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Cypher & Cypher 
Accountants I Auditors  Advisors 

Independent Auditor's Report 

Evans City Borough 

Evans City, Pennsylvania 

Ladies and Gentlemen: 

We have audited the accompanying financial statements of the governmental activities, each major 

fund, and aggregate remaining fund information of Evans City Borough as of and for the year ended 

December 31, 2017, and the related notes to the financial statements, which collectively comprise 

the Borough's basic financial statements as listed in the table of contents. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements 

in accordance with the modified cash basis of accounting as described in Note 1E; 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 financial statements that are free from material misstatement, whether due to 
fraud or error. 

Auditor's Responsibility 

Our responsibility is to express opinions 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 Borough'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 Borough'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. 

Canonsburg Office Tel 724.745.3543 Waynesburg Office Tel 724.852,1501 Wexford Office Tel 412.369.9992 
179 East Pike Street Fax 724.745.3590 101 N. Woodland Ave. Fax 724.852.1502 6000 Babcock Blvd. Fax 412774.2218 
Canonsburg, PA 15317 Waynesburg, PA 15370 Pittsburgh, PA 15237 



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

for our audit opinions. 

Opinions 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 

respective modified cash basis financial position of the governmental activities, each major fund, 

and the aggregate remaining fund information of Evans City Borough as of December 31, 2017 and 

the respective changes in modified cash basis financial position, thereof for the year then ended in 

accordance with the modified cash basis of accounting described in Note 1E. 

Basis of Accounting 

We draw attention to Note 1E of the financial statements, which describes the basis of accounting. 

The financial statements are prepared on the modified cash basis of accounting, which is a basis of 

accounting other than accounting principles generally accepted in the United States of America. 

Our opinion is not modified with respect to this matter. 

Other Matters 

Other Information 

Our audit was conducted for the purpose of forming opinions on the financial statements as a 

whole that collectively comprise the Borough's basic financial statements. The management's 

discussion and analysis and budgetary comparison information on pages i-iv and 5, which are the 
responsibility of management, are presented for purposes of additional analysis and are not a 

required part of the basic financial statements. Such information has not been subjected to the 

auditing procedures applied in the audit of the basic financial statements, and accordingly, we do 

not express an opinion or provide any assurance on it. 

CYPHER & CYPHER 

gpAeit * 
CERTIFIED PUBLIC ACCOUNTANTS 

Canonsburg, Pennsylvania 

February 21, 2018 
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EVANS CITY BOROUGH 

EVANS CITY, PENNSYLVANIA 

Management's Discussion and Analysis (MD&A) December 31, 2017 

Our discussion and analysis of the Evans City Borough's financial performance provides an overview 

of the Borough's financial activities for the year ended December 31, 2017. The MD&A should be 

read in conjunction with the financial statements and footnotes. 

The Management Discussion and Analysis (MD&A) is an element of the new reporting model 
adopted by the Governmental Accounting Standards Board (GASB) in their Statement No. 34, Basic 

Financial Statements and Management's Discussion and Analysis for State and Local Governments 

issued June 1999. 

The Borough 

The Borough is organized under laws of the Commonwealth of Pennsylvania. (the 

"Commonwealth"). 

The governing body of the Borough is an elected Council. 

Financial Highlights 

Our financial statements provide these insights into the results of this year's operations. The 

General Fund and the Liquid Fuels Fund are our major funds. 

• The General fund reported an increase in fund balance of $59,352. 

The Liquid Fuels Fund reported an increase in fund balance of $14,363. 

Reporting the Borough as a Whole 

The Statement of Net Position and Statement of Activities 

The Statement of Net Position and the Statement of Activities report information about the 

Borough as a whole and its activities. The governmental activities include all assets and liabilities 

that reflect the modified cash basis of accounting, which is a basis of accounting other than 

accounting principles generally accepted in the United States of America. 

These two statements report the Borough's net position and changes in them. The change in net 

position provides the reader with a tool to assist in determining whether the Borough's financial 

health is improving or deteriorating. The reader will need to consider other non-financial factors 



such as property tax base, current property tax laws, and facility conditions in arriving at a 
conclusion regarding the overall health of the Borough. 

The following table reflects the condensed Statement of Net Position: 

Statement of Net Position 

December 31, 2017 

Governmental Activities 

2016 2017 

Current and Other Assets $ 249,409 $ 332,147 

Non Current Assets 

Total Assets 

Current and Other Liabilities 

Non Current Liabilities 

Total Liabilities 

Invested in Capital Assets 
Restricted 

Unrestricted 

Total Net Position 

249,409 

70,789 

178,620 

$ 249,409 

332,147 

94,175 

237,972 

$ 332,147 

Assets, Liabilities & Net Position 

As of December 31, 2017 the Borough had total assets of $332 thousand. This amount represents 
cash and cash equivalents at year end. 

Total liabilities as of December 31, 2017 totaled $-0-, due to the use of the modified cash basis of 
accounting. 

The resulting $332 thousand in net position include $94 thousand reserved for various designated 

purposes and $238 thousand of undesignated amounts not reserved for specific purposes. 



The following table reflects Changes in Net Position: 

Fiscal year ended December 31, 2017 

Changes in Net Position 

Governmental Activities 

Program Revenues: 

Charges for Services 

Operating Grants and Contributions 

General Revenues: 

Property Taxes 

Other Taxes 

Grants Subsidies and Contributions 

Other 

Expenditures: 

General Government 

Public Safety 

Health and Sanitation 

Highways and Streets 

Public Works 

Culture and Recreation 

Employee Benefits, Insurance and Miscellaneous 

Debt Service 

Transfers to Other Governments 

Change in Net Position  

p17 
$  7,542 $ 10,421 

58,283 76,636 

196,774 197,213 

243,219 255,570 

319,664 237,690 

76,444 289,112 

901,926 1,066,642 

122,716 121,695 

335,189 337,119 

1,793 2,375 

166,729 195,680 

3,375 

33,701 19,238 

183,148 135,473 

53,624 22,324 

______________ 150,000 

$  900,275 $ 983,904 

$  1,651 $ 82,738 

Revenues 

The Borough's General Fund received 43% of its funding from taxes. Revenue from property and 

earned income taxes is the primary source of revenue for the general fund. 

Expenditures 

Total General Fund spending for 2017 totaled $770 thousand including principal debt service 

payments. Public safety expenditures amounted to $327 thousand or 43% of all General Fund 

spending. Highways and streets expenditures totaled $142 thousand or 18%, employee benefits 

and miscellaneous expenditures amounted to $135 thousand or 18%, and general government 
totaled $122 thousand or 16%. The remaining 5% is composed of debt service, culture and 

recreation, and health and sanitation expenditures. 

111 



Financial Analysis of Governmental Funds 

The following table reflects changes in fund balance: 

Hydrant and Combined 

General Fund Liquid Fuels Fund Light Fund Total 

December 31, 2016 $ 178,620 $ 62,207 $ 8,582 $ 249,409 

Increase (Decrease) 59,352 14,363 9,023 82,738 

December 31, 2017 $ 237,972 $ 76,570 $ 17,605 $ 332,147 

The increase in the General Fund is due to expenditures exceeding revenues during the year. 

Debt Administration 

The following table reflects the Borough's long term debt obligations: 

Capital Leases  Notes Payable - Total 

$ -  $ 97,617 $ 97,617 

Principal payments of $20,622 were made for long term obligations. Long term debt obligations are 

anticipated to be paid in full in the 2022 year. 

General Fund Budgetary Highlights 

For the year ended December 31, 2017, General Fund revenues were $153 thousand above 
budgeted revenues, while expenditures were $55 below budgeted expenditures. 

Contacting the Borough's Financial Management 

Our financial report is designed to provide citizens, taxpayers, investors and creditors with a general 

overview of the Borough's finances and to illustrate the Borough's accountability for the funds it 

receives. Questions concerning this report or a request for additional information should be 

addressed to Evans City Borough, 204 South Jackson Street, Evans City, PA 16033, telephone (724) 
538-8320. 

lv 
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BOROUGH OF EVANS CITY 

STATEMENT OF NET POSITION - MODIFIED CASH BASIS 

DECEMBER 31, 2017 

ASSETS 

Cash and Cash Equivalents 

TOTAL ASSETS 

LIABILITIES 

Accounts Payable 

Total Liabilities 

Governmental 

Activities 

$ 332,147 

$ 332,147 

$ 

NET POSITION 

Restricted for: 

Other Reserves 

Unrestricted 

Total Net Position 

94,175 

237,972 

332,147 

TOTAL LIABILITIES AND NET POSITION $ 332,147 

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE FINANCIAL STATEMENTS. 

1 
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BOROUGH OF EVANS CITY 

BUDGETARY COMPARISON SCHEDULE - MODIFIED CASH BASIS 

BUDGET VS ACTUAL - GENERAL FUND - SUPPLEMENTAL INFORMATION 

FOR THE YEAR ENDED DECEMBER 31, 2017 

Over 

Original Final Actual (Under) 

Budget Budget (Budgetary Basis) Budget- Final 

$ 165,000 $ 165,000 $ 165,165 $ 165 

263,000 263,000 255,570 (7,430) 

29,025 29,025 30,158 1,133 

1,800 1,800 855 (945) 

21,060 21,060 71,359 50,299 

299,464 299,464 409,869 110,405 

28,550 28,550 39,560 11,010 

18,700 18,700 7,557 (11,143) 

826,599 826,599 980,093 153,494 

101,351 101,351 121,695 20,344 

345,157 345,157 327,472 (17,685) 

2,300 2,300 2,375 75 

166,158 166,158 142,164 (23,994) 

19,500 19,500 19,238 (262) 

169,809 169,809 135,473 (34,336) 

22,324 22,324 22,324 - 

826,599 826,599 770,741 (55,858) 

209,352 209,352 

(150,000) (150,000) 

(150,000) (150,000) 

59,352 59,352 

178,620 178,620 178,620  _______________ 

$ 178,620 $ 178,620 $ 237,972 $ 59,352 

Revenues 

Real Estate Taxes 

Local Enabling Taxes 

Licenses and Permits 

Fines and Forfeits 

Interest and Rents 

Intergovernmental Revenues 

Departmental Earnings 

Miscellaneous 

Total Revenues 

Expenditures 

General Government 

Public Safety 

Health and Sanitation 

Highways and Streets 

Culture and Recreation 

Employee Benefits, Insurance, and Miscellaneous 

Debt Service 

Principal and Interest 

Total Expenditures 

Excess (Deficiency) of Revenues 

Over Expenditures 

Other Financing Sources (Uses) 

Transfers to Other Governments 

Total Other Financing Sources & (Uses) 

Net Change in Fund Balances 

Fund Balances - Beginning 

Fund Balances - Ending 

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE FINANCIAL STATEMENTS. 
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BOROUGH OF EVANS C( 

STATEMENT OF FIDUCIARY NET POSITION - FIDUCIARY FUNDS 

DECEMBER 31, 2017 

Pension Trust 

Fund 

Non-Uniform 
ASSETS 

Cash and Cash Equivalents $ 21,041 
Investments 309,384 

TOTAL ASSETS $ 330,425 

LIABILITIES 

Accounts Payable 

Total Liabilities 

NET POSITION 

Unrestricted 

Total Net Position 

TOTAL LIABILITIES AND NET POSITION 

$ 2,350 

2,350 

328,075 

328,075 

$ 330,425 

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE FINANCIAL STATEMENTS. 



BOROUGH OF EVANS CITY 

STATEMENT OF CHANGES IN FIDUCIARY NET POSITION - FIDUCIARY FUNDS 

FOR THE YEAR ENDED DECEMBER 31, 2017 

Additions 
Investment Earnings 

Contributions 

Total Additions 

Deductions 

Distributions 

Other Deductions 

Total Deductions 

Changes in Net Position 

Net Position-Beginning of Year 

Net Position-End of Year 

Pension Trust 

Funds 

Non-Uniform 

$ 63,008 

10,917 

73,925 

33,288 

247 

33,535 

40,390 

287,685 

$ 328,075 

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE FINANCIAL STATEMENTS. 
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Evans City Borough 

Notes to the Basic Financial Statements 

Year Ended December 31, 2017 

Note 1 - Summary of Significant Accounting Policies 
The accounting policies of the Evans City Borough conform to generally accepted accounting 

principles as applicable to governmental units. The following is a summary of the more significant 
policies: 

A. Reporting Entity 

The Borough is a primary government organized within the laws of the Commonwealth of 

Pennsylvania. The Borough is governed by a five member elected Council. It has the power of 

taxation and the ability to incur long term debt. 

In evaluating the Borough as a primary government in accordance with Governmental Accounting 

Standards Board (GASB) Statement No. 61, "The Financial Reporting Entity," management has 

addressed all potential component units. Consistent with this Statement, the criteria used by the 

Borough to evaluate possible inclusion of related entities within its reporting entity are financial 

accountability and the nature and significance of the relationship. Upon review of this criteria, the 

Borough determined that there were no potential component units that met the criteria for 

inclusion in the reporting entity. There is one potential component unit that was not included as 

part of the reporting entity, The Evans City Water and Sewer Authority. The Water and Sewer 

Authority was excluded because the Authority exercises significant control over its own operations. 

B. Basis of Presentation 
As discussed in Note 1E, the governmental financial statements are presented on a modified cash 

basis of accounting. This modified basis of accounting differs from accounting principles generally 

accepted in the United States of America (GAAP). Generally accepted accounting principles include 

all relevant Governmental Accounting Standards Board (GASB) pronouncements. 

The Borough's basic financial statements consist of government-wide statements, including a 

Statement of Net Position and a Statement of Activities, and fund financial statements, which 
provide a more detailed level of financial information. 

1. Government-wide Financial Statements 
The Statement of Net Position and the Statement of Activities display information about the 

Borough as a whole. These statements include the financial activities of the primary government, 
except for fiduciary funds. 

The Statement of Net Position presents the financial condition of the governmental activities of the 

Borough at fiscal year end. The Statement of Activities presents a comparison between direct 

expenses and program revenues for each program or function of the Borough's governmental 

activities. Direct expenses are those that are specifically associated with a service program or 
department and, therefore, are clearly identifiable to a particular function. Program revenues 

include charges paid by the recipient of the goods or services offered by the program and grants 

E3 



and contributions that are restricted to meeting the operational or capital requirements of a 

particular program. Revenues that are not classified as program revenues are presented as general 

revenues of the Borough, with certain limited exceptions. The comparison of direct expenses with 

program revenues identifies the extent to which each governmental function is self-financing or 

draws from the general revenues of the Borough. 

In the process of aggregating data for the Statement of Net Position and the Statement of 

Activities, some amounts that are reported as interfund activity and balances are eliminated. 

2. Fund Financial Statements 

During the fiscal year, the Borough segregates transactions related to certain Borough functions or 

activities in separate funds in order to aid financial management and to demonstrate legal 

compliance. Fund financial statements are designed to present financial information of the 

Borough at this more detailed level. The focus of governmental and enterprise fund financial 

statements is on major funds. Each major fund is presented in a separate column. Non-major funds 

are aggregated and presented in a single column. Fiduciary funds are reported by type. 

C. Fund Accounting 

The Borough uses funds to maintain its financial records during the fiscal year. A fund is defined as 

a fiscal and accounting entity with a self-balancing set of accounts. The Borough has two categories 

of funds, governmental and fiduciary. 

1. Governmental Funds 

Governmental funds are those through which most governmental functions of the Borough are 

financed. Governmental fund reporting focuses on the sources, uses and balances of current 

financial resources. Expendable assets are assigned to the various governmental funds according to 

the purposes for which they may or must be used. Current liabilities are assigned to the fund from 

which they will be paid. The difference between governmental fund assets and liabilities is 

reported as fund balance. 

The General Fund and the State Liquid Fuels Highway Aid Fund are the Borough's major 

governmental funds. 

General Fund - The General Fund is the general operating fund of the Borough. It is used to 

account for all financial resources, except for those required to be accounted for in another fund. 

State Liquid Fuels Highway Aid Fund - This special revenue fund accounts for proceeds of specific 

revenue sources that are legally restricted to expenditures for specified purposes. The State Liquid 

Fuels Highway Aid Fund accounts for monies received from the Commonwealth of Pennsylvania for 

roads. 

The other governmental fund of the Borough, the Hydrant and Light Fund, is used to account for 

proceeds of specific revenue sources that are legally restricted to expenditures for specified 

purposes. 

2. Fiduciary Funds 

Fiduciary fund reporting focuses on net position and changes in net position. The fiduciary fund 

category is split into four classifications: pension trust funds, investment trust funds, private 



purpose trust funds and agency funds. Trust funds are used to account for assets held by the 

Borough under a trust agreement for individuals, private organizations, or other governments and 

are not available to support the Borough's own programs. Agency funds are custodial in nature 

(assets equal liabilities) and do not involve measurement of results of operations. The Borough 

maintains two pension trust funds. 

Trust Funds 
Pension Trust Fund - Non-uniform Pension Fund - This is a trust fund established to account for 

revenues and pension expenditures to the Borough's non-uniformed defined contribution pension 

plan. 

D. Measurement Focus 

In the government-wide Statement of Net Position and the Statement of Activities, governmental 

activities are presented using the economic resources measurement focus, within the limitations of 

the modified cash basis of accounting, as defined below. 

In the fund financial statements, all governmental funds utilize a "current financial resources" 

measurement focus within the limitations of the modified cash basis of accounting. Only current 

financial assets and liabilities are generally included on their balance sheets. Their operating 

statement presents sources and uses of available spendable financial resources during a given 

period. These funds use fund balance as their measure of available spendable financial resources 

at the end of the period. 

E. Basis of Accounting 

In the government-wide Statement of Net Position and Statement of Activities and the fund 

financial statements, governmental activities are presented using a modified cash basis of 

accounting, which is a basis of accounting other than GAAP as established by GASB. This basis of 

accounting involves modification to the cash basis of accounting to report in the statements of net 

position or balance sheets cash transactions or events that provide a benefit or result in an 

obligation that covers a period greater than the period in which the cash transaction or event 

occurred. Such reported balances include investments, interfund receivables and payables and 

short-term liabilities arising from cash transactions or events. 

This modified cash basis of accounting differs from GAAP primarily because certain assets and their 

related revenues (such as accounts receivable and revenue for billed or provided services not yet 

collected and other accrued revenue and receivables) and certain liabilities and their related 

expenses or expenditures (such as accounts payable and expenses for goods or services received 

but not yet paid, and other accrued expenses and liabilities) are not recorded in these financial 

statements. In addition, other economic assets, deferred outflows, liabilities, and deferred inflows 

that do not arise from a cash transaction or event are not reported, and the measurement of 

reported assets and liabilities does not involve adjustment to fair value. 

If the Borough utilized the basis of accounting recognized as generally accepted, the fund financial 

statements for governmental funds would use the modified accrual basis of accounting. All 

government-wide financials would be presented on the accrual basis of accounting. 

Fiduciary funds are accounted for using the modified accrual basis of accounting. Their revenues 

are recognized when they become measurable and available as net current assets. Expenditures 
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are generally recognized under the modified accrual basis of accounting when the related fund 
liability is incurred. 

F. Financial Position: 

1. Cash and Cash Equivalents 

For the purpose of financial reporting, cash and cash equivalents include all demand and savings 

accounts and certificates of deposit or short-term investments with an original maturity of three 

months or less. Trust account investments in open-ended mutual fund shares are also considered 
cash equivalents. 

2. Investments 

Investments classified in the financial statements consist entirely of either investments, signifying 

that all are uninsured and unregistered, with securities held by the counterparty, or by its trust 

department or agent but not in the Borough's name; or pooled investment funds which cannot be 
classified by risk category because they are not evidenced by securities that exist in physical or book 

entry form. Investments are stated at fair value. 

3. Due From Other Funds or Governments 

Receivables and payables to other funds or governments arising from cash transactions or events 

are recorded in the financial statements as a modification to the cash basis of accounting. 

4. Capital Assets 

The Borough's modified cash basis of accounting reports capital assets arising from cash transaction 

or events acquired for use in governmental-wide financial statements and in governmental fund 

operations are accounted for as capital outlay expenditures upon acquisition. 

5. Long-Term Debt 

Long-term debt arising from cash transaction or events is not reported as liabilities in the 

government-wide and in the fund financial statements. The debt proceeds are reported as other 
financing sources, and payment of principal and interest is reported as expenditures. 

6. Net Position/Fund Balance Classification 

Government-Wide Statements 
Net position is classified and displayed in three components 

• Net investment in capital assets - consists of capital assets, included restricted capital 

assets, net of accumulated depreciation and reduced by the outstanding balances of any 

bonds, mortgages, notes, or other borrowings that are attributable to the acquisitions, 

construction, or improvements of those assets and adjustments for any deferred inflows 
and outflows of resources attributable to capital assets and related debt. 

• Restricted - consists of restricted assets reduced by liabilities and deferred inflows or 

resources related to those assets, with restriction constraints placed on the use either by 

external groups, such as creditors, grantors, contributors, or laws and regulations of other 
governments, or law through constitutional provisions or enabling legislations. 

• Unrestricted - net amount of assets, deferred outflows or resources, liabilities, and deferred 

inflows of resources that are not included in the determination of net investment in capital 
assets for the restricted component of net position. 
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It is the Borough's policy to first use restricted net resources prior to the use of unrestricted net 

resources when an expense is incurred for purposes for which both restricted and unrestricted net 
resources are available. 

Fund Balances 

The difference in the amount of assets plus deferred outflows less liabilities and deferred inflows of 

governmental funds is reported as fund balances and classified as nonspendable, restricted, 

committed, assigned, and unassigned based on the respective level of constraint. These constraints 

are defined as follows: 

• Non-spendable - includes amounts that cannot be spent because they are either not 

spendable in form or are legally or contractually required to be maintained intact. All 

amounts reported as non-spendable at December 31, 2017 by the Borough are non-

spendable in form. 

• Restricted - includes amounts that are restricted by external sources (creditors, laws of 

other governments, etc.) or by constitutional provision or enabling legislation. 

• Committed - includes amounts that can only be used for specific purposes. Committed 

fund balance is reported pursuant to formal action taken by the Board of Supervisors, the 
Borough's highest level of decision making authority. Commitments may be modified or 

rescinded only through resolutions approved by the Council. 

• Assigned - includes amounts that the Borough intends to use for a specific purpose, but do 

not meet the definition of restricted or committed fund balance. Amounts may be assigned 

by the Administration and/or the Council. 

• Unassigned - includes amounts that have not been assigned to other funds or restricted, 
committed or assigned to a specific purpose within the General Fund. 

When an expenditure is incurred for purposes for which both restricted and unrestricted fund 

balance is available, the Borough considers restricted funds to have been spent first. When an 

expenditure is incurred for which committed, assigned, or unassigned fund balances are available, 

the Borough considers amounts to have been spent first out of committed funds, then assigned 

funds, and finally unassigned funds, as needed, unless the Borough Council has provided otherwise 

in its commitment or assignment actions. 

Fund balances in the Borough's major funds are $237,972 for the general fund, all of which is 
unassigned, and $76,570 assigned to highways. 

Fund balances in the Borough's non-major funds include $17,605 that is assigned for street lighting 
and fire protection. 

The Borough has no formal minimum fund balance policies or any formal stabilization 
arrangements in place. 

G. Revenues, Expenditures and Expenses 
In the Statement of Activities, modified cash basis revenues that are derived directly from each 

activity or from parties outside the Borough's taxpayers are reported as program revenues. The 
Borough has the following program revenues in each activity: 

Public Safety - Parking permits and meter charges. Foreign fire insurance distribution. 



Highways and Streets - Commercial vehicle and gasoline excise tax shared by the State, recycling 
grants, street charges. 

Employee Benefits - State pension aid. 

All other governmental revenues are reported as general revenues. All taxes are classed as general 

revenue even if restricted for a specific purpose. 

H. Budgets and Budgetary Accounting 

The Borough follows these procedures in establishing the budgetary data reflected in the financial 

statements. 

Prior to December 31, the budget is legally enacted through passage of a resolution. 

Formal budgetary integration is employed as a management control device during the year for the 
General Fund. 

The budget for the General Fund is adopted on a basis consistent with generally accepted 
accounting principles. 

The Borough is not permitted to amend the budget during the year to change the original 

appropriation. The control level at which the budget must report is function and object. 

The General Fund is the only fund for which a budget is required to be adopted. 

At December 31st of each year, appropriations lapse and may not be carried forward. 

Encumbrances are utilized to the extent necessary for the Borough to maintain proper control over 

the budget. Open encumbrances at year-end lapse and are reappropriated in the next year's 
budget. 

I. Estimates 

The preparation of financial statements in conformity with generally accepted accounting principles 

requires management to make estimates and assumptions that affect certain reported amounts 

and disclosures. Accordingly, actual results could differ from those estimates. 

J. Interfu nd Receivables! Payables 

During the course of operations, transactions sometime occur between individual funds for goods 

provided or services rendered. These receivables and payables, to the extent they exist, are 

classified as "Interfund Receivables" or "Interfund Payables" on the balance sheet. 

K. Subsequent Events 

The Borough evaluated subsequent events for recognition and disclosure through February 21, 

2018, the date the financial statements were available to be issued. No subsequent events were 

identified requiring recognition or disclosure. 
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Note 2— Cash and Investments 

Deposits 

Below is a summary of the Borough's deposits which are insured by the Federal Depository 

Insurance Company, and those which are not insured or collateralized in the Borough's name, but 

collateralized in accordance with Act 72 of the Pennsylvania State Legislature, which requires the 

financial institution to pool collateral for all government deposits and have the collateral held by an 

approved custodian in the institution's name. 

FDIC Pooled Bank Carrying 

Insured Collateral Balance Amount 

Cash and Deposits $ 250,000 $ 104,426 $ 354,426 $ 353,188 

Investments 

The Borough's investments at December 31, 2017 consist of: 

Carrying 

Amount Fair Value 

Non Uniform Pension Participant Directed 

Accounts 

LPL Financial $ 309,384 $ 309,384 

Total $ 309,384 $ 309,384 

The Borough Council has designated LPL Financial as custodial and trustee of Evans City Borough's 

non-uniformed retirement assets. When applicable, the Borough measures investments at fair 

value. The fair value measurement guidelines, set forth by generally accepted accounting principles, 

recognize a three-tiered fair value hierarchy as follows: 

• Level 1 inputs: Level 1 inputs are quoted prices (unadjusted) for identical assets or liabilities in 

active markets. A quoted price for an Identical asset or liability in an active market (e.g., an equity 

security traded on a major exchange) provides the most reliable fair value measurement and, if 

available, should be used to measure the fair value in that particular market. 

• Level 2 inputs: The categorization of an asset/liability as Level 1 requires that it is traded in an 

active market. If an instrument is not traded in an active market, it may fall to Level 2. Level 2 

inputs are inputs that are observable, either directly or indirectly, but do not qualify as Level 1. 

• Level 3 inputs: Reporting entities may use unobservable inputs to measure fair value if relevant 

observable inputs are not available, thereby allowing for situations in which there is little, if any 
market activity for the asset or liability at the measurement date. These unobservable inputs are 

considered Level 3. 

Equity securities classified in Level 1 of the fair value hierarchy are valued using prices quoted in 
active markets for those securities. 



LPL Financial 

For the portion of Borough pension assets invested with LPL Financial, the fair value measurements 

have been reported in the quarterly participant account report provided to the Borough by LPL 

Financial. LPL Financial measures and records its investments at fair market value, unless otherwise 

stated by the issuer of the investment. 

At December 31, 2017, the following table reflects the Borough investments held by LPL Financial: 

LPL Financial 

As of December 31, 2017 

FAIR VALUE MEASUREMENTS USING 

INVESTMENTS BY FAIR VALUE LEVEL 

Equity Investments 

Mutual Funds 

Unit Investment Trusts 

Total investments by fair value level 

2017 Level 1 

$ 42,866 $ 42,866 

203,690 203,690 

62,828 62,828 

309,384 309,384 

Level 2 Level 3 

Investment Risks 

Custodial Credit Risk - Custodial credit risk is the risk of loss resulting from the failure of the 

custodian such that Nationwide Investments would not be able to recover the value of its 

investments or collateral securities in the possession of the custodian. The Borough is permitted to 

invest funds consistent with sound business practices in the following types of investments, certain 

money market mutual funds, and deposit accounts: 

Obligations of (a) the United States of America or any of its agencies or instrumentalities backed by 

the full faith and credit of the United States of America, (b) the Commonwealth of Pennsylvania or 

any of its agencies or instrumentalities backed by the full faith and credit of the Commonwealth of 

Pennsylvania, or (c) any political subdivision of the Commonwealth of Pennsylvania or any of its 

agencies or instrumentalities backed by the full faith and credit of the political subdivision. 

Act 20, a Pennsylvania law enacted in June of 1995, expands the allowable investment vehicles to 

include certain money market mutual funds rated as "AAA" whose investments are limited to those 

mentioned in the previous paragraph. 

Deposits in savings accounts or time deposits or share accounts of institutions insured by the 

Federal Deposit Insurance Corporation to the extent that such accounts are so insured and, for any 

amounts above the insured maximum, provided that approved collateral as provided by law 

therefore shall be pledged by the depository. 

For the portion of borough pension assets invested with LPL Financial, because the investment 

securities are uninsured, unregistered, and in the possession of the counterparty or its safekeeping 

department, the investment securities are subject to custodial credit risk. 
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Interest Rate Risk - Interest rate risk is the risk that changes in interest rates will adversely affect 

the fair value of a fixed income investment. The Township does not have a formal investment policy 

that limits investment maturities as a means of managing its exposure to fair value losses arising 

from increasing interest rates. 

Concentration of Credit Risk - Credit risk concentration is the risk of loss attributed to investments 

(other than those issued or guaranteed by the U.S. Government) in any one organization that 

represented 5 percent or more of the plan's net position. The Borough places no limit on the 

amount it may invest in any one issue. 

The portion of Borough pension assets invested with LPL Financial had six single issuers that exceed 

5 percent of total investments at December 31, 2017. 

Foreign Currency Risk 
Foreign currency risk is the risk that changes in exchange rates will adversely affect the fair value of 

an investment. 

Investments in LPL Financial could be subject to foreign currency risk. 

Note 3 - Property Taxes 
The Borough bills and collects its own property taxes through a locally elected tax collector. 

Property taxes attach as an enforceable lien on property. Taxes are levied on March 1 and are 

payable at discount until April 30 or at face value in May and June. The tax levy for 2017 was based 

on adjusted assessed values on January 1, 2017 of $10,171,096. The Borough tax rate for the year 

ended December 31, 2017 is 20.00 mills as levied by the Borough. 

Note 4— Changes in Capital Assets 
The Borough does not maintain a register of general fixed assets for its governmental activities in 

accordance with Generally Accepted Accounting Principles. 

Note 5 - General Long-Term Debt 
The following is a summary of note and bond transactions of the Borough for the year ended 

December 31, 2017. Due to the use of the modified cash basis of accounting, long-term liabilities in 

governmental activities are not reflected in the Borough's financial statements. 

Amounts 

Beginning Ending Due Within 

Balance Additions Reductions Balance One Year 

Governmental activities: 

Bonds, loans & leases payable 

General Obligation Notes 

Total bonds, loans 

and leases payable 

Total Long-Term Liabilities  

$  118,239  $ $  (20,622)  $  97,617  $  20,113 

118,239 - (20,622) 97,617 20,113 

$  118,239  $ $  (20,622)  $  97,617  $  20,113 
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During 2014, the Borough entered into a note payable with Northwest Savings Bank for the 

purpose of refinancing the former PennVest loan that was in the name of the Evans City Water and 

Sewer Authority. The original principal amount was $197,000 with interest at the rate of 2.75% 

and final payment due 11-3-19. This note had an outstanding balance of $97,617 as of December 
31, 2017. 

The amount needed to amortize all notes and lease-purchase agreements outstanding as of 
December 31, 2017 is as follows: 

2018 

2019 

2020 

2021 

2022 

Principal 

$ 20,113 

20,621 

21,143 

21,678 

14,062 

$ 97,617  

Interest 

$ 2,211 

1,703 

1,181 

646 

125 

$ 5,866 

Total 

$ 22,324 

22,324 

22,324 

22,324 

14,187 

$ 103,483 

Note 6— Pension Plans 
Evans City Borough maintains one pension fund covering the Borough's employees. 

Plan Description: The Evans City Borough Non-Uniformed Pension Plan was converted from a 

defined benefit to a defined contribution pension plan. Plan assets are maintained in separate self-

directed investment accounts for each participant. The assets are managed by LPL Financial. The 

Plan requires Borough contribution of 7.5% of each participant's compensation. Participants are 

not permitted to contribute to the Plan. The Borough's contribution for 2017 was $10,917. Total 

payroll for 2017 was $187,500 and covered payroll was $143,626. 

Funding Policy: The contribution requirement of the Borough is established and may be amended 

by the Borough Council. The Borough is required by Act 205 to contribute an annual contribution 

that is based upon the Minimum Municipal Obligation (MMO). The MMO is equal to the Plan's 

required employer contribution which is a fixed percentage of covered payroll. The Commonwealth 

of Pennsylvania provides an allocation of funds that must be used first for pension funding. Any 

excess of this funding may be used to fund other plans of the Borough. Any financial requirement 
established by the MMO that exceeds state and member contributions must be funded by the 

Borough. 

The Borough's annual pension cost and net pension obligation for the current year were as follows: 

Annual Required Contribution $10,917 

Contributions made 10,917 

Increase (decrease) in net pension 

Obligation $ -0- 



2017 $ 10,917 

2016 18,192 
2015 20,540 

2014 19,137 

2013 18,381 

100.0% 

100.0% 

100.0% 

100.0% 

100.0% 

Year 

Ending 

Five Year Trend Information 

Percentage 

Annual of 
Pension Cost APC 

(APC) Contributed 

Net 

Pension 

Obligation 

Summary financial information as of December 31, 2017 is as follows: 

Total Assets 

Total Liabilities 

Net Position 

Total Additions 

Total Deductions 

Change in Net Position 

$ 330,425 

2,350 

$ 328,075 

$ 73,925 

(33,535) 

$ 40,390 

The Borough maintains an IRC Section 457(B) deferred compensation plan for its employees. 

Eligible employees may elect to defer a portion of their salary which is deposited into an 

investment account maintained and directed by the employee. The Borough does not contribute 

to this plan nor are the plan assets included in the Borough's financial statements. 

Note 7 - Contingent Liabilities 
The Evans City Borough participates in grant programs sponsored by other governments. The 

programs are subject to program compliance audits by the grantor agencies or their 

representatives. The audits of some of these programs for and including the year ended December 

31, 2017 have not yet been conducted. Accordingly, the Borough's compliance with applicable 

grant requirements will be established at some future date. The amount, if any, of expenditures 

which may be disallowed by the granting agencies cannot be determined at this time although the 

Borough expects such amounts to be immaterial. 



Note 8— Interfund Balances 
Individual fund interfund receivable and payable balances at December 31, 2017 were: 

lnterfund 

Receivable 

Hydrant and Light $ 17,605 

Total $  17,605 

Interfund 

Payable 

General Fund $ 17,605 

$ 17,605 

The above amounts represent hydrant and light tax collections that were not paid for street lighting 

bills and are owed to the Hydrant and Light fund. 

There were no fund level transfers made during the year ended December 31, 2017. 

Note 9— Risk Management and Litigation 
The Borough is exposed to various risks of losses related to torts, theft of, damage to, and 

destruction of assets: errors and omissions; injuries to employees; and natural disasters. The 

Borough manages most risk through the general fund with the purchase of commercial insurance 

coverage. 

The Borough estimates that the amount of actual or potential claims against the Borough as of 

December 31, 2017, will not materially affect the financial condition of the Borough and will be 

covered under the present insurance coverage. 

Note 10—Sale of Assets 
During 2011, an agreement was signed between Evans City Borough and the Evans City Water and 

Sewer Authority in which the Borough would sell certain water and sewer assets to the Authority. 

This transfer of assets has been recorded effective January 1, 2013 and was shown as a transfer to 

the authority on the financial statements. The total purchase price was set at $5,857,920 and 

requires 360 monthly payments from the Authority which were initially set at $16,272.11 per 

month. These payments are shown as intergovernmental revenues and are reflected in the 

Borough's general fund. 

Note 11— Pool Grant 
During 2017, the Borough received a grant totaling $150,000 for Evans City Pool Development. 

These funds were received by the Borough and subsequently transferred to Butler County, who will 

be managing the funds, for pool renovations. These funds-are shown as intergovernmental 

revenues and transfers to other governments on the Borough's financial statements. 
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