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CHAPTER  11   MUNICIPAL  FINANCES 
 
 
Financial management of Thornbury Township is one of the most important 
functions performed by municipal officials for the residents.  In its most simple 
form, this management includes the collection of revenue in its many forms and 
the expenditure of those moneys for services to the Township.  However, the 
management of the process is far more complicated, with the emphasis on 
balancing funds available with needed expenses.  The responsible party is the 
Board of Supervisors, with the assistance of staff, and the ultimate goal being to 
enhance the health, safety and general welfare of the Township’s residents.  
The sources of funds can be varied, ranging from Earned Income taxes paid 
annually by residents, to the use of State and Federal grants.  The Township 
has recently begun using grant money for specific projects, although it is 
understood that the application process, monitoring of expenditures and 
reporting of accomplishments can be very time consuming, expensive.  Grants 
are not a stable or independent source of funds for the Township.  Another 
aspect of fiscal management is the ability to retain funds for unforeseen needs 
that cannot wait for the budget process to resolve.  The three essential 
elements of fiscal management for Thornbury Township are revenues, 
expenditures and reserves.   
 
The inclusion of a chapter on municipal finances in this Comprehensive Plan is 
based on the relationship between financial matters and the accomplishment of 
goals set by the Township.  Whether they be the provision of additional parks or 
the replacement of gutters along Township roads, these goals require funds to 
be available.  The timing of expenditures to coincide with both the availability of 
funds and the need for the expenditure is critical.  The act of budgeting attempts 
to balance revenues with anticipated needs and it also allows for the scheduling 
of expenditures.  A form of budgeting is the use of a Capital Improvement 
Program (CIP), a forecast of capital expenditures for a typical period of six (6) to 
ten (10) years into the future.   
 
The purpose of this chapter is to assess the revenues and expenditures of the 
Township for the past six (6) years in order to identify income and spending 
patterns.  The primary source of information for this Chapter has been the 
Annual Audits prepared by the Township, as required by the State.  One benefit 
of this form of analysis is the ability to note changing levels of funding or 
expenses.  The analysis also provides the percentage of various items to the 
total in order to compare proportions and view the emphasis placed on a 
particular category over time.   
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General Fund 
 
The General Fund of the Thornbury Township budget is made up of numerous 
funding sources, most of which are taxes collected and fees legislated by the 
Board of Supervisors.  Table 11.1, Revenue, General Fund, 1997-2002, 
provides an accounting of the amounts received from each source.  They are 
listed as follows: 
 

• Earned Income Tax 
• Real Estate Transfer Tax 
• Licenses and Permits 
• Fines and Forfeits 
• Interest, Rent and Royalties 
• Intergovernmental Revenue 
• Charges for Services 
• Miscellaneous Revenues 
• Other Financial Sources 

 
The largest of the funding sources is the Earned Income Tax, averaging near 
49.5% of the General Fund over the six (6) year period.  From a percentage 
perspective, the second largest portion of the Fund is Charges for Services, 
which has fluctuated between 11% and 37% of the General Fund (Revenue) 
over the same period.  A third area of revenue which is related to the expansion 
of housing in the Township is the Real Estate Transfer Tax, which has provided 
between 7% and 15% of the General Fund total each year.  But the Earned 
Income Tax provides the overwhelming bulk of funds for the operations of the 
Township.   The approximate range of income from this source has ranged from 
near $550,000 to almost $800,000 annually.  Receipts from the Earned Income 
Tax Fund have increased each year of the period and can be expected to 
continue in a similar manner, assuming continuing economic trends, additional 
residences being built and increasing incomes.   
 
Of interest in Table 11.1 is one figure listed for 2000 as “Other Financial 
Sources”, $260,259, or 16.3% of the General Revenue.  This figure represents 
an interfund operating transfer from “Special Revenue” and “Capital Projects”.  
Also by way of explanation, the category “Charges for Services” refers to 
revenues of various types, but, in the case of Thornbury Township, is made up 
of General Government and Public Safety revenues. 
 
Liquid Fuels Fund  
 
The State Liquid Fuels Fund is a governmental fund that provides significant 
revenues to municipalities in Pennsylvania.  The Fund was authorized in 1956 
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by Act Number 655 (P.L. 1944).  A portion of the State fuel taxes paid on 
gasoline is returned to the municipalities in an annual allocation determined by 
a 50/50 formula based on the number of miles of Township-owned streets and 
population.  The funds received from the State are required to be kept separate 
from other municipal funds for accounting purposes.  These funds are 
designated to be used for highway and transportation related projects within the 
municipality’s annual budget.  The funds are not required to be spent 
immediately and can be accumulated to allow for large public works projects.  
Examples of the types of projects eligible within the Liquid Fuels Fund are street 
cleaning, snow removal, traffic signals, street lighting, sidewalks, storm sewers, 
highway construction and repair.  The amounts reported as being received from 
the State by the Township are as follows: 
 

Table 11.2 
 

State Liquid Fuels Highway Aid Fund 
 

   Year     Amount 
 

1997 $81,703 
1998 $77,412 
1999 $80,600 
2000 $78,744 
2001 $82,719 
2002 $95,358 

 
Receipts from the State Fund have remained generally stable in the six (6) year 
period.  The variations from year to year, albeit minor, reflect the increasing 
population estimates and growth of public roads due to new developments.  
Why the receipts from the fund have declined in several years and not 
increased each year is unclear, it is assumed that it results from the State 
formula for allocation. 
 
 
Grants 
 
The Township has used grants in the past as a funding source.  An example is 
the establishment of the Geographic Information System (GIS) in the Township 
offices through a grant made by the Pennsylvania Environmental Advisory 
Council.  Grants can be extremely beneficial, such as this one, but come at a 
price in most cases and no guarantee that they will be obtained.  Applications 
must be made for grants, which are usually competitive, due to the limited 
amounts of funds available from most sources.  Completing the application 
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process can be very time consuming, complicated and lengthy.  Larger 
organizations may have staff dedicated to the grant writing procedure.  If a 
grant is awarded, there is frequently a monitoring and reporting procedure to be 
followed, again requiring staff time.   
 
The Township is encouraged to pursue grants where applicable and within  
staffing abilities.  While grants should not be relied upon for routine and 
continuing needs, they can be a way to acquire equipment and facilities on a 
one time basis.  But like all such equipment, it needs to be maintained and 
staffed.  These factors need to be a part of any municipality’s financial planning. 
 
 
Expenditures  
 
Thornbury Township has an obligation to provide services to its residents and 
businesses.  Like all municipalities, this is done with funds generated through 
taxes, fees and other resources.  A broad based array of services are provided 
in Thornbury Township, based on primary functionality of the municipality, such 
as public safety and highway maintenance.  Other services provided are those 
that residents find desirable, like cultural and recreational programs and 
facilities.  Table 11.3 illustrates the variety of expenditures and their relative 
magnitude over the six (6) year period.  Like the revenue totals, the 
expenditures of the Township have shown a general increase, although they 
have varied from about $1M to $1.8M.  Several factors explain the upward 
trend, including increased costs due to inflation, increasing population and 
demands for greater services from residents. 
 
Table 11.3 not only provides the breakdown of each year’s expenditures by 
fund, but also indicates the percentage of each fund to the annual total.  Three 
major areas of expense are, in order of magnitude, General Government, Public 
Safety and Public Works – Highways.  General Government is clearly the 
largest expense fund, averaging about 39% of the annual budget and rising to 
50% in 2001.  Public Safety (19.5%) and Highways (15.4%) are similar in 
amount and represent the two other significant expense areas of the Township. 
General Government is an area of the budget that includes expenses for 
salaries, operational costs of the Township management and buildings.  Public 
Safety contains expenses for agreements with the Pennsylvania State Police 
for police services.  The Highway fund is allocated to the upkeep of Township 
roads, including repair and maintenance of the road bed, drainage structures, 
signage and snow removal.  As is shown in Table 11.3, the remaining funds 
contain relatively minor expenses, designated for purposes and special projects 
deemed necessary by the Township.  The distribution of expenses is a 
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reasonable balance of primary needs of a township and demands made by 
residents and businesses.   
 
A comparison of the total expenditures with total revenues reveals a close 
alignment of the two figures for each year reported.  Although it is not expected 
that they be the same, there is general similarity that has increased each year, 
as expenses and revenues have increased.  The costs to maintain a township 
government have risen with inflation, as have the needs to generate increased 
revenues.  Reliance on the Earned Income Tax is common among residential 
municipalities in Pennsylvania, since it rises proportionately with inflation.  
Thornbury Township is primarily a residential based community, with only minor 
businesses located within its boundaries.    
 
 
Financial Planning 
 
One financial tool that a municipality can employ in the budgeting process is the 
use of a Capital Improvement Program (CIP).  A CIP is a forecast of expenses 
for capital projects into the future for a varying number of years.  Typically, six 
to ten years is used, with each year having an estimation of projected capital 
projects.  The more distant years will have less specificity than near-term years, 
but serve to allow for planning and distribution of expenses.   
 
Thornbury Township currently uses and maintains a CIP process.  This has 
made the vision of future needs better defined.  However, there are always 
refinements that can be made and the Township is encouraged to maximize the 
benefits of using the CIP.  Refinements include making the most accurate 
estimate of future needs and costs possible.  Routine expenditures, such as 
road maintenance, can be projected forward with factors for growth and 
inflation.  But, new and unique needs, such as a future community center or 
other service facility, require a consensus of community involvement in the 
planning process.  Other examples of CIP projects include land acquisition, 
equipment purchases or rentals and contractual services.  Projecting costs for 
replacement of equipment can entail monitoring current expenses relative to the 
value of the equipment and knowing when it is financially advantageous to 
replace it.   
 
A Capital Improvement Program can be an effective tool for managing future 
expenses.  It allows for some control over the timing of expenditures and 
minimizes the irregularities of budget cycles.  While there will always be 
unforeseen expenses, the use of a CIP can allow the Township to creatively 
accommodate its future needs. 
 

Chapter 11  11 - 5 



Thornbury Township 
Delaware County 

www.thornbury.org 
Comprehensive Plan  

Chapter 11  11 - 6 

Summary 
 
Thornbury Township has since its inception provided for the needs of its 
residents with a variety of services and facilities.  The costs associated with 
these needs have escalated as a result of inflation and growth.  The use of a 
Capital Improvement Program in the budgeting process and the use of grants 
have been a part of the Township’s financial planning.  This Chapter 
recommends that the use of the CIP be refined and expanded, so as to be more 
reliable for longer term forecasting.  Grants have a limited role to play in a 
relatively small township such as Thornbury, but can be useful when used 
judiciously.    


