
Page 1 of 5  2016 Budget – Addressing Capital Funding Challenges   June 2015 
 

The 2016 Budget – Addressing Capital Funding Challenges1
 

Introduction 
This is an (updated) information and education outreach article for Township residents with particular focus 
on the Capital Reserve Fund and looking ahead to next year and the 2016 Budget. 
Immediately below is the Summary if you do not have  time to read the full article. 
After reading, if residents have comments and questions they can be addressed to Township Manager / 
Treasurer Michael Lynch (610 436 5108 or mlynch@eastbradford.org) which will be shared with the Board 
of Supervisors. The Board of Supervisors, during public meetings throughout 2014 in preparation of the 
current 2015 Budget, reported that capital funding should be addressed over the next years commencing in 
2016. 
 
SUMMARY - What Do We Know 
At this time, the Board of Supervisors has not determined what strategy or options to employ. 
The Capital Reserve Fund balance has decreased substantially over the recent years. 
Current funding may not be sufficient to sustain the fund. 
The Board of Supervisors and Township has Options to address (see below). 
The Township has completed certain studies to inventory and assess infrastructure and asset replacement. 
Additional capital assessment is indicated (for road drainage systems, stormwater management). 
Existing Township infrastructure, not new capital projects, is the focus of funding discussion. The 2015 
General Fund Budget provides funding to the Capital Reserve Fund in the amount of $245,600 which may 
not be adequate with what we know about current and future obligations. 
Comparatively, with other municipalities with similar profiles (population, services profile) in the West 
Chester Area School District and County, most municipalities maintain capital fund reserve balances in the 
range of $1,300,000 to $6,000,000. 
A version of a Five-Year General Fund Budget (refer to May 2015 article published on the Township web site 
“2016 Budget and Fiscal Planning”) seems to indicate increasing pressure in the next years ahead to balance 
the General Fund Budget as required by the Second Class Township Code. 
 
Capital Fund Receipt from General Fund (2015)   $245,600 
Capital Obligation (building debt, police contract, PW fleet / equipment)   $278,000 
Road Reconstruction / Resurfacing      $250,000 
Township Facilities        $134,000 
Township Road Conveyance Infrastructure    $100,000 
Stormwater Management      $0 
   Indicated 2016 Estimated Capital Expenses in Excess of Receipts  $516,400 
 
Options for Funding 
The indications for increased capital funding are under review and consideration and that is why the Board 
of Supervisors is reaching out to East Bradford residents in advance of the budget preparation for 2016. 
What options are available to the Township and Board of Supervisors? 
 

                                                           
1 2nd Edition – originally published March 2015; revised June 24, 2015 – updated narrative and data 
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Revenue Side 
Use of Unappropriated General Fund Balance 
The General Fund (principal operating fund for Township), is projected to end 2015 (12-31-15) with a fund 
balance of approximately $2,200,000. Maintaining a carry-forward balance of unappropriated funds in the 
General Fund is prudent; it provides a safety net (‘rainy day fund’) in the event of unforeseen 
circumstances. Township Resolution #06-2011 -Fund Balance Policy -provides policy guidelines. If the carry-
forward balance decreases to 25% of budgeted General Fund Revenues, it can trigger a policy response 
(decrease expenses and /or increase revenue).  The policy also provides guidance if the balance decreases 
to 50% of the General Fund Budget Revenues. 
The 2015 General Fund Budget is $3,900,000, a 50% threshold translates to $1,950,000. 
The Township could utilize some portion of the unappropriated fund balance in the short term or in 
combination with other options listed below.  
Refer to the article on the Township web site titled “The 2016 Budget and Fiscal Planning” for more info. 
 
Increase Real Estate Property Tax (.34 mills, total estimated 2015 receipt approximately $265,000)  
This could involve a one-time property tax increase or scheduled incremental increases over several years. 
See Page 5 of this article for illustrations. East Bradford Township has the lowest property tax millage rate 
among West Chester Area School District municipalities and one of the lowest rates in Chester County.  
 
Increase Earned Income Tax (EIT)  
EIT is the largest tax receipt for the Township (approximately 62% of 2014 actual General Fund receipts. 
During the past 12 years, EIT has increased on the average 4.0% annually. If EIT increased 4.0% from 2014 
to 2015 this amounts to about $95,000. However, the General Fund Budget must manage increased 
expenditures annually that can ‘absorb’ such gains from EIT. 
Earned Income Tax, also referred to as an Act 511 Tax, is limited to 1 percent (current rate) which is divided 
evenly between the municipality and the school district. An added ¼ of 1 percent Open Space EIT paid by 
Township residents is restricted for use only for purposes of open space acquisition and stewardship. 
A longer term strategic economic approach that could be employed by a municipality to increase EIT and 
possibly Real Estate Transfer Tax (and other one-time receipts such as building permits) is through land use 
policy planning that encourages new development (both residential and commercial). East Bradford 
Township has limited tracts of land remaining for any significant new development. And, while increased 
development can generate increased tax receipts, it also correlates with increased costs of services. 
 
Municipal Bonds 
Municipal bond issues represent a source of funding for large infusions of cash but the decision to issue 
must be carefully vetted and use generally and practically is limited to major infrastructure projects (sewer, 
parks, roads and bridges). Local governments also are strictly regulated under the Local Government Unit 
Debt Act (Act 177 of 1996). 
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Expenditure Side 
Decrease Spending 
Annually the Board of Supervisors carefully and systematically, line by line, examines spending. Staffing, 
compensation and benefits, contracted services (police, fire), programs and projects all are scrutinized for 
justification and need. 
 
Defer Spending 
Deferred spending as a financial strategy generally is not an effective approach. It can be applied 
effectively, as a short term measure for example during economic downturns. Reliance on a deferred 
spending strategy beyond the short-term can erode the municipality both internally (in its performance) 
and externally (in its delivery of goods and services to residents). 
 
      End of Summary 
What is a Capital (Reserve) Fund? 
First, a primer on the Capital Reserve Fund.  
The East Bradford Township Budget actually is comprised of 6 (six) distinct budgets (General, Capital, Open 
Space, Liquid Fuels, Highway Improvement and Sewer).  Each fund has a distinct function and there are 
varying degrees of interdependence but the relationship between the General Fund and the Capital 
(Reserve) Fund) is absolute – the Capital Fund cannot exist without funding provided through the General 
Fund. For 2015, the General Fund Budget includes a ‘contribution’ or transfer of $245,600 to the Capital 
Reserve Fund. 
 
What is the Purpose of the Capital Reserve Fund?  
The Capital (Reserve) Fund has different names in other municipalities –Asset Depreciation Fund, Capital 
Project Fund, or other targeted fund accounts such as Park Development Fund, Stormwater Fund. But the 
function remains essentially the same – to provide funds for replacement of fixed assets including public 
buildings, parks, public works equipment / fleet, roads and drainage infrastructure and funds for new 
capital improvement projects. 
When a capital replacement or new capital project is needed or identified, in the absence of available or 
adequate capital funds, the municipality has limited options – defer, borrow or increase funding. 
 
In 2013, the Township Board of Supervisors agreed to construct a new Public Works building but only after 
considerable due diligence. The need for the building was long recognized. In 2008, the Township actually 
advanced the project all the way through public bidding but due to the costs and the impending recession 
the bids were rejected and the project was deferred. 
The approximate cost of the now completed new facility was about $1.6M.  
The Township Capital Fund balance at the time was not adequate to fund the building. The need for the 
facility was deemed necessary and it was agreed to 1) Borrow $1.2M (2013 Bond Issue) and, 2) Transfer 
$400K from the General Fund (unappropriated fund balance, a.k.a. rainy day funds) to fund the project.  
The Public Works Building project was completed on time and on budget. The project has resulted in new 
debt of approximately $100,000 annually (obligation to 2028). 
 
The Current State of the Capital Reserve Fund 
Capital Reserve Fund Balance(s) recent Years 
12-31-2002 $1,245,849 
12-31-2006 $1,697,582 
12-31-2010 $1,460,677 
12-31-2012 $1,323,772 
12-31-2013 $942,750 (net of $1.2M  --2013 Bond proceeds for new Public Works building)  
12-31-2014 $833,275 
12-31-2015 $188,801 (projected)  
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The downward trend in the Capital Reserve Fund balance is attributable only in small part to ‘new’ capital 
expenditures and improvements. Of the $760,467 expenditures included in the 2015 Capital Reserve 
Budget, $60,000 (8%) is targeted for new improvements (specifically the planned dog park in the 
Brandywine Farm Township public open space).  
 
Over 90% of the 2015 Capital Budget is for replacement or major repair of existing facilities or equipment, 
debt service ($108K PW Bldg), road reconstruction /resurfacing / drainage ($292K), vehicles/fleet 
replacement ($105K) and Township Building(s) capital replacement / upgrades ($130K) and police vehicle 
replacement ($37K).  
Capital debt, road reconstruction and road drainage major repairs, Public Works fleet/major equipment, 
and police contract capital payment are annual recurring obligations. 
 
Reserve Studies 
A reserve study, sometimes referred to as an asset depreciation analysis, is an inventory of known / existing 
fixed assets with useful life, replacement costs and schedule of annualized deprecation costs. It is a guide to 
account for when and how much it will cost to replace when the useful life is exhausted. 
Reserve studies and assessments systematically identify replacement reserve funding needs [an implied 
obligation]. 
 
A Capital Reserve Fund was established by the Board of Supervisors in 2003. The objective is independent 
accountability from the General Fund to distinguish operating expenses and capital expenses. The fund 
‘independence’ does have one practical limitation and caveat - the Capital Reserve Fund is dependent upon 
the Township General Fund to sustain it. 
 
During the past several years the Township has undertaken the task of preparing capital reserve studies and 
funding schedules. Reserve studies and assessments have been performed for exterior components of 
Township (Buildings) Campus, Parks & Trails, Sewer (a distinct enterprise fund and capital reserve account), 
Public Works Fleet / Equipment and Roads. These are ‘living’ documents and periodic updates are 
necessary. 
 
Reserve assessments for bridge structures owned by the Township (i.e., box culverts), the new Public Works 
building, road drainage systems or stormwater facilities are planned or under consideration. 
 
Township Roads Stormwater Conveyance Infrastructure - Road drainage facilities owned by the Township 
includes inlets, piping, and culverts. The Township will benefit from a comprehensive inventory and 
assessment – the total extent and value is not known at this time. It will improve Public Works maintenance 
performance and project scheduling.  
 
The Township owns and maintains approximately 57 miles of roads, approximately 1,200 stormwater inlets, 
and unknown miles of piping, headwalls and culvert structures under the roads and along the right of ways. 
Most of the system was constructed within the past 50 years and much of it is corrugated metal pipe which 
has a service life in the range of 25 to 40 years.  
Currently, the Township has a backlog of storm drainage projects; known projects affecting property 
owners of perhaps 3-5 years with an estimated annual cost in excess of $100,000. The Township identifies, 
investigates and assesses annually reports of ‘new’ drainage situations. The 2015 Capital Reserve Budget 
includes $42,500 which was revised downward from $75,000 due to fund limitations. 
 
Stormwater Management is an interrelated component to road drainage from the road drainage system 
into stormwater facilities (basins - wet and dry). The PA Department of Environmental Protection (PA DEP) 
increasingly is regulating municipal governments to address the function of these facilities with indications 
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in some cases for the potential to require the municipality to redesign /retrofit stormwater basin facilities 
to manage stormwater and sediment loads (a.k.a. TMDL’s – Total Maximum Daily (sediment) Load and 
Municipal Stormwater - MS-4 Permits) that enter streams and waterways. Preliminary assessments by the 
Township Engineer indicate potential significant annual expenditures to meet the testing and regulatory 
demands of the PA DEP. The Board of Supervisors is carefully monitoring the mandated requirements to 
effectively determine the role and responsibility of the Township. 
  
Someone recently asked “If the Township Real Estate Property Tax millage rate were increased, what 
would my tax bill look like”? 
The Township real estate property tax millage was last increased in 2012 from .071 mills to .34 mills. 
For 2015, the average residential real estate tax assessment (Chester County Tax Assessment Office) in East 
Bradford Township is $227,983. The 2014 average residential sales price in East Bradford Township is 
$395,252. Based upon the average East Bradford Township residential property assessment of $227,983, 
the average real estate property tax bill (face value) in East Bradford Township for 2015 is about $77.51. 

The current (2015) East Bradford Township Real Estate Tax of .034 mills generates a total annual tax receipt of 
about $265,000 for the Township (adjusting for 2% discounts and delinquent tax claim payments). It currently 
is one of the lowest in Chester County for municipalities of similar size and service profile (with full time police 
services). 
Below is a table of several illustrations 

R.E. Property Tax 
Millage Rate 

Percentage (%) Tax 
Increase 

Estimated Property 
Tax $ 

Property Tax 
Assessment Valuation 

Total Estimated 
Tax Receipt  

.34 mills (current)  $77.51 $227,983 $265,000 

.50 mills 47% $114.00 $227,983 $404,800 

.75 mills 120% $171.00 $227,983 $605,000 

.95 mills 180% $215.00 $227,983 $769,000 
 
Where Do We Go from Here 
At this time, the Board of Supervisors has not determined what strategy or options to consider or employ.   
Throughout 2015, as the preparation of the 2016 Budget accelerates this summer through adoption in 
December, the Board of Supervisors will discuss this matter and consider (your) public input. 
 
Again, comments and questions may be addressed to Township Manager / Treasurer Michael Lynch (610 436 
5108 or mlynch@eastbradford.org) which will be shared with the Board of Supervisors.  
Or, you may submit comments directly to the Supervisors: 
Vincent M. Pompo, Chairman, Board of Supervisors: vpompo@eastbradford.org 
Thomas A. Egan, Vice Chairman, Board of Supervisors: tegan@eastbradford.org 
John D. Snook, Member, Board of Supervisors: jsnook@eastbradford.org  
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