
Citizens Audit Review & Financial Advisory Committee (CARFAC) 
June 14, 2012 

7:00PM – Radnor Township Municipal Building, Finance Conference Room 
 

 
Agenda: 

1. Approval of Minutes:  

a. May 16, 2012 

2. Working Group Updates: 
 

a. Planning Group:  Pension / OPEB Project Update 
b. Business Process Group:  Act 511 Collection Process Review and Action 
c. Audit Group:  Update on 2011 C.A.F.R. (from Township Administration) 

 
3. Committee of the Whole Items: 

 
a. Future Meeting Dates 
b. Terms 
c. Chair and Secretary positions   

 
4. General Discussion 

 

5. Public Participation 
 

6. Adjourn (the goal will be no later than 9:00PM) 

 

NOTES: 



























 

MEMORANDUM 

 

TO:  Members of CARFAC Committee 

FROM: Bob Tate 

DATE:  June 11, 2012 

RE:  Business Process Group Sub-Committee Meeting of June 8
th

, 2012 

On Friday, June 8, 2012, members of CARFAC’s business process group met with members of 

the Finance department to discuss and review the department’s recommendations for managing 

the Act 511 business tax enforcement, compliance and collections.  A copy of the report is 

included for your review. 

At the request of Finance Director Bill White, the finance staff evaluated the current system for 

processing business taxes and compared the in-house process with several options for 

outsourcing. The evaluation compared the labor and expense for each of the following options: 

1. Maintain the entire process in-house 

2. Outsource 100% of the business tax collection and auditing 

3. Outsource the administration and collection of the LST only 

At Friday’s meeting the CARFAC members and the Finance department staff reviewed the 

report and the recommendations presented in the report.  The members supported the staff 

recommendation for Option #3 to outsource the administration and collection of the LST only.  

The committee members discussed with staff their recommendations to further improve the 

enforcement and compliance with the business tax ordinances.  Staff will review with the 

Director and develop a timeline for implementing the suggested improvements. 

In the short-term, the recommendations made by staff, with support of the full CARFAC 

committee, will be presented to the Manager and then to the Commissioners to consider at their 

meeting in July.  The proposed changes, if adopted, will be effective immediately and changes 

will be implemented that will impact the next tax reporting cycle. 

We look forward to discussing the report and the recommendations discussed in further detail at 

our meeting Thursday, June 14, 2012 at 7:00 PM. 
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Radnor Township 

Act 511 Business Tax Collections 

Business Process Options 

June 1, 2012 
 

 

Radnor Township will collect approximately $34M in revenue in 2012 with 74%, or approximately $25M, 

under the direct administration, control and processing by the finance department.  Of the $25M, 

approximately $17M will be collected for real estate taxes and sewer rents and over $8M in Act 511 taxes. 

 

This report focuses on the Act 511 taxes, specifically the Business Privilege Tax (BPT), the Mercantile 

Tax (MT), and the Local Services Tax (LST).  The Amusement Tax, a de minimus portion of the Act 511 

taxes, is not considered in this report. 

 

The report will outline the current processes and costs to administer the Act 511 taxes and will present 

options for consideration that may better serve the Township and the businesses and provide a most 

efficient process for this program ensuring compliance and enforcement. 

 

 

OVERVIEW 

 
 

Background 

 

Under the current procedures, the Township administers the Act 511 licensing, billing and collection 

processes in house and, with the support of outside audit and legal professionals, will approve and 

authorize selected taxpayers for audit.  The audit component of the Act 511 process has been largely 

directed and administered by an independent CPA for close to 20 years with support from a legal team 

well versed in Act 511 regulations. 

 

In reviewing the in-house process it is important to note some significant changes in the past year.  Up 

until the Fall of 2011, the in-house processes were administered primarily by one employee with support 

from the Finance staff.  The system used by this employee to manage the population of taxpayers and 

related Act 511 tax information was an Access database.  As of the end of 2011, the employee is no longer 

with the Township and the Act 511 database was converted to Integritax, a web based software program 

designed for business tax processing which the Township utilizes under an agreement with the provider.  

 

The Finance staff has begun processing BPT licenses and tax returns and LST quarterly filings as of the 

beginning of 2012 in the new system.  As part of the business process options, this report includes the 

identification of system modifications that would be required to better utilize the software, however there 

are likely more that have yet to be identified that may be needed to make the system more efficient.  In 

addition, the cost assumptions used in our analysis include a combination of actual costs incurred over the 

past six months and a projection of future costs based on estimates of what we know and understand as to 

how the new system performs and our ability to process returns timely and efficiently.  
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Current Process 

 

The primary business processes undertaken by the Finance department to administer Act 511 taxes 

include: 

 

1. Mailing BPT License applications to business taxpayers 

2. Mailing LST forms 

3. Processing LST returns 

4. Receiving and processing/printing licenses and applying/depositing $10 per license fee 

5. Mailing printed licenses to respective filers 

6. Mailing of BPT tax forms 

7. Receive and process tax forms and extensions and apply/deposit payments due by May 15
th
 

8. Identify deficient and potential audit candidates for review with outside  auditor 

9. Mailing MT License applications to business taxpayers 

10. Receiving and processing/printing licenses and applying/depositing $10 per license fee 

11. Mailing printed licenses to respective filers 

12. Mailing of MT tax forms 

13. Receive and process tax forms and extensions and apply/deposit payments due by August 31
st
 

14. Identify deficient and potential audit candidates for review with outside  auditor 

 

In addition to the above, the ancillary and supporting processes for the Act 511 administration include: 

 

1. Opening and sorting the mail 

2. Forms printing, folding, envelope stuffing and mailing 

3. Preparing spreadsheets for recording of cash receipts 

4. Issuing refunds 

5. Set-up of new business folders and files 

6. Filing of license and tax paperwork 

7. Corresponding/meeting with taxpayers to address questions or problems 

8. Coordination of information with outside audit/legal team 

 

 

Costs 

 

In estimating annualized costs to the Township for maintaining the Act 511 processes in-house with the 

current software capabilities, we considered the actual and estimated times to perform the above functions.  

The respective rates of pay (adjusted for benefits) were assigned to the above tasks and corresponding 

times required to complete.  The attached schedule titled ATTACHMENT 1 lists the costs in detail.  The 

in-house costs, coupled with the budgeted audit, legal, and software support fees paid to our outside 

professionals, is as follows: 

 

 

 Finance Department - $  42,000 

 Audit Support  -   105,000 

 Legal Support  -   116,070 

 Software Support -     18,000 

 Total    $281,070 
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Although in prior years the Township employed one full time person who managed the Act 511 tax 

processing, it is difficult to anticipate and estimate, based on the limited experience and involvement of the 

current Finance department staff with Act 511, to what extent the estimated time and expense will increase 

over a full year cycle.  It would be prudent to consider revising and updating the estimated in-house costs 

once we have experienced a full cycle of tax processing and can better estimate the time and resources that 

would have to be dedicated to this process.   Given this constraint we are confident that the business 

options presented below provide the Township some alternatives for improving the process and ensuring 

enforcement and compliance with our tax ordinances. 

 

 

BUSINESS PROCESS OPTIONS 
 

The options we propose and will discuss in further detail are as follows: 

 

Maintain process in-house 

Outsource business tax processing, collection and auditing 100% 

Outsource local services tax (LST) only 

 

A fourth option for consideration is a long term objective which would be incorporated with the finance 

department’s current plan to upgrade to an enterprise wide resource planning software.  This option could 

be considered while acting on any one of the first three options as detailed below. 

 

 

Option 1 – Maintain Process In-House 

 

Currently the Township has substantially all of the resources and IT structure to continue administering the 

Act 511 taxes in the same manner as has been performed in past years.  The Integritax software had 

numerous data conversion issues which have been and continue to be addressed by our provider.  

Modifications have been made to simplify the data entry process and more changes will be recommended 

to give users greater flexibility and expanded reporting capabilities. 

 

With software improvements, maintaining the process in-house does have certain advantages: 

 

1. Township maintains a connection with the business community 

2. Continued 3
rd

 party audit and legal services helps provide a separation between the Township 

(good guys) and the auditor/lawyer (bad guys) 

3. Audit and legal team are established and well versed in Radnor’s Act 511 tax collection processes 

4. Relatively cost effective option when measured against the audit tax collections in prior years 

 

Some disadvantages include: 

 

1. LST tax collection process is time and paper intensive, processing each quarter high volume, small 

dollar value transactions 

2. BPT & MT tax processing primarily a time intensive data entry function with heavy reliance on 

sophisticated IT systems to remain efficient 

3. Increased clerical needs required to keep up with document filing and maintenance of taxpayers 

files 
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Option 2 – Outsource business tax processing, collection and auditing 100% 

 

In evaluating outsourcing options, staff met with representatives from two established service companies 

providing tax collection services in Pennsylvania.  Quotes for services ranged from 1.65% to 2.25% of 

gross revenues collected, translating to fees that would have to be budgeted each year ranging between 

$136K and $176K, based on current revenue levels. 

 

While virtually all of the processes for billing and collecting the revenue are very similar across both 

companies, we focused on each company’s deficient account follow-up and auditing procedures.  We 

learned that the lower cost provider had greater emphasis on the enforcement and compliance with the tax 

ordinance and an increased focus on the auditing aspect of the process.  The advantages and disadvantages 

of outsourcing are presented with the assumption of selecting the lower cost provider. 

 

Some advantages we identified by outsourcing the entire tax collection process are as follows: 

 

1. Burden and responsibility for overall administration, collections and communication with the 

business taxpayers now resides with third party contracted professional 

2. Current finance department staff able to absorb other duties and responsibilities as may be 

assigned 

3. Overall cost would be partially offset by anticipated reduction in fees paid to current audit and 

legal team 

 

Some disadvantages are as follows: 

  

1. Township gives up some control and hands-on involvement/connection with the business 

community 

2. Negative perceptions of the business owners that the Township is less involved in the business 

affairs of the community 

3. Staff concerns over job security when department functions are outsourced 

 

 

Option 3 – Outsource the administration and collection of the LST only 

 

LST collections are budgeted at just under $1M for 2012 and of all of the revenue collection processes, 

administering the LST is the most labor intensive process whereas compared to the BPT and MT tax 

filings, LST is a high volume/low dollar transaction process.  Based on quoted prices from the service 

providers, outsourcing LST would cost less than $16,000 annually. 

 

In addition to the same advantages as listed under Option 1, some additional advantages of outsourcing 

just the LST are as follows: 

 

1. Significant time savings for Finance staff, freeing up resources that could be devoted to the BPT 

and MT process 

2. Nominal savings in paper and postage costs helps offset nominal fee for collecting 

3. Preferred low-cost provider is already the recognized collector in Delaware County for Earned 

Income Tax, therefore businesses are already familiar and likely have an established relationship 

 

Based on our analysis and review of this process, we have not identified any significant disadvantages to 

outsourcing the LST administration. 
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AUDIT PROGRAM 
 

In our opinion the Township will continue to be best served by utilizing the independent CPA and legal 

team for conducting the audits of the Township businesses.  By implementing the recommendations noted 

below, coupled with the modifications to the Integritax software, the Finance department will be better 

positioned to efficiently process tax returns in a timely manner and better focus our efforts to direct and 

administer the work of the outside professionals in conducting the business audits. 

 

 

RECOMMENDATIONS 
 

In light of the above options, there are several recommendations for the Township to consider that will 

help streamline the process, reduce expenses and eliminate redundant data entry.  In our opinion, these 

recommendations will serve to improve the enforcement of and compliance with Radnor’s tax ordinance 

regardless of the business process implemented.  

 

The recommendations are as follows: 

 

1. Amend tax ordinance to switch the Mercantile Tax filing year from a fiscal to calendar year cycle 

and set the tax filing deadline at April 15
th
 for BPT and MT 

 

- aligns with Federal & State tax reporting cycle 

- easier to track and accumulate business revenue & expense on a calendar year cycle 

- ease of reporting and providing documentation to substantiate taxable gross receipts 

 

2. Amend tax ordinance to provide payment of license fee with tax return 

 

- eliminate time and cost of separate mailings for business license application 

- save time by combining processing of license and fee with tax return 

 

3. Amend tax ordinance to reference Home Rule Charter 

 

- In addition to acknowledging authority under State of PA to implement taxing ordinance, 

include reference to authority under Home Rule Charter to set tax rate at 3 mills 

- Avoid potential challenges by businesses claiming Township regulations being inconsistent 

with State statute 

 

The above recommendations in our opinion will help streamline and simplify the tax reporting process and 

ideally serve to better promote compliance and make enforcement easier.  This we recommend in 

conjunction with any of the business process options presented for consideration. 

 

Further, in considering a recommendation for a particular option, it is our consensus that Option 3 would 

be the best possible option to not only maintain, but to improve upon an efficient system for administering 

the Act 511 tax processes. 

 

 

Prepared by: Finance Department Planning Group 

Members: Amy Lacey, Ben Cooper, Bob Tate 



ATTACHMENT 1Radnor Township

Act 511 Business Taxes

Business Process Options

OUTSOURCING ESTIMATES Taxes >> BPT LST MT

Vendors:

Berkheimer 2.25% 2.25% 2.25%

Centax 1.75% 1.65% 1.75%

Estimated Revenue 7,837,325$           5,665,074$       920,853$          1,251,398$       

Estimated Annual Fees - High End >>> 176,340$              127,464$          20,719$            28,156$            

Estimated Annual Fees - Low End >>> 136,232$              99,139$            15,194$            21,899$            

Estimated Annual Fees - Avg rate of >>> 2.00% 156,747$              113,301$          18,417$            25,028$            

COSTS TO PROCESS IN-HOUSE Total BPT License BPT Return LST Forms MT Return

Estimated # of Taxpayers/Forms >> 5,301 1,651 1,651 1,699 300

Est'd Hours

Avg Rate 

w/Benefits$$

Step 1 - Township Mailing to Taxpayers/Businesses

Labor efforts 21 29.40$         617$                     192$                192$                198$                35$                  

28 51.80$         1,450                    452                  452                  465                  82                    

18 19.60$         353                       110                  110                  113                  20                    

16 37.80$         605                       188                  188                  194                  34                    

14 16.80$         235                       73                    73                    75                    13                    

Postage 2,250                    701                  701                  721                  127                  

Paper 231                       72                    72                    74                    13                    

Envelopes 340                       106                  106                  109                  19                    

Step 2 - Taxpayer/Business Responses

Open/Sort Mail 20 44.80$         896$                     279$                279$                287$                51$                  

Scan / Deposit / Enter on spreadsheet 5 44.80$         224                       70                    70                    72                    13                    

Process licenses 140 67.20$         9,408                    9,408               -                       -                       -                       

Process refunds 40 39.20$         1,568                    488                  488                  503                  89                    

Process exemptions 5 51.80$         259                       81                    81                    83                    15                    

Process BPT returns 100 67.20$         6,720                    -                       6,720               -                       -                       

Process MT returns 20 67.20$         1,344                    -                       -                       -                       1,344               

Process LST Quarterly Returns 160 30.80$         4,928                    -                       -                       4,928               -                       

Filing 520 15.00$         7,800                    2,429               2,429               2,500               441                  

Postage 2,250                    701                  701                  721                  127                  

Paper 231                       72                    72                    74                    13                    

Envelopes 340                       106                  106                  109                  19                    

-                           -                       -                       -                       -                       

42,050$               15,528$           12,840$           11,226$           2,456$             

-                       36.9% 30.5% 26.7% 5.8%

ACT 511 PROFESSIONAL SERVICES

Estimated Legal Fees 116,070.00$         

Estimated Audit Fees 105,000.00$         

Annual License Fees - Integritax Year 1 18,000.00$           

Year 2 19,800.00$           

Year 3 21,600.00$           

------------Allocated Costs based on Quantity------------

Allocation based on 

number of forms mailed 

annually

Allocation based on 

number of forms mailed 

annually




