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Capital Tax Collection Bureau proposal to Northumberland
County Tax Collection Committee

Note that the terms of this proposal are the same for both a
one-year and three-year contract

1. Cover Letter

The cover letter is signed and attached as a separate document.

2. Firm Background and Information

a. Firm name, address, telephone number, fax number, email address, and
website address:

Capital Tax Collection Bureau

2301 North Third Street

Harrisburg, PA 17110

(717) 234-6469 (phone); (717) 234-2962 (fax)
www.caplax com

b. Contact person name and title:

Joshua J Vecchio
Executive Director
(717) 234-6469
jvecchip@captax.com

¢. Firm officer's and director’'s names and addresses

Attached, as “Appendix 1" is a list of the names and addresses of CTCB
officers. The officers can also be used as references as they are the
delegates from various municipalities and school districts.

3. Firm Overview

CTCB is a Pennsylvania, non-profit governmental corporation organized to collect the
eamned income tax (hereinafter "EIT") and provide other contracted services to

municipalities and school districts. Currently, CTCB serves taxing authorities from five
counties in South Central Pennsylvania
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CTCB has been collecting taxes for 44 years In 1966. the City of Harrisburg - Eamed
Income Tax Division, the forerunner of CTCB, was created to collect the new eamed
income tax for the City and School District of Harrisburg, PA.  In 1968, CTCB was
reorganized and began collecting EIT for Perry County municipalities in South Central
Pennsylvania  In 1988, CTCE was incorporated in Pennsylvania as a non-profil
corporation.

Collecting EIT is CTCB's major function. Additionally, CTCB provides other collection
services including Occupation Assessment, Per Capita. Residence, and Local Services
Tax (LST) collection, utility billing collection and administration. and governmental
accounting software maintenance. CTCE also provides delinquent tax collection for any
tax collected, and prints tax bills and other forms for municipalities and school districts.
It is worth noting that CTCB already prints the individual tax returns for the following
Northumberland County School Districts:  Line Mountain, Shikellamy, Warrior Run,
Milton

Attached “Appendix 2" is the total tax revenue collected for the last five years for each
type of tax collected by CTCB

CTCB's mission is to provide our customer municipalities and school districts with
efficient, accurate, and responsive tax collection services in a timely and cost-effective
manner. \We will remain customer-focused and accessible 1o the communities we

sServe.

CTCB prides itself on its long-standing tradition and trend setting in the local tax
collection industry of Pennsylvania. For example, many tax forms designed by CTCB
are used by other collectors throughout Pennsylvania. CTCE management possesses
the integrity, leadership skills, and intelligence to provide effective tax collection services
to members in an often-changing legal landscape.

CTCB's goal is to provide the most efficient tax collection system at the lowest
possible cost. Interest from short-term investments, delinquent interest, penalties and
fines, plus delinquent costs of collection, are used to reduce the cost of collection to our
members/clents. When our overall net profits exceed our p'annad future operational
needs, we may lower our commission rate, as we do not have any owners or
stakeholders with profit motive.

While low costs of collection are important, thorough and efficient tax collection is even
more important. To previde efficient and customer-friendly collection. CTCB currently
has three offices in South Central Pennsylvania which are fully staffed by 42
employees.



4. CTCB Distinguishing Characteristics

CTCB offers more choices to a TCC than any other collector. CTCB is organized as a
non-profit bureau governed by the school districts and municipalities we serve. As
such, the Northumberland County TCC must decide how to utilize CTCB. If the TCC
decides to become full-fledged CTCB members, the taxing authorities will become
members of CTCB (and have a representative on our Board of Directors, which is the
governing body of CTCB.) Conversely, the TCC can engage CTCB to be a third-party
collector by entering into a Tax Collection Agreement with the Bureau

Becoming members of CTCB allows the Northumberland County taxing authorities to
have direct control over how their taxes are collected. The CTCB Board of Directors
meets five times per year to conduct bureau business. Standing committees meet more
frequently.

Central Pennsylvania is unique, and lucky, in that it is the only area in Pennsylvania with
several non-profit tax bureaus such as CTCB. While other TCCs want to form their own
tax bureau, very few are, citing time and expense. Northumberland County is in a
perfect situation to take advantage of CTCB as opposed to other non-profit bureaus
because of our size and technology.

CTCB has the ability to offer a comprehensive tax collection solution via our existing
infrastructure and business model. Because of the technology currently in place, CTCB
has the ability to grow drastically to provide EIT collection to several TCCs in
Pennsylvania. CTCB is based in Harrisburg, Pennsylvania, but through technology, is a
very mobile organization

Through imaging/scanning equipment that it is very close o purchasing, CTCB will have
the ability to open offices with minimal staffing anywhere in Pennsylvania  While
customer service is paramount to CTCB, the future of EIT collection will be based on
the abilty of collector offices to share information electronically. CTCB fully expects to
have state of the art imaging equipment/software in place by the end of 2010. CTCB
will supplement this proposal when it signs the contract to purchase imaging/scanning
equipment and software

CTCB offers online filing for both employers and individual taxpayers. Employers
have the ability to remit withheld taxes through an automated clearing house
(ACH) payment. CTCB has taken individual online filing one step further by
offering the taxpayers the ability to file the long form online. (Taxpayers who
move or hold multiple jobs during the year are still able to file online).
Additionally, both individuals and employers have the ability to pay their tax
liability online via credit card.



The most important distinguishing charactenstic about CTCB i1s that we are one of the
largest non-profit bureaus in Pennsylvania.  Because we have no owners or
stakeholders with a profit motive, any excess profits can be relurned to you through
lower comnussion raftes. Although our extremely low rale is quoted later in this
proposal, CTCB may lower the rate even further if our revenue exceeds fulure costs of
operation [t is worth noting that historically, CTCB has collecled taxes al a commission
rafe of around 0 7%!

5. Bureau Offices

CTCB currently has three offices in South Central Pennsylvania. Our main office is
located in the City of Harrisburg We also have an office in Carlisle, and an office in
Lower Paxton Township, Dauphin County. CTCB is more than willing to open a fully
staffed office in the Northumberland County Tax Collection District

6. Site Visits

CTCB welcomes representatives from the Northumberland County TCC to visit any of
our three offices. A visit will show the latest technology being utilized by dedicated
amployees whose goal is to maximize tax revenue for the PSDs we serve

7. Key employees

An organizational chart is included with the attached SAS 70 audit report. Currently,
CTCB employs the following Management Personnel: an Executive Director, a Deputy
Director, an Information Technology Director, an EIT Director, a Delinquent Depariment
Director and two office managers. CTCB currently employs twenty auditors and three
receptionists/mail clerks. Two auditors are devoted full time to processing refunds, and
twe auditors are assigned solely to handle claims (both incoming and outgoing) to other
tax collectors

All CTCB personnel will be dedicated to Northumberland County TCC EIT collection in
direct proportion to Northumberland County's percentage of CTCB business
Additionally, CTCB will open one or more offices in Northumberland County in order to
assist walk-in taxpayers and answer local phone calls.

Below is a summary of tax experience for key CTCB employees:



_ Joshua J. Vecchio — Executive Director = Eamed a BS in Finance from Penn
State University, a Juns Doctor (with honors) from Widener University Scheol of
Law and a Master of Laws in Taxation (with a cerbficate n employee benefits)
from Georgetown University Law Center Mr. Vecchio 1s a licensed attorney in
Pennsylvania and has been Executive Director of CTCB since January, 2009.

. David Doyle = Deputy Director = Graduated in 1980 with a BBA in Accounting
from The Pennsylvania State University at Harrisburg. In April, 1985, Mr. Doyle
was appointed as Executive Director of the Central Dauphin Earned Income Tax
Office. He served in that capacily until the tax office merged with CTCB in
January 2002. Mr. Doyle has been employed as Deputy Director with CTCB
since 2002 Mr. Doyle has served as a Director or Treasurer of the Pennsylvania

Earned Income Tax Officers and Collectors Association since 1996,

. Barbara Bonn - EIT Director — Has been with CTCB for 34 years, She began as
an auditor and is currently the EIT Director, as well as the coordinator for our
three offices. Ms. Bonn serves as the primary person responsible for training
new employees.

. Dave Gulden — IT Director = Has been with CTCB for 34 years. He was an
honors graduate from the Computer Learning Center of Fairfax, VA. Mr. Gulden
designed our computerized tax system in-house, regularly attends continuing
education courses, and is fluent in COBOL RPG, FORTRAN. Mr. Gulden
authored the work manuals that correspond to our current computernzed tax
system.

. Judy Line — Bookkeeper/Human Relations — Has been working in ax collection
since 1977, and has been with CTCB since 1983 in her position as bookkeeper.
She also handles CTCB's human relations.

. Michelle Shearer — Delinquent Department Director — Has been with CTCB for 21
years and has been Delinquent Department Director since 1994 In addition to
the collection of all delinquent taxes, her department collects and administers all
Local Services Tax and Occupational Assessment Tax

. Luanne Miller — Administrative Assistant 1o the Executive Director - Has been
employed at CTCB for 34 years. Her duties include gathering state tape
information from our member school districts, generating reports to escheats for
outstanding checks and designing forms that are printed and mailed internally



8. Other RFP responses

Perry County and Juniata County have already named CTCB as their Act 32 Tax
Collector. Additionally, CTCB has already responded to the TCC RFPs for Lehigh
County and Bucks County and Franklin County. CTCB intends to respond to the
following TCC RFPs: Carbon County, Dauphin County, and Lackawanna County.

9. Business Volume Capacity

Our IT Director designed CTCB's computerized tax system in-house. As such, CTCB
has the ability to seamlessly add new clients to our tax system  With the corresponding
hardware additions, there is no limit to the number of taxpayers and employers that
CTCB can serve. In 2002, CTCB successfully assimilated 2 significantly sized school
districts and their coterminous municipalities in the face of complicating tax reform
legislation.

In terms of high-speed telecommunication, CTCB is in the process of implementing
Multiprotocol Label Switching (MPLS) which will give all CTCE offices the ability ta
connect with one another. Through MPLS, CTCE can seamlessly add an office in the
Northumberland County TCD. CTCB offers a full compliment of onling services, which
prevides greater convenience to the employers and taxpayers we serve.  Online
services and our comprehensive website allow CTCB to drastically increase its volume
capacity with minimal additional costs.

In terms of bonding capacity, the Executive Director of CTCB is bonded by a Fidelity
Bond in the amount of five million ($5,000,000) dollars. This bond was issued by the
Ohio Casualty Insurance Company, which is rated "A" (Excellent). CTCB has the ability
to increase this amount to either ten million ($10,000,000) dolars or fifteen million
($15,000,000) dollars. It is unknown al this time whal the bond requirement for CTCB
will be in 2012 because it is currently unknown how many TCCs will name CTCB as
their collector. To procure higher bond amounts and higher insurance amounts in
general, CTCB contracts with an external insurance consultant. No bonding company
has ever revoked or reduced the amount of a bond camed by CTCB.

10. Conflicts of Interest

There are no relationships or interests of CTCB and its officers, directors or employees
that would arguably conflict with the interests of the Northumberland TCC or its political
subdivisions (hereinafter "PSD")
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There are no relationships or interests of CTCB and its officers, directors or employees
that would arguably conflict with the auditing firm or any other vendor which services

CTCB.

There are no family or profressional relationships between CTCB and its officers,
directors or employees, and any elected official or employees of the Taxing Authonties
within the Northumberland County TCC.

11.  Detailed Background and Operating Information

a. CTCB currently meets all the qualifications and requirements of a Tax
Collector established under Act 32 Thase requirements contained in
Section 506(b) of Act 32 are listed below unless they are addressed
elsewhere in this proposal:

CTCB has been not been convicted of a felony involving
fraud, extortion or dishonesty in any jurisdicton,

CTCB has not engaged in conduct which significantly
adversely reflects on our crediblity, honesty or integrity;

CTCB will comply with the education requirements for tax
officers once promulgated by the Department of
Community and Economic Development ("DCED");

CTCB collects, reconciles, and enforces income tax
imposed on residents and nonresidents of each PSD
included in the TCC. CTCB has already besn named as
the Act 32 Collector for Perry and Juniata Counties.
Additionally, CTCBE has been a “non-resident collector”
since its inception. CTCB also performs monthly EIT
reconciliation. The enforcment of the income tax through
our delinquent department will be described below in
more detail;

CTCB recewves and distributes taxes received from
employers. CTCB receives withholdings from employers
on both a monthly and a quarterly basis, and allows
employers to file the detail and remit the money online
via ACH, and also through credit cards;
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CTCRB currently makes monthly distributions to PSDs as
required by Section 513 of Act 32,

CTCB curnrently adheres to Act 72 requirements limiting
investments,

CTCB provides monthly reports to every PSD it serves.
Beginning in 2012, CTCB will provide a corresponding
monthly report to the Secretary of the Northumberland
County TCC.  These monthly reporls will show a
breakdown of all income taxes, income generated from
investments, interest and penalty collected, and other
money received for each PSD;

CTCB currently refunds overpayments made by
taxpayers back to said taxpayers

CTCB has adopted as Bureau policy the Retention and
Disposition Schedule for Records of Pennsylvania
Municipal Governments developed by the Local
Government Records Committee of the Pennsylvania
Historical Commission pursuant to the Municipal Records
Act (53 PaC S §1381) as ils operating procedure for the
retention and disposition of records,

CTCB participates in a program with the Pennsylvania
Department of Revenue to malch compensation and net
profits/loss as reported on the local earned income tax
return against the same items reported on the state
personal income tax return,

CTCB has and will file suits through our solicitor on

behalf of the PSDs we serve with regard to bankruptcies
and non-filings or non-remittance of taxes to the bureau,

CTCB currenlly adheres to the interest and penalty
provision of Section 509(i) of Act 32,

CTCB has adopted the fines and penalties for violation
provision of Section 509(j) of Act 32 by filing a criminal
complaint against taxpayers/employers who fail to file the
required returns.



Key CTCB personnel regularly attend seminars and conferences
regarding Act 32 including PSATS local governmental ed.ucational
seminars, PASBO webinars and PEITOAC meetings. To comply with
Acl 32, CTCB has already stopped providing Advances to PSDs, and
switched to the detaill method of distrioution as is required under Act 32.
Additionally, CTCB requires Quarterly Detail be filed with the Bureau as
is required under Act 32.

Over the past several years, CTCB has upgraded its technology
drastically to be Act 32 compliant. CTCB provides online filing te both
our employers and to our taxpayers. Employers can remit taxes
withheld to CTCB online via ACH and file the quarterly detail online as
well CTCB i1s one of the few collectors which ofters our taxpayers the
ability to file a tax return online regardless of their circumstances
(multiple jobs, moved, ete). Taxpayers can also pay any lax ¢nline via
credit card.

CTCB will soon be purchasing imaging/scanning equipment which will
save time and reduce the amount of paper slerage used by the Bureau.
Imaging will also drastically reduce the threat of human error because
the checks will be automatically deposited in our bank using Check 21
(deposits the checks into our bank electronically) The imaging
software will recognize payment vouchers along with the paymens to
allow for a completely automated collection process.

CTCB has a very robust website which provides the links to our online
filing Additionally, for those users who choose not to file online, every
form offered by CTCB is available online in ether a PDF or self-
calculating Excel file. Tax rates, links to our municipalities and school
districts, our Right to Know Policy, and the Taxpayer Bill of Rights are
all available on our website,

CTCB maintains a full-service delinquent collection operation, and is a
leader in the industry. We employ the use of second notices, certified
nolices, wage attachments, and criminal complaint filings The
delinquent collection process has been successful in every area we
serve as we work closely with local Magisterial District Judges. CTCB
personnel testify as needed 1o enforce the lax ordinances and
resolutions. As a quasi-governmental entity, CTCB is able to direclly
enforce tax collection efforts as a delegate of our clientele, saving them
the effot  Our Bureau Solicitor, on retainer, has vast experience on
local tax matters and is responsive to our client's concerns and

9



questions. Finally, the Executive Director 1s a licensed Pennsylvania
attorney who can represent the bureau for minor court appearances

CTCB is proud of its claims process. We regularly respond to claims in
a timely manner even when other tax collectors do not. The besl way
the TCC can verify how good a collector is at handling claims is by
contacting other collectors. CTCB welcomes the Northumberland
County TCC to contact other collectors to venfy the promptness of
CTCB's claims response time.

A claim is any request for funds owed to the Bureau by another collector
or an employer. A claim occurs when an employer remits withholdings
to another collector for a taxpayer that resides within a CTCB member
municipality, or when an employer withholds taxes from a taxpayer’'s
pay but does not remit the wilhholdings to the Bureau.

CTCB's claims audilors are responsible for all incoming and outgoing
claims. For a detailed description of our claims process, please see
page 25 of the Attached SAS 70 report.

Because each of our three South Central Pennsylvania offices is fully
staffed, we provide the best customer service to taxpayers and
employers that we serve. When you call one of our offices, you get a
live person almost immediately, not a recording which keeps you on
hold for several minutes. VWe encourage Northumberland County TCC
members to contact one of our offices during business hours to verify
this statement.

We cumrently assist taxpayers, at no charge, in filling out their local
earned income tax return. We handle walk-in taxpayers, phcne calls,
email gquestions, and online filings. We also offer payment plans to
taxpayers who cannot pay their entire liability at one time.

CTCB engages Nauman, Smith, Shissler and Hall (NSSH). LLP in
Harrisburg as our solicitor. It is a fully staffed law firm specializing in
municipal law, litigation and non-profit entities, NSSH provides legal
advice to CTCB in the areas of tax law updates, internal governance,
and prosecution of delinguent laxpayers, including appeals.
Additionally, the Executive Director of CTCE is a licensed Pennsylvania
attorney

To ensure that our staff is familiar with Act 32, monthly staff meetings
are held to update key employees on Act 32 as well as any other

10



changes in tax law Those managers then hold weekly meetings with
the staff to update them on any CTCB procedure changes to be Act 32
compliant.

i CTCB limits its investments to: short-term obligations of the United
Slates, deposits in savings, certificates of deposit, share accounts and
lime deposits, and deposits in investment pools established by the State
Treasuer or eslablished by local governments.  Histoncally, CTCB has
not segregated tax funds of different PSDs into different accounts.

j- CTCB uses several institutions to deposit tax furds. Most frequently,
CTCB invests with Citizens Bank and the Pennsylvania Local
Government Investment Trust (PLGIT). CTCB adheres to Act 72 of
2004, which is the Public School Code regarding investments. The
Bureau has entered into a Iri-party agreement between the Bureau,
Citizens Bank, and The Bank of New York. The Bureau receives a
monthly statement showing that the investments are collateralized in the
amount of 102% of the outstanding bank balance.

12.  Subcontractors and Outsourcing

CTCB contracts with the following vendors for our online filing system:

RBA Professional Data Systems, Inc.

240 Elmwood Street

State College, PA 16801

CTCB contracts with RBA to design our individual online filing system

Business Information Group {BIG)

156 North George Street, Suite 100

York, PA 17401

CTCB subcontracts with BIG to design our employer online filing system

Official Payments
Reston, Virginia
CTCB uses Official Payments to collect our credit card payments

13. Insurance, Bonding and other Information

a. Included in a separate pachet are three copies of: (1) CTCB's most recent
fiscal year and audited financial statements and management letters, (2) Our
SAS 70 audit which was completed on February 28, 2010 and accpeted by

1



our Board of Directors on Aprif 21, 2010; and (3) background infonmalion of
our CPA firm, Parente Beard. Please nole that these documenis are for
informational use only.

b. CTCB has the following insurance coverages:

1. The Execulive Director of CTCB is bonded by a Fidelity Bond in the
amount of five million {$5,000,000) dollars. CTCB currently has the
ability to increase this amount to either ten million (510,000,000)
dollars or fifteen million ($15,000,000) dollars

2. CTCB has cnime coverage in the amount of two million (52,000,000}
dollars per employee through Travelers Insurance. lt covers all CTCB
personnel and board members for employee theft, forgery, on-
premises and in-transit loss, money order and counterfeit currency,
computer fraud and funds transfer (cybertheft}, as well as some sub-
limit accounts and claim expense coverage

3. CTCR has error and omissions coverage (E&O) in the amount of one
million ($1,000 000) dollars through AIG Insurance. This coverage
protects CTCB against legal actions pursuant to employee hiring and
firng. and the issues that give rise to these actions.

4, CTCB has Fiduciary Liability Coverage in the amount of one million
($1,000,000) dollars through Darwin National Assurance Company.
The Fiduciary Liability Coverage protects against a Fiduciary wrongful
act defined in the policy as “any actual or alleged breach in
responsibilities, obligations or duties imposed upon a Fiduciary of a
covered Plan by [ERISA] or any regulations promulgated hereunder,
and any amendments thereto, or by the commaon or statutory law of the
United States or any state or jurisdiction anywhere in the world by any
Insured Person in his or her capacity as a Fiduciary of any covered
plan.”

c. CTCB contracts with an external, independent accounting firm annually to
obtain audited financial statements and an audited schedule of collections
and distributions, which includes testing a sample of "dollar for dollar” receipts
and payments to ensure that the tax revenue is being distributed to the
correct PSD. The financial statements are presented to our audit committee
and then are accepted by our Board of Directors. Included in a separate,
sealed envelope are three copies of our most recent fiscal year end audited
financial statements,

12



14.

15.

d No firm officer, director or key employee has ever been armested for or
convicted of any cniminal charge. One CTCB staff employee was arrested for
and convicted of a summary retail theft in 1978. The employee was found
guilty after an MDJ hearing and sentenced to pay a fine of 5100 with nc
further sentence. No other CTCB employee has any convictions.

e. In 2009, criminal background checks were conducted on all current GTCB
employees. All potential employees must undergo a cnminal background
check prior to their hiring. Any potential employee, otherwise selected for hire,
whose cnminal background check shows a conviction for any crime of
dishonesty or felony will nol be hired unless and until the Personnel
Committee approves his or her hire. Finally, the Board of Directors must
approve all new hires All criminal background checks are conductec through
the Pennsylvania State Police. CTCB will conduct follow up background
checks periodically,

Transition Plan

It is anticipated that the Northumberand County TCC will appoint their new

collector by September of 2010, The newly-named collector must communicate
with all current EIT collectors currently serving Northumberland County, and work

with them to ensure that all their records are properly transferred to the new
collector.

These discussions will begin immediately after the new collector is selected, and
the bulk of this work will be completed by the end of 2070 Also during late 2010,
office space will need to be researched and obtained so that county-wide
collection can starl in 2012

During early-mid 2011, the new Northumberland County TCD office must be
staffed and equipped. The staff must be trained on CTCB procedures, and
become familiar with our tax system.

Throughout 2011, CTCB will send out multiple notices to all Northumberland
County PSDs, employers and taxpayers indicating that CTCB is the
Northumberland County Collector beginning in 2012 All information will also be
on our website

Fees and charges

a. Transition Fees

13
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15.

Fees and charges
a Transition Fees

CTCB will not charge additional costs or fees to Northumberland County TCC or to
other collectors during the transition to our role as Northumberland County TCC Tax

b. Non-delinquent and delinquent tax collection fees combinad

(1) Basic collection commission — The Commission rate charged by
CTCB to the Northumberland County TCC for EIT shall not exceed
1.50%. This commission rate may be lowered if CTCB earns
enough revenue to offset future capital improvement costs. The
commission rate charged for LST collection will be done at cost
(not to exceed 2%). Curnrently, CTCB collects LST for around
1.70% for our members.

CTCB is willing to accept a lump sum annual fee for EIT in the
amount of $235 000 payable January 1, 2012 and each year

thereaftar,

(2) CTCB would not charge Northumberland County TCC for a Type I
SAS 70 audil because an audit was completed with the testing
period ending February 28 2010. The SAS 70 audit resulted in
an ungualified opinion. Future SAS 70 and CYSTRUST audits
are included in our low commission rate.

(3) The ability of CTCB to retain investment earnings (and offset our
costs of operation) is already included in the low 1.50%

commission rate.

(4) The ability to use our current financial institution and commingle
Northumberland County TCC funds togsther with the funds from
other TCCs is included in the low 1.50% commission rate

(5) CTCB is willing to accept a lump sum annual fee for EIT in the
amount of $235,000 payable January 1. 2012 and each year
thereafter for the next three calendar years.

(6) CTCB does not offer a proposal that would provide an incentive to
maximize collections, because that kind of service should be
provided in the basic cost of collection.

14
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(7) Act 1 Sterling Tax Credt Certification reports. postage and
mailing charges are included in the basic collection commission.
Basic postage and mailing charges are included in the basic
collection commission. The only time Northumberland County
TCC would incur additional charges from CTCB is if the TCC
requested a special mailing or other services unigue to that TCC
which is outside the purview of Act 32.

c. Non-Delinquent Tax Collection Only

(1) Basic collection commission - The Commission rate charged by
CTCB to the Northumberland County TCC for EIT shall not
exceed 1.50%. This commission rate may be lowered if CTCB
earns enough revenue to offsel future capital improvement costs
The commission rate charged for LST collection will be done at
cost (not to exceed 2%). Currently, CTCB collects LST for around
1.70% for our members.

CTCB is willing to accept a lump sum annual fee for EIT in the
amount of $235,000 payable January 1, 2012 and each year
thereafter.

(2) CTCB would not charge Northumberland County TCC fer a Type
Il SAS 70 audit because an Audit was completed with the testing
period ending February 28, 2010. The SAS 70 audit resulted in
an unqualified opinion. Future SAS 70 and CYSTRUST audits
are included in our low commission rate.

(3) The ability of CTCB to retain investment earnings (and offset our
costs of operation) is already included in the low 1.50%
commission rate.

(4) The ability to use our current financial institution and commingle
Northumberland County TCC funds together with the funds from
other TCCs is included in the low 1.50% commission rate.

(5) CTCB is willing to accept a lump sum annual fae for EIT in the
amount of $235,000 payable January 1, 2012 and each year
thereafler for the next three calendar years.

(6) CTCB does not offer a proposal that would provide an incentive to
maximize collections, because that kind of service should be
provided with the basic cost of collection.

15



(7) Act 1 Sterling Tax Credit Certification reports, postage and
mailing charges are included in the basic collection commission
Basic postage and mailing charges are included in the basic
collection commission. The only time Northumberland County
TCC would incur additional charges from CTCRE is if the TCC
requested a special mailing or other services unigue to that TCC
which is outside the purview of Act 32

d. Delinquent Tax Collection Only

(1) Basic collection commssion — The Commission rate charged by
CTCB to the Northumberland County TCC for delinquent taxes
shall not exceed 1.50%. This commission rate may be lowered if
CTCB earns enough revenue to offset future capital improvement
costs. The commission rate charged for LST collection will be
done at cost (not to exceed 2%). Currently, CTCB collects LST
for around 1.70% for our members.

CTCB is willing to accept a lump sum annual fee for EIT in the
amount of $235,000 payable January 1, 2012 and each year
thereafter.

(2) CTCB would not charge Northumberland County TCC for a Type
Il SAS 70 audit because an audit was completed with the testing
period ending February 28, 2010. The SAS 70 audit resulted in
an unqualified opinion. Future SAS 70 and CYSTRUST audits
are included in our low commission rate.

(3) The ability of CTCB to retain investment earmings (and offsetl our
costs of operation) is already included in the low 1.50%
commission rate.

{4) The ability to use our current financial institution and commingle
Northumberland County TCC funds together with the funds from
other TCCs is included in the low 1.50% cormmission rate.

(5) CTCB is willing to accept a lump sum annual fee for EIT in the
amount of $235,000 payable January 1, 2012 and each year
thereafter for the next three calendar years.

(6) CTCB does not offer a proposal that would provide an incantive to
maximize collections, because that kind of service should be
provided with the basic cost of collection.
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(7) Act 1 Sterling Tax Credit Certification reports, postage and
mailing charges are included in the basic collection commission
Basic postage and mailing charges are included in the basic
collection commission. The only time Northumberland County
TCC would incur additional charges from CTCB is if the TCC
requested a special mailing or other services unigue to that TCC
which is outside the purview of Act 32.

(8) Attached as “Appendix 3" is CTCBs approved schedule for
delinquent costs of collaction

16. Other Information or Comments - Conclusion

CTCB has always been a member-driven organization. Because we are a non-profil
corporation, we have no owners or stakeholders who make a profit when we succeed.
CTCB's only goal is to provide the most revenue for the least cost to the school districts
and municipalities we serve. In order to do so, we have upgraded our technology while
still adhering to the highest level of customer service.

To be Act 32 compliant, CTCB provides various informatienal reports to its members. A
report is issued at the time of distribution providing detail on the tax collections. CTCB
has the ability to tailor reports to fit our clients’ needs. Bureau management is directly
responsive to member concerns and attends meetings to provide further explanations
and answer questions regarding collection and distnbution. As requested, we will assisl
our members’ administration with budget eslimates for the taxes we collect. Also on
request, our Bureau provides its members with an annual listing of known taxpayers
within the TCD

CTCRB utilizes computerizaticn to the fullest extent in its collection process. Our bureau
utilizes advanced and comprehensive EIT software/programs. These have been refined
and enhanced by our internal information technology department. We maintain a
robust, user-friendly website where taxpayers, employers and tax return professionals
can get information and forms to aid in their understanding of, and compliance with the
tax laws. In addition to maintaining a vast amount of taxpayer and employer
information, our internal tax system is used in the following areas’

+ Taxpayer and employer compliance,
¢ On-line taxpay=r and employer history dating back tc tax year 1983

» Cross-referencing tax data;
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e Automatic interest and penalty calculation and billing;

+ Claims 1o taxpayers, employers, and other tax collectors, and the monitoring
of the receipt of these claims;

o« Complete delinquent files, which includes a monitor of partial paymenis, and
automatically prepares notices to those taxpayers that are in default thereof,

« Computerized preparation of all forms and notices. This includes computer
prepared criminal complaints,

» Tax information reporting by magnetic media. This is required, through EIT
regulations, of employers meeting the same threshold that requires like
reporting to the IRS/SSA. This eliminates hundreds of hours of manual input
and error comrections. Magnetic media reporting is not only received from
large employers, but is also received from other area collectors,

¢ Matching residents and taxable income to those reported to the Pennsylvania
Department of Revenue with follow-up on discrepancies

Confidentiality i1s strictly maintained for all tax and related information, and is one of the
ethical foundations upon which the Bureau was built. A certifed public accounting firm
performs an audit annually. These audit reports are reviewed and accepted by our
Board of Directors and mailed to all our members. Beginning with the 2006 audit, our
Board of Directors voted to expand the scope of the audit to sample test the member
distributions. This testing verifies, on a sample basis, that the tax revenues are being
distributed lo lthe proper municipalities and school districts  Each year, since our
inception, the Bureau has received an unqualified audit opinion. This is the best opinion
possible

Beginming in 2010, CTCB implemented the detail method of distribution as required by
Act 32. No longer will CTCB provide advances of any kind to PSDs or to other
collectors. CTCB maintains current information by requiring its employers to file
detalled quarterly reports as required under Act 32 The tax collection commission is
netted from distributions made to clients

CTCB has always been based in South Central Pennsylvania. Our employees reside
locally and want to see the bureau succeed, because they reside in the municipalities
and school districts that we serve. Several key employees have been with CTCB for
over 20 years. This type of dedication shows thal they believe in the principles and
service of the bureau. Because we will maximize revenue and provide the highest level
of customer service. Northumberland County will be well served by choesing Capital
Tax Collection Bureau as their collector fer 2012 and beyond
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Appendix 1 — CTCB officers’ names and
addresses

James E. Swenson — President
320 McKeehan Road

Nzw Bloomfield, PA 17068
(717) 571-8588

Larry Hartman — First Vice President
620 Piketown Road

Harrisburg, PA 17112

(717) 773-7549

E. Denny Beaver — Second Vice President
3611 Montour Street

Harrisburg, PA 17111

(717) 418-2310

Owen A Snyder — Third Vice President
53 Wes!t South Street

Carlisle. PA 17013

(717) 240-6900

Terry K. Unch = Fourth Vice President
PO Box 202

Ickesburg, PA 17037

(717) 438-3344

Jeffery L. Wright — Fifth Vice President
th

118 South 4 Streel
Steelton. PA 17113
(717) 554-0463

Gerald E Eby — Immediate Past President
52 White Oak Drive

Carlisle PA 17013

(717) 226-2498



Appendix 2 — List of tax revenues for the last five
(5) years

Eamed Income Tax:
2005: $113,362 984
20086: $114,793.225
2007 $123,775,963
2008, $129,968 915

2009: 5102,340,095

Local Services Tax:

2005 54,722,416.18
2005: §7,974,500,96
2007: $8.506,778 .95
2008: $5,731,625.64

2009: $4 803 579.62

Occupational Assessment Tax (Harrisburg Schocl District):

2005 $2,319,720.40
2008: 52,685 .215.26
2007: $2,377.013.97
2008: $2,543,285.59

2009 52,490,681 21


http:2,543,285.59
http:2006-$2,685,215.26
http:2,319,720.40
http:4.803,579.62
http:4,722,416.18

Steelton Borough Personal Tax:

2006: $86,034 938

2007 $145,398 56

2008: $141,863 96

2009 $154,314.20

2010 $34,927 69 (Note: This figure is through the First Quarer af 2010)

Highspire Borough Personal Tax.

2006. $51,355.87

2007: $58,425 71

2008 560,842 BY

2009 $65.726 41

2010 $22.604 76 (Note: This figue is through the First Quarer of 2010)

teelton-Highspire School District Pe I T

2005: $216,165 96

2006 $459 578 82

2007 $501.969.32

2008 $435662.13

2009 3470652 63

]



Appendix 3 — CTCB Costs of Collection Schedule

CAPITAL TAX COLLECTION BUREAU
SCHEDULE OF COSTS TO PROVIDE DELINQUENT TAX NOTICES AND TO
COLLECT DELINQUENT TAXES FROM INDIVIDUAL TAXPAYERS AND
EMPLOYERS
. INDHVIDUAL EARNED INCOVE TAX

A_ Non-filing individual taxpayer delinquency notices:

1. First notice — Standard Mail (initial 331 mailing) N Cost
2. Second notice (first delinquent notice) S 1000
3. Third notice (second delinguent notice) S 1000
4. Filing of non-traffic citation or private criminal complaint $20.00

Note, the above fees are cumulative, so il a taxpayer must be mailed a second
notice and third notice and if CTCB must file a eriminal complainvcitation, the
total fees will be $40

B, Unpad individual eamed immcome tax:

I, First non-payment notice 1™ Class Mail {(cach notice) No Cost
2. Second non-payment notice - 1™ Class Mal § 10.00
3. Third non-pavment notice — Certified Ml 100
4 Wage Attachment (including spousal wage anachment) $£32.00
5. Establishment of a payment plan $7.00

6. Suil in assumpsit or other appropriate remedy  Actual costs incurred”
Plus $20.00 preparation fee

Mote, the abowve fees are cumulative, so b a taxpayer must be mailed a sccond
notice and third notice and if CTCDR must 1ssue a wage sitschment, the total lees
will be $38

C. Caost 1o provide copies of liled tax relurns or W-2 [orms 1o taxpayers

1. Current year and nex! prior vear ¥ 5.00

2 2" prior year and older $ 1000

2. EMPLOYER EARNED INCOME TAX

A. Non-liling tax return or support documentation: (applicable for each

Juarier)

I. First delinguent notice — 1" Class Mail (each notice) Mo Cost
2. Second delinguent notice — 17 Class Matl (¢ach notice) S 10.00
3. Third delinquent notice — Certified Mail (each notice) $ 25.00
3. Preparation of Non-Tratfic Citation < 30,00


http:cOLl.f.rr

B. Unpaid employer’s remittance of tax withheld from emplovee (applicable for
cach quarter)

da d pd

L

First non-payment notice — 1™ Class Mail reach notice) $5.00
Second non-pavment notice - Certified Mal (each notice) 5 25.00
Preparation of Non-Traffic Citation $25.00
Preparation on re-filing of Non-Trattic Citation. due 10 $25.00
non-compliance

Establishment of a pavment plan BT .H)
Suit :n assumpsit or other appropriate remedy  Actual costs incurred”

Plus $20.00 preparation fee

3. OTHER TAX COLLECTION SERVICES (Occupational Privilege Tuax, Local
Services Tax: As applicable tor the designated tax vear or lax perniod).

A. Non-filing of return or supporting documentation

wad b

o

First delinguent notice - 17 Class Mail {each notice) No Cost
Second delinguent notice — Centified Mail {each notice) $ 1000
Preparation of Non-Tralliec Citation $20.00
Preparation on re-filing Non-Truffic Citation due 1o $ 40.00
Non-compliance

3 Unpaid taxes:

e i

wn B

First non-payment notice - 17 Class Mail (zach noticc) No Cost
Second non-pavment notice — Certified Mail (cach notice) £ 10.00
Wage Attachment (including spousal wage attachment) S 3200
Preparation of Non-Trathic Citation S 20,00
Preparation on re-filing ol Non-Traftic Citation due to 5 40.00

Non-compliance
Suit in assumpsit or other appropriate remedy  Actual costs incurred*
Plus $20.00 preparation fee

* =Actual costs incurred™ includes court fees such as filing and service
costs, legal fees paid by Capital Tax Collection Bureau 1o prosecute or
defend the specific case and any other costs incurred by the Capilal Tax
Collection Bureau while preparing to prosecute or defend the specilic
case, including but not limited 1o, witness lees, costs of oblaining certilied
documents from government regulatory agencics or other tax bureaus, ele.
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CAPITAL TAX COLLECTION BUREALU
RErORT ON CONTROLS PLACED IN OPERATION AND
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INDEPENDENT SERVICE AUIMTORS® REPOR'|

Capital Tax Collection Bureau
Harvisburg, Peonsylvania

We have examined the sccompanying description of conlrols elated to the Capial Tax Collection
Hurcau's collection and distribution of earped income 1ax.  Our exanumation included procedures o
obtnin reasonable assurance about whether (1) the accompanying descripion presents fairly, in all
material respects, the pspects of the Capital Tax Collection Burean's controls thor may be relevant to a
pser oreanization’s imernal control as it relules to an audit of fAnancial statements, (2] the wentrols
meluded in the deseription were suitably designed 1o achisve the control ubjectives spec lied in the
description, i1 those contenls were complied with satisfactorly, and (3 such contrels had been placed in
operation as of Fchruary 28, 2010, The comrol ohjectives were specilied by the management of the
Caputal Tax Collection Bureau. Our examination was performed in accordance with standards established
by the American Institute of Certified Public Accountants and included those procedures we considered
necesszry in the circumstances to obiain a reasonable basis for rendering our opinion.

Capital Tax Collection Buresu uses lwo (2) subservice organizations: REA Profess:onal Data Systems for
the development and maintenance of the luxpayer online filime system and QR Payments Carparation
Tar eredit cand payment processing services. The aceompanying description includes orly those contrals
and related control ehijectives of Capital Tax Collection Bureau, and docs nol e lude controds wd related
control objectives of the subservice organizations.  Our examination did not extend 1o contrels of 1he
subservice ofganizationy

In our opinian, the accompanying description of the alorementioned application presents Tairly, in all
nterial respects, the relevanl uspects of the Capital Tax Collection Bureau’s controls that had been
placed in operation as of February 28, 2010, Alsa, in our epinion, the controls, as described, are suitably
designed 1o orovide reasonable assurance that the speeilied control objectives would be achieved il the
described coatrols were complied with satisfactorily,

[ addition 10 the procedures we considered aecessary 1o render our apinion us expressed i the previous
paragraph. we applied tests to specific controls, listed in secton 11, to oblain evidence about thiel:
cliectiveness in meeting the control objectives, described in Section 11, during the period from August |,
2009 o February 28, 20M0, The specilic contrals and the nature_ timing, exient, and resulis of 1he tesis
are listad in Section 1. This informalion has been provided 10 user organizations of the Capilal Tax
Collection Bureau and w their auditors to be taken into consideration, along with mlormation about the
internal control at user organizations, when making sssessments of control risk for user organizations. In
our op nion, the controly that were tested, as described in Section 111, were aperating with sul%eient
elfectiveness to provide reasonable, but not absolute, assurance that the control objectives specified in
section 111 were achieved during the period from August 1. 2009 10 Februasy 28 2010, However, 1he
scope ol onr engagement did nol include tests w0 determine whether contool objectives nol listed in
Section 11 were achieved; accordingly, we express no opinion on the achievement of control objectives
not included in Section (11

1.000.7T45.82233
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The relalive effectiveness und significance of specific controls of the Capitel Tax Collection Bureau and
their ehteet on assessments of control nsk at user organizations are dependent on their interaction with the
controls, and other factors present at individual user organgzations  We have performed no procedures (o
eyilume the effectiveness of conlrols al individusl user organizations

The description of controls at the Capila! Tax Collection Burcau s as of' February 28, 2000, and
informativn about tests ol the operating ¢tlecliveness ol specilic conlrols covers the period rom Aupust
1. 200% to February 28, 2010, Any projection of such information to the futlure is subject 1o the risk that,
because of chunge, the descript on may no longer portray the controls i existence,  The potential
eftectiveness ol specilic controls at the Capital Tax Collection Bureau is subject 1o mherent limitalions
and, accordingly, errors or frad may ocove and ot be detected.  Furthermore. the profection of amy
conclusions, based on our lindings, to future periods is subject 1o the risk thnt changes way lier the
validity ol such conclusions.

The information included in Section 1V of this report & presented by Capital Tax Collection Rureau 1o
provide additional infomation 10 user organizations and s not o part of Capital Tax Collection Bureau’s
description of controls placed in operatien. The information n Section |V has not been subjecied 1o the
procedures applied in the examination ol (he descrnption of the controls rebited to the colection and
distribution of esmed income tax, and accordingly, we express no opinion on it,

This report is imtended solely for use by the management of the Capital Tax Collection Bureaw, ils
members, and the independent auditars of its memsers,

Stambaugh Ness, PC

York, Pennsylvania
March 24, 2010
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CAPITAL TAX COLLECTION BUREAL DESCRIFTION OF CONTROLS

DISTRIBUTIONS

The distribution of the EIT is done on a monthly basis 10 our members and on a quarterly basis W other lax collectors. BT collectivns fur a
particular month are distributed to members on the 1" business day of the second month afier they were collected.

I he beg nning and cut-off dates for EIT distribution to other collectors are as follows:
I™ quarter — December | through February 28
2™ quanier — March | through May 30
3™ quarter — June 1 through August 31
" quarter — September | through November 30

All payments, except curren! vear payments from employers are distributed with the guarter in which they were validated. The most current vear
W-2s input during the 1™ and 2™ quarters are not distributed until the 2™ quarter distribution.

The payment dates for the EIT distnbution to other collectors are as follows: April 1 (1% Quarter), July 1 (2™ Quarier). October |, (3™ Quarter)
und December 31 (1* Quarter).,

The I'SD ficld of a taxpayer’s master file record determings which I'SDs will receive distributions of camed income tax collected from that
xpaver. There 15 a PSD master file in the tax system that contains the effective tax rates and the name and address of the EIT collector for each
PsD in I'ennsylvania, Using the PSD field. the lax system automatically allocates payment detail to the municipality and schoel district based on
the tax rates for the given tax vear. The tax svstem also calculates the commnussion that is 1o be charged to each member based on a percentage of
the gross distribution, excluding refunds. The commission pereentage is decumented in the Bureau's bylaws,

Fuar the 2009 wx vear, ETT sdvance pavments are given (o our members based on 95% of like tax distributions 1 each member [rom the prior vear,
applicd 1 current year emplover S01 receipts, Form 501 is the employer’s deposit of earned income tax withholdings. Necessary adjustments are
also made when appropriate to consider changes in tax rates. etc, The advances are prepared by the Executive Director and are reviewed by the
Dieputy Mrector. Please note that starting in tax vear 2010, CTCB will no longer be providing advances to members or to other collectors

as CTCH has adopted the detail method of distribution.

Several distribution reports are generated by the lax system. For our members, distribution reports are run after the monthly totals ure verified
from the monthly reports. Fur other collectors. the quanterly 1otals are veritied trom the quarterly reports. A distribution detail report is printed for
cach PSD, showing the names, addresses, and amounts for each line of payment detail that comprises the detail portion of that PSD’s distribution.
Fimally, a summary report is printed for each of nur members showing the tofal detail of collections for the month, the advance payment, refunds
deducted, and commission deducted.
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CONTROL CONSIDFRATIONS AL THE USER ORGANTZATION

Ihe contrale at Capital Tax Collection Bureau iCTCN) relating 1o Earned Income Tax eollection cover only a portiva of the overall internal
control. 1t is not feasihle for the control objectives related 1o the collection of Eamed Income Tax 10 be achieved solely by CTCB. The wuser
organizalions’ internal control ulso forms part of the overall control environment and must be evalusted in conjunction with CTCR's controls and
related testing summarized in Section Il In certain situmtion, the applicanon of specific controls by the client organizations is necessary 1o
achicve cenain contro] abjectives included in this repon.

Thus seetion highlights thuse internal contiol responsibilities that CTCR believes should be present fur each user. For users 10 rely on the controls
reported on herein, each client must evaluate s own intermal control 1o determine if the following procedures are in place. These controls. which
addiess the interfiace and communication botween each client and CTCR, arc not intended 10 be a complete listing of controls refated to the
financial statements of cach user.

e Liser organizations must notify Capital Tax Collection Bureau of any changes in the residen und non-resident cumed income tax rates for
their pelitical subdivisionis)

s Liser organizations must notify the Rurean of any changes to the organization’s bank account and/or routing number if the organization
receives distributions through ACH transfers,

e User organizations are respons:hlc for comparing the ACH transfor amount or check amount 10 the distribution summary that is mailed 1o
cach organization when distributions are made. and notifving the Bureau of any discrepancies in a timely manner

& Ulser orpanzations are responsible for laving @ represemiative anend and participate in Board of Directors meetings,

Section Il 32
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CAPITAL TAXCOLLECTION BL R E AL CONTROL ORJECTIVES. CONTROLS, ANID TESTS OF OPERAVING EFFECL TIVENESS

Controls Specificd by Testing Performed by
ﬁ.ﬂ—u-E Tax Collection Bureaun M-Hl-ﬂ.ﬁ' Ness Results of Tests
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INDEPENDENT AUDITORS' REPORT

Board of Directors
Capital Tax Collection Bureau
Harrisburg, Pennsylvania:

We have audiled the accompanying statement of net assets of the Capital Tax Coliection
Hureau (the “Bureau”) as of December 31, 2008 and 2007, and the related statement of
revenues, expenses, and changes in net assets and cash flows for the years then ended,
These financial statements are the responsibilly of the Bureau's management. Cur
responsibiity is lo express an opinion on these financial statements based on our audits.

We conducted our audits in accordance wilh auditing standards generally accepted in the
United States of America, Those standards require that we plan ard perform the audil 1o
obtain reasonable assurance atout whether the financial statements are free of material
misstatemenl. An audil includes examining, on a lest basis, evidence supporting the
amounts and disclosures in the financial statements, An audit also includes assessing the
accounting principles used and significant estimates made by masagement, as wel as
evaluating ‘he overall financlal statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

In our opinion, the financial statements referred lo avove present fairly, in all matenal
respects, the financial position of the Capital Tax Collection Bureau as of December 31,
2008 and 2007, and the results of its operations and its cash flows for the years then ended
in conformily with accounting principles generally accepted in the United Slates of America.

The Management's Discussion and Analysis on pages 4 through 8 is nol a required part of
the basic financial stalements but is supplementary information required by accounting
principles generally accepted in the Uniled States of Amernca. We have applied cerlain
limited procedures, which consisted principally of inquiries of management regarding the
methods of measurement and presentation of this supplementary information. However, we
did not audit the information and express nc opinion an it


http:con!orm.ly
http:fjllanc.al

Our audits were conducted for the purpose of forming an opinion or the basic firancial
slatements taken as a whole. The accompanying additional information presented on pages
21 to 26 is presented for purposes of additional analysis and is not a required part of the
aasic financial statements, Such information has been subjected to the audiling procedures
applied in the audils of the basic financial stalements and, in our opinion, s fairly stated in
all material respects in relation 1o the basic firancial stalements taken as a whole.

Gosontt /%Maﬁd Lec

Mechanicsburg, Pennsylvania
July 14, 2009



CapPiraL Tax COLLECTION BUREAU
MANAGEMENT'S DISCUSSION AND ANALYSIS

(UNAUDITED)

This section of the Capital Tax Collection Bureau's (the “Bureau”) annual linancial rapor
presents a namrativa overview and analysis of the Bureau's firancial performance for the
year ended December 31, 2008. Please read this discussion and analysis in conjunclion
with the accompanying financial statements and notes that follow, in order o obtain a
thorough understanding of the Bureau's financial condition al December 31, 2008.

Description of Basic Financial Statements

The Bureau presenis its basic financial statements using the eccnomic resources
measuremeant focus and full accrual basis ol accounting. The Bureau's basic financial
statemants include a slatement of net assets, a stalemenl of revenues, expenses and
changes in net assets, and a statemenl of cash flows. The basic financial statements also
include notes that explain the information recorded in the basic linancial statemants.

Financial Highlights

* 2008 marked the fourth straight year thal Bureau operations resulted in net income after
2004 and 2003 both resulled in net losses. In 2008, the Bureau had net income of
$295,561 as compared to net income of $1,283,089 for 2007, Nomally Interest income
is the main contributor to operating revenyes however due o lhe low Interesl rale
environmen! for investments, the Bureau saw a decrease in interest income from
51,918,312 in 2007 1o 5972973 in 2008. The other significant portion of operaling
revenues is the delinguent inleresl, penalties and fines thal were generated {rom our on-
going delinquent collection process. In 2008, the revenues generated from the
delinquent collections were $1,288,165 as compared to $1,328 627 for 2C07. Interest
income and delinguent intarest, penallies and fines comprise approximately 63% of the
total operating revenues,



CaPITAL TAXx COLLECTION BUREAU

MAMNAGEMEN
(UNAUDITED)

T'5 DISCUSSION AND ANALYSIS

Condensed Financial [nformation:

Statement ¢

f Net Assets:

The following condensed financial information provides an overview of the Bureau's

financial position al December 31, 2008 and 2007;

Assels:

Ca
Ca

sh and cash equivalents
pital assets, net

Prepaid maintenance and sofiware conlracts
Other assets

Total assets

Liabilities:
Tax ccllections in process of distiibution

Ca

pital lease obligalion

Other Liabilities

Total liabilities

MNel assets;

Iny
Un

ested in capilal assels
restricled:
Designated for capital assets

Other

2008 2007
$26.676,852 $28,755.313
598,752 10°.742
207,323 :
579,076 447,246
28,062,003 29,304,301
24,283,183 25,265,525
719,619 ,
321,119 596,255
25323921 _25.86G1.780
82,403 101,742
660,332 800.532
1075347  2.540.247
$ 2,738,082 § 3.442,521

(a) Net assets, the difference between assets and liabilities, decreased by
$704,439, which was directly attributable to our net income for 2008, less

our $1,000,000 equity distribution paid in 2008.

(b) Net capital assets, which are made up of property, planl and equipment,
decreased by $19,339 during the year ended December 31, 2008: due to
annual depreciation exceeding new assels acquired less capital debt,

(c) "Cash & Cash Equivalents" decreased by $2,078.461 in 2008 over 2007
This decrease was largely attributables to the $1,000,000 equity distribution
paid to members in August of 2008 and lhe reduction in net income of
$295 561 earned in 2008 as compared 1o net income of $1,283,089 for

2007.

]
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CarmaL Tax CoLLECTION BUREAU
MANAGEMENT'S DISCUSSION AND ANALYSIS
{UNAUDITED)

Summary of Cperations and Changes in Nel Asse!s:

The table below summarizes sources of nat assets and the change
the years ended December 31, 2008 and 2007

Operaling revenues:
EIT Commissions
Administrative fees
Interest, penallies, costs & fines

Tolal operating revenues
Operating expenses:
Emnployee wages, benefits & costs
Postage & Forms
Professional services
Occupancy costs
General & other cosls
Depreciation
Total operating expenses
Operating loss
Menoperaling revenues:
Interast income
Miscellaneous revenue
Total nonoperating income
Change in net assels
Total net assets - beginning

Equity distribution

Total net assels - ending

in net assets for

2008 2007
$1,181,058 $1,035,857
147 666 142,547
1288165 1.328,627
2,615,869 _2.508,08°
2,137,833 2,075470
564 989 516.2217
186,741 205,111
138,020 131,811
219177 170,793
47.606 42,035
3,204 366 3,143447
(677,477) _ (635,366)
972973 1918312
65 143
973,038 1918455
205 5681 1,283,089
3442521 2,852213

(1,000,000) _ (692,781)

$2.738,082

33,442,021
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Capital TAx COLLECTION BUREAU
MANAGEMENT'S DISCUSSION AND ANALYSIS

(UNAUDITED)

(a) “Interest, penalties costs & fines’ revenue decreased by $40,462 in 2008
compared to 2007. The Bureau is conlinuing to file criminal complainis
however due to staffing constraints the amoun! of complaints filed in 2008
was less than 2007,

(b) Operating expenses are dominated by employee wage and benefil costs,
but also include postage, material and supplies, prolessional services,
occupancy cosls, depreciation of other capital assels. Employee wages,
benefits and cost increased by $62,363 in 2008 over 2007, This increase
was from normal salary increases and payment of accrued sick and
vacation lhal was paid 1o several long-term individuals when they resigned.

{c) Nonoperatling revenues mainly consis| of interest earnings on short-term
investments of tax collections in process of distribulion. Interes! income
decreased by $945,339 or 49.28% for 2008 compared to 2007. This
significanl decrease was due o the fall in interest rates during the year.

Capital Assets and Debt Administration:

Capital Assels:

The Bureau's investmenl in capital assets at December 31, 2008, net of
accumulated depreciation, was $598,752, Capital assets consist primanly of
land, buildings and improvements, and equipment and furniture.

The following is a summary of capi'al assets at December 31, 2008 and 2007:

2008 2007
Land $ 2000 § 2000
Buildings & improvements 246,191 234171
Equipment & furmniture 1,248,901 716,309
Total capital assets 1,497,092 952 476
Less accumulaled depraciation (B98,340) (850,734)
Nel capital assets § 508752 §101,742

Long-Term Debt:

The Bureau entered into a five-year capilal lease agreement, during 2008. The
total obligation for lease payments at December 31, 2008 is $814,146, with
$94. 527 representing interest,

S i



CapitaL Tax COLLECTION BUREALU
MANAGEMENT'S DISCUSSION AND ANALYSIS
(UNAUDITED)

Economic Factors and Next Year's Budgets & Rates

The Bureau's final 200¢ bucget does nol provide for any equity distribution for the year and
is showing expenses exceeding revenue by 5681,275. The budgeted nel loss will be funded
by excoss reserves.

Contacting the Bureau's Financial Mang_gemem:

This financial report is designed to provide our cilizens, members and other interested
parties wilh a general overview of the Bureau's finances and to demonslrate lhe Bureau's
accouniability for the funds it receives. If you have queslions aboul this report or need
additicnal financial information, please contact:

JOSHUA VECCHIO, EXECUTIVE DIRECTOR
CAPITAL TAX COLLECTION BUREALU
2301 N3V STREET
HARRISBURG PA 17140-1803




CAPITAL TAX GOLLECTION BUREAU

STATEMENT OF NET ASSETS
DECEMBER 31, 2008 AND 2007

2008 2007
ASSETS
CURIKENT ASSETS:
Cagh and cash pdunvalonts $ 26076852 3 28705013
Accruad commissions meeivable 123,064 133,418
Administrallve feas ecoivable 42,025 102,217
Char recoivabiles 404 5606 195,759
Prapaid nipanses dfi Efd 16 A54
Tolal current assels 21202405 26820259
CAMTAL ASSETS:
Land 2.000 2,000
Muskdarng 246191 221mM
Equipmuant and Lirmnilure ___TME501 S80S
Totwl 1447002 052 470
Accumulated depreciabon {588 340) (b50,734)
Capital assots, net 504,752 101,742
PREPAID EXFENSES — Ty
Total nor-gurrent aasels 159,508 1601, 742
1OTAL $ 26062003 § 2830 301
MABILITIES AND NET ASSETS
CURRENT LIABILITIES:
Accounts payble 1 BaA0 § 46, 846
Accived salrkes and laxes 114 858 113,208
Acciueil componsaiad absonces 164,502 204 3340
Accrued commissions payalile . 229 T80
Current porson of capilal ksase obligation 121,185 .
Collactions in process of distribution:
Eamad income taxes (EIT) 24,000, 381 25,150, 148
Delinquent occupational assessmon and
vccupational priviege taxes 282 802 114 780
Total curron abilities 24 726 A47 25 481,780
CAPITAL LEASE DBLIGATION 594,44 .
Tola! inklities 25632302 25 BA1 THO
HET ASSETS;
§ wostment In copital pysuts 82,400 101,742
Linrestikcled 2850079 334 7ra
Tolal net asses 2,738.082 3442621
TOTAL 3062003 5 29 304,301

S Notes (2 Flnancinl Stalewils
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CAPITAL TAX COLLECTION BUREAU

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS
FOR THE YEARS ENDLD DECEMBER 31, 2008 AND 2007

2008 2007
OPERATING REVENUES!
Interest income £ 972973 5 1491832
Comimissions 1,781,058 1,036,857
Delingquent interest, penalties, and fines 1,288,165 1,328 627
Adminisirative fees 147,666 142,557
Miscellaneous = i) 143
Total operating revenues 3,589,927 4,426,536
OPERATING EXPENSES:
Saaries and benefits 2,137,833 2075470
Poslage 536,652 470,801
Prolessiuonal 186,741 205111
Qccupancy costs 106,068 100,360
Malernals and supplies 75,659 58,929
Repairs and mainienance 64,361 51,453
Deprecialion 47 6L6 42035
Telephone 31,9562 41,451
Frinting 28 337 47,426
Miscellaneous 23,331 21,981
Cortracted services 19,896 7.047
Oifice equipment rental 13,086 12,015
Travel 9,282 8,466
Insurance and bonds 7,555 8,357
Interes! expense 3,666 -
Adverlising . 2341 2,940
Total operaling expenses 3,294366 3143447
INCREASE IN NET ASSETS 295,561 1,283.089
NET ASSETS, BEGINNING 3442521 2,852,213
EQUITY DISTRIBUTION (1.000,000) (692,781)
NET ASSETS, ENDING $ 2738082 8 3,442.521

<ee Notes lo Finanoial Statements
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CAPITAL TAK COLLECTION BUREAU

STATEMENT O7 CAEH FLOWS
_FOR THE YEARS ENDEL ZECEMBER M, 2003 AND 2007

CASH FLOWSE USED "N OPERATING ACTIVITIES:
Casn racaivad lrom;
Memlseea, micdvrermbois, ond oo mrechis!
Cormmussionyg
Adndnisirative foos
Interest income

Intores, penallios, and inferest on celingiercies

Misaallaneois
Cash paymrenis for.

Wanilors

Salariey End wages

Inerost

E T tlisributicins on behalf of:
Menrbers and conbractual
MNanmemtzens

Cther than EIT distribitions

Met ciash uadasd moparitmg aclivitios

CASH FLOWS USED IN CAPITAL AND RELATED
FINARCING ACTIVITIES:
[Hs trititon of poguity 0 rmembens
Purchasa of capital nssels

Capaal lepse paymants

Met cash usod in capitzl and retaled
financing activilies

MET DECREASE IN CASH AND CASH EQUIVALENTS

CASH AND CGASH EQLIVALENT S, BEGINNING

CASH AND CASH EQUIVALENTS, ENDING

CASH FLOWS FRGM OPERATING ACTIVITIES,
Inerenss i nal gsssls

Adjusirmanis i reconciie increase in nal nssels (o Nl cash

usowl in cputations:

Dlespracizalion

Changa in assets and lahiflios
Accruod commissions rocesable
Adrynistralive Joes reseivalle
Othar recaivables
Prapaid nxpensay
Accounls payealile
Accued salares and wages
Accioed componsatac abaeicas
Accrued comimissions paynbla
Collactions in procass of distribution

NET CASH USED IN OPERATING ACTIVITIES

NONCASH FINANCING ACTIMITIES:
Capilal lease abligatian

Capital assol
Fropaid axpenses

2008 2007
§ 124055603 5 131,912638
1,1%1.376 1405, 532
£07 4540 113,763
a7 a73 1.818,312
1,288,165 1,328,827
6% 143
(1,165,044) 11.033733)
(2,173,012) i I50,513)
{3,466) .
(93,393,082} (51,086,30D)
(38.011,187) [306 454,955}
M) {5,892 644}
11,040 051) (85,131)
(1,000, 000) (3%92,781)
(28267} {37 A63)
ey 0 -
(1,038,400} (T30,244)
(2.078 461} (B15.475)
28,755,313 29,670,688
5§ 268870852 § 28765311
B 205061 §F 1281039
47 800 42,000
10,318 110, 708)
60,192 (8,814
{208,807} -
12,547 {4,9:57)
(10,477 34244
1.550 12,956
{36G,738) 12,1461
(226,180 720760
(382.342) __ {1,654,361)
§_(1040,061) $ (85, 131)
: 129,752
§ 516,343
5 13,403

See No'es io Filanca! Stalemonts
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CaAPITAL TAX COLLECTION BUREAU

NoTES To FINANCIAL STATEMENTS

1. NATURE OF OPERATIONS AND Suvmmary OF
SIGNIFICANT ACCOUNTING POLICIES

NATURE OF OPERATIONS

The Capital Tax Collection Bureau (the “Bureau”] 15 incorporatec in the
Commonwealth of Pennsylvania. The Bureau is a joint venture with one contractual
and 65 olher members who have an equity interest in the Bureau at December 31,
2008 Eight additional members who had an equity interest withdrew frem the Bureau
effective December 31, 2008. Equity distributions are made to members as availlable
generally based on the prior year's earmed income tax distribulion and taxables. The
members consist of local municipalities and school districts; as such, the Bureau is
considered a governmental organization.

The Bureau funclions as a central collection agency for the collection of eamed
income laxes for various municipalitics and school districts in the central
Pennsylvania region. In addition to the eamed income tax collection services, tha
Bureau contracts with certain municipaliies for the collection of local enabling laxes
such as per capita, residence, emergency and municipal services, and occupation
assessment taxes, as well as delinquent laxes.

Because the Bureau operates as an agent lor the collection of taxes for various
mupnicipalities, no amounts are recorded on the statement of net assels for laxes that
may be due, but that have not been reported by laxpayers or other area colleclors,
nor have taxes been recorded that have been assessed by the taxing authority, but
not yel paid by taxpayers.

REPORTING ENTITY

The reporting entity has been delined in accordance with the crileria established in
Slatement 14, as amended by Statement 39, issued by the Govermmental
Accounling Standards Board ("GASB®). The specific critaria used In delermining
whether the Bureau is cansiderad a component unit of any other organization or
whether other crganizations should be included in the Bureau's financial reparting
entity are financial accounlability, fiscel dependency and legal separation.

The Bureau is not a component unit of any other ormganization ner is any other
organization a component unil of the Bureau.

o
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CanTal Tax CoLLECTION BUREAU
NOTES TO FINANCIAL STATEMENTS

Basis OF ACCOUNTING

The Bureau uses the accrual basis of accounling. As such, revenues are recognized
whean eamed.

The Bureau follows all applicable Govemmental Accourting Slandards Board
(GASB) pronouncemants and only those applicable Financial Accounting Standards
Board (FASB) or its predecessors’ pronouncements issued through November 30,
14989, that do rot conllict with or contradict GASB proanouncemanls.

CASH AND CASH EQUIVALENTS

For the purposes of the statemert of cash flows, the Bureau considers all highly
liquid instruments with maturities of three maonths or less whenr purchased to be cash
equivalents.

PrRePAID EXPENSES AND OTHER CURRENT ASSETS

Prepaid expenses and other current assets as of December 31, 2008 and 2007
consist of various reimbursemenls receivable and prepayments for postage,
insurance, equipment maintenance, and software conltracts.

CaPITAL ASSETS

Land, building, furniture, and equipment have been capitalized al cost, Depreciation
is computed using the straight-fine method over the useful lives for building, furniture,
end equipment. The cost of maintenance and repairs is charged to operations as
incurred,

COMPENSATED ABSENCES

Vacalion days are usable following lhe calendar year in which they were earned.
Upon terminalion, employees will be paid for unused vacation that has been earmed
through the last day of work. Eligible employees accrue sick leave benefits at the rale
of 10 days per year. Unused sick leave benefits will be allowed to accumulate

indefinitely and upon termination, a portion of unused sick leave benefits may be
payahle.

o i



CaPI- AL Tax GOLLECTION BUIEAU
MNOTES TO FINANCIAL STATEMENTS

CoLLECcTIONS INn PrOCESS OF DISTRIBUTION

Caollections in process of distribution primanly consist of current year eamed income
tax collections awaiting setllement, prior year income tax collections, interest and
penalties assessed on employers’ returns, amounts due fo olher collectors and
municipalities and delinquent tax collections awailing distdbution. Distrioution of
current tax collections is subject to future adjustmerts pending completion of
corrpliance and redistribution procedures currently in process by the 2ureau. Such
adjustments resull principally from incorrect employee residence data fumished to
the Bureau by cerlain employers, The amounl of such adjustments, as well as the
political subdivisions thal will be affected, is not presantly known.

IncoME TAXES

The Bureau is exempt from income taxes under Section 115 of the Intemal Revenue
Code.

Us= OF ESTIMATES

The preparation of financial slatements in conformity wilh accounting principles
gene-ally accepted in the United States of Amerca requires management to make
estimates and assumplions that aflfect the reported amounts of assets and labiliies
and disclosure of contingent assets and habilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from thoso estimates.

NEW ACCOUNTING PRINGIPLE

Effectve January 1, 2008, the Bureau adopled Governmental Acceunting Standard
Board ("GASB") Slatemenl No. 50, Pension Disclostres-an amendment of GASB
Statements No. 25 and No. 27. GASB No. 50 establishes and modifies requirements
relaled to financial reporting by pension plans and by employers that provide defined
benefil and defined contribution pensions, The stalement enhances informalion
disclosed in notes to financial statements by pension plans and by employers that
provide pension benefits. The statement Is intended to improve the transparency and
decision usefulness of reported information aboul pensions by state and local
governmental plans and employers.

- 14 -
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CainTal Tax CoOLLECTION BUREAU
MNOTES TO FINANCIAL STATEMENTS

2. DEPOSITS

The Bureau invesls only in instruments thal are allowable under the Pennsylvania
Schoal Cede, Third Class City Code, the Borough Code, the First Class Township
Code, and the Second Class Township Code, Parmissible investments include U.S.
treasury bils, obligations of the U.S. government, deposits 'n savings accounts or time
deposits with financial instilutions subject to Federal Deposit Insurance Corporation
coverage or Acl 72 collateralizalion requirements, and investments in mutual funds that
are restricled to investing in the foregoing instruments.

Tre Bureau is subject to custodial credil risk which is defined as the risk that the Bureau
will nol be able to recover deposils if the depository institution fails or will not be able to
recover collaleral securities that are in the possession of an outside party. The Bureau's
poicy for custodial credit risk is to accept the collateral guidelines as defined in Acl 72.
Al December 31, 2008 and 2007, the Bureau's bank deposits were $35.432,.257 and
$33 983,062, respeclively. The difference between the bank and book balance consists
mainly of outstanding checks. The total bank balances insurod by the Federal Deposit
Insurance Corporation were $250,000 at December 31, 2008. The remaining bank
balances were secured by securitizs pledged by the financial institutions for such funds
but not in the Bureau’s name under Act 72 of 1971

3. CArRITAL ASSETS, NET

BALANCE BALANCE
DECEMBER 31, DECEMBER 31,

2007 ADDITIONS 2008
Land 5 2,000 £ 200
Building 234,171 $ 12,020 245,101
Equipmerd and furilure 716,305 16,247 732,552
Equipmant under capita. leass - _516,349 _ 515,344
962,476 544,616 1,487,092
Accumulated depreciation {B50.734) {17 606) __(808.344))
Capital assels, net $101,742 #4a7,.010 §_ 006,792
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CAPITAL TAX COLLECTION BUREAU
MoTES TO FINANGIAL STATEMENTS

BALAMCE IALANCE
DECEMBER 31, DEZEMBER 31,
2006 ADDITIONS 2007

Laru § 2000 B : ¥ 2000
Building 228,210 5,961 234171
Eguipment and furnitre R4 BO3 31,502 716,305
015,013 7 AB3 9524706

Accumulated depreciation {808, 508) _{42,035) LB60.734)
Capital assuels, ned #1006,315 $ 14,071 $101.742

4. PENSION PLAN

PLAN DESCRIPTION

The Bureau administers a single-employer defined benefil pension plan that covers
all of its full-ime employees, The bylaws of the Bureau give the Bureau's Execulive
Committee the authority to eslablish and amend employee remuneration, which
would include pension benefits. The plan provides retirement, disability, and death
benefits to plan members and beneficiaries. Retirement benefits are based on years
cl service and the empoyee's average monthly cempensation during the three years
before retirement. The plan does notissue a stand-alone financial report.

The plan had the following membersnip as of January 1, 2008, the cate of the plan's
latest actuarial valuation,

Retirees and beneficiaries receiving benefits 4
Terminated plan members entiled 1o but not yet
recefving bencfits 2
Active members 41
Total 47

FunDinG PoLICY

The contribution requirements of plan members and the Bur2au are established and
may be amended by the Bureau's Executive Commiltee. Plan members are required
to contribule 5.25% of their compensation and their contributions arz credited with
4% interest. The Bureau is required to contribule the balance of the plan cosls.

The !3ureau‘5 annual required contributions (ARC) in 2008, 2007, and 2006 were
595,&5&-. $90,687, and $97,256, respactively. The Bureau contributed those amounts
in each respeclive year. There was no net pension obliga‘ion (NP0,

- 16 -



Carmal Tax CaLLEzTiON BUurEAy
NOTES TO FINANCIAL STATEMENTS

The following is information about the methods and assumptions used to determine

the ARC for 2008 and 2007

Actuznal cost melhod Aggregate acluarial cost method

Assel valuation method Market value as determined by the {rustee

Actuarial assumptions:;
Invastment rate of return 6.50%
Projected salary increases 4

ScHEDULE OF FUNDING PROGRESS

Entry Age
Acluanal Actuarial Unfunded
Value Accrued AAL Funded Coveared
Valuation of Assets  Liakility (AAL)  (UAAL) Ratio Fayroll
Date (&) (b) _{ba)  (ab) = (c)

1/1/2008 §3,726,192 $3,878,641 152,449 96.1%  §1,223,384

ScHEDULE OF CONTRIBUTIONS FROM THE EMPLOYER

Annual Contributions

Rezommended From Percentage

Year Contribution Employer Contributed
1998 $ 8,534 $ 8534 1C0.0%
19899 10,011 10,011 100.0%

2000 1,189 1,901 100.0%+
2001 17,463 17,463 100.0%
2002 50,045 50,045 100.0%
2003 84,344 84,344 109.0%
2004 63,767 63,767 100.0%
2005 73,811 73.811 100.0%
2006 97,256 897,256 100.0%
2007 98,687 98,687 100.0%

- {7 -
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CaPitaL Tay COLLEGTION BUREAL
NOTES TO FINANCIAL STATEMENTS
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5. COMPENSATED ABSENCES

Tne change in the Bureau's compensated absences in 2008 is summarized as follows.

Balance, January 1, 2008 $206,330
Increases 150,004
Decreases 166,742)

Balanze, December 31, 2008 $169,592

6. OBLIGATIONS UNDER CAPITAL LEASE

The Bureau leases certain eguipmenl and software under the terms of a capilal lease
agreement. This obligation is collateralized by the related equipment and soflware.
Maintenance services were also included as a component of the lease.

The future annual minimum lease payments requited under the capital leases, logether
with the present value of the net minimum lease payments at December 31, 2008, are

as ‘ollows:
YEARS ENDING DECEMBER 31

2009 151,790
2010 165,589
2011 165,589
2012 165,689
2013 _ 165,589
Total minimum lease payments B14,146
Less amount representing interest __ 94 527
$719,619

BALANCE BALANCE

JANUARY 1, DECEMBER 31,
2008 ADDITIONS REDUCTIONS 2008
Capilal lease - $729,752 $(10,133) $719,619



CariTal Tax COLLECTION BUREAU
NOTES TO FINANCIAL STATEMENTS
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7. OPERATING LEASES

The Bureau leases office facilities in Carlisle and Harrisburg, Pennsylvana,. The leases
require current moenthly rental payments of 51,802 ard $3916 and expire ©n
October 31, 2012 and January 31, 2014, respectively. The minimum lease payments
are as follows:

YEAR ENDING DECEMBER 31 CARLISLE HARRISBURG
2009 $23,184 $ 46002
2010 23184 43,992
2011 24,744 46,992
2012 20,620 46,992
2013-2014 ’ 50,808

Total $91,732 $238.876

8. DesIGNATIONS OF NET ASSETS

Al December 31, 2008 and 2007, the Bureau's Board of Directors has designated lhe
use of unrestricled net assels as follows:;

2008 2007
Investment In capital assels £ B2403 5 101,742
Unrestricted:
Designated for capital replacements 680,332 800,532
Undesignated 1,979,347 2,540,247
Nel assets 92,738,082 $3,442.521

9. MAJOR MEMBERS
For 2008 and 2007, the Bureau had two members that paid commissions of
approximately 30% or more of lolal earred income tax commissions. These members
were |Lower Paxton Township and Central Dauphin Schaool District.

As of December 31, 2008, these members withdrew from the Bureau

- 19 -
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CapritaL Tax CoLLEcTioN BUREAL
NOTES To FINANCIAL STATEMENTS

10.

Risk MANAGEMENT

Since 2006, it has been the policy of the Bureau not to purchase commercial heaith,
dental, and vision insurance for the risks of losses lo which il is exposed. Instead, the
Bureau management believes it is more economical to manage its risks internally. ana
participates in a risk sharing arrangement as a member of the Pennsylvania Municipal
Health Insurance Cooperative ("the Cooperative™). Under tho terms of the cooperative
agreement, each parficipant pledges a percentage of oremiums paid in lo the
covperaltive to be available 1o cover losses of other members in excess of their slop loss
amounts. These are referred to as "Cross Recovery Funds”. In the event that the funds
pledged by all members should exceed the cooperative’s Cross Recovery Funds, the
Couperative has purchased stop loss insurance from commercial insurers that will
reimburse members lor 100% of all medical claims in excess ol that member's slop loss
limit. The Bureau's slop loss limil is $25,000 per year per participant. During the year
ended December 31, 2008, the Bureau received no stop loss reimbursements.

The Bureau continues lo carry commercial insurance for all other risks of loss, including
workers compersalion, lability and property and casually insurance. Sellled claims
resulling from these risks have no! exceeded commercial insurance coverage in any of
the past three liscal yaars.

-0 -
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SCHEDULE OF COLLECTIONS AND UISTRILUTIONS - MEMBERS
FOR THE YEAR ENDED DECEMBER 1, 2008

CAFITAL TAX COLLECTION BUREAL

HENMBLR

EGinTy  DISTRIBUNON

B S;img School Dlatrics
Binky Uorcugn

Bioomfigkd Baroug )

Bultaks Towaship

Cavlisie Area Schaol [Hsiict
Carliste BorougH

Carroll Townslip

Conlra’ Daushin Sohwol e
Canvire Towrship

Ciry of Hur=bury

Couke Townahio

Daphin Bawugh

Dicharman Toswns i
Duncarmon Borouwgh
Girpmmaond Sohoo! Tl (e
Graenwood Townsnip (unaln County}
Gioarmanod Townstip [Py Courty)
Itmmristurg Schoo District

Higl mpres Borugh

Hoperarell Townsiegp

Hlowes Tuwrniship

Jickson Township

dumuntr Township

Lpdmburg Borougn

I werpoal Barough

Liverpod! Townsnip

Lirwar Fankiond Towrmbis
Limapes ROFHIN Townategs

Lerwer Pancen Townsbeg
Bharynvia Rorough

M ddie Paion Towrs i

Killer Tomnsmp

Mty siown Bansugh

W Hotiy Spings Boroagh
Miwwd Bzl Balgugh

Newtiuig Borough

Himwport Borough

Mewpor School Dalnic
Mawrvilo Boroech

Mot East Madson Towneslisp
Bow i Rickdbeton | uwngue
Mewlls Nerwaon Tawealbis

vy Township

il Borstgh

Fastang Borcligh

Paniwook Bosough

Furn Townshig (Cuntwiaind Gounly)
Penn Towrship (Parry Counly)
ot Towrship

Fiyu Towrsihip

Savko Towrship
Shipponsburg Area School Districl
Shipaenstorg Bomagh
Stippenaburg Townehip

Bouth Midd elon Schonl Oisiric)
Leoulh Muddieion Tow: mhig
Sonsth Nowton Township

TOTAL
COLLECTED COMMSERIONS  WE5C. AC)
5 4504340 5 (42.898)

18,440 Iy
a7.a10 (1,778 .
121,09 {2.484) S
1510253 (74,601) :
1,394,857 {20,097 .
mdl"} " l.ﬂ'ﬂ N
158156 (232.80M) -
PRLLIE ] {4.408) -
3636827 (42 san)
21,410 (434
Te51d (1.609) -
6a7, T (VAT
1256024 {2,653)
1,405,733 (11.547) =
0,500 {1 1934) .
108268 (2200} i,
2570 004 (P6,TTE) .
21390 (5.124) ;
Fal B [4.008) (150253
H7.441 (1,267} -
38,185 [Phd) .
145,262 (2,0658) .
17,0 {381} -
&gl [1,554) i
100,768 (2.44) -
160,792 (RERET -
TH, 108 (314} .
naa1921 (130 744) .
248,554 15,04 -
00,037 XY .
[ {1,058}
fg, 741 (1,431
180,840 (3,770) .
11,928 {224) .
29,643 {54B) (232}
10%, 268 [, 1440) a
s (15, 157) -
1Mosw (2.220) d
65,951 {13405
11005082 {22,410
213,109 4, 344) 2
148,357 13,028) .
16,032 (37 .
175,400 (1, 40 (2,100)
52,725 (ERIEH i
302,749 18,191) :
NSETE 15, 904) .
24,157 {4aT) -
I 552 19,993) .
214,822 14,356 *
3710 (45,018 .
458,647 19.011) (¥E211)
136 R4S {2 i :
3408444 (=4, TR
£a,u87 {1,307}
123413 2.636)

0 aSaa
Fis
1,188
1,549
74,304
24,082
T a5t
Ird4 512
1,750
57 Dez
284
1,002
[RyIH
1,800
12,012
620
1,348
H6.401
3,243
FASE
2
w7

$ A4500002
18,267
f7,530
120,084
T, a04, M0

1,093,041
MG, 57
32,157 538
211,069
381400
21,79
70,5500
a2 325
124,202
1200, 180
50 (it
107,444
KELLREI
235 45)
164,785
52 nai
o
144 1RY
11T
HU, 2
168,941
161,756
153,204
6,397 (&8
240 543
B5E S 2
e A
#0231
185,480
11,080
24 308
104 820
1. 445973
1065 887
H4A73
1,002,008
2. Trs
147 511
15,514
141,058
S04
LR
FUERS
24023
262162
213343
1751400
431 B4
135,008
A48T 02
554060
122 ral
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CAPITAL TAX COLLECTION BUREAL

SCHEDULE OF COLLESTIONS AND DISTRIBUTIONS - MEMBERS

FOR THE YEAR ENDED DECEMEAER 11, 2004

. TOTAL

MEABER COLLECTED

South Wes, Madison Towship | 10,147
Southampton Towshlp [Cumbeerlane Coenty) SER TER
Soutnampton Townshp (Fraokin Counly) TL5.838
Spwing Towaship 20, T
Stanllon Borough 446721
Steakon-Highspia Schonl Distric) 673,765
Sumejuenita Schoo Destric] 3,865,218
Swatara Township 22368275
Toboyre Toarmship 30,505
Tusogrera Tawnship 96, 330
Tyrons Towns 181,411
Uppes Frankfiord Townahis RCER
Lipgzen M Tessmalilp 122 433
Walls Townilip 128,013
Waal Hanoves Township 1,126,650
Winsl Pannsborn Township 506G, 706
Wasl Purry Sulonl Districl 3.091.287
Whaaitfold Trwsshls 379,358
4 B3 074 860

COMMISSIONS WISC AD, EQLITY DISTRIBLTION
H (1421 % % asR 5 ea o
{t1.0828) 7,720 562, FA0
(14 425} 9,758 o 24
{4,800y - 299 214, 9r%
(9,700} = ] 443,419
{ta,687) 5544 671,672
(32 4d5) 34,855 Z 807, 62
{956, 373) 26,87 282174
1) a75 30,306
{1,546:3) 1,343 o6, 700
{3,272} 2173 160,312
{3,883) 2675 thgarz
(2,484} = 1,133 121 Mid
{2,540 - 1,854 125,977
(22,728 (7,082 13,101 1,002,853
111,B99) - Eirg afic, e
(38108} - 38,518 AE63 600
_{rgesm = AR SF03GE
1181 110) 8 doBAg)  § 1000006 § 98993082

See Notes 10 Financmal Stieesnts



CAPITAL TAX COLLECTION BUREAU

SCHEDULE OF COLLECTIZNG ANLY EISTRIBUTIONS - MEMOERS

FOR THE YEAR ENDED DECEMBE 1 11, 2007

MEMBER COberep  CUMMSSONS  MISC ADJ  EOUITY  DISTREUMON
iy Spring Sk Diakct 5 4586603 Bo(4a081y 5 W04 5 01T 5 4815800
Biain Barmugh 18 £C1 (378} - 3¢ 18 el
Btcon: Tiekd Boi Jugi B8 100 (.781) 1679 07,944
B ftaks Fovwiming 114,060 {3328 2,020 TIATST
Cariske Aran Sohool Districl 748,07 [FanTs) 14,101 101,598 7,537 rar
Coarlbles Bowough 1. 78057 {38, 180) nEn 1,771,050
Caeran Townsiip 520,851 {1nary) . @554 525 042
Central Denpe v Sohoo Disd ict 30,941,942 {74,002} £24870 - 30,768 75
Conie Torarrshin 232,040 (LW o] 4.1ca 22233
Ciy of Hasturg 3,600,873 (74,081 74,790 3,601,700
Cooke Toranmhip 24542 (04 3 FL T
Daupiwn Borough 80,131 at) - muo
Dickinzon Towr il 710,647 [RER:T 14,058 716162
Dunearmon Barowh 116,2ua (2.354) - Pl 1in,347
Carpersvond 5 efoo! Digine! 1,499,120 (12077 4,20 16,07 1 e
Graanwood Towimhip [Junlata County) 41 410 {842) Hot d1,070
Graemwoad Township (Perry County) o723 {1,963} 1,808 o707
e isburg Schiond Distict 1364127 (71.481] 7651 A.3680,.127
Highspios Borough 123242 [4,B24) 4,425 ded B
Hix o) Torarmins L {4 235) - A 510
Fomg Township 50,13+ 11,022 Bag S0, 1K
Jackson Towne! ip J8.612 {820} ™ a8
Jurmta Township 138,554 (2808) 2,504 138,018
Lardisberg Dorogn 15,633 (116} A4 15,672
Livet pool Borough 74,168 11,507) 1450 74,106
Liverpoc! Towship 103,32 {2,101} 1,854 104080
Levwer Fiankford Townsbil 171,181 (5400 3093 170, 80
Losar Mifllin Towmahip 153,312 {3,114} 2084 153,183
Loaar Pavion Township f.310,642 {1286 ) - a9 e
Weoarysvila Bosough 244 3653 14,832% 4313 243,744
Micidla Pasign Townabia 626,341 {12847) - E23484
Mk Townanp 7644 {1,753) 1042 BT anr
Kiliprsloesn Boomgh 80,535 {1451} 1,240 0,024
W Holly Sprngs Bor sugh U504 (AT 3431 184,773
Mt Butialo Dorough B,507 (s 225 B,049
HWowburg Borough 12455 ({23 . TS
Nowaord Barcugh 105,445 @130 2,249 106,540
Nowport School Dikinct 1,488,724 (6, By B,150 20,124 1,405 604
Newvite Borough 106,968 {2,153) 2004 106,009
Maorth East Viadacn Townssp 61,42 {1.24%) 1,414 81,308
Mot Micchulon Tewnship LG4 611 {20, 584) 8,367 1,012,400
Hovir Wewion Townshyp 211,701 (4.201) 3,072 SN1.004
Oibver Tawrship 145414 {2.063) 4834 1ahig, 0%
Crralrem Burough 11,245 268) . 12u7r7
Prxtang Borough 167,534 {3,307} 103,087
Moot Borough 230,140 {4,881) - 234,900
Ponn Townshigp (Cumbertand County) 3046, THE {0.222) 5,099 305 0c3
Penn Tosnehiy Pemy Counity) 268 609 i%440) 5,248 2,403
Fiérenc! Tirwrmstig 22538 (400 435 2613
Rye Towastip 200312 {5,475) 4 /84 286223
Savilg Towshio 205 824 {4 162) . 17175 205, 442
Shipperstur Aioa Schod Distrct 4726003 (44,887) 10,309 . 3,892,284
Stippermtung Boroaph 411,807 (0 457) . i 403,290
Sivppersaurg Toemslip 126848 (2,700 : ! 154,148
South Mddiaton Schiol Districl JaBa2ia (34.813) T ant 42 038 3,500,041
Sout Winateon Tow el BBATT {1.480) 2 " 1 Ha
South Newtan Township 120,540 (2.204) 2,194 128,158



CAPITAL TAXK COLLECTION BUREALU

SCHECDULE OF COLECTIONS aND CISTRIBUTICNS - MEMBERS
FOR THE YFAR ENDED DECFMHEER 31, 2067 - e e
MEZMBER 0 D-_IEI:TS'II'E u COMMIGSIONS.  WISC ATl EQUITY LIS TRIELUTICN
South Wesl Madson Tawnghip 3 B¢ AAD b (1,380) : 1 5 1,351 £ B7 Bz
Soulhampion Townshy (Comberandg County) 541,235 (11.474) . B4, 761
Soutnamplon Toswmshin {Franklin County) 704,502 {14, 405) - - S0,
Hpring Townzship 231,553 {4 E00) - 1,588 85
Stewiior Buwugh 202615 (B.a71) a7es 403025
Sieohon.Highspire Schoo! Cislrct B0 854 {15,220} : 12,247 10t
Susquenite Schoal District Z,A60 243 [30.55G) 7.704 501 400 3,580,040
Seenlarn Towaahin 2138.024 (43, 2584 - - 2062 766
Tt e Towship 28 ABE {5a5) 4A3 28,780
Tyscarom Townshio i 255 (1,991) - 1,656 og01n
Tyrone Townstp 168,052 {3,204 - 2478 167,75
Lppesr Franwiord Teswnsbip 1854462 13,753) - e 184, 395
Lipper Ao Townshp 118 885 12400 2,155 118 450
watts [ownahip 1M N (24513 218 121,002
Wigsl Hanowvar Tomnship 1034100 {20,8580) - - 103120
West Fennshore Townstep SEBG 304 (12, 174) - 9627 526,813
Wust Pony School District 3856600 (45,702 8131 55, 0017 9,983,00M
wWhealfiek! Townelip 151,864 B L - __ 6238 35]JpH5
$ 01,418,100 ${181.805) B 12650 $ecu7m1 S E0,088.500
See Noles 1o Finangal Slatements
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CAPITAL TAX COLLECTION BUREAU

NONMEMBER EIT DISTRIBUTION SCHEDULE
FOR THE YEAR ENDED DECEMBER 31, 2008

Nonmember political subdivisions and other area colleclors:

Central Tax Bur=au $ 1,370,454
Chambersburg Area Wage Tax Office 1,193,627
Derry Township Earned Income Tax Office 1,286,151
H. A Berkheimer Associales 2,075.254
Juniata County Tax Office 612617
LLancaster County Earned Income Tax Office 6,196,636
Lebanon County Eamed Income Tax Office 1,877 022
Other nanmember political subdivisions and collectors 3.204 334
Upzer Dauphin Tax Olfice 1,214,657
West Shore Tax Bureau 14,670,547
York Adams Tax Bureau 2,309,888
Eamed income lax distibuted 338,011,187

See Notas to Financial Statlements
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CAPITAL TAX COLLECTION BUREAU

NONMEMBER EIT DISTRIBUTICN SCHEDULE
FOR THE YEAR ENDED DECEMBER 31, 2007

Naormember political subdivisions and other area collectors:

Cenlral Tax Bureau 5 1,109,694
Chambersburg Area Wage Tax Office 1,126,199
Derry Township Earned Income Tax Office 1,229,036
H. A. Barkheimer Associates 1,924 €10
Juniata County Tax Ollice 584,125
Lancaster Counly Earned |rcome Tax Office 7.975221
Lebanon County Eamed Income Tax Office 1,708,095
Other nonmember political subdivisions and colleclors 3,442,301
Upper Dauphin Tax Office 1,164,222
Wesl Shore Tax Bureau 14,005,948
York Adams Tax Bureau 2,091,504
Earned income lax distribuled $ 36,450,055

See Noles to Financial Statements
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About ParenteBeard

ParereHoad ik the Mid Atlartic's leading regponal certified pubiic accounting and Dusness acvisory [Im with more than
1 2001 toam mombars serving middie market and small DUSNESE chenls AcrOss the region. The 164 panner hern has 25 offices

located in Pennsyivana New Jorsey. New York, Maryiand, Delawars and Texas. Tha firm is rarked anong the Top 25 fems n

thiy UISA and is an indapandant mamber of Baker Tily intermational,

Fast Facts

Founded: Octotm 1, 2009. Legacy firms Parente Aandolph and
Baarc Mibes Cornpany establshed n 1370 and 1946, meapectively,

Heatguarters: Fhilaodeiphia. PA

Locabons: &% ol ces i Pancsyhana, New Yok New Jersay,
Detaware, Maryland and Texas

Total Team Members: Approamately 1,200
Partnors: 154

Net Ravenues: 8175 milkon

Fincal Year Ena: Jecomber 21

Services and Industry Sectors; Plsase vt our wobsdn ol
ParenteBaard com

Giobal Resources ParenieBeard is an independent msmier of
Aake Villy Intemational, an affikate network of 147 scocounting and
consufting fms e 114 countries wih mone than 28,000 st
woridwidke and aggrogato revenus cf neady 53 ilhon

HBaker Tilly Internabenal, ihe largest independent retwork o public
AccouMing fema o the LLS. and the eighth larges! necwork n the
world], provides sTmeadiate access 10 prolassonpls with experise on
Al lows and Dusdiess ractices 50 we Can ellectivaly serve chisnts
Ay Peimpes in (e world

Professional Aftilatioms: ParentaBeard s a mamber of the
Amprcan inshitule of Corttied Public Accountants (AICPA), ancd s
i proud rmamber of the AICPAs PCPS (Frivate Companies Practios
Bectlon Firm Practive Center and ita throe qualty centers Conler
o didit CQluabity, Ermplobes Banefit Plan Audit Quality Canter and
Gewmrnmental Audit Quality Canter

ParermieBeard and the PCADR: As an indepandant auditor of
PUbIC COMpPanies, wa are required 1o be and am registoroed with 1he
Pubilic Company Accounting Ovarsighl Board IPCADB), We awdil
npproximately 110 Secuntes and Exchange Commssion nsgsiranis

Executive Team

Chairman, Lamar J Sioitsius

Bowmrd of Directors
Detwa Bowes
Frank Brernan
Domimc Caglioti
Pobwert Cisrufioli, ex-oficio
Gregory Cruming
Hanry Gubeoman
John Mealon
Joe O'Nelt
Barry Palagatt
Timolty Simmaons
Larmar Staltzfus, ex-officio
Jaffrey Vrabel

Chiel Executive Oflicer, Robart Ciarufioh
Chee! Operating Officer. Jeftrey Fero
Chaef Fisk Officer, Phil Santarsili

Chuef Adminestrative Oficer, Jody Keller

Coed Financial OMicer, Rober Haedics

W racenteseard

ParenteBeard.com
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ParenteBeard Firm Locations

Headquarters

Cne Liberty Hace
1650 Market Streal
Suite 4500
Prtadelphia. P& 19103
Phona: 215 872.0701
Fax: 715 5634825

Regional Centers

Central PA and Maryland

{Badttrnore, AODHanover, Harmshoarg, cancasiar,

Mechamcabory amd York, PA)

Greg Crumling

Regional Managing Carector

Phone: 717 B4& 7000

Email. Greg CrumliigéParemteBeard.corm

Eastern

illentow:, Lefwgh vabey and Feading, PA)
Dawvid Zinkler

Regronal Managing Dwrector

Phone: 610 3358 8180

Email: Danad £ ink ey @ParenieBeard. com

MNew York/New Jersey
{Clark, NJ/New York Cily)

Waher Brasch

Hagonal Maraging Direcior

Phone: 7.32 388 5710

Email: Walter Brasch@ParenteBeard com

Naorthern P&

(Altaona, Clarks Swevnil, Couderspor. Stale College.

Weslitsbaro, Walkes-Barre ana Wilhamspor, FA)

Dawid Capitano

Remonal Managing Direcror

Phone: 412 637 6408

Email: Dawd Capitanoé ParenieBeard.com

Philadeiphia
(Piladedpta and Malver, PACHarry HIN, N
Wiirmngton, DE)

Faul Kirnmaartin

Aegional Managing Director

Phone: 215 887 2218

Email: Paul KinmartmeParenteBeard com

Pittsburgh

{Pritstaiir g F T

Bud Kelly

Hegional Managing Dhrect ol

Phona: 412231 3500

Email: Bud Kelly@ParenteBeard. com

Upstate NY

(Syracuse, NY)

Wade Becker

Raguonal Managing Drsctor

Phone: 315 471 2777

Email: Wade Becker@ParenteBaard com

WPrarenteBeard

ParenteBeard com

RARKER TILLY
INTERMATIONMNA |
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Public Sector

h "

ed an a nurg firm tha t anly 15 wwell-versed 10 thi
techmcal reporting regqueements ol pul soctor crganizations, but
s one which approaches your orgar non from a businessperson
porspeciive We serve more than 400 public sector argamzat
and have the b w-how to hely ir chients ach therr missworn
and maintain transparent financal accountability to their donor
e ||-'|!|'_ | 1 wices and other COonstituencies We havi
represented the public 1o T many yea neludimg inty, ity &
loca qowerr ents;, privale loundations, educational organizations;
health and human service orgamzations, the arts & music trade and
prol Nl assi fis; Authont perating | hinancing)

ervironmental orgat LIon:
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Beniranie wath the RS and sate astontes
Arpdits ol lecerdl Fvedrcts no=r OlIB-1 33
I'.H'-'fll' ML {14

Franeu! slatesvon] audits, réievs, ardd € ey ilatiny

el S et e 1 Ac=wmepaiitnre] R an
e fepquite] sdle comphance anc
valloeey ook aed i

Payerd At employmen” 1ax assnldrce

Salte Tar svaludtion

* [ ansulling
RN N L] B rma iy Al FI|I|L:. [._Ifjrﬁl'.lr i

e mbwiunhg 9N anyic [FLe L Frani el p|.|ll Wl Ly

Bulgetimg o o ey aesirancs

Cash and L ooy manbc2maent
P LW Ead TER CT TR T 1 B L hovansal e

Inteemal cortrols ree ey ane etommendancns.
IT vt 1y ovalaATions

II_Irj:-_-r-'-||||||1 Saldriaid .III|I|',".I'.

Fianess a0 pHic eney anralys

GYeotian 457 romiplarce e iy

Non-Profit
o A, accanling A tas
Ssyictaren with the [RS and s@te adtian ey
Aacties (b Tecee s awarcds wrder OMB- 133
tsirige audiis)
Agchiy under laderal angd stale ganding ooulaans
Fraancal staement audhils, ey and comorialioms
Bopnres G0 ¢ Wld] peparabine
Ctsaieond At canhing ard bosk beriimg sHiyLas
Sales ard payroll s evaluation

Lipre A e Lara sl i9e o e own uat on

® ol ting
Bty ceyelapmest and coneuiling
Froeobirere benetin prhany comssuly g and agmirstra g
Fovar e oo non i aftver brarsiboon manadement
Inlormiahion SECunly $Ences
Irpeeral corerals revimsy and e omumendd o
rrerae ann alianse facilizahar
Lt srivarnal and feanoal systerms consothing
CroageriAntirad it [rarcdl assessamen
Progrdm evaludlion and induslry sdas

Slra g ard Business plannn

For more information please contact us at 800.267.9405 or visit ParenteBeard.com

Accountants & Business Advisors
= ParenteBeard t



SAS 70 Services
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examinabions and inte ntrol audits ur SA I project

performed by a team of professionals who are dedicated exclusiveh,
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(CHERRY _
| BEKAERTA, |

|HOLLAND

To the Principals of
Parenie Randolph, LLC . _
and the Center for Public Company Audit Firms Peer Review Commitice

We have reviewed the svatem of quality control for the accounting and auditing practice of Parente Randolph,
LLC (the firm} applicable to non-SEC issuers in effect for the year ended July 31, 2008. The finn's accounting
and auditing practice applicable to SEC issuers was not reviewed by us since the Public Company Accounting
Orversight Board (PCADB) is responsible for inspecting that portion of the firm's accounting and auditing practice
in accordance with PCAOB requirements. A system of quality control encompasses the firm's organizational
structure and the policies adopted and procedures established to provide it with reasonable assurance of
complying with professional standards. The elements of quality control are described in the Statements on Quality
Control Standards issued by the American Institute of Certified Public Accountants (the AICPA). The design of
the system, and compliance with it, are the responsibilities of the firm. Our responsibility is to express an opinion
on the design of the system, and the firm's compliance with that system based on our review,

Our review was conducted in accordance with standards established by the Peer Review Committee of the Center
for Public Company Audit Firms and included procedures 1o plan and perform the review that are summarized in
the attached description of the peer review process, Our review would not necessanly disclose all weaknesses in
the system of quality control or all instances of lack of compliance with it since it was based on selective tests.
Because there are inherent limitations in the effectiveness of any system of quality control, departures from the
system may occur and not be detected. Also, projection of any evaluation of a system of quality control 1o future
perinds is subject to the risk that the system of quality control may become inadequate because of changes in
conditions, or that the degree of compliance with the policies or procedures may deteriorate.

In our opimon, the system of quality control for the accounting and auditing practice applicable 10 the non-SEC
issuers of Parente Randolph, LLC in effect for the year ended July 31, 2008, has been designed to meet the
requirements af the quality control standards for an accounting and auditing practice established by the AICPA,
and was complied with during the year then ended to provide the firm with reasonable assurance of complving
with applicable professional standards.

C.‘it\-nﬁf‘la” B Lot i‘. "{W A0 o

Lynchburg, Virginia
November 22, 2008
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Aftachment 1o the Peer Review Report of Parente Randolph, LLC
Description of the Peer Review Process

Overview

Firms enrolled in the AICPA Center for Public Company Audit Firms (the Center) Peer Review Program have
their system of quality control periodically reviewed by independent peers.  These reviews are system and
compliance oriented with the objectives of evaluating whether:

The reviewed firm’s svstem of quality control for its accounting and auditing practice applicable 1o non-
SEC issuers has been designed to mest the requirements of the Quality Control Standards established by
the AICPA.

The reviewed firm’s quality control policies and procedures applicable to non-SEC 1ssuers were being
complied with to provide the firm with reasonable assurance of complying with professional standards.

A peer review is based on selective tests and directed al 2ssessing whether the design of and compliance with the
firm's system of quality control for its accounting and auditing practice applicable to pon-SEC issuers provides
the firm with reasonable, not absolute, assurance of complying with professional standards. Consequently a peer
review on the firm’s system of quality control is not intended 1o, and does not, provide assurance with respect to
any individual engagement conducted by the firm or that none of the financial statements audied by the firm
should be restmed

The Center's Peer Review Committee (PRC) establishes and maintains peer review standards. At regular
meetings and through report evaluation task forces, the PRC considers each peer review, evaluates the reviewer’s
competence and performance, and examines every report, letter of comments, and accompanying response from
the reviewed firm that states its corrective action plan before the peer review is finalized. The Center's stafl plays
a key role i overseeing the performance of peer reviews working closely with the peer review teams and the
PRC.

Once the PRC accepts the peer review reports, ietters of commens, and reviewed firms® responses, these
documents are maintained in a file available to the public. In some situations, the public file also includes a
signed undertaking by the firm agreeing to specific follow-up action requested by the PRC,

Firms that perform audits or play a substantial role in the audit of one or more SEC issuers, us defined by the
Public Company Accounting Oversight Board (PCAOB), are required to be registered with and have their
scoounting and auditing practice applicable to SEC issuers inspected by the PCAOB. Therefore, we did not
review the firm's accounting and auditing practice applicable to SEC issuers.

Planning the Review for the Firm's Accounting and Asditing Practice Applicable to Non-SEC Issuers

To plan the review of Parente Randolph, L1.C. we obtained an understanding of (1) the nature and extent of the
firm's accounting and auditing practice, and (2) the design of the firm’s system of quality control sufficient to
assess the inherent and control risks mmplicit in its practice. Inberent risks were assessed by obtaining an
understanding of the finm’s practice, such as the industries of its clients and other faciors of complexity in serving
those chients, and the organization of the firm’s personpel mo practice units.  Control risks were assessed by
obtaining an understanding of the design of the firm’s system of quality control, including its audit methodology,
and monitoring procedures. Assessing comtrol risk is the process of evaluating the effectiveness of the reviewed
firm's system of quality control in preventing the performance of engagements that do not comply with
professional standards.
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Performing the Review for the Firm’s Accounting and Auditing Practice Applicable 10 Noa-SEC lssuers

Based on our assessment of the combined level of inherent and control nsks, we identified practice units and
selected engagements within those unils to test for compliance with the firm's system of quality control. The
engagemenls selected for review included engagements performed under the Government Auditing Standards and
audits of Emplovee Benefit Plans. The engagements selected for review represented a cross-section of the firm’s
accounting and auditing practice with emphasis on higher-risk engagements. The engagement reviews included
cxamining working paper files and reports and interviewing engagement personncl.

The scope of the peer review also included examiring selected administrative and personnel files to determine
compliance with the firm’s policies and procedures for the elements of quality control pertaining to independence,
mtegrity, and objectivity; personnel management, and acceptance and continuance of chients and engagements.
Prior 10 concluding the review, we reassessed the adequacy of scope and conducted a meeting with firm
management to discuss our indings and recommendations.
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