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Town Of Highland, Indiana 
Notes To Financial Statements 

(Continued) 
 

G. Pension Plans 
 
1. Agent Multiple-Employer and Single-Employer Defined Benefit Pension Plans 

 
a. Public Employees' Retirement Fund 

 
Plan Description 
 
The government contributes to the Indiana Public Employees' Retirement Fund, a 
defined benefit pension plan.  PERF is an agent multiple-employer public employee 
retirement system, which provides retirement benefits to plan members and beneficiaries.  
All full-time employees are eligible to participate in the defined benefit plan.  State 
statutes (IC 5-10.2 and 5-10.3) govern, through the Indiana Public Retirement System 
(INPRS) Board, most requirements of the system and give the government authority to 
contribute to the plan.  The INPRS Board has the authority to establish and amend the 
benefits of the plan.  The PERF retirement benefit consists of the pension provided by 
employer contributions plus an annuity provided by the member's annuity savings 
account.  The annuity savings account consists of member's contributions, set by state 
statute at 3 percent of compensation, plus the interest credited to the member's account.  
The employer may elect to make the contributions on behalf of the member. 
 
INPRS administers the plan and issues a publicly available financial report that includes 
financial statements and required supplementary information for the plan as a whole and 
for its participants.  The report may be obtained by contacting: 
 

Indiana Public Retirement System 
Harrison Building, Room 800 
143 West Market Street 
Indianapolis, IN  46204 
Ph. (317) 233-4162 

 
Funding Policy 
 
PERF members are required to contribute 3 percent of their annual covered salary.  The 
Town is required to contribute at an actuarially determined rate; the current rate is 10.00 
percent of annual covered payroll.  The contribution requirements of plan members and 
the Town are established and may be amended by the Board of Trustees of INPRS.   
 
Information to segregate the assets/liabilities and the actuarial study figures between the 
government and the Utilities is not available.  Therefore, the liability for Net Pension Obli-
gation (NPO) is considered an obligation of the government and is presented in the 
governmental activities of the Statement of Net Position and is not presented as an asset/ 
liability of the business-type activities. 
 
Annual Pension Cost 
 
For 2012, the Town’s annual pension cost of $303,865 for PERF was greater than the 
Town’s required and actual contributions of $217,362. 
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Town Of Highland, Indiana 
Notes To Financial Statements 

(Continued) 
 

b. 1925 Police Officers' Pension Plan 
 
Plan Description 
 
The Town contributes to the 1925 Police Officers' Pension Plan which is a single-
employer defined benefit pension plan. The plan is administered by the local pension 
board as authorized by state statute (IC 36-8-6). The Board has the authority to establish 
and amend the benefits of the plan.  The plan provides retirement, disability, and death 
benefits to plan members, survivors and beneficiaries. The plan was established by the 
plan administrator, as provided by state statute. The plan administrator does not issue a 
publicly available financial report that includes financial statements and required 
supplementary information of the plan. 

 

Funding Policy 
 
Plan members are required by state statute (IC 36-8-6-4) to contribute an amount equal 
to 6 percent of the salary of a first class patrolman.  The contribution requirements of plan 
members are established and may be amended by state statute. The State of Indiana 
has contributed $649,793 on behalf of the municipality. On behalf contributions from the 
State of Indiana approximates the amount paid out for benefits.* 

 
Annual Pension Cost 
 
For 2012, the Town’s annual pension cost of $654,900 for the 1925 Police Officers’ 
Pension Plan was less than the Town’s required and actual contributions of $659,536. 
 
The Net Pension Obligation (NPO) is considered an obligation of the Town as a whole 
and is reflected in the Statement of Net Position.  Contributions and benefits of this 
pension plan are recognized when due and payable in accordance with the terms of the 
plan. 

 
Actuarial Information for the Above Plans     

1925 Police
Officers' 

PERF Pension

Annual required contribution 305,543$           769,700$           
Interest on net pension obligation 11,100               323,500             
Adjustment to annual required

contribution (12,778)            (438,300)           

Annual pension cost 303,865             654,900             
Contributions made 217,362           659,536            

Increase (Decrease) in net
pension obligation 86,503               (4,636)                

Net pension obligation,
beginning of year 158,568           5,392,408         

Net pension obligation,
end of year 245,071$          5,387,772$        
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Town Of Highland, Indiana 
Notes To Financial Statements 

(Continued) 
   

 
1925 Police 

 

  Officers’  
 PERF Pension  
Contribution rates:    

Town 10.00% N/A  
Plan members 3% 6%  

Actuarial valuation date 07-01-12 01-01-12  
Actuarial cost method Entry age normal 

cost 
Entry age normal 

cost 
 

Amortization method Level Dollar 
Closed 

amortization 
period 

Level percentage 
of projected 

payroll, closed 

 

Amortization period 30 years 30 years  
Amortization period 

(from date) 
 

07-01-10 
 

01-01-05 
 

Asset valuation method 4-year smoothing 
of gains/losses on 
market value with 

a 20% corridor 

N/A 
 

 

 N/A = not applicable 
 

  1925 Police  
  Officers’  

Actuarial Assumptions PERF Pension  
    
Investment rate of return 6.75% 6%  
Projected future salary increases:    

Total 4% 3.25%  
Cost-of-living adjustments 
  

1% 2.25/3.25%*  

 *2.25% converted members; 3.25% non-converted members 
 
It is noted that the following is provided by PERF.  It is reported on the state's fiscal year, 
which ends on 6-30.  The Primary Government ends on a calendar year, 12-31.  At the time 
of preparation, the information was not available. 
 

Three Year Trend Information 
 

  
 

Year Ending

Annual 
Pension Cost

(APC) 

Percentage 
of APC 

Contributed 

 Net 
Pension 

Obligation 
       
PERF 06-30-10 $ 225,474 94%   81,972

 06-30-11  285,504 73%   158,568
 06-30-12  303,865 72%   245,071

1925 Police Officers’       
Pension Plan 12-31-10 797,400 102%   5,311,236

 12-31-11  798,700 90%   5,392,408
 12-31-12  654,900 101%   5,387,772

 
For financial reporting purposes the projection of benefits for these plans does not explicitly 
incorporate the potential effects of the legal limit on employer contributions disclosed.
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Town Of Highland, Indiana 
Notes To Financial Statements 

(Continued) 
 
 
 

Membership in the 1925 Police Officers’ Pension Plan at January 1, 2012, was comprised of 
the following: 

 
 1925 Police 

Officers’ 
Pension 

Retirees and beneficiaries currently 
receiving benefits 

 
23 

Terminated employees entitled to but 
not yet receiving benefits 

 
- 

Current active employees - 
 
 
 
 

1925 Police
Officers'

Assets: Pension

Cash and cash equivalents 392,830$      
Receivables:  

Employer contributions 625              
Interest and dividends 31                

Total receivables 656              

Investments at fair value:
Participation in investment pools of other governments 2,988           

Total assets 396,474        

Net position:
Held in trust for:  

Employees' pension benefits and other purposes 396,474        

Total net position 396,474$      

Statement of Fiduciary Net Position:
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Town Of Highland, Indiana 
Notes To Financial Statements 

(Continued) 
 
 

 
 

 

Additions:  
  
Contributions:  

Employer 7,974$          
On-behalf 649,793        
Other 1,769           

Total contributions 659,536        
  

Investment income:  
Interest and dividends 384              

Total investment income 384              

Total additions 659,920        

Deductions:

Benefits 732,357        
Administrative expense 2,088           

Total deductions 734,445        

Change in net position (74,525)        

Net position - beginning 470,999        

Net position - ending 396,474$      

Statement of Changes in Fiduciary Net Assets:

 
 
Funded status and Funding Progress for the Above Plans 
 
The funded status of each plan as of July 1, 2012, the most recent actuarial valuation date 
(except the 1925 Police Officers' pension fund (which is as of January 1, 2012) is as follows: 
 

 
 
 
 
 

Retirement Plan 

  
 

Actuarial 
 Value of 

Plan Assets 
(a) 

  
Actuarial 
Accrued 

 Liability (AAL) 
Entry Age 

(b) 

  
 
 

Unfunded  
AAL 
(b-a) 

  
 
 

Funded 
Ratio 
(a/b) 

  
 

Annual 
Covered 
Payroll 

(c) 

 Unfunded 
 AAL as a  

Percentage  
of Covered  

Payroll 
((b-a)/c) 

 
PERF 

  
$  2,529,396 

  
$     4,794,298 

  
$  (2,264,902) 

  
53% 

  
$   2,906,272 

  
(78%) 

 
1925 Police Officers’ 
  Pension Plans 

  
470,999 

   
9,469,500 

  
 (8,998,501) 

  
5% 

  
- 

  
No covered 

payroll 
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Town Of Highland, Indiana 
Notes To Financial Statements 

(Continued) 
 

 
The Schedule of Funding Progress, presented as RSI for the above plans following the 
Notes to Financial Statements, presents multiyear trend information about whether the 
actuarial value of plan assets is increasing or decreasing over time relative to the actuarial 
accrued liability for benefits. 
 

2. Cost-Sharing Multiple-Employer Defined Benefit Pension Plan 
 
1977 Police Officers' and Firefighters' Pension and Disability Fund 
 
Plan Description 
 
The government contributes to the 1977 Police Officers' and Firefighters' Pension and 
Disability Fund, a cost-sharing multiple-employer defined benefit pension plan administered 
by the Indiana Public Employees' Retirement System (INPRS) for all police officers and 
firefighters hired after April 30, 1977. 
 
State statute (IC 36-8-8) regulates the operations of the system, including benefits, vesting 
and requirements for contributions by employers and by employees.  Covered employees 
may retire at age 52 with 20 years of service.  An employee with 20 years of service may 
leave service, but will not receive benefits until reaching age 52.  The plan also provides for 
death and disability benefits. 
 
INPRS issues a publicly available financial report that includes financial statements and 
required supplementary information for the plan as a whole and for its participants.  That 
report may be obtained by contacting: 
 

Indiana Public Retirement System 
One North Capital Street, Suite 001 
Indianapolis, IN  46204 
Ph. (888) 526-1687 

 
Funding Policy and Annual Pension Costs 
 
Plan members are required to contribute 6 percent of the first-class police officers' and 
firefighters' salary and the government is to contribute at an actuarially determined rate.  The 
current rate, which was changed in 2009 from the rate of 21 percent, is 19.5 percent of the 
first-class police officers' and firefighters' salary.  The contribution of 21 percent had been the 
employer’s rate from the inception of the plan in 1977, continuing until 2009.  The contribution 
requirements of plan members and the government are established by the Board of Trustees 
of INPRS.  The government's contributions to the plan for the years ending December 31, 
2012, 2011, and 2010, were $649,793, $684,323, and $405,889, respectively, equal to the 
required contributions for each year. 
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