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Independent Auditor's Report 

To the Board of Supervisors 
East Coventry Township 
Chester County, Pennsylvania 

Report on the Financial Statements 

We have audited the general fund, special revenue funds, capital projects funds, enterprise funds, 
and fiduciary funds presented in accordance with the reporting framework required by the 
Commonwealth of Pennsylvania Annual Audit and Financial Report Form DCED-CLGS-30 of 
East Coventry Township, Chester County, Pennsylvania (the Township), which comprise the 
modified cash basis balance sheet as of December 31, 2016, and the related modified cash basis 
statement of revenues and expenditures for the year then ended, and the related notes to the 
financial statements. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with the reporting framework of the Commonwealth of Pennsylvania Annual Audit and 
Financial Report Form DCED-CLGS-30 utilizing the modified cash basis of accounting as described 
in Note 2.  This includes determining that the modified cash basis of accounting is an acceptable 
basis for the preparation of the financial statements in the circumstances.  Management is also 
responsible for the design, implementation, and maintenance of internal control relevant to the 
preparation and fair presentation of the financial statements that are free from material 
misstatement, whether due to fraud or error. 

Auditor's Responsibility 

Our responsibility is to express an opinion on these financial statements based on our audit.  We 
conducted our audit in accordance with auditing standards generally accepted in the United States 
of America.  Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements.  The procedures selected depend on the auditor's judgment, 
including the assessment of the risks of material misstatement of the financial statements, whether 
due to fraud or error.  In making those risk assessments, the auditor considers internal control 
relevant to the Township's preparation and fair presentation of the financial statements in order to 
design audit procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the Township's internal control.  Accordingly, we 
express no such opinion.  An audit also includes evaluating the appropriateness of accounting 
policies used and the reasonableness of significant accounting estimates made by management, as 
well as evaluating the overall presentation of the financial statements. 
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Auditor's Responsibility (continued) 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our audit opinion. 

Opinion on Modified Cash Basis of Accounting 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
balance sheet - modified cash basis of East Coventry Township, Chester County, Pennsylvania, as 
of December 31, 2016 and the changes in the statement of revenues and expenditures - modified 
cash basis for the year then ended in accordance with the basis of accounting described in Note 2. 

Opinion on the Reporting Framework Required by the Commonwealth of Pennsylvania 
Annual Audit and Financial Report Form DCED-CLGS-30 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective modified cash basis financial position of East Coventry Township, Chester County, 
Pennsylvania, as of December 31, 2016, and the respective changes in modified cash basis 
financial position thereof for the year then ended in conformity with the reporting framework 
required by the Commonwealth of Pennsylvania Annual Audit and Financial Report Form 
DCED-CLGS-30. 

Supplementary Information 

Our audit was conducted for the purpose of forming an opinion on the financial statements as a 
whole.  The accompanying supplementary information, on Pages 28 and 29, is presented for 
purposes of additional analysis and is not a required part of the financial statements.  Such 
information is the responsibility of management and was derived from, and relates directly to, the 
underlying accounting and other records used to prepare the financial statements.  The information 
has been subjected to the auditing procedures applied in the audit of the financial statements and 
certain additional procedures, including comparing and reconciling such information directly to the 
underlying accounting and other records used to prepare the financial statements or to the financial 
statements themselves, and other additional procedures in accordance with auditing standards 
generally accepted in the United States of America.  In our opinion, the information is fairly stated in 
all material respects in relation to the financial statements as a whole on the basis of accounting 
described in Note 2. 

The accompanying supplementary information, on Pages 30 to 33, is unaudited and presented for 
purposes of additional analysis and is not a required part of the basic financial statements.  This 
information has not been subjected to the auditing procedures applied in the audit of the basic 
financial statements and, accordingly, we express no opinion on it. 

Basis of Accounting and Presentation 

We draw your attention to Note 2 of the financial statements.  The financial statements are 
prepared on the modified cash basis of accounting, which is a basis of accounting other than the 
accounting principles generally accepted in the United States of America.  The accompanying 
financial statements are presented in accordance with the reporting framework required by the 
Commonwealth of Pennsylvania Annual Audit and Financial Report Form DCED-CLGS-30. 
 
 
 
March 31, 2017 
Wyomissing, Pennsylvania 
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Governmental Funds  

General Fund
Special Revenue
(Including State 

Liquid Fuels)
Capital Projects Debt Service

100-120 Cash and Investments 967,479$       175,620$       2,032,313$    -$                   
140-144 Tax Receivable -                     -                     -                     -                     
121-129
145-149 Accounts Receivable (excluding taxes)
130 Due From Other Funds 8,017             -                     -                     -                     
131-139
150-159 Other Current Assets
160-169 Fixed Assets -                     -                     -                     -                     
180-189 Other Debits -                     -                     -                     -                     

989,758$       175,620$       2,032,313$    -$                   

210-229 Payroll Taxes and Other Payroll Withholdings -$                   -$                   -$                   -$                   
200-209 
231-239 All Other Current Liabilities 8,737             -                     -                     -                     
230 Due To Other Funds -                     8,017             -                     -                     
260-269 Long-Term Liabilities -                     -                     -                     -                     
240-259 Current Portion of Long-Term Debt and Other Credits -                     -                     -                     -                     

8,737$           8,017$           -$                   -$                   

281-284 Contributed Capital -$                   -$                   -$                   -$                   
290 Investment in General Fixed Assets -                     -                     -                     -                     
270-289 Fund Balance/Retained Earnings on 12/31 981,021         167,603         2,032,313      -                     
291-299 Other Equity -                     -                     -                     -                     

981,021$       167,603$       2,032,313$    -$                   

*  The financial position of the pension plan is held in a separate trust and therefore not included on the balance sheet.

See Notes to Financial Statements.

Balance Sheet - Modified Cash Basis 
December 31, 2016

Total Assets and Other Debits

Assets and Other Debits

-                     

-                     

14,262           

-                     

-                     -                     

-                     -                     

Fund and Account Group Equity

Total Liabilities and Other Credits

Liabilities and Other Credits

Total Fund and Account Group Equity



Proprietary Funds Fiduciary Fund* Account Groups Total

Enterprise Internal Service Trust and Agency General Fixed Assets General Long-Term Debt Memorandum Only

1,419,144$          -$                         250,541$             -$                           -$                             4,845,097$          
-                           -                           -                           -                             -                               -                           

-                             -                               33,458                 
-                           -                           -                           -                             -                               8,017                   

-                             -                               -                           
-                           -                           -                           -                             -                               -                           
-                           -                           -                           -                             -                               -                           

1,438,340$          -$                         250,541$             -$                           -$                             4,886,572$          

4,886,572$          

-$                         -$                         -$                         -$                           -$                             -$                         

-                           -                           250,541               -                             -                               259,278               
-                           -                           -                           -                             -                               8,017                   
-                           -                           -                           -                             -                               -                           
-                           -                           -                           -                             -                               -                           
-$                         -$                         250,541$             -$                           -$                             267,295$             

267,295$             

-$                         -$                         -$                         -$                           -$                             -$                         
-                           -                           -                           -                             -                               -                           

1,438,340            -                           -                           -                             -                               4,619,277            
-                           -                           -                           -                             -                               -                           

1,438,340$          -$                         -$                         -$                           -$                             4,619,277$          

4,619,277$          

4,886,572$          

-                           

-                           

19,196                 

-                           

-                           

-                           

TOTAL FUND AND ACCOUNT GROUP EQUITY

TOTAL LIABILITIES AND FUND AND ACCOUNT GROUP EQUITY

TOTAL LIABILITIES AND OTHER CREDITS

TOTAL ASSETS AND OTHER DEBITS
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REVENUES Governmental Funds  

Taxes General Fund
Special Revenue
(Including State 

Liquid Fuels)
Capital Projects Debt Service

301.00 Real Estate Taxes 1,168,463$      -$                      -$                      -$                  
305.00 Occupation Taxes (levied under municipal code) -                       -                        -                        -                    
308.00 Residence Taxes (levied by cities of the 3rd Class) -                       -                        -                        -                    
309.00 Regional Asset District Sales Tax (Allegheny County 

municipalities only) -                       -                        -                        -                    
310.00 Per Capita Taxes 39,605             -                        -                        -                    
310.10 Real Estate Transfer Taxes 141,825           -                        -                        -                    
310.20 Earned Income Taxes/Wage Taxes 1,223,737        -                        598,880             -                    
310.30 Business Gross Receipts Taxes -                       -                        -                        -                    
310.40 Occupation Taxes (levied under Act 511) -                       -                        -                        -                    
310.50 Local Services Tax** 54,672             -                        -                        -                    
310.60 Amusement/Admission Taxes -                       -                        -                        -                    
310.70 Mechanical Device Taxes -                       -                        -                        -                    
310.90 Other Local Tax Enabling Act/Act 511 Taxes -                       -                        -                        -                    

2,628,302$      -$                      598,880$           -$                  

Licenses and Permits
320-322 All Other Licenses and Permits 23,981$           -$                      -$                      -$                  
321.80 Cable Television Franchise Fees 121,044           -                        -                        -                    

145,025$         -$                      -$                      -$                  

Fines and Forfeits
330-332 Fines and Forfeits 21,402$           -$                      -$                      -$                  

21,402$           -$                      -$                      -$                  

Interest, Rents and Royalties
341.00 Interest Earnings 1,127$             544$                 1,637$               -$                  
342.00 Rents and Royalties 23,301             -                        -                        -                    

24,428$           544$                 1,637$               -$                  

** This tax was known as the Occupational Privilege Tax (OPT) prior to 2005 and the Emergency and Municipal
    Services Tax prior to 2008.

See Notes to Financial Statements.

Total Licenses and Permits

Total Taxes

Total Fines and Forfeits

Total Interest, Rents and Royalties

Statement of Revenues and Expenditures - Modified Cash Basis
December 31, 2016



Proprietary Funds Fiduciary Fund Total

Enterprise Internal Service Trust and Agency Memorandum Only

-$                                          -$                                          -$                                          1,168,463$                            
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            -                                            

-                                            -                                            -                                            -                                            
-                                            -                                            -                                            39,605                                   
-                                            -                                            -                                            141,825                                 
-                                            -                                            -                                            1,822,617                              
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            54,672                                   
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            -                                            
-$                                          -$                                          -$                                          3,227,182$                            

-$                                          -$                                          -$                                          23,981$                                 
-                                            -                                            -                                            121,044                                 
-$                                          -$                                          -$                                          145,025$                               

-$                                          -$                                          -$                                          21,402$                                 
-$                                          -$                                          -$                                          21,402$                                 

2,997$                                   -$                                          -$                                          6,305$                                   
-                                            -                                            -                                            23,301                                   

2,997$                                   -$                                          -$                                          29,606$                                 
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Intergovernmental Revenues Governmental Funds  

Federal General Fund
Special Revenue
(Including State 

Liquid Fuels)
Capital Projects Debt Service

351.03 Highways and Streets -$                     -$                      -$                      -$                  
351.09 Community Development -                       -                        -                        -                    
351.00 All Other Federal Capital and Operating Grants -                       -                        -                        -                    
352.01 National Forest -                       -                        -                        -                    
352.00 All Other Federal Shared Revenue and Entitlements -                       -                        -                        -                    
353.00 Federal Payments in Lieu of Taxes -                       -                        -                        -                    

-$                     -$                      -$                      -$                  

State
354.03 Highway and Streets 12,337$           -$                      -$                      -$                  
354.09 Community Development -                       -                        -                        -                    
354.15 Recycling/Act 101 -                       -                        -                        -                    
354.00 All Other State Capital and Operating Grants 22,500             -                        -                        -                    
355.01 Public Utility Realty Tax (PURTA) 2,801               -                        -                        -                    
355.02-
355.03

Motor Vehicle Fuel Tax 
(Liquid Fuels Tax) and State Road Turnback -                       269,158            -                        -                    

355.04 Alcoholic Beverage Licenses -                       -                        -                        -                    
355.05 General Municipal Pension System State Aid 100,617           -                        -                        -                    
355.07 Foreign Fire Insurance Tax Distribution 48,490             -                        -                        -                    
355.08 Local Share Assessment/Gaming Proceeds -                       -                        -                        -                    
355.09 Marcellus Shale Impact Fee Distribution -                       -                        -                        -                    
355.00 All Other State Shared Revenues and Entitlements -                       -                        -                        -                    
356.00 State Payments in Lieu of Taxes -                       -                        -                        -                    

186,745$         269,158$          -$                      -$                  

Local Government Units
357.03 Highways and Streets -$                     -$                      -$                      -$                  
357.00 All Other Local Governmental Units Capital and 

Operating Grants -                       -                        -                        -                    
358.00 Local Government Unit Shared Payments for 

Contracted Intergovernmental Services 22,667             -                        -                        -                    
359.00 Local Governmental Units, Authorities Payments and 

Payments in Lieu of Taxes -                       -                        -                        -                    
22,667$           -$                      -$                      -$                  

See Notes to Financial Statements.

Total Federal

Total State

Total Local Government Units

Statement of Revenues and Expenditures - Modified Cash Basis
December 31, 2016



Proprietary Funds Fiduciary Fund Total

Enterprise Internal Service Trust and Agency Memorandum Only

-$                                          -$                                          -$                                          -$                                          
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            -                                            
-$                                          -$                                          -$                                          -$                                          

-$                                          -$                                          -$                                          12,337$                                 
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            22,500                                   
-                                            -                                            -                                            2,801                                     

-                                            -                                            -                                            269,158                                 
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            100,617                                 
-                                            -                                            -                                            48,490                                   
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            -                                            
-$                                          -$                                          -$                                          455,903$                               

-$                                          -$                                          -$                                          -$                                          

-                                            -                                            -                                            -                                            

-                                            -                                            -                                            22,667                                   

-                                            -                                            -                                            -                                            
-$                                          -$                                          -$                                          22,667$                                 

478,570$                               TOTAL INTERGOVERNMENTAL REVENUES
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REVENUES Governmental Funds  

Charges for Service General Fund
Special Revenue
(Including State 

Liquid Fuels)
Capital Projects Debt Service

361.00 General Government 287,234$         -$                      -$                      -$                  
362.00 Public Safety 61,259             -                        -                        -                    
363.20 Parking -                       -                        -                        -                    
363.00 All Other Charges for Highway and Streets Services -                       -                        -                        -                    
364.10 Wastewater/Sewage Charges -                       -                        -                        -                    
364.30 Solid Waste Collection and Disposal Charge (trash) -                       -                        -                        -                    
364.60 Host Municipality Benefit Fee for Solid Waste Facility -                       -                        -                        -                    
364.00 All Other Charges for Sanitation Services -                       -                        -                        -                    
365.00 Health -                       -                        -                        -                    
366.00 Human Services -                       -                        -                        -                    
367.00 Culture and Recreation 5,719               -                        -                        -                    
368.00 Airports -                       -                        -                        -                    
369.00 Bars -                       -                        -                        -                    
370.00 Cemeteries -                       -                        -                        -                    
372.00 Electric System -                       -                        -                        -                    
373.00 Gas System -                       -                        -                        -                    
374.00 Housing System -                       -                        -                        -                    
375.00 Markets -                       -                        -                        -                    
377.00 Transit Systems -                       -                        -                        -                    
378.00 Water System -                       -                        -                        -                    
379.00 All Other Charges for Service 1,003               -                        -                        -                    

355,215$         -$                      -$                      -$                  

Unclassified Operating Revenues
383.00 Assessments -$                     15,410$            -$                      -$                  
386.00 Escheats (sale of personal property) -                       -                        -                        -                    
387.00 Contributions and Donations from Private Sectors 2,304               -                        -                        -                    
388.00 Fiduciary Fund Pension Contributions -                       -                        -                        -                    
389.00 All Other Unclassified Operating Revenues -                       -                        -                        -                    

2,304$             15,410$            -$                      -$                  

Other Financing Sources
391.00 Proceeds of General Fixed Asset Disposition -$                     -$                      -$                      -$                  
392.00 Interfund Operating Transfers -                       -                        300,000             -                    
393.00 Proceeds of General Long-Term Debt -                       -                        -                        -                    
394.00 Proceeds of Short-Term Debt -                       -                        -                        -                    
395.00 Refunds of Prior Year Expenditures 20,834             1,460                -                        -                    

20,834$           1,460$              300,000$           -$                  

3,406,922$      286,572$          900,517$           -$                  

See Notes to Financial Statements.

Total Charges for Service

Statement of Revenues and Expenditures - Modified Cash Basis
December 31, 2016

Total Unclassified Operating Revenues

TOTAL REVENUES

Total Other Financing Sources



Proprietary Funds Fiduciary Fund Total

Enterprise Internal Service Trust and Agency Memorandum Only

-$                                          -$                                          -$                                          287,234$                               
-                                            -                                            -                                            61,259                                   
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            -                                            

706,236                                 -                                            -                                            706,236                                 
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            5,719                                     
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            1,003                                     

706,236$                               -$                                          -$                                          1,061,451$                            

-$                                          -$                                          -$                                          15,410$                                 
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            2,304                                     
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            -                                            
-$                                          -$                                          -$                                          17,714$                                 

-$                                          -$                                          -$                                          -$                                          
-                                            -                                            -                                            300,000                                 
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            22,294                                   
-$                                          -$                                          -$                                          322,294$                               

709,233$                               -$                                          -$                                          5,303,244$                            
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EXPENDITURES Governmental Funds  

General Government General Fund
Special Revenue
(Including State 

Liquid Fuels)
Capital Projects Debt Service

400.00 Legislative (Governing) Body 14,674$           -$                      -$                      -$                  
401.00 Executive (Manager or Mayor) 125,593           -                        -                        -                    
402.00 Auditing Services/Financial Administration 71,132             -                        -                        -                    
403.00 Tax Collection 57,442             -                        -                        -                    
404.00 Solicitor/Legal Services 140,549           -                        -                        -                    
405.00 Secretary/Clerk 56,136             -                        -                        -                    
406.00 Other General Government Administration 29,396             -                        -                        -                    
407.00 IT-Networking Services - Data Processing 23,118             -                        -                        -                    
408.00 Engineering Services 202,751           -                        -                        -                    
409.00 General Government Buildings and Plant 66,582             -                        -                        -                    

787,373$         -$                      -$                      -$                  

Public Safety
410.00 Police 865,688$         -$                      -$                      -$                  
411.00 Fire 102,527           12,209              -                        -                    
412.00 Ambulance/Rescue -                       -                        -                        -                    
413.00 UCC and Code Enforcement 31,719             -                        -                        -                    
414.00 Planning and Zoning 47,331             -                        -                        -                    
415.00 Emergency Management and Communications 376                  -                        -                        -                    
416.00 Militia and Armories -                       -                        -                        -                    
417.00 Examination of Licensed Occupations -                       -                        -                        -                    
418.00 Public Scales (weights and measures) -                       -                        -                        -                    
419.00 Other Public Safety -                       -                        -                        -                    

1,047,641$      12,209$            -$                      -$                  

Health and Human Services
420.00-
425.00 Health and Human Services 6,141$             -$                      -$                      -$                  

Public Works - Sanitation
426.00 Recycling Collection and Disposal -$                     -$                      -$                      -$                  
427.00 Solid Waste Collection and Disposal (trash) -                       -                        -                        -                    
428.00 Weed Control -                       -                        -                        -                    
429.00 Wastewater/Sewage Collection and Treatment -                       -                        -                        -                    

-$                     -$                      -$                      -$                  

See Notes to Financial Statements.

Total General Government

Total Public Safety

Total Public Works - Sanitation

Statement of Revenues and Expenditures - Modified Cash Basis
December 31, 2016



Proprietary Funds Fiduciary Fund Total

Enterprise Internal Service Trust and Agency Memorandum Only

-$                                          -$                                          -$                                          14,674$                                 
-                                            -                                            -                                            125,593                                 
-                                            -                                            -                                            71,132                                   
-                                            -                                            -                                            57,442                                   
-                                            -                                            -                                            140,549                                 
-                                            -                                            -                                            56,136                                   
-                                            -                                            -                                            29,396                                   
-                                            -                                            -                                            23,118                                   
-                                            -                                            -                                            202,751                                 
-                                            -                                            -                                            66,582                                   
-$                                          -$                                          -$                                          787,373$                               

-$                                          -$                                          -$                                          865,688$                               
-                                            -                                            -                                            114,736                                 
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            31,719                                   
-                                            -                                            -                                            47,331                                   
-                                            -                                            -                                            376                                        
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            -                                            
-$                                          -$                                          -$                                          1,059,850$                            

-$                                          -$                                          -$                                          6,141$                                   

-$                                          -$                                          -$                                          -$                                          
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            -                                            

254,643                                 -                                            -                                            254,643                                 
254,643$                               -$                                          -$                                          254,643$                               
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EXPENDITURES Governmental Funds  

Public Works - Highways and Streets General Fund
Special Revenue
(Including State 

Liquid Fuels)
Capital Projects Debt Service

430.00 General Services - Administration 364,653$         10,377$            136,400$           -$                  
431.00 Cleaning of Streets and Gutters -                       -                        -                        -                    
432.00 Winter Maintenance - Snow Removal -                       18,548              -                        -                    
433.00 Traffic Control Devices -                       361,386            -                        -                    
434.00 Street Lighting -                       -                        -                        -                    
435.00 Sidewalks and Crosswalks -                       -                        -                        -                    
436.00 Storm Sewers and Drains -                       1,305                -                        -                    
437.00 Repairs of Tools and Machinery -                       15,524              -                        -                    
438.00 Maintenance and Repairs of Roads and Bridges -                       33,247              101,064             -                    
439.00 Highway Construction and Rebuilding Projects -                       160,000            -                        -                    

364,653$         600,387$          237,464$           -$                  

Public Works - Other Services
440.00 Airports -$                     -$                      -$                      -$                  
441.00 Cemeteries -                       -                        -                        -                    
442.00 Electric System -                       -                        -                        -                    
443.00 Gas System -                       -                        -                        -                    
444.00 Markets -                       -                        -                        -                    
445.00 Parking -                       -                        -                        -                    
446.00 Storm Water and Flood Control -                       -                        -                        -                    
447.00 Transit System -                       -                        -                        -                    
448.00 Water System -                       -                        -                        -                    
449.00 Water Transport and Terminals -                       -                        -                        -                    

-$                     -$                      -$                      -$                  
 

Culture and Recreation
451.00 Culture-Recreation Administration -$                     -$                      -$                      -$                  
452.00 Participant Recreation 56,948             -                        -                        -                    
453.00 Spectator Recreation -                       -                        -                        -                    
454.00 Parks -                       -                        -                        -                    
455.00 Shade Trees -                       -                        -                        -                    
456.00 Libraries -                       -                        -                        -                    
457.00 Civil and Military Celebrations -                       -                        -                        -                    
458.00 Senior Citizens' Centers -                       -                        -                        -                    
459.00 All Other Culture and Recreation 4,885               -                        -                        -                    

61,833$           -$                      -$                      -$                  

See Notes to Financial Statements.

Statement of Revenues and Expenditures - Modified Cash Basis
December 31, 2016

Total Public Works - Other Services

Total Public Works - Highways and Streets

Total Culture and Recreation



Proprietary Funds Fiduciary Fund Total

Enterprise Internal Service Trust and Agency Memorandum Only

-$                                          -$                                          -$                                          511,430$                               
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            18,548                                   
-                                            -                                            -                                            361,386                                 
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            1,305                                     
-                                            -                                            -                                            15,524                                   
-                                            -                                            -                                            134,311                                 
-                                            -                                            -                                            160,000                                 
-$                                          -$                                          -$                                          1,202,504$                            

-$                                          -$                                          -$                                          -$                                          
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            -                                            
-$                                          -$                                          -$                                          -$                                          

-$                                          -$                                          -$                                          -$                                          
-                                            -                                            -                                            56,948                                   
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            4,885                                     
-$                                          -$                                          -$                                          61,833$                                 



9

EXPENDITURES Governmental Funds  

Community Development General Fund
Special Revenue
(Including State 

Liquid Fuels)
Capital Projects Debt Service

461.00 Conservation of Natural Resources -$                     -$                      144,991$           -$                  
462.00 Community Development and Housing -                       -                        -                        -                    
463.00 Economic Development -                       -                        -                        -                    
464.00 Economic Opportunity -                       -                        -                        -                    
465.00 - 
469.00 All Other Community Development 3,000               -                        -                        -                    

3,000$             -$                      144,991$           -$                  

Debt Service
471.00 Debt Principal (short-term and long-term) 48,400$           -$                      120,421$           -$                  
472.00 Debt Interest (short-term and long-term) 8,690               -                        23,880               -                    
475.00 Fiscal Agent Fees -                       -                        -                        -                    

57,090$           -$                      144,301$           -$                  

Employer Paid Benefits and Withholding Items
481.00 Employer Paid Withholding Taxes and Unemployment 

Compensation 96,757$           -$                      -$                      -$                  
482.00 Judgments and Losses -                       -                        -                        -                    
483.00 Pension/Retirement Fund Contributions 214,299           -                        -                        -                    
484.00 Workers Compensation Insurance -                       -                        -                        -                    
487.00 Group Insurance and Other Benefits 324,132           -                        -                        -                    

635,188$         -$                      -$                      -$                  

Insurance
486.00 Insurance, Casualty and Surety 37,300$           -$                      -$                      -$                  

Unclassified Operating Expenditures
488.00 Fiduciary Fund Benefits and Refunds Paid -$                     -$                      -$                      -$                  
489.00 All Other Unclassified Expenditures -                       -                        -                        -                    

-$                     -$                      -$                      -$                  

See Notes to Financial Statements.

Total Unclassified Operating Expenditures

Statement of Revenues and Expenditures - Modified Cash Basis
December 31, 2016

Total Employer Paid Benefits and Withholding Items

Total Debt Service

Total Community Development



Proprietary Funds Fiduciary Fund Total

Enterprise Internal Service Trust and Agency Memorandum Only

-$                                          -$                                          -$                                          144,991$                               
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            -                                            

-                                            -                                            -                                            3,000                                     
-$                                          -$                                          -$                                          147,991$                               

245,000$                               -$                                          -$                                          413,821$                               
199,591                                 -                                            -                                            232,161                                 

-                                            -                                            -                                            -                                            
444,591$                               -$                                          -$                                          645,982$                               

-$                                          -$                                          -$                                          96,757$                                 
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            214,299                                 
-                                            -                                            -                                            -                                            
-                                            -                                            -                                            324,132                                 
-$                                          -$                                          -$                                          635,188$                               

-$                                          -$                                          -$                                          37,300$                                 

-$                                          -$                                          -$                                          -$                                          
-                                            -                                            -                                            -                                            
-$                                          -$                                          -$                                          -$                                          
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EXPENDITURES Governmental Funds  

Other Financing Uses General Fund
Special Revenue
(Including State 

Liquid Fuels)
Capital Projects Debt Service

491.00 Refund of Prior Year Revenues -$                     -$                      -$                      -$                  
492.00 Interfund Operating Transfers 300,000           -                        -                        -                    
493.00 All Other Financing Uses -                       -                        -                        -                    

300,000$         -$                      -$                      -$                  

3,300,219$      612,596$          526,756$           -$                  

 

106,703$         (326,024)$         373,761$           -$                  

See Notes to Financial Statements.

TOTAL EXPENDITURES

EXCESS/DEFICIT OF REVENUES 
OVER EXPENDITURES

Statement of Revenues and Expenditures - Modified Cash Basis
December 31, 2016

Total Other Financing Uses



Proprietary Funds Fiduciary Fund Total

Enterprise Internal Service Trust and Agency Memorandum Only

-$                                          -$                                          -$                                          -$                                          
-                                            -                                            -                                            300,000                                 
-                                            -                                            -                                            -                                            
-$                                          -$                                          -$                                          300,000$                               

699,234$                               -$                                          -$                                          5,138,805$                            

9,999$                                   -$                                          -$                                          164,439$                               
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Note 1 - Nature of Activity 

East Coventry Township, Chester County, Pennsylvania (the Township), has an approximate 
population of 6,600, based on a 2010 census report, living within an area of 11.0 square miles.  
The Township is located in the northern portion of Chester County within the southeastern 
quadrant of the Commonwealth of Pennsylvania. 

 
Note 2 - Summary of Significant Accounting Policies 

The accompanying primary government financial statements conform to the modified cash basis 
of accounting as applicable to governmental units and are presented in accordance with the 
Commonwealth of Pennsylvania Annual Audit and Financial Report Form DCED-CLGS-30.  The 
following is a summary of the more significant accounting policies used by the Township. 

The Financial Reporting Entity 

The Township is a Pennsylvania Second Class Township, which operates under a Board of 
Supervisors form of government.  Accounting principles generally accepted in the United States 
of America require that the reporting entity consists of the primary government and 
organizations for which the primary government is financially accountable.  In addition, the 
primary government may determine through the exercise of management's professional 
judgment that the inclusion of an organization that does not meet the financial accountability 
criteria is necessary in order to prevent the reporting entity's financial statements from being 
misleading.  In such instances, that organization should be included as a component unit if the 
nature and significance of their relationship with the primary government or other component 
units, are such that exclusion from the financial reporting entity would render the financial 
reporting entity's financial statements incomplete or misleading.  In evaluating how to define the 
reporting entity, management has considered all potential component units.  The decision to 
include a potential component unit in the reporting entity was made based upon the above 
criteria.  There are no agencies or entities which should be presented with the Township. 

Basis of Presentation 

The accounts of the Township are organized on the basis of funds and account groups, each of 
which is considered a separate accounting entity.  The operations of each fund are accounted 
for with a separate set of self-balancing accounts that comprise its assets, liabilities, fund 
balance, revenues and expenditures or expenses, as appropriate.  Government resources are 
allocated to, and accounted for, in individual funds based upon the purposes for which they are 
to be spent and the means by which spending activities are controlled. 
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Note 2 - Summary of Significant Accounting Policies (continued) 

Basis of Presentation (continued) 

The various funds of the Township are grouped in the primary government financial statements 
in this report as follows: 

Governmental Fund Types 

Governmental funds are those through which most governmental functions of the Township 
are financed.  The acquisition, use and balances of the Township's expendable financial 
resources and the related liabilities (except those accounted for in proprietary funds) are 
accounted for through governmental funds.  The measurement focus is upon determination 
of changes in financial position rather than upon net income determination.  The following 
are the Township's governmental fund types: 

General Fund - is the primary operating fund of the Township.  It is used to account for 
all activities except those legally or administratively required to be accounted for in other 
funds.  The principal activities accounted for in the General Fund are general 
government, public safety, public works and recreation.  These activities are funded 
principally by property taxes, state-shared taxes and funds from other governmental 
units. 

Special Revenue Funds - are used to account for the proceeds of specific revenue 
sources (other than expendable trusts or major capital projects) that are either legally 
restricted to expenditures for specified purposes or designated to finance particular 
functions or activities of the Township.  The reporting entity includes the following 
special revenue funds: 

State Liquid Fuels Highway Aid Fund - is used to account for the proceeds from 
the State Motor License Fund.  Under the Act of June 1, 1956, P.L. 1944, No. 145, 
this Fund must be kept separate from all other funds and no other funds shall be 
commingled with this Fund.  Expenditures are legally restricted to expenditures for 
highway purposes in accordance with Department of Transportation regulations.  
Liquid fuels tax payments to the local government are accounted for in this Fund. 

Traffic Impact Fee Fund - is used to account for activities related to the costs of 
projects identified in the Pennsylvania Act 209 Transportation Improvement Plan.  
Monies are received as transportation impact fees from developments and other new 
construction generating additional traffic in the Township. 

Fire Hydrant Fund - is used to account for monies collected from an assessment on 
all properties within 780 feet of a fire hydrant (except farmland and private airports) 
to cover the cost of fire protection provided through fire hydrants.  The Township 
reestablished the assessment beginning January 1, 2015. 
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Note 2 - Summary of Significant Accounting Policies (continued) 

Basis of Presentation (continued) 

Governmental Fund Types (continued) 

Capital Projects Funds - are used to account for financial resources to be used for the 
acquisition or construction of major capital facilities (other than those financed by 
proprietary funds, special revenue funds and trust funds).  The reporting entity includes 
the following capital project funds: 

Capital Reserve Fund - is used to account for various capital projects and 
purchases that have a useful life of five years or greater and that generally are very 
costly.  This fund receives the majority of its income from transfer of monies from the 
General Fund. 

Open Space Fund - is used to account for the purchase and maintenance of 
property to be kept as open space by the Township.  This fund received income from 
a .25% of Earned Income Tax collected for the Township and other funding sources. 

Proprietary Fund Types 

Enterprise Funds - are used to account for the Township's operations that are financed 
and operated in a manner similar to private business enterprises where the intent of the 
governing body is that the costs (expenses, including depreciation) of providing goods or 
services to the general public on a continuing basis be financed or recovered primarily 
through user charges, or where the governing body has decided that periodic 
determination of revenues earned, expenses incurred and/or net income are appropriate 
for capital maintenance, public policy, management control, accountability or other 
purposes.  The measurement focus is upon determination of net income.  The reporting 
entity includes the following enterprise funds: 

Sewer Operating Fund - is used to account for receipt of sewer user charges.  
Major expenditures in this fund consist of operation of the sewer system which is 
operated as a public utility and loan repayment. 

Sewer Capital Fund - is used to account for receipt of sewer connection fees and 
expenses related to the construction, engineering and professional fees for the 
sewer system. 
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Note 2 - Summary of Significant Accounting Policies (continued) 

Basis of Presentation (continued) 

Fiduciary Fund Types 

Fiduciary funds are used to account for assets held by the Township in a trustee capacity or 
as an agent for individuals, private organizations, other governmental units and/or other 
funds.  The following is the Township's fiduciary fund type: 

Trust and Agency Funds - Trust funds are used to account for assets held by the 
government in a trustee capacity.  Agency funds are used to account for assets held by 
the government as an agent for individuals, private organizations, other governments 
and/or other funds. 

Escrow Fund - is used to account for the funds received from organizations for the 
completion of land improvements within the Township's boundaries. 

Benefit Escrow Fund - is used to account for funds transferred from the General 
Fund and is being held for specific benefits for the full-time police officers as part of 
the collective bargaining agreement. 

Basis of Accounting and Measurement Focus 

Basis of Accounting 

Basis of accounting refers to when revenues and expenditures or expenses are recognized 
in the accounts and reported in the primary government financial statements. 

Modified Cash Basis 

The Township's policy is to prepare its financial statements on a modified cash basis 
under which only revenues collected and expenditures paid, reimbursable costs 
receivable and intergovernmental due to and due from receivables and payables are 
recorded.  Under this basis, revenue is recognized when collected rather than when 
earned, and expenditures are generally recognized when paid rather than when the 
related liability is incurred.  Consequently, other receivables, other payables, inventories, 
long-lived assets, accrued income and expenses, and amortization and depreciation, 
which may be material in amount, are not reflected in the accompanying primary 
government financial statements which are not intended to present the financial position, 
results of operations or cash flows in conformity with accounting principles generally 
accepted in the United States of America. 
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Note 2 - Summary of Significant Accounting Policies (continued) 

Basis of Accounting and Measurement Focus (continued) 

Measurement Focus 

The accounting and reporting treatment applied to a fund is determined by its measurement 
focus.  Governmental funds are accounted for on a spending or "financial flow" 
measurement focus.  Governmental fund type operating statements present increases 
(revenues and other financing sources) and decreases (expenditures and other financing 
uses) in net current assets. 

Proprietary funds and nonexpendable trust funds are accounted for on a cost of services or 
"capital maintenance" measurement focus.  Proprietary fund type operating statements 
present increases (revenues) and decreases (expenses) in fund balance. 

Assets and Liabilities 

Cash 

For the purpose of financial reporting, cash includes all demand and savings accounts and 
certificates of deposits. 

Due To and From Other Funds 

Interfund receivables and payables arise from interfund transactions and are recorded by all 
funds affected in the period in which transactions are executed. 

Capital Assets 

Purchased capital assets are recorded as expenditures in the governmental fund types.  
Proprietary fund type capital assets are recorded as expenditures in the fund in which they 
are utilized.  Infrastructure assets consisting of certain improvements, including roads, 
bridges, curbs and gutters, streets and sidewalks, drainage systems and lighting systems 
are recorded as expenditures in the fund types expending the funds. 

Long-Term Debt 

Debt proceeds from issuance of long-term debt are recognized in the period received.  The 
payment of principal and interest is reported as expenditures when paid. 

Compensated Absences 

Compensated absences for vacation and sick leave are recorded as paid. 
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Note 2 - Summary of Significant Accounting Policies (continued) 

Equity 

Fund Balances 

Fund balances of governmental fund types and proprietary fund types are classified in two 
components: 

Reserved fund balance - consists of net assets with constraints placed on the use either 
by (a) external groups, such as creditors, grantors, contributors or law and regulations of 
other governments or (b) law through constitutional provisions or enabling legislation. 

Unreserved fund balance - is all other net assets that do not meet the definition of 
"reserved."  These assets are available for appropriation and expenditure in future 
periods. 

It is the Township's policy to first use reserved fund balance prior to the use of unreserved 
fund balance when an expenditure is incurred for purposes for which both reserved and 
unreserved fund balances are available. 

Revenues and Expenditures 

Revenues 

Except for revenue related to reimbursement of certain costs, revenues are recognized 
when received. 

Property Taxes 

The Township is permitted by state law to levy taxes up to 14 mills of assessed valuation for 
general purposes.  State law also permits additional millage to be levied for specific 
purposes as defined in the law.  The millage rate levied by the Township for 2016 was 
3 mills for general obligations and .12 mills for fire protection, as established by the Board of 
Supervisors.  Current tax collections for the Township were approximately 98% of the total 
tax levy. 

The Township's real estate taxes are based on assessed values established by the County's 
Board of Assessments.  The taxes are collected by an elected or appointed local tax 
collector.  Real estate taxes attach an enforceable lien on property when levied on 
February 1.  A discount of 2% is applied to payments made prior to April 1.  A penalty of 
10% is added to the face amount of taxes paid after May 31.  The Chester County Tax 
Claim Bureau collects delinquent real estate taxes on behalf of itself and other taxing 
authorities.  Return of unpaid real estate taxes to the Chester County Tax Claim Bureau is 
made by February 28 of the subsequent year. 

Intergovernmental Revenues 

Intergovernmental revenues represent revenues received from the Commonwealth of 
Pennsylvania, federal agencies and local governmental units generally to fund specific 
programs and are recognized when received. 
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Note 2 - Summary of Significant Accounting Policies (continued) 

Revenues and Expenditures (continued) 

Expenditures/Expenses 

Expenditures and expenses are recognized when paid. 

Internal and Interfund Balances and Activities 

Interfund activity, if any, within and among the governmental and proprietary fund categories is 
reported as follows in the fund financial statements: 

Interfund Reimbursements 

Quasi-external transactions are accounted for as revenues, expenditures or expenses.  
Transactions that constitute reimbursements to a fund for expenditures/expenses initially 
made from it that are properly applicable to another fund are recorded as 
expenditures/expenses in the reimbursing fund and as reductions of expenditures/expenses 
in the fund that is reimbursed. 

Interfund Transfers 

All other interfund transactions, except quasi-external transactions and reimbursements, are 
reported as transfers.  Nonrecurring or nonroutine permanent transfers of equity are 
reported as residual equity transfers.  All other interfund transfers are reported as operating 
transfers. 

 
Note 3 - Budget Matters 

The Board of Supervisors annually adopts a budget for the General Fund, State Liquid Fuels 
Highway Aid Fund, Traffic Impact Fee Fund, Capital Reserve Fund, Open Space Fund, Sewer 
Operating Fund and Sewer Capital Fund.  Budgetary control is legally maintained at the fund 
level. 

The Second Class Township Code provides for the modification of the budget and supplemental 
appropriations and transfers. 

Appropriations, except open project appropriations, encumbrances and unexpended grant 
appropriations, lapse at the end of each fiscal year. 

The budget is prepared on the same modified cash basis of accounting as applied to the 
governmental funds in the basic financial statements. 

Budget amounts are not presented in the accompanying financial statements. 



East Coventry Township 
Notes to Financial Statements 
December 31, 2016 
 
 

18 

Note 4 - Stewardship, Compliance and Accountability 

Compliance with Finance-Related Legal and Contractual Provisions 

The Township had no material violations of finance-related legal and contractual provisions. 

Excess of Expenditures over Appropriations in Individual Funds 

No individual fund, which was budgeted as required by the Commonwealth of Pennsylvania, 
contained an excess of expenditures over appropriations that was not covered by the cash 
balance at December 31, 2015 and the cash received for the year ended December 31, 2016.  
For the year ended December 31, 2016, expenditures exceed appropriations at the legal level of 
control in the General Fund by $105,547.  This was due to an unbudgeted transfer of $300,000 
made at year-end to the Capital Reserve Fund. 

 
Note 5 - Deposits 

The Township's available cash is invested in demand deposit accounts, savings accounts and 
certificates of deposit. 

Custodial Credit Risk - Deposits 

Custodial credit risk is the risk that, in the event of a financial institution failure, the Township's 
deposits may not be returned to the Township.  The Pennsylvania Government Code and the 
Township's investment policy do not contain legal or policy requirements that would limit the 
exposure to custodial credit risk for deposits, other than Pennsylvania Act 72, which requires 
that a financial institution secure deposits made by state or local governmental units by pledging 
securities in an undivided collateral pool held by a depository regulated under state law. 

At December 31, 2016, the carrying amount of the Township's bank deposits was $4,845,097 
and the corresponding bank balances were $5,059,461, of which $771,841 was covered by 
Federal Depository Insurance.  The remaining $4,287,620 of deposits was exposed to custodial 
risk because it was uninsured and collateralized with securities held by the pledging financial 
institution's trust department or agent, but not in the Township's name. 
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Note 6 - Long-Term Debt 

At December 31, 2016, long-term debt consists of the following: 

  

Balance 
Outstanding 

December 31, 
2015  Additions  Payments  

Balance 
Outstanding 

December 31, 
2016 

 
2004 General Obligation Note, 

initial issue of $1,000,000, 
interest rate of 3.87% until 
December 15, 2009, and 
thereafter at a rate equal to 
60% of the Wall Street 
Prime Rate, subject to rate 
ceilings as specified in the 
loan agreement through 
2023  $ 429,023 $ - $ 48,400 $ 380,623 

       
2011 General Obligation 

Bonds, initial issue of 
$7,525,000, various 
interest rates ranging from 
1.00% to  4.55%, maturing 
in amounts ranging from 
$10,000 to $450,000 
through 2037   645,000 - 210,000 435,000 

       
2011 bank loan, initial issue of 

$380,000, initial interest 
rate of 3.17% for the first 
60 months, thereafter to 
adjust to a floating rate of 
70% of the Wall Street 
Prime Rate with a floor of 
4.00% and a ceiling of 
6.50%, monthly payments 
of $3,700 plus interest 
through 2021   239,648 - 37,217 202,431 

       
2011 bank loan, initial issue of 

$850,000, initial interest 
rate of 3.25% for the first 
60 months, thereafter to 
adjust to a floating rate of 
70% of the Wall Street 
Prime Rate with a floor of 
4.00% and a ceiling of 
6.50%, monthly payments 
of $8,325, including interest 
through 2021   543,162 - 83,204 459,958 
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Note 6 - Long-Term Debt (continued) 

  

Balance 
Outstanding 

December 31, 
2015  Additions  Payments  

Balance 
Outstanding 

December 31, 
2016 

 
2015 General Obligation 

Bonds, initial issue of 
$6,495,000, various 
interest rates ranging from 
2.00% to 3.50%, maturing 
in amounts ranging from 
$35,000 to $430,000 
through 2037  $ 6,495,000 $ - $ 35,000 $ 6,460,000 

       
  $ 8,351,833 $ - $ 413,821 $ 7,938,012 

 
Aggregate maturities required on long-term debt at December 31, 2016 are as follows: 

  Principal  Interest  
Total Debt 

Service 

 
2017  $ 425,477 $ 231,355 $ 656,832  
2018   440,573 218,255 658,828  
2019   461,280 203,744 665,024  
2020   471,788 189,666 661,454  
2021   490,871 174,992 665,863  
2022-2026   1,578,023 752,278 2,330,301  
2027-2031   1,680,000 555,140 2,235,140  
2032-2036   1,960,000 279,325 2,239,325  
2037   430,000 15,050 445,050  

       
  $ 7,938,012 $ 2,619,805 $ 10,557,817  

 
Substantially all of the Township's assets are pledged as collateral to the long-term debt. 

Debt Defeasance 

In November 2015, the Township defeased a portion of the General Obligation Bonds, Series of 
2011, by creating an irrevocable trust fund.  New debt was issued and the proceeds were used 
to purchase investments that were placed in the trust fund.  The investments and earnings from 
the investments are sufficient to fully service the defeased debt until the debt is called or 
matures.  For financial reporting purposes, the debt has been considered defeased.  The 
defeased debt was fully retired during the year ended December 31, 2016. 
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Note 7 - Interfund Transfers and Balances 

Transfers between funds for the year ended December 31, 2016 were as follows: 

  

Transfers 
In/From 

Other Funds  

Transfers 
Out/To 

Other Funds 
 

General Fund  $ -  $ 300,000 
Capital Reserve Fund   300,000   - 
       

  $ 300,000  $ 300,000 

 
The composition of interfund balances as of December 31, 2016 were as follows: 

  
Due From 

Other Funds  
Due To 

Other Funds 

 
General Fund  $ 8,017  $ - 
State Highway Liquid Fuels Fund   -   8,017 
       

  $ 8,017  $ 8,017 

 
 
Note 8 - East Coventry Township Police Pension Plan 

Plan Description 

The East Coventry Township Police Pension Plan (the Police Plan) is a single-employer defined 
benefit pension plan administered by the Pennsylvania Municipal Retirement System (PMRS), 
which is an agent multiple-employer public employee retirement system that acts as a common 
investment and administrative agent for participating municipal pension plans.  PMRS issues a 
publicly available financial report that includes financial statements and required supplementary 
information for the Police Plan.  A copy of that report can be obtained by contacting the PMRS 
accounting office. 

Benefits Provided 

The basic annual benefit is calculated by multiplying the member's final salary by all years of 
credited service and multiplied by the benefit accrual rate of 2%.  However, in no event shall the 
annual basic benefit exceed 50% of the member's final salary.  The Police Plan provides 
retirement, disability and death benefits to plan members and beneficiaries.  The Police Plan's 
assets may be used only for the payment of benefits to the members of the Police Plan in 
accordance with the terms of the Police Plan. 
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Note 8 - East Coventry Township Police Pension Plan (continued) 

Employees Covered by Benefit Terms 

At December 31, 2014, the date of the most recent actuarial valuation, the following employees 
were covered by the Police Plan: 

Inactive employees or beneficiaries currently receiving 
benefits  1 

Inactive employees entitled to but not yet receiving 
benefits  - 

Active employees  7 
  
  8 

 
Contributions 

Pennsylvania Act 205 requires that annual contributions to the Police Plan be based upon the 
Police Plan's Minimum Municipal Obligation (MMO), which is based on the Police Plan's 
biennial actuarial valuation.  Investment expenses, including investment manager and custodial 
services, are funded through investment earnings.  Administrative expenses, including actuarial 
and consultant services, are funded through investment earnings and/or contributions.  
Members hired prior to January 1, 2014 are not required to contribute to the Police Plan.  
Members hired on or after January 1, 2014 shall contribute 5% of their compensation to the 
Police Plan.  The Township is required to contribute amounts necessary to fund the Police Plan 
using the actuarial basis specified by statute.  During the year ended December 31, 2016, the 
Township contributed $138,967 to the Police Plan. 

Net Pension Liability 

The Township's net pension liability was measured as of December 31, 2015, and the total 
pension liability was determined based upon the actuarial valuation as of January 1, 2015 with 
liabilities rolled forward to December 31, 2015. 

Actuarial Assumptions 

The total pension liability in the January 1, 2015 actuarial valuation was determined using the 
following actuarial assumptions, applied to all periods included in the measurement: 

Inflation  3.00% 
Salary increases  Age related scale 
Investment rate of return  5.50%; compounded annually, net of expenses 

 
Preretirement mortality rates were based on the RP-2000 Non-Annuitant Table projected 
15 years with Scale AA for males and for females with a five year set back.  Postretirement 
mortality rates were based on the RP-2000 Annuitant Table projected 5 years with Scale AA for 
males and projected 10 years with Scale AA for females. 
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Note 8 - East Coventry Township Police Pension Plan (continued) 

Actuarial Assumptions (continued) 

The actuarial assumptions used in the December 31, 2015 valuation were based on the PMRS 
Experience Study for the period covering January 1, 2009 through December 31, 2013, issued 
by the actuary in July 2015, as well as subsequent Board approved assumption changes. 

The long-term expected rate of return on pension plan investments was determined using a 
building-block method in which the best-estimate ranges of expected future real rates of return 
are developed for each major asset class, for the portfolio as a whole and at different levels of 
probability or confidence.  These ranges are combined to produce the long-term expected rate 
of return by weighting the expected future real rates of return by the target asset allocation 
percentage and by adding expected inflation.  Best estimates of arithmetic rates of return for 
each major asset class included in the target asset allocation are summarized in the following 
table: 

  

Target 
Asset 

Allocation  

Long-Term 
Expected Real 
Rate of Return 

 
Asset Class    

Domestic equities (large capitalized firms) 25%   6.9%  
Domestic equities (small capitalized firms) 15   6.8%  
International equities (international 

developed markets) 15  

 
4.0%  

International equities (emerging markets) 10   7.6%  
Real estate 20   7.1%  
Fixed income 15   2.4%  

      
 100%     

 
Discount Rate 

The discount rate used to measure the total pension liability was 5.5%.  The projection of cash 
flows used to determine the discount rate assumed that municipal contributions will be made 
each year as required under Pennsylvania Act 205.  Based on this assumption, the Police 
Plan's fiduciary net position was projected to be available to make all projected future benefit 
payments of current plan members.  Therefore, the long-term expected rate of return on 
pension plan investments was applied to all periods of projected benefit payments to determine 
the total pension liability. 
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Note 9 - East Coventry Township Nonuniformed Pension Plan 

Plan Description 

The East Coventry Township Nonuniformed Employees Pension Plan (the Nonuniformed Plan) 
is a single-employer defined benefit pension plan administered by the PMRS, which is an agent 
multiple-employer public employee retirement system that acts as a common investment and 
administrative agent for participating municipal pension plans.  PMRS issues a separate publicly 
available financial report that includes financial statements and required supplementary 
information for the Nonuniformed Plan.  A copy of that report can be obtained by contacting the 
PMRS accounting office. 

Benefits Provided 

For members hired prior to September 1, 2014, the annual basic benefits are calculated by 
multiplying the member's final salary by all years of credited service and multiplied by the 
benefit accrual rate of 1.5% plus an annuity equal to a single life annuity starting on the effective 
date of retirement with a present value equal to the optional member contributions and regular 
interest on the optional member contributions.  For members hired on or after September 1, 
2014, the annual basic benefit shall be equal to a single life annuity starting on the effective 
date of retirement with a present value equal to the member's accumulated deductions and 
municipal contributions made on behalf of the member.  The Nonuniformed Plan provides 
retirement, disability and death benefits to Nonuniformed Plan members and beneficiaries.  The 
Nonuniformed Plan's assets may be used only for the payment of benefits to the members of 
the Nonuniformed Plan in accordance with the terms of the Nonuniformed Plan. 

Employees Covered by Benefit Terms 

At December 31, 2014, the date of the most recent actuarial valuation, the following employees 
were covered by the Nonuniformed Plan: 

Inactive employees or beneficiaries currently receiving 
benefits  1 

Inactive employees entitled to but not yet receiving 
benefits  1 

Active employees  7 
  
  9 
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Note 9 - East Coventry Township Nonuniformed Pension Plan (continued) 

Contributions 

Pennsylvania Act 205 requires that annual contributions to the Nonuniformed Plan be based 
upon the Nonuniformed Plan's MMO, which is based on the Nonuniformed Plan's biennial 
actuarial valuation.  Investment expenses, including investment manager and custodial 
services, are funded through investment earnings.  Administrative expenses, including actuarial 
and consultant services, are funded through investment earnings and/or contributions.  
Members hired on or prior to December 31, 2013 are not required to contribute to the 
Nonuniformed Plan.  Members hired between January 1, 2014 and September 1, 2014 shall 
contribute 8% of their compensation to the Nonuniformed Plan, unless lowered by a resolution 
of the Township.  Members hired on or after September 1, 2014 shall contribute 5% of their 
compensation to the Nonuniformed Plan.  For members hired prior to September 1, 2014, the 
Township is required to contribute amounts necessary to fund the Nonuniformed Plan using the 
actuarial basis specified by statute.  For members hired on or after September 1, 2014, the 
Township shall contribute 5% of each member's compensation to the Nonuniformed Plan.  
During the year ended December 31, 2016, the Township contributed $75,332 to the 
Nonuniformed Plan. 

Net Pension Liability 

The Township's net pension liability was measured as of December 31, 2015, and the total 
pension liability was determined based upon the actuarial valuation as of January 1, 2015 with 
liabilities rolled forward to December 31, 2015. 

Actuarial Assumptions 

The total pension liability in the January 1, 2015 actuarial valuation was determined using the 
following actuarial assumptions, applied to all periods included in the measurement: 

Inflation  3.00% 
Salary increases  Age related scale 
Investment rate of return  5.50%; compounded annually, net of expenses 

 
Preretirement mortality rates were based on the RP-2000 Non-Annuitant Table projected 
15 years with Scale AA for males and for females with a five year set back.  Postretirement 
mortality rates were based on the RP-2000 Annuitant Table projected 5 years with Scale AA for 
males and projected 10 years with Scale AA for females. 

The actuarial assumptions used in the December 31, 2015 valuation were based on the PMRS 
Experience Study for the period covering January 1, 2009 through December 31, 2013, issued 
by the actuary in July 2015, as well as subsequent Board approved assumption changes, under 
the Nonuniformed Plan and reasonable future expectations which represent our best estimate of 
anticipated experience under the Nonuniformed Plan. 
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Note 9 - East Coventry Township Nonuniformed Pension Plan (continued) 

Actuarial Assumptions (continued) 

The long-term expected rate of return on pension plan investments was determined using a 
building-block method in which the best-estimate ranges of expected future real rates of return 
are developed for each major asset class, for the portfolio as a whole and at different levels of 
probability or confidence.  These ranges are combined to produce the long-term expected rate 
of return by weighting the expected future real rates of return by the target asset allocation 
percentage and by adding expected inflation.  Best estimates of arithmetic rates of return for 
each major asset class included in the target asset allocation are summarized in the following 
table: 

  

Target 
Asset 

Allocation  

Long-Term 
Expected Real 
Rate of Return 

 
Asset Class    

Domestic equities (large capitalized firms) 25%   6.9%  
Domestic equities (small capitalized firms) 15   6.8%  
International equities (international 

developed markets) 15  

 
4.0%  

International equities (emerging markets) 10   7.6%  
Real estate 20   7.1%  
Fixed income 15   2.4%  

      
 100%     

 
Discount Rate 

The discount rate used to measure the total pension liability was 5.5%.  The projection of cash 
flows used to determine the discount rate assumed that municipal contributions will be made 
each year as required under Pennsylvania Act 205.  Based on this assumption, the 
Nonuniformed Plan's fiduciary net position was projected to be available to make all projected 
future benefit payments of current plan members.  Therefore, the long-term expected rate of 
return on Nonuniformed Plan investments was applied to all periods of projected benefit 
payments to determine the total pension liability. 

 
Note 10 - Risk Management 

The Township entered into an agreement with the Delaware Valley Health Insurance Trust 
(the Trust) in order to pool workers' compensation and property and liability insurance risks, 
reserves, claims and losses, and provide self-insurance and reinsurance with other members of 
the Trust.  If annual payments for any fiscal year are insufficient to fund the obligations of the 
Trust, additional payments will be required by the Township.  The Trust will provide excess and 
aggregate excess insurance either through purchase of insurance or assets of the Trust. 

For the years ended December 31, 2016, 2015 and 2014, claims settled were not in excess of 
insurance coverage. 
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Note 10 - Risk Management (continued) 

For the year ended December 31, 2016, there has been no significant reduction in insurance 
coverage from the prior year. 

 
Note 11 - Contingency and Commitment 

Concentration of Labor 

The Township entered into a collective bargaining agreement with the East Coventry 
Police Association through December 31, 2017.  Of the Township's total workforce, 
approximately 35% is covered by the agreement. 

Commitments 

At December 31, 2016, the Township had remaining commitments on a construction project and 
consulting services of approximately $35,800 and $45,400, respectively. 

 
Note 12 - Subsequent Events 

The Township has evaluated subsequent events through March 31, 2017.  This date is the date 
the financial statements were available to be issued.  No material events subsequent to 
December 31, 2016 were noted. 
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DEBT STATEMENT - MODIFIED CASH BASIS

Bond (B) 
Note (N)

Issue 
Date 

(Year)

Maturity 
Date 

(Year)

Original 
Amount of 

Issue

Outstanding  
Beginning of 

Year (1)

Principal 
Incurred 

This 
Year 

(Additions)

Principal Paid 
This Year

Current Year 
Accretion of 
Compound 

Interest Bonds

Outstanding Year-
End (1)

GENERAL OBLIGATION BONDS AND NOTES:
N 2004 2023 1,000,000$    429,023$         -$                  48,400$         -$                  380,623$          
B 2011 2037 7,525,000      645,000           -                    210,000         -                    435,000            

General Obligation Bonds B 2015 2037 6,495,000      6,495,000        -                    35,000           -                    6,460,000         
Bank Loan N 2011 2021 380,000         239,648           -                    37,217           -                    202,431            
Bank Loan N 2011 2021 850,000         543,162           -                    83,204           -                    459,958            

-                     -                      -                    -                     -                    -                      
-                     -                      -                    -                     -                    -                      

REVENUE BONDS AND NOTES:
-                     -                      -                    -                     -                    -                      
-                     -                      -                    -                     -                    -                      
-                     -                      -                    -                     -                    -                      
-                     -                      -                    -                     -                    -                      
-                     -                      -                    -                     -                    -                      
-                     -                      -                    -                     -                    -                      

LEASE RENTAL DEBT/GENERAL LEASES:
-                     -                      -                    -                     -                    -                      
-                     -                      -                    -                     -                    -                      
-                     -                      -                    -                     -                    -                      
-                     -                      -                    -                     -                    -                      
-                     -                      -                    -                     -                    -                      

OTHER:
-                     -                      -                    -                     -                    -                      
-                     -                      -                    -                     -                    -                      
-                     -                      -                    -                     -                    -                      
-                     -                      -                    -                     -                    -                      

Total bonds and notes outstanding 7,938,012$       
Capitalized lease obligations -                        
Other debt -                        

TOTAL OUTSTANDING DEBT 7,938,012$       

Purpose

None.

None.

General Obligation Note
General Obligation Bonds

None.
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Statement of Capital Expenditures - Modified Cash Basis
Category Capital Purchases Capital Construction Total

Community Development -$                                             -$                                             -$                                 
Electric -                                               -                                               -                                   
Fire -                                               -                                               -                                   
Gas System -                                               -                                               -                                   
General Government 136,400                                   -                                               136,400                        
Health -                                               -                                               -                                   
Housing -                                               -                                               -                                   
Libraries -                                               -                                               -                                   
Mass Transit -                                               -                                               -                                   
Parks -                                               -                                               -                                   
Police 32,989                                     -                                               32,989                          
Recreation -                                               -                                               -                                   
Sewer 985                                          -                                               985                               
Solid Waste -                                               -                                               -                                   
Streets/Highways -                                               619,955                                   619,955                        
Water -                                               -                                               -                                   
Other:  (Please Specify) -                                               -                                               -                                   

Open Space 92,861                                     -                                               92,861                          
-                                               -                                               -                                   
-                                               -                                               -                                   
-                                               -                                               -                                   
-                                               -                                               -                                   
-                                               -                                               -                                   
-                                               -                                               -                                   
-                                               -                                               -                                   
-                                               -                                               -                                   

TOTAL CAPITAL EXPENDITURES 883,190$                      

EMPLOYEE COMPENSATION

     Total salaries, wages, commissions, etc. paid this year
       (including all employees and elected officials)* 1,350,758$                   

     * USE INCOME FROM BOX 16 ON THE W-3 STATEMENT
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Changes in Net Pension Liability 

The following table shows the changes in net pension liability for the year ended December 31, 
2015. 

  Increase/(Decrease) 

  

Total Pension 
Liability 

(a)  

Plan Fiduciary 
Net Position 

(b)  

Net Pension 
Liability 
(a) - (b) 

 
Balance at December 31, 2014  $ 2,134,950 $ 1,845,532 $ 289,418 

        
Changes for the year        

Adjustments   -  473  (473) 
Service cost   105,366  -  105,366 
Interest   121,964  -  121,964 
Changes of assumptions   (84,109)  -  (84,109) 
Contributions - employer   -  151,595  (151,595) 
Contributions - employee   -  4,764  (4,764) 
Contributions - PMRS assessment   -  180  (180) 
PMRS investment income   -  103,571  (103,571) 
Market value investment income 

(loss)   -  (120,746)  120,746 
Benefit payments   (46,203)  (46,203)  - 
PMRS administrative expense   -  (180)  180 
Additional administrative expense   -  (4,318)  4,318 

          
Balance at December 31, 2015  $ 2,231,968  $ 1,934,668  $ 297,300 

 
Net Pension Liability Sensitivity 

The following is a sensitivity analysis of the net pension liability to changes in the discount rate.  
The table below presents the net pension liability calculated using the discount rate of 5.50% as 
well as what the net pension liability would be if it were calculated using a discount rate that is one 
percentage point lower (4.50%) or one percentage point higher (6.50%) than the current rate: 

  
1% Decrease 

(4.50%)  
Discount Rate 

(5.50%)  
1% Increase 

(6.50%) 
 

Net pension liability  $ 636,763  $ 297,300  $ 16,001 
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Pension Expense, Deferred Outflows of Resources and Deferred Inflows of Resources 
Related to Pensions 

For the year ended December 31, 2015, the actuarial determined pension expense is $125,639.  
The Township has deferred outflows of resources and deferred inflows of resources related to the 
Police Plan from the following sources at December 31, 2015: 

 

 

Deferred 
Outflows of 
Resources  

Deferred 
Inflows of 
Resources 

 
Differences between expected and actual experience  $ -  $ 144,672 
Changes in assumptions   -   76,463 
Net difference between projected and actual earnings  

on pension plan investments   101,655   - 
       
  $ 101,655  $ 221,135 

 
Actuarially determined deferred outflows of resources and deferred inflows of resources related to 
the Police Plan are as follows for the years ended December 31: 

2016  $ 2,146  
2017   2,146  
2018   2,147  
2019   332  
2020   (23,721)  
Thereafter   (102,530)  
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Changes in Net Pension Liability 

The following table shows the changes in net pension liability for the year ended December 31, 
2015. 

  Increase/(Decrease) 

  

Total Pension 
Liability 

(a)  

Plan Fiduciary 
Net Position 

(b)  

Net Pension 
Liability 
(a) - (b) 

 
Balance at December 31, 2014  $ 1,255,820 $ 1,210,039 $ 45,781 

        
Changes for the year        

Adjustments   (622)  31  (653) 
Service cost   50,795  -  50,795 
Interest   71,517  -  71,517 
Changes of assumptions   (22,238)  -  (22,238) 
Contributions - employer   -  70,243  (70,243) 
Contributions - employee   -  3,369  (3,369) 
Contributions - PMRS Assessment   -  180  (180) 
PMRS investment income   -  68,157  (68,157) 
Market value investment income 

(loss)   -  (75,603)  75,603 
Benefit payments   (11,516)  (11,516)  - 
PMRS administrative expense   -  (180)  180 
Additional administrative expense   -  (2,841)  2,841 

          
Balance at December 31, 2015  $ 1,343,756  $ 1,261,879  $ 81,877 

 
Net Pension Liability (Asset) Sensitivity 

The following is a sensitivity analysis of the net pension liability (asset) to changes in the discount 
rate.  The table below presents the net pension liability (asset) calculated using the discount rate of 
5.50% as well as what the net pension liability would be if it were calculated using a discount rate 
that is one percentage point lower (4.50)% or one percentage point higher (6.50)% than the current 
rate: 

  
1% Decrease 

(4.50%)  
Discount Rate 

(5.50%)  
1% Increase 

(6.50%) 
 

Net pension liability (asset)  $ 247,872  $ 81,877  $ (61,295) 
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Pension Expense, Deferred Outflows of Resources and Deferred Inflows of Resources 
Related to Pensions 

For the year ended December 31, 2015, the actuarial determined pension expense is $38,534.  
However, the Township recognizes pension expense on the modified cash basis which totaled 
$74,629 for the year ended December 31, 2015.  The Township has deferred outflows of resources 
and deferred inflows of resources related to the Nonuniformed Plan from the following sources at 
December 31, 2015: 

 

 

Deferred 
Outflows of 
Resources  

Deferred 
Inflows of 
Resources 

 
Differences between expected and actual experience  $ -  $ 108,307 
Changes in assumptions   -   18,532 
Net difference between projected and actual earnings 

on pension plan investments   61,566   - 
       
  $ 61,566  $ 126,839 

 
Actuarially determined deferred outflows of resources and deferred inflows of resources related to 
the Nonuniformed Plan are as follows for the years ended December 31: 

2016  $ (15,273) 
2017   (15,273) 
2018   (15,275) 
2019   (15,642) 
2020   (3,810) 

 
 




