned Income Tax (40%).

FINDINGS — Review of Current Year Revenues

Real Estate Taxes — The Township currently levies twelve (12) mills of real estate tax on
all property in the Township which generates approximately $369,000 annually or $31,000
per mill. In addition, t_he Township receives about $15,000 of delinquent real estate tax
from the Washington County Tax Claim Bureau each year. In 2005, the j’ownship should
meet its projected budget for real estate tax except for the category “Prior Year” which
was budgeted at $4,000 and for which no revenue was recorded. The prOJectlon for th|s
category, therefore, Is $4,000 under the 2005 budget. ) :

ACT 511 Enabling Taxes - In this category, the Townshlp currently Ievnes per caplta

earned income, realty transfer, and occupational privilege taxes. This is the largest and
most important revenue source collected by the Township at 40% of the overaII general
operating budget.' The prOJectlons for this category indicate that the Township Wl|| collect‘
approximately $45, OOO more than what was budgeted for 2005 for earned mcome tax All

other taxes are at the target budget numbers.

Licenses and Permits - Ifhe largest revenue in this category is for Cable Ti/'Franchise fees
- all other licenses and permits are relatively small sources of revenue. In 2005, all items
in this categoril AwiII_M meet budget projections with the exception of grading permits which
were budgeted at él0,000 and are projected to result in about $3,SdO in revenue. For
this reason, thi__(‘s ca‘f“egory is projected to be approximately $6,000 under budget.

Fines & Forfeits — Tne Township derives revenue from local, state, an'd magistrate fines in
this category.  The magistrates fines in this category, already below expected target
amounts for the year, will be further negatively impacted by the disbandment of the local




police department. The state police fines will be similarly impacted because there will be
little if any local share with the Township. For this reason, the projection for this category

is approximately $30,000 under budget.

- Interest & Rents ~ This is not a major source of revenue and has been low over the past

several years due to low interest rate return on investments. This category is estimated to

meet budget projections.

Intergovernmental Révenue ~ Most of the revenue received in this category is “pass

through” revenue for pension purposes. This category is estimated to meet budget

projections.

 Departmental Earnings — Primary revenue sources include building and zoning fees, police
department service fees, and the solid waste disposal Act 101 host fees. The zoning fees
and building permit fees in this category are not projected to meet the amounts budgeted
for 2005. Specifically the zoning fees are estimated to be $21,000 below budget
projections and the building permit fees are projected to be approximately $18,000 below
budget. In addition, the reimbursements from the PAWC for police services will not be
“ collected due to the disbandment of the police department resulting in $10,000 less than
was budgeted. - For these reasons, the projection for this category is approximately

$47,000 under budget.

Miscellaneous Revenue - This category is estimated to meet or be close to the budget

‘projections.

Other Sources - This category includes refunds, sale of assets and transfers from other
funding sources. The Township transferred approximately $57,000 from other accounts
and from other sources in ofder to stabilize cash flow at the beginning of 2005. About
$45,000 of these funds must be paid back to the respective original accounts. This
‘liability Is shown urider the expenditure portion ‘of the report. |

—

The projections' for 2004, 2005, 2006 do not include any significant increases in revenue
- from any current or new- sources since historical review would not support such
‘projections. ' It is assumed, for the purposes of this report that all tax rates and fees

remain at the same levels over the next three (3) years.



RECOMMENDATIONS

The following recommendations are made for revenue collection and enhancement:
@ Real estate taxes are one of the Township’s most important revenue sources
and therefore it is critical for the Township to enhance its real estate market

values and encourage responsible development in the Township. It is also

important for the Township to maintain accurate calculations and to assess

the appropriate amount of millage to support Township expenses. For this

reason the following items related to real estate tax collection should be
implemented by the Township:

1. Maintain accurate and complete records regarding assessed values,
millage rates, delinquent taxes, dollars per mill and rates of
collection. Since the millage rate is already close to the statutory
limit, the only way for the Township to increase its assessed value is
to maximize its current and delinquent collections.

2. Utilize the above calculations to make conservative estimates .of
projected revenue collection including the prbper uncollectable rate.
(Example: if the histerical collection rate is 92% of the amount
billed, budget less than 92% of the estimated tax bills). Set the
millage rate at a level that will provide the necessary revenue.

3. Pursue aggressive code enforcement. In any community, code
enforcement helps to preserve the older housing stock and increase
the value of commercial real estate. S )

4. Explore with Washington County any economic development
opportunities in key areas and continue vigilance for introducing

housing improvement programs for declining aréas.

@& The most important revenue sources for the Township are ACT 511 taxes,

és eclally the collection of Earned Income Tax. Because the collection rate is at the
maximum, the Township : has ‘- taken steps to enhance collection -by hiring an

independent contractor to undertake the collection of these taxes. The Township

~ should also consider:
1. Monitor the collection of the EIT tax by periodically creating
-spreadsheets that track the regular deposits and performance of the
EIT collector. Require annual audits of the EIT collection..

/



2. Encourage responsible development that focuses on attracting new
residents who are at the peak of their earning capacity in order to
enhance EIT collection. Encourage the development of housing stock
that meets the needs of a diverse population by pursuing a long term
comprehensive planning strategy.

%3. Provide updated information about téxpayers’ addresses, contact
information, sales of properties, and permit holders to the Township
tax collectors on a regular basis.

4. Consider increasing the OPT (now known as the EMST) tax to its
statutory maximum of $52 (less the school district share).

% Charges for services, permits, and other revenue items should be reviewed on a

regular basis. The following changes should be considered by the Supervisors and

staff:
1. Adjust fees for services based on comparisons of fees charged by

other communities for services especially for building and zoning.

2. Ensure that the fee charged for every service or item covers the cost
of providing that service or item. When possible and where~law
permits (i.e. the Municipalities Planning Code) pass costs associated
with reviews and inspections to the applicant.

3. Undertake aggressive investment of excess funds. This is not always
possible for two reasons - excess funds are not available and the
interest rates are not attractive. However, as interest rates i'ise, it is
important for the Township to consider alternative ‘short-term
investment vehicles such as the PA Local Government Investment
Trust (PLGIT) and/or shopping banking institutions with RFP’s for the
highest rates at the lowest fees.

4, Continue vigilance and pufsue every possible grant opportunity to

! supplement Township services especially in the areas planning and
development, public safety, emergency management, recreation,

and public works.

< The Budget - During the budgeting process, the Township should make realistic
projections of revenue by using a spreadsheet that includes at least three (3) years

of prior revenue history in order to make valid predictions about the future



collections (See Appendix D - 2005 Budget Projections). Some of the areas that
have been budgeted incorrectly in the past are noted below:

1. The Township has never collected more than $40,000 for police fines
in the Township; yet in 2005, the Township included $50,000 for
police fines.

2. In 2004 the Township budgeted $200,000 for building permits and
collected $14,793; in 2005, the Township budgeted $40,000 and will
probably collect about $30,000.

3. In 2004, the Township budgeted a transfer from the State Highway
Aid (Liquid Fuels) fund but failed to make the transfer prior to year
end.

- 4. In 2004 and in 2005, The Township budgeted the full amount of
pension state aid as revenue but did not include the total
corresponding expense. This resulted in an underpayment of the

state aid to the respective pension funds.
(See "Budgeting Pitfalls” in Section 5 of this Report)
- Exhibits 4 through 17 provide trend analysis for the Township’s revenue for a ten (10)

year period. A 2005 budget projection that considers this trending information is provided
for the Township’s use in Appendix D for the 2006 budgeting process.
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