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MEMO TO: BOARD OF SUPERVISORS

FROM: TIMOTHY J. TIEPERMAN, TOWNSHIP MANAGER

RE: 2012 BUDGET

I am pleased to submit to you a proposed 2012 Operating and Capital Budget for Warrington
Township. This financial policy document is Barry Luber’s first budget for Warrington Township. Since his
arrival in July, he has worked tirelessly and diligently to help me streamline and most importantly transform
the budget into a more transparent and decipherable document.

To accomplish this, two major tasks needed to take place: (1) Reducing and integrating the excessive
number of stand-alone funds, and (2) replacing an antiquated accounting system with a more efficient system
that improves data analysis, internal controls and online processing and reduces manual redundancies. We
expect our new accounting system to be fully operational by January 1. 2012.

Township-Wide Budget Pie Chart

Below is the new 2012 operating budget pie chart, based on the new integrated fund structure;
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TOWNSHIP-WIDE FINANCIAL HIGHLIGHTS

New Township Fund Structure

TR e N T PR e T D
# |  FundStructure | # |  FundStructure
1 General Fund ] General Fund:
3 Fire Protection Park and Recreation
4 Ambulance Special Equestrian
S Park and Recreation Refuse
6 Special Equestrian Swim Club
7 Refuse Park and Recrcation Maintenance
8 ‘Water and Sewer (W/S) Park and Recreation Capital
9 Swim Club Road Machinery
12 Meter {W/S) 3 Escrow Fund
14 | Hydrant (W/S) Fire Protection
17 Park and Recreation Maintenance 4 Fire Capital
18 Capital Reserve (2008 Bonds) 8 Ambulance
19 Water & Sewer Capital Water & Sewer
21 Debt Service Fund Meter
30 Road Machinery Hydrant :
31 | Fire Capital Reserve 18 Water & Sewer Capital i
32 Park and Recreation Capitai 21 Capital Reserve (2008 Bonds)
35 | Highway Aid (Liquid Fuels) 35 | Debt Service ‘
38 Intermal Service 38 Highway Aid (Liquid Fuels)
60 Police Pension 60 | Internal Service
65 Non-Uniform Pension 65 Police Pension
80 | Escrow Non-Uniform Pension i

As illustrated in the above table, the number of funds has been reduced from 22 to 10. Several
Township department cost centers have been consolidated to conform to the Commonwealth’s Chart of
Accounts in addition to providing more efficient accounting.

The new budget format combines various employee benefits into one line item entitled Group
Benefits. For example, both uniformed and non-uniformed employee pensions, which in prior budgets were
listed separately within cach cost center, are now listed as two separate line items entitled Non-Uniform
Pension and Police Pension MM(O. Similarly, various isurance coverage lines are now identified as
Property and Casualty Insurance.

2012 Project Inifiatives

Technological Upgrades: As part of a three-year capital plan, planned technological improvements include a
newly integrated and Windows-based accounting software program, which is scheduled to go online in
January 2012. Accompanying this software upgrade will be the replacement of all desktop units over the
next 3 years. Other upgrades include compressing, virtualizing and curtailing the Township's number of
servers from 11 to 3. This will reduce our overall hardware requirements and in the process reduce energy
costs. We expect the overall savings to pay for the majority of these upgrades over the next five years.
Finally. the Boardroom will be equipped with new technology to allow it to serve as a multi-functional
command center during declared emergencics.,
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Telephone Service Consolidation: The Township will solicit proposals to consolidate the current three
telephone carriers to one company. Current phone services will be evaluated and modifications made, if
warranted. It is anticipated that the township will save 15% to 30% of the annual expense.

Office Integration: Several projects are slated for completion in 2012 which will provide for better resident
services and more efficiency for township staff.

- The lower level renovation project will permit the relocation of the codes offices to the administration
building. This consolidation will all residents to transact their business at one primary location,
whether it be a applying for a building or zoning permit, paying a water or sewer bill, or purchasing
amusement park tickets.

- The old Pickertown Road facility will be converted to a centralized storage area for township records.
- A new Public Works Facility will provide more storage for township vehicles, equipment and repairs.

- As part of the new DPW project, a separate salt storage/brine facility will provide an adequate supply
of road salt during winter storms, especially during long concurrent storms.

Solid Waste/Recyceling: Bids for recycling/refuse collection at Willow Knoll are expected to garner over
$11,000 in savings over the prior trash contract.

Twin Oaks Day Camp: The bunk houses and swimming pools require substantial repairs and rehabilitation
to bring them into good working order. Since the number of camp attendees has decreased steadily over the
years, staff is proposing relocating the day camp to the Mary Bamess Tennis and Swim Club. The
proposed scope would include removing the bunks and replacing them with lesser expensive and more
durable pre-fabricated structures. Not only will this reduce long-term capital improvement costs, but it will
also promote increased operational efficiencies by streamlining lifeguard redundancies and supply costs.

While combining these two activities to one location will save costs, there will be a one-time capital
expense of approximately $75,000 to deconstruct the bunks and erect the pre-fabricated ones. This is a
modest investment considering the hundreds of thousands of dollars in deferred maintenance costs at Twin
Oaks. The Township can no longer afford to maintain five (5) swimming pools in two scparate locations.
Now is the time to invest in one single facility. Staff believes the Mary Barness Swim Club is the best venue
on which to focus future facility investments. Many of the Club’s non-pool venues are underutilized and
should be able to absorb comfortably this new program. And if planned appropriately, the program could
enhance the Club’s overall marketing appeal.
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- BUDGET HIGHLIGHTS BY FUND

General Fund

Total General Fund revenues are budgeted at $9.9 million versus $10.1 million in 2011 after fund
consolidation adjustments. The Fund pie includes the following major revenue sources and financial
projections:

e Earned Income Tax: Revenues are expected to remain flat (0%)
¢ Real Estate Transfer: Revenues are expected to remain flat (0%)
¢ Local Services Tax: Revenues are expected to remain flat (0%)

¢ Flat-Rate Business Privilege Tax: Not budgeted, pending outcome of Supreme Court decision. This
was budgeted at $300,000 in 2011, but tax proceeds have been placed in escrow and not reflected in
the 2011 actual tax receipts.

¢ Licenses and Permits: This category is budgeted almost $60,000 more than in 2011 because of a
steady rise in Cable Television Franchise Fees. Rental income is also budgeted higher by
approximately $50,000 due to a steady increase in cell tower income.

e Recreation Program Fees — a reduction of $70,000 is budgeted for Summer Camp registration based
on 2011°s registrations.

Total General Fund expenditures are budgeted at almost $9.9 million, as compared to $10.1 million
in 2011 after fund consolidation adjustments. This reduction is remarkable considering the budgeted
increases for health insurance, wages, utility costs and contracted services to name a few. We were able to
offset many of these expenses through staff restructuring. FExamples include $155,000 from building
consolidation, $25,000 through combining Twin Oaks and Swim Club operations and additional savings
from the new Willow Knoll refuse contract. Additional savings in energy and utility conservation measures
also play an important role.

Perhaps the biggest planned budget expenditure increase is for the police contract. Both parties
reached a tentative contract settlement and are currently working out the final written details of a new 4-year
Collective Bargaining Agreement (CBA). The first year’s impact is $100,000, which has been incorporated
mto the 2012 budget. We expect final ratification before year’s end.

Fire Protection Fund

The Fire Protection Fund is being combined with the Fire Capital Reserve Fund. The proposed 2012
budget calls for the addition of part-time firefighter positions to cover weekday daytime hours. The cost for
this new daytime response program, estimated at $95.500. will be absorbed from the Township’s current
appropriation to the Fire Company.
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It is anticipated that Warrington Fire Company will provide some of the Personal Protection
Equipment and allow these firefighters to work out of their facilities. The allotment for the Incentive
Program has been reduced to help defray the costs of the additional pooled/part-time firefighters for daytime
response. The remaining additional costs will come from Fire Fund Balance. Because of the current healthy
fund balance in this Fund in addition to the Fire Company’ own balance sheet of private funds, Staff is
recommending a .25 reduction in the mill levy.

Ambulance Fund

Due to an adequate and growing Fund Balance, it is recommended that we reduce the tax levy to this
fund by .75 mills because of adequate cash reserves. No decrease of funding by the Township to the
Warrington Ambulance Corps will be made in 2012. The Board may wish eventually to consider phasing
out this tax altogether given the Warrington Ambulance’s excellent track record of funding itself through
subscription billing.

Capital Reserve Fund (2008 Bond Issue)

The remaining 2008 bond funds are budgeted for full expenditure by the end of 2012.  Some projects
are carryovers from previous vears; others are new for 2012,

CARRYOVER CAPITAL PROJECTS AMOUNT
Lower Level Township Building Renovations § 125,000
Upper State Road/Mill Creek Culverts § 35714
Palomino Basin Retrofit $ 120,000
DPW Maintenance Facility $ 1,600,000

. NEW 2012 CAPITAL PROJECTS AMOUNT
Lower Level Township Building Renovations § 25000
Upper State Road/Mill Creek Culverts § 75,000
Resurfacing of Township Roads § 420324
Municipal Parking Lots § 100,000

Debt Service Fund

At the time of the 2008 Bond Issue, the prior Board of Supervisors voted to phase in a 1 mil increase
of real estate taxes to service the newly bonded debt. To date only one-half (!2) of 1 mill has been
authorized, creating a growing and compounding structural deficit in the debt service fund unless addressed
soon. Satisfying 2011 debt service costs required a $235,000 transfer from General Fund, which 1s 1ll-
equipped to afford such a recurring cost.

To cover some of the 2012 debt service costs we are proposing to refinance the 2007 Bond lIssue,
which should yield approximately a $200,000 one-time saving for 2012, and reduced interest cost going
forward. To cover future vears of debt service it is proposed that a .45 of mill real estate tax be reallocated to
fund this debt service from the existing mill levy.
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Under active consideration is the possible refinancing of the 2008 Bond issue, which may yield some
savings, based on market conditions at the time of sale. Another benefit to refinancing is to “smooth™ out the
annual debt payments which in the current schedule have three years of “balloon™ payments due in 2024 0
2026.

Highway Aid Fund (Liguid Fuels)

The annual revenue received from the Commonwealth of Pennsylvania’s collection of gasoline tax is
budgeted at $390,000 for 2012 ($399,000 was received in 2011). Expenditures are comprised of three
items: Salt and Cinders ($70.000), Snow Plowing Contractors ($125.000), and Road Reconstruction
($215,000). The weather will dictate the actual allocation of funds among these three categories.

Internal Service Fund

This fund is utilized to purchase or lease vehicles, heavy equipment and computer projects for
General Fund Operating Departments.  Since a good portion of the township fleet has exceeded their
expected lives, a vehicle replacement policy is being developed to maintain a newer fleet. This will save on
maintenance costs and generate more money for vehicles when they are retired.

Planned equipment replacements in 2012 include the following items:

A ~ MINOR CAPITAL AND CAPITAL LEASE DESCRIPTIONS __AMOUNT
Police Department Patrol Vehicles (3-Year Capital Lease) $ 30,000
_ Highway Department Crew Cab, Ford F450, Truck Body Unit, Ford F350 (Purchases) K $ 167,000
- Highway Department Street Sweeper (7-year capital lease) $ 35,000
CIES: Replacement of Chevrolet Equinox and F150 (Purchases) $ 55,000
New Accounting Software, Technelogical Upgrades and EOC (5-year capital lease) $ 40,000

Water and Sewer Fund

The Fund’s proposed 2012 revenue 1s projected at $6.91 million, as compared to expense of $8.08
million. This difference will be drawn down from Fund Balance. The increase in expenses is necessary to
fund capital improvements to the water and sewer systems to keep both functioning properly. In his initial
budget proposal, the Water/Sewer Manager had recommended a temporary capital assessment to replenish
the capital fund. Based on the capital fund balance sheet, however, Staff is not recommending any special
capital assessment this year.

Major capital projects programmed in 2012 include the following items:

25 WATER AND SEWER CAPITAL PROJECT ' . AMOUNT -
Palommo Sewer Inflow and Infiltration System § 1,330,000
Improve and expand processing capabilities at Tradesville Wastewater Treatment Plant § 790,000
New sewer installations near Stump and County Line Roads $ 130,000
Miscellaneous Pump Station Upgrades $ 60,000

§ 2,310,000
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ADDITIONAL BUDGETARY AND COST-CONTAINMENT CONSIDERATIONS

As the Board begins its budgetary deliberations, we would like to put forward some other revenue and cost-
containment suggestions, which were not included in this proposed draft but warrant further policy
discussion:

1.

Hiring Freeze: Implement an official hiring freeze across all departments. The Board may lift the
freeze on a case by case basis upon the recommendation of the Township Manager.

Rental Inspection Program: Institute a new rental inspection program designed to ensure compliance
with the Township’s zoning and property maintenance statutes. While improving health and safety
are the primary goals, the new program would generate revenue and improve EIT collections among
township renters.

Review real estate tax collection ordinance: We believe the real estate tax collection ordinance

should be reviewed. The township currently pays over $70,000 in fees to the locally elected tax
collector based on a % basis. We’ve learned that other towns pay their tax collectors a fixed fee
which is substantially lower than the current arrangement in Warrington.

Pursue more advertisement opportunities and paperless publications: The Board recently made a
policy decision to maintain the quarterly printed edition of the newsletter. We believe that with the
integration of the codes offices, along with advancements in desktop publishing software, this task
could be brought back in-house. We could still pursue ad revenues in-house and use them both in the
printed edition and on-line editions as well as other venues.

Pursue more private sponsorships of recreational programs. Similar to this year’s carnival event,
continue to explore private sponsorships of local recreational program where feasible.

Institute Pay/Play Fees for Recreational Organizations: Public schools are already doing this to help
close their budget deficits. Is it time for Warrington to implement a fee structure for organized
recreation organization using Township fields and facilities?

Extend health insurance opt-out options to non-union employees: This is an option extended to the
police bargaining unit, which should help the Township control its health insurance premiums. We
believe this program should be extended to non-union employees as well.

Explore the formation of an inter-municipal COG for shared services (excluding police): While the
joint venture with Warminster did not materialize, we believe there are other areas for substantial
savings if some townships could work more collaboratively together on items such code enforcement,
fire inspection and suppression, and parks/recreation to name a few. | have always been a great
admirer of the Centre County Council of Governments in State College, which consists of several
area communities around State College that share services such as codes enforcement, planning, road
maintenance and other public services. This is a good state model that could be replicated here, but
requires inter-municipal dialog and consensus among elected officials. [ would be willing to
facilitate such a discussion.
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9. Contract out building/zoning inspection programs. Reevaluate the mix between in-house and
contracted inspection services and develop an RFP to bid these services. We have been with our
current inspection company for almost 10 years.

10. Convert non-union defined benefit plan to a defined-contribution plan. Converting the non-union
plan to a defined contribution model would transfer the pooled risk to the employee; however, the
program could be set up where the Township matches employee contributions to encourage greater
retirement savings.

11. When cleared by the Supreme Court, we would recommend that the flat-rate mercantile tax be a
dedicated funding source for capital improvements.

12. Explore alternative uses for the old Township Building and Turk Road facility. Possible uses could
be additional conference space or recreational uses to name a few.

CONCLUDING REMARKS AND BUDGET RECOMMENDATION

Recommendation

The budget as proposed is balanced. The § 22.76 million combined operating and capital spending
plan reflects a 2% decrease over last year’s $23.212 million combined operating and capital budget. While
the mill levy to the general and debt service funds show an increase, this is offset by levy reductions in other
funds which currently have healthy fund balances. Below is the adjusted mill rate schedule for 2011:

LEVY DESCRIPTION 2009 2010 2011 2012

General Fund 3.60 3.60 3.60 4.15
Debt Service 2.94 2.94 294 | 339
Parks 2.26 2.26 2.26 2.26
Fire 1.50 1.50 1.50 1.25
Ambulance 1.00 1.00 1.00 0.25
Road Machinery 0.25 0.25 0.25 0.25
11.55 11.55 11.55 11.55

To maintain a minimum a 10% fund balance and to protect our recently acquired Aa3 bond rating,
this spending plan will require a total mill levy of 11.55, which is unchanged from 2011.

In conclusion, it’s important to note that the budgeted increases are almost exclusively concentrated in the
core service areas of public safety — in particular police and fire protection — and maintenance of the
Township’s deteriorating public infrastructure. It should be further noted that Warrington’s share of the
local property tax stands at just 8% compared to Bucks County’s 21.94 mills (14%) and Central Bucks

School District’s 120.80 mills (78%)

Timothy J. Tieperman
Township Manager
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