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 October 5, 2017 
 
 
Board of Directors 
Richmond Power and Light 
50 North 5th Street 
Richmond, IN  47374 
 
 

We have reviewed the audit report prepared by Crowe Horwath LLP, Independent Public 
Accountants, for the period January 1, 2016 to December 31, 2016.  In our opinion, the audit report was 
prepared in accordance with the guidelines established by the State Board of Accounts.  Per the 
Independent Auditor’s Report, the financial statements included in the report present fairly the financial 
condition of the Richmond Power and Light, as of December 31, 2016 and the results of its operations for 
the period then ended, on the basis of accounting described in the report. 

 
The audit report is filed with this letter in our office as a matter of public record. 
 
 

   
Paul D. Joyce, CPA 

        State Examiner 
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2. 

INDEPENDENT AUDITOR’S REPORT 
 
 
The Officials of  
  Richmond Power and Light 
Wayne County, Indiana 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the business-type activities of the Richmond 
Power and Light (Utility), a department of the City of Richmond, as of and for the year ended December 31, 
2016, and the fiduciary activities as of and for the year ended August 31, 2016, and the related notes to the 
financial statements, which collectively comprise the Utility'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 accounting principles generally accepted in the United States of America; this includes 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 of 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 entity'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 Utility's internal 
control.  Accordingly, we express no such opinion. An audit 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. 
 
We believe that our 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 financial position of the business-type activities of the Utility as of December 31, 2016, and the 
fiduciary activities as of August 31, 2016, and the respective changes in financial position and, where 
applicable, cash flows thereof for the year then ended in accordance with accounting principles generally 
accepted in the United States of America. 



 

 
 

 
3. 

 
 
Emphasis of Matter 
 
As discussed in Note 1, the financial statements of the Department of the City of Richmond, Indiana are 
intended to present the financial position, and the changes in financial position and, where applicable cash 
flows of only that portion of the business-type and fiduciary activities of the City that is attributable to the 
transactions of the Department. They do not purport to, and do not, present fairly the financial position of 
the City of Richmond, Indiana as of December 31, 2016, and the changes in its financial position and its 
cash flows for the year then ended in conformity with accounting principles generally accepted in the United 
States of America.  The City’s financial statements are separately prepared and presented on a regulatory 
basis of accounting, which is a comprehensive basis of accounting other than generally accepted 
accounting principles.  Our opinion is not modified with respect to this matter. 
 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Schedule of 
Changes in the Utility’s Net Pension Liability and Related Ratios, Schedule of Utility’s Contributions, and 
Schedule of Annual Money-Weighted Rate of Return on Pension Plan as listed in the table of contents, be 
presented to supplement the basic financial statements.  Such information, although not a part of the basic 
financial statements, is required by the Governmental Accounting Standards Board who considers it to be 
an essential part of financial reporting for placing the basic financial statements in an appropriate 
operational, economic, or historical context. We have applied certain limited procedures to the required 
supplementary information in accordance with auditing standards generally accepted in the United States 
of America, which consisted of inquiries of management about the methods of preparing the information 
and comparing the information for consistency with management's responses to our inquiries, the basic 
financial statements, and other knowledge we obtained during our audit of the basic financial statements. 
We do not express an opinion or provide any assurance on the information because the limited procedures 
do not provide us with sufficient evidence to express an opinion or provide any assurance. 
 
Management has omitted the Management's Discussion and Analysis that accounting principles generally 
accepted in the United States of America require to be presented to supplement the basic financial 
statements. Such missing information, although not a part of the basic financial statements, is required by 
the Government Accounting Standards Board who considers it to be an essential part of financial reporting 
for placing the basic financial statements in an appropriate operational, economic, or historical context. Our 
opinion on the basic financial statements is not affected by this missing information. 
 
Supplementary Information 
 
The nonaccounting information shown on page 1 is presented for purposes of additional analysis and is not 
a required part of the basic financial statements.  The nonaccounting 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. 
 
 
 
 
 Crowe Horwath LLP 
Indianapolis, Indiana 
September 5, 2017 
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4. 

STATEMENT OF NET POSITION 
ENTERPRISE FUND 
December 31, 2016 

 
 
ASSETS 
Current assets 
 Cash and cash equivalents - unrestricted   $ 14,659,566 
 Cash and cash equivalents - designated: 
  Group insurance reserve    1,341,911 
  Cash reserve fund    2,139,709 
  Debt service    485,000 
   Total cash and cash equivalents - designated    3,966,620 
 Cash and cash equivalents - restricted: Customer deposits fund    643,386 
 Customer accounts receivable (net of allowance)    7,258,854 
 Inventories     2,186,189 
 Prepaid items    287,701 
  Total current assets    29,002,316 
 
Non-current assets 
 Cash and cash equivalents - designated: Depreciation fund    10,418,770 
 Capital assets: 
  Land, improvements to land and construction in progress    1,972,427 
  Other capital assets (net of accumulated depreciation)    61,627,365 
   Total capital assets    63,599,792 
    Total noncurrent assets    74,018,562 
Total assets      103,020,878 
Deferred outflows of resources    5,247,000 
 
 Total assets and deferred outflows of resources   $ 108,267,878 
 
LIABILITIES 
Current liabilities: 
 Accounts payable   $ 11,085,052 
 Taxes payable    238,828 
 Accrued interest payable    11,527 
 Customer deposits    676,413 
 Compensated absences    513,500 
 Revenue bonds payable    465,000 
 Payable in lieu of taxes    3,209,563 
  Total current liabilities    16,199,883 
 
Noncurrent liabilities: 
 Net pension liability    18,724,896 
 Environmental remediation liability    13,034,000 
 Revenue bonds payable    485,000 
  Total noncurrent liabilities    32,243,896 
Total liabilities     48,443,779 
 
Deferred inflows of resources    886,854 
 Total liabilities and deferred inflows of resources    49,330,633 
 
NET POSITION 
Net investment in capital assets    62,649,792 
Unrestricted      (3,712,547) 
 Total net position    58,937,245 
 
  Total liabilities, deferred inflows of resources, and net position   $ 108,267,878 
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5. 

STATEMENT OF REVENUES, EXPENSES AND CHANGE IN NET POSITION 
ENTERPRISE FUND 

Year ended December 31, 2016 
 
 

Operating revenues: 
 Residential sales   $ 19,551,531 
 Commercial and industrial sales    64,751,704 
 Public street and highway lighting    1,084,990 
 Penalties     524,916 
 Other      263,535 
  Total operating revenues    86,176,676 
 
Operating expenses: 
 Purchased power    65,718,938 
 Cost of service    469,522 
 Transmission and distribution    4,228,134 
 Customer accounts    1,266,040 
 Administration and general    8,460,691 
 Depreciation    5,128,732 
 Utility receipts tax & other taxes    1,217,705 
 Employee pensions and benefits    488,883 
  Total operating expenses    86,978,645 
 
Operating loss     (801,969) 
 
Nonoperating revenues (expenses): 
 Interest and investment revenue    16,973 
 Miscellaneous revenue    8,087 
 Interest expense    (43,556) 
 Payment to City in lieu of taxes    (2,139,709) 
 Environmental remediation    (13,034,000) 
  Total nonoperating revenues (expenses)    (15,192,205) 
 
Loss before capital contributions    (15,994,174) 
 
Capital contributions    30,813 
 
Change in net position    (15,963,361) 
 
Total net position – beginning of year    74,900,606 
 
Total net position – end of year   $ 58,937,245 
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6. 

STATEMENT OF CASH FLOWS 
ENTERPRISE FUND 

Year ended December 31, 2016 
 

 
Cash flows from operating activities: 
 Receipts from customers and users   $ 85,716,745 
 Payments to suppliers and contractors    (69,207,566) 
 Payments to employees    (9,270,353) 
  Net cash provided by operating activities    7,238,826 
 
Cash flows from capital and related financing activities: 
 Capital contributions    30,813 
 Miscellaneous income    8,087 
 Acquisition and construction of capital assets    (2,622,572) 
 Payment to City in lieu of taxes    (2,139,709) 
 Principal paid on capital debt    (445,000) 
 Interest paid on capital debt    (48,955) 
  Net cash used by capital and related financing activities    (5,217,336) 
 
Cash flows from investing activities: 
 Interest received    16,973 
  Net cash provided by investing activities    16,973 
 
Net increase in cash and cash equivalents    2,038,463 
 
Cash and cash equivalents, January 1    27,649,879 
 
Cash and cash equivalents, December 31   $ 29,688,342 
 
Identification of cash and cash equivalents by account: 
 Current assets – unrestricted   $ 14,659,566 
 Current assets – designated    3,966,620 
 Current assets - restricted    643,386 
 Non-current assets - designated    10,418,770 
 
Total cash and cash equivalents, December 31   $ 29,688,342 
 

Reconciliation of operating income to net cash  
  provided by operating activities: 
 Operating loss    $ (801,969) 
 Adjustments to reconcile operating loss to  
   net cash provided by operating activities: 
  Depreciation expense    5,128,732 
  (Increase) decrease in assets and deferred outflows/inflows: 
   Customer accounts receivable    (472,170) 
   Inventories    (107,405) 
   Prepaid items    (69,528) 
   Net deferred outflows/inflows    708,712 
  Increase (decrease) in liabilities: 
   Accounts payable    811,752 
   Taxes payable    18,976 
   Net pension liability    1,982,987 
   Customer deposits    12,239 
   Compensated absences    26,500
    Total adjustments    8,040,795 
 

Net cash provided by operating activities   $ 7,238,826 
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7. 

STATEMENT OF PLAN NET POSITION 
FIDUCIARY FUND 

August 31, 2016 
 

 
ASSETS 
Investments, at fair value 
 Large U.S. equity   $ 9,387,505 
 Small/Mid U.S equity    1,703,071 
 International equity    3,627,876 
 Balanced/asset allocation    939,249 
 Fixed income    31,773,383 
 
     $ 47,431,084 
 
NET POSITION 
 Net position restricted for pensions   $ 47,431,084 
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8. 

STATEMENT OF CHANGES IN PLAN NET POSITION 
FIDUCIARY FUND 

Year ended August 31, 2016 
 
 

Additions 
 Contributions 
  Employer   $ 683,315  
  Plan members    248,478  
   Total contributions    931,793 
 
 Investment earnings 
  Investment return    2,672,390 
  Investment expenses    (20,802) 
   Total investment loss    2,651,588 
 
    Total additions    3,583,381 
 
Deductions 
 Benefit payments    2,312,981 
 Administrative expenses    3,800 
  Total deductions    2,316,781 
 
Net increase in net position    1,266,600 
 
Plan net position, beginning of the year    46,164,484  
 
Plan net position, end of the year   $ 47,431,084 
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9. 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
Reporting Entity:  The financial statements reflect only the activity of the Richmond Power and Light (Utility) 
and are not intended to present fairly the position of the City of Richmond (City), and the results of its 
operations and cash flows of its enterprise funds.  The Utility, whose operations are controlled by the City, 
represents a portion of the City's enterprise funds. 
 
The financial statements of the City are reported on a regulatory basis of accounting prescribed by the 
Indiana State Board of Accounts in accordance with state statute (IC 5-11-1-6), which is a comprehensive 
basis of accounting other than accounting principles generally accepted in the United States of America. 
The regulatory basis of accounting differs from accounting principles generally accepted in the United 
States of America in that receipts are recognized when received in cash, rather than when earned, and 
disbursements are recognized when paid, rather than when a liability is incurred. 
 
Fiduciary Fund: The Utility's defined benefit pension trust fund is presented in a fiduciary fund in the 
accompanying financial statements. These assets are being held for the benefit of pension participants and 
cannot be used for the activities or obligations of the Utility. The Fiduciary Fund has been presented as of 
its year end of August 31, 2016. 
 
Fund Financial Statements:  Business-type activity financial statements consist of the Statement of Net 
Position; Statement of Revenues, Expenses, and Changes in Net Position; and the Statement of Cash 
Flows.  Business-type activities rely to a significant extent on fees and charges for support. 
 
Measurement Focus, Basis of Accounting, and Financial Statement Presentation:  The accounts of the 
business-type activity are maintained and the financial statements are reported using the economic 
resources measurement focus and the accrual basis of accounting.  Under the accrual basis of accounting, 
revenues are recognized when earned and expenses are recognized when incurred. 
 
Enterprise funds distinguish operating receipts and disbursements from nonoperating items.  Operating 
receipts and disbursements generally result from providing services and producing and delivering goods in 
connection with an enterprise fund's principal ongoing operations.  The principal operating receipts of the 
enterprise funds are charges to customers for sales and services.  Operating disbursements for enterprise 
funds include the cost of sales and services and administrative costs.  All receipts and disbursements not 
meeting this definition are reported as nonoperating receipts and disbursements. 
 
Deposits and Investments:  The Utility's cash and cash equivalents are considered to be cash on hand, 
demand deposits and short-term investments with original maturities of three months or less from the date 
of acquisition.  Some of the Utility's cash and cash equivalents accounts are deposited in an interest bearing 
demand savings account.  The Utility uses the savings account to deposit money that it does not anticipate 
using for current operations. 

 
State statute (IC 5-13-9) authorizes the Utility to invest in securities, including but not limited to, federal 
government securities, repurchase agreements, and certain money market mutual funds. Certain other 
statutory restrictions apply to all investments made by local governmental units. 

 
Nonparticipating certificates of deposit, demand deposits, and similar nonparticipating negotiable 
instruments that are not reported as cash and cash equivalents are reported as investments at cost. 

  
Investment income, including changes in the fair value of investments, is reported as revenue in the 
operating statement. 
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10. 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Inventories and Prepaid Items:  All inventories are valued at cost using the first in/first out (FIFO) method.  
Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as 
prepaid items. 
 
Emissions Allowances:  The emissions allowances were purchased in relation to the generation business 
and are subject to market fluctuations.  After 2008, the market value for these allowances declined as 
various coal generators have been retired and other market variables have changed leaving the current 
estimated value at $135,779 according to the RP&L's consultant at TFS energy. 
 
Designated Assets:  Certain proceeds of the enterprise fund revenue bonds, as well as certain resources 
set aside for their repayment, are classified as designated assets on the Statement of Net Position because 
they are set aside for cost of Utility Plant in Service, medical costs of employees and dependents, and an 
annual payment to the City of Richmond. 

 
Revenues Pledged:  The Utility has pledged future electric revenues, net of specified operating expenses, 
to repay revenue bonds.  Proceeds from the bonds provided financing for electric improvements.  The 
bonds are payable solely from electric net revenues and are payable through 2018.  Annual principal and 
interest payments are expected to require less than 1% of operating revenues. 

 
Capital Assets:  Capital assets, which include property, plant, and equipment, are reported in the financial 
statements. 

 
Capital assets are reported at actual or estimated historical cost based on appraisals or deflated current 
replacement cost.  Contributed or donated assets are reported at estimated fair value at the time received. 

 
Capitalization thresholds (the dollar values above which asset acquisitions are added to the capital asset 
accounts), depreciation methods and estimated useful lives of capital assets are as follows:  

 

  Capitalization Depreciation Estimated 
  Threshold Method Useful Life 
 

 Buildings $0 Straight-line 40-50 years 
 Improvements other than buildings $0 Straight-line 50-65 years 
 Machinery and equipment  $0 Straight-line 10-60 years 
 Transportation equipment $0 Straight-line 5-10 years 
 

For depreciated assets, the cost of normal maintenance and repairs that do not add to the value of the 
asset or materially extend asset lives are not capitalized.  The Utility capitalizes all other capital additions 
through a work order system. 
 
Net Pension Liability:  The Utility has recorded a net pension liability reflecting the difference between the 
total pension liabilities and the fiduciary net position of the single employer defined benefit plan.  For 
purposes of measuring the net pension liability, deferred outflows and inflows of resources related to the 
pension, and pension expense, information about the fiduciary net position of the single employer defined 
benefit plan and additions to deductions from the single employer defined benefit plan fiduciary net position 
have been determined on the same basis as they are reported by the single employer defined benefit plan.  
For this purpose, benefit payments (including refunds of employee contributions) are recognized when due 
and payable in accordance with benefit terms.  Investments are reported at fair value. 
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11. 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Deferred Outflows of Resources and Deferred Inflows of Resources:  Deferred outflows of resources 
represent a consumption of net position that applies to a future period(s).  Deferred inflows of resources 
represent an acquisition of net position that applies to a future period(s). These amounts will not be 
recognized as expense or revenue until the applicable period.  The Utility reports items in this category 
including services that have not yet been billed, land that is held for future use, and recognition of changes 
in its defined benefit plans’ net pension liability that will be amortized in future periods. 
 
Compensated Absences:    
 
Vacation Leave - Utility employees earn vacation leave at rates from 5 days to 25 days per year based 
upon the number of years of service.  Vacation leave may be accumulated for 1 year.  Accumulated vacation 
leave is paid to employees through cash payments upon separation of service. 
 
Sick Leave - Utility employees earn sick leave at the rate of 15 days per year.  Unused sick leave may be 
accumulated to a maximum of 105 days. 
 
Personal Leave - Utility employees earn personal leave at the rate of 2 days per year.  Personal leave does 
not accumulate from year to year. 
 
No liability is reported for sick and personal leave. 
 
Environmental Remediation Liability:  The Utility accrues for costs associated with environmental 
remediation obligations when such costs are probable and reasonably estimable.  Accruals for estimated 
costs from environmental remediation obligations generally are recognized no later than completion of the 
remediation feasibility or other study.  Such accruals are adjusted as further information develops or 
circumstances change. 

 
Long-Term Obligations:  Long-term debt and other long-term obligations are reported as liabilities in the 
Statement of Net Position.  Bond premiums and discounts are amortized over the life of the bonds using 
the straight-line method.  Bonds payable are reported net of the applicable bond premium or discount.   
 
Revenue Recognition:  The Utility records revenue as billed to its customers and does not recognize any 
unbilled revenues that occur between meter readings. This accounting for revenue follows the rate making 
process of the Indiana Utility Regulatory Commission.   
 
Rate Structure:  The current rate structure was approved by the Indiana Utility Regulatory Commission on 
February 9, 2005. 
 
Energy Cost Adjustment Factor:  Pursuant to Rate Tariffs approved by the Indiana Utility Regulatory 
Commission in Cause #39381, an Energy Cost Adjustment Factor is used by the Utility to recover the cost 
of power delivered to customers. Changes in the cost of power are tracked and a quarterly adjustment 
factor is used to reconcile variances in the cost of energy. Capacity and energy sales to IMPA are deducted 
from the cost of the energy purchased.  
 
Contract: The Utility has a long-term power supply contract with the Indiana Municipal Power Agency 
(“IMPA”) that runs through 2042.  Under the contract, IMPA is required to supply, and the Utility is required 
to purchase from IMPA all of its energy requirements.  
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12. 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Risk Management:  The Utility is exposed to various risks of loss related to torts; theft of, damage to, and 
destruction of assets; errors and omissions; job related illnesses or injuries to employees; medical benefits 
to employees, retirees, and dependents (excluding postemployment benefits); and natural disasters. 
 
The risks of torts; theft of, damage to, and destruction of assets; errors and omissions; job related illnesses 
or injuries to employees; medical benefits to employees, retirees, and dependents (excluding 
postemployment benefits); and natural disasters are covered by commercial insurance from independent 
third parties.  Settled claims from these risks have not exceeded commercial insurance coverage for the 
past three years.  There were no significant reductions in insurance by major category of risk. 
 
Contingent Liability:  Richmond Power and Light is attempting to resolve two "Notices of Violation and 
Finding of Violation" received from the United States Environmental Protection Agency (EPA) in connection 
with certain provisions of the Clean Air Act.  The amount of liability, if any, is unknown at this time. 
 
Subsequent Events:  Management has performed an analysis of the activities and transactions subsequent 
to December 31, 2016, to determine the need for any adjustments or disclosures to the financial statements 
for the year ended December 31, 2016. Management has performed their analysis through September 5, 
2017, the date the financial statements were available to be issued. 
 
 
NOTE 2 - DEPOSITS AND INVESTMENTS 
 
Custodial credit risk is the risk that in the event of a bank failure, the government's deposits may not be 
returned to it.  Indiana Code 5-13-8-1 allows a political subdivision of the State of Indiana to deposit public 
funds in a financial institution only if the financial institution is a depository eligible to receive state funds 
and has a principal office or branch that qualifies to receive public funds of the political subdivision.  The 
Utility does not have a deposit policy for custodial credit risk. 
 
The bank balances were insured by the Federal Deposit Insurance Corporation or the Public Deposit 
Insurance Fund, which covers all public funds held in approved depositories.  At December 31, 2016 and 
2015, the Utility had deposit balances in the amount of $27,761,479.  Of this amount, $12,171,899 was 
uninsured and collateralized with securities held by the pledging institution’s trust department or agent but 
not in the depositor’s name and is exposed to custodial credit risk at December 31, 2016. 
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13. 

NOTE 3 - CAPITAL ASSETS 
 
Capital Assets:  Capital asset activity for the year ended December 31, 2016 was as follows: 
 
     Beginning       Ending 
     Balance   Increases   Decreases   Balance  
December 31, 2016 
Capital assets, not being depreciated 
 Land  $ 793,651 $ 142,921 $ - $ 936,572 
 Construction in progress  384,013  2,430,290  (1,778,448)  1,035,855 
  Total capital assets not 
    being depreciated  1,177,664  2,573,211  (1,778,448)  1,972,427 
 
Capital assets, being depreciated 
 Buildings  7,716,417  78,727  -  7,795,144 
 Improvements other than buildings  1,020,859  -  -  1,020,859 
 Machinery and equipment  178,171,899  1,699,721  (267,648)  179,603,973 
  Totals  186,909,175  1,778,448  (267,648)  188,419,976 
 
Less accumulated depreciation for: 
 Buildings  (5,009,010)  (157,265)  -  (5,166,275) 
 Improvements other than buildings  (567,996)  (17,617)  -  (585,613) 
 Machinery and equipment  (116,403,881)   (4,953,850)  317,008 (121,040,723) 
  Total  (121,980,887)   (5,128,732)  317,008 (126,792,611) 
 
 Total capital assets being 
   depreciated, net  64,928,288  (3,350,284)  49,360  61,627,365 
 
Total capital assets, net $ 66,105,952 $ (777,071) $ (1,729,088) $ 63,599,792 
 
Construction Commitments:  Construction work in progress is composed of the following at December 31, 
2016: 
 
    Expended to   
 Project   December 31 Committed 
 
 Transmission     $ 152,210 $ - 
 Distribution      599,702  508,538 
 General plant      283,943  1,019,079 
 
  Totals     $ 1,035,855 $ 1,527,617 
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14. 

NOTE 4 - LONG-TERM LIABILITIES 
 
Revenue Bonds:  The Utility issues bonds to be paid by income derived from the acquired or constructed 
assets. Revenue bonds outstanding at year end were for a fabric filter system and bear interest at a rate of 
4.64% payable as follows: 
 
Revenue bonds debt service requirements to maturity are as follows: 
 
  Electric Utility  
  Principal Interest 
 
 2017 $ 465,000 $ 26,117 
 2018  485,000  8,827 
 
  Total $ 950,000 $ 34,944 
 
Environmental Remediation Liability:  Effective October 4, 2016, the United States Environmental 
Protection Agency’s 40 CFS 257:  Criteria for Classification of Solid Waste Disposal Facilities and Practices 
(Coal Combustion Residuals (CCR) Rule) was modified to require that inactive impoundments meet all the 
analyses and reporting requirements of Section 257.102.  The Utility determined that an impoundment met 
the requirements for remediation.  

 
The Utility is commencing closure of the Ash Field/Sluice Pond at the Whitewater Valley Station.  The Utility 
contracted an engineering firm to determine the project timing and probable cost of the closure.  The liability 
is based on the engineer’s opinion of probable cost, which is an estimate based on professional judgment 
and includes remediation related construction and ongoing inspections through 2020; and includes a 
contingency for potential for changes due to price increases or reductions, technology, or other applicable 
laws or regulations.  At this time, management believes that there are no known sources for recovery of 
funds. 
 
Changes in Long-Term Liabilities:  Long-term liability activity for the years ended December 31, 2016 was 
as follows: 
 
 Beginning   Ending Due Within 
 Balance Additions Reductions Balance One Year 
Description: 
 Revenue Bonds - Electric Utility $ 1,395,000 $ - $ (445,000) $ 950,000  $ 465,000 
 Environmental Remediation Liability  -    13,034,000  -  13,034,000  - 
 
 Total long-term liabilities $ 1,395,000 $ 13,034,000 $ (445,000) $ 13,984,000  $ 465,000 
 
 
 
  



RICHMOND POWER AND LIGHT 
A DEPARTMENT OF THE CITY OF RICHMOND 

WAYNE COUNTY, INDIANA 
NOTES TO FINANCIAL STATEMENTS 

December 31, 2016 
 
 
 

 
(Continued) 

 
15. 

NOTE 5 - FIDUCIARY FUND 
 
The Utility's pension trust fund, with the RP&L Pension Committee as the named fiduciary, is presented as 
a fiduciary fund.  The pension plan is not audited separately.  Information regarding the pension plan is 
included in Note 6.  Additional information follows: 
 
Basis of Accounting and Presentation: The financial statements are prepared using the accrual basis of 
accounting. Contributions from the employees and the Utility are recognized as revenue in the period in 
which employees provide service and expenses are recorded when incurred regardless of when payment 
is made. Benefit payments are recognized when due and payable in accordance with the terms of the Plan.  
 
Fair Value of Investments: Investments are presented at fair value or estimated fair value. Securities 
represent holdings of non-registered separate accounts managed by the Principal Life Insurance Company 
and are reported at net asset value (NAV) per share derived from the fair value of underlying account 
holdings. 
 
Investment Policy:  The Plan's investment policy permits the RP&L Pension Committee to select one or 
more customized investment portfolios and retain an investment manager to manage assets of each such 
portfolio as follows:  
 

 Stable value portfolio primarily comprised of short-term, high quality debt securities, including 
money market funds. 

 Domestic fixed income portfolio primarily composed of debt securities issued by the U.S. 
government, U.S. government sponsored/related agencies, and U.S. domiciled corporations. 

 International fixed income holdings of debt securities issued by foreign government, foreign 
government sponsored/related agencies, and foreign corporations. 

 Real estate portfolio consisting of owned real estate investment options including real estate 
investment trusts of all types and other commingled real estate equity investment options. 

 Domestic stock portfolio composed primarily of the common stocks of U.S. domiciled corporations. 
 
Investment Rate Risk:   The effective duration is shown in years. 

 

Fixed Income Investment Options Effective Duration 
General Account at contract value 5.19 
Core Plus Bond I Separate Account 0.00 
Principal High Yield I Separate Account 4.30 
Principal Bond Market Index Separate Account 5.43  

 
U.S. Property Separate Account is subject to investment and liquidity risk and other risks inherent in real 
estate such as those associated with general and local economic conditions.  Therefore, an effective 
duration is not calculated. 
 
Credit Risk:  Separate accounts held at The Principal Financial Group are commingled pools, rather than 
individual securities.  As a result, these accounts are not rated.  Accounts held at The Principal Financial 
Group are not subject to concentration of credit risk, custodial credit risk or foreign currency risk. 
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16. 

NOTE 5 - FIDUCIARY FUND (Continued) 
 
Concentration of Credit Risk:  All Plan assets are separate accounts held at The Principal Financial Group.  
The Plan's policy limits the concentration of credit risk as follows:  
 

 No more than 5% of the total should be invested in stable value funds. 
 No more than 10% of the total should be invested in international or foreign fixed income funds. 
 No more than 15% of the total should be invested in real estate funds. 
 No more than 10% of the total should be invested in small and mid-cap equity funds. 
 No more than 40%, nor less than 10%, of the total should be invested in large cap equity funds. 
 No more than 80%, nor less than 50%, of the total should be invested in domestic fixed income 

funds. 
 
The Principal Financial Group separate accounts representing in excess of 5% of the total portfolio were 
as follows in 2016: 
 

Investment Options % of Plan Assets 
Core Plus Bond I Separate Account 37.2%  
General Account at contract value 12.5  
Principal Large Cap Growth I Separate Account 8.1  
Principal Overseas Separate Account 6.6  
Principal High Yield I Separate Account 6.0 
U.S. Property Separate Account 5.7  
Principal Bond Market Index Separate Account 5.5  
 

 
NOTE 6 - PENSION PLAN 
 
Defined Benefit Pension Plan:  The Utility contributes to the Richmond Power and Light Employees' 
Pension, which is a single-employer defined benefit plan.  With the approval of the Utility's fiscal body, the 
plan is administered by the Principal Financial Group as authorized by state statue (Indiana Code 8-1.5-3-
7) for full-time Utility employees.  The Plan provides dependent pensions, life insurance, and disability 
benefits to plan members and beneficiaries.  The Trustee issues a publicly available financial report that 
includes financial statements and required supplementary information of the Plan.  The report may be 
obtained by writing Richmond Power and Light, 2000 South U.S. Highway 27, Richmond, IN 47374. 
 
Benefits Provided:  Plan participants who retire at or after age 65 (or at age 55 with reduced benefits) are 
entitled to an annual retirement benefit payable monthly for life, in an amount based upon compensation 
and credited service. Employees who retire at age 65 (or active employees who die either before or after 
attaining age 55 with reduced death benefits) are entitled to death benefits payable to a designated 
beneficiary or spouse upon death of the retiree.  
 
Employees Covered by Benefit Terms:  The Plan is closed to new entrants effective September 1, 2013. 
Previously, all full-time employees were eligible to participate in the plan after sixty days of service.   
 
At August 31, 2016, the following employees were covered by the benefit terms: 
 

 Active plan members  97 
 Inactive plan members entitled to but not yet receiving benefits  46 
 Disabled plan members entitled to benefits  - 
 Retired plan members or beneficiaries currently receiving benefits  112 
  Total  255 
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17. 

NOTE 6 - PENSION PLAN (Continued) 
 
Contributions: The basis for determining contributions is an actuarially determined rate that is calculated 
each year in the plan’s Actuarial Valuation Report. The actuarially determined contribution rate is the 
estimated amount necessary to finance the costs of benefits earned by plan members during the year, with 
additional amounts to finance any unfunded accrued liability and plan administrative expenses.  In 
accordance with the plan’s governing document, employees may be required to contribute to the plan.  
Employees are currently required to contribution 4.00% of salary.   The Utility’s funding policy is 11% of 
salary, which is assumed throughout the projection period. 
 
Net Pension Liability: The Utility’s net pension liability was measured as of August 31, 2016, and the total 
pension liability used to calculate the net pension liability was determined by an actuarial valuation as of 
August 31, 2016.  At August 31, 2016, the Plan’s fiduciary net position, or fair value of Plan assets was 
$47,431,084, compared to a total pension liability of $66,155,980, resulting in a net pension liability of 
$18,724,896.   
 
Actuarial Assumptions:  The total pension liability in the August 31, 2016 actuarial valuation was determined 
using the following actuarial assumptions, applied to all periods included in the measurement: 
 
Measurement date:    August 31, 2016 
Valuation date:     August 31, 2016 
Actuarial cost method:     Entry age method  
Asset valuation method:    Market value of assets on measurement date  
Long-term rate of return on assets:   6.00% 
Interest rate for employee accumulations:  5.00% 
Salary increase assumption:  S5 Table from The Actuary’s Pension Handbook + 1.00% 

at each age 
Inflation:      2.25% increase per year 
Retirement Cost of Living Adjustment:   2.00% 
Retirement age assumption:  Inactive participants are assumed to retire at the earlier of 

age 60 with 10 years of service or age 65.  
Mortality rates: RP-2006 (baseline table from SOA RP-2014 study based 

on experience data for private pension plans) 
Plan changes:      None 
 
There were no changes in actuarial assumptions or plan pensions for the year.   
 
Investments:  The long-term expected rate of return of 6.00% on pension plan investments was determined 
using the expected long-term return on plan assets as a weighted average rate based on the target asset 
allocation of the plan and the Long-Term Capital Market Assumptions (CMA) 2014.  The capital market 
assumptions were developed with a primary focus on forward-looking valuation models and market 
indicators.  The key fundamental economic inputs for these models are future inflation, economic growth, 
and interest rate environment.  Due to the long-term nature of the pension obligations, the investment 
horizon for the CMA 2014 is 20-30 years.  In addition to forward-looking models, historical analysis of 
market data and trends was reflected, as well as the outlook of recognized economists, organization and 
consensus CMA from other credible studies. 
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18. 

NOTE 6 - PENSION PLAN (Continued) 

 
 
The money-weighted rate of return is calculated as a rate of return on pension plan investments 
incorporating the actual timing and amount of cash flows.  This return is calculated net of investments 
expenses.  The annual money weighted rate of return was 5.84%. 
 
Pension Plan Fiduciary Net Position: Detailed information about the pension plan’s fiduciary net position at 
August 31, 2016 is below:  
 
 Large U.S. equity    $ 9,387,505 
 Small/Mid U.S equity     1,703,071 
 International equity     3,627,876 
 Balanced/asset allocation     939,249 
 Fixed income     31,773,383 
 
     $ 47,431,084 
 
Discount Rate:  The discount rate used to measure the end of period total pension liability was 4.82%.  The 
Plan’s fiduciary net position and benefit payments were projected to determine the plan’s fiduciary net 
position was greater than or equal to the expected benefit payments for each period from 2016 to 2042.  
Benefit payments after 2105 are projected to be $0.  
 
The long-term rate of return of 6.00% is used to calculate the actuarial present value of projected payments 
for each future period when the projected fiduciary net position is greater than the projected expected 
benefit payments.  Otherwise, a municipal bond rate of 3.60% is used.  The municipal bond rate is from 
Barclays Municipal GO Long Term (17+Y) Index, which includes 20-year, tax-exempt general obligation 
municipal bonds with an average rating of AA/Aa or higher securities, as of the August 31, 2016 and 2015 
measurement date.  The discount is a single rate that incorporates the long-term rate of return and municipal 
bond rate as described. 
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19. 

NOTE 6 - PENSION PLAN (Continued) 
 
Changes in Net Pension Liability: 

 
Sensitivity of the Net Pension Liability to Changes in the Discount Rate: The following presents the net 
pension liability, calculated using the discount rate of 5.15 percent, as well as what the net pension liability 
would be if it were calculated using a discount rate that is 1-percentage-point lower (3.82 percent) or 1-
percentage-point higher (5.82 percent) than the current rate:  
 

 
Pension Expense and Deferred Outflows of Resources and Deferred Inflows of Resources Related to 
Pension: For the years ended December 31, 2016, the Utility recognized pension expense of $3,246,681.  
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20. 

NOTE 6 - PENSION PLAN (Continued) 
 
At December 31, 2016, the Utility reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources: 
 

 
Employer contributions made after the measurement date reduce net pension liability in the subsequent 
year.  Other amounts reported as deferred outflows of resources and deferred inflows of resources related 
to pensions will be recognized in pension expense as follows: 
 

 
 

Payable to the Pension Plan: The Utility had no contributions payable to the pension plan for the years 
ended December 31, 2016. 
 
 
NOTE 7 - DEFINED CONTRIBUTION RETIREMENT PLAN 
 
Effective January 1, 2015, the Utility sponsors the Richmond Power & Light 401(a) Plan, a defined 
contribution retirement plan covering all employees hired after October 1, 2013 and having attained age 18 
and 2 months of service.  The Utility shall make contributions to the plan based on the collectively bargained 
agreement and in lieu of contributions made by employees, the Utility contributes an amount equal to 3% 
of eligible employee compensation.  The Utility’s contribution was $38,379 for the year ended December 31, 
2016. 
 

Deferred Outflows 
of Resources

Deferred Inflows 
of Resources

491,381$               (886,854)$              

3,454,121              -                               

1,036,015              -                               

226,806                  

5,208,323$            (886,854)$              

Differences between expected and actual 
experience

Changes of assumptions

Net difference between projected and actual 
earnings on pension plan investments

Total

Employer contributions made after 
measurement date
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21. 

NOTE 8 - TELECOMMUNICATION DEPARTMENT OF RICHMOND POWER AND LIGHT 
 
On February 23, 2001, Richmond Power and Light loaned $2,700,000 to its newly created 
Telecommunications Department to commence operations.  The Department was formed to provide high-
speed telecommunication services to Wayne County.  The Department maintains separate accounting 
records for its operations in accordance with requirements of the Indiana Utility Regulatory Commission to 
demonstrate that the Utility does not subsidize the operation of the Telecommunication Department. 
 
On April 18, 2001, the Richmond Power and Light's Telecommunication Department acquired the assets 
and customer accounts of a local area internet service provider and started providing internet service under 
the name Parallax Systems. 
 
The financial position, results of operations and changes in cash flows of the Telecommunication 
Department are included in the financial statements of the Richmond Power and Light as of and for the 
year ended December 31, 2016.  Interdepartmental transactions between the Richmond Power and Light 
and its Telecommunication Department are eliminated for financial statement purposes. 
 
The following are excerpts from the Richmond Power and Light's Telecommunication Department as of and 
for the year ended December 31, 2016:  
 
 Operating revenues   $ 1,184,012  
 Operating expenses    1,142,671  
 Change in net position    41,341  
 Depreciation and amortization    132,666  
 Total assets    1,594,072  
 Total liabilities    3,182,583  
 Net position    (1,588,511)  
 
 
NOTE 9 - LEASE ARRANGEMENT 
 
On May 30, 2014, Richmond Power and Light (RP&L) entered into an agreement with the Indiana Municipal 
Power Association (IMPA) to turn over operation of the Whitewater Valley Generating Station (WWVS) to 
the IMPA organization.  Under the agreement, IMPA is responsible for all operational costs of the generating 
station, has agreed to operate and make certain investments in the generation station, and is required to 
pay a monthly lease payment of $500 which is deducted from the monthly Purchased Power invoice sent 
to the RP&L.  All of the output of the station goes to IMPA.  The employees of the generation station were 
terminated from the Utility, and have become IMPA employees.  The agreement cannot be terminated 
before December 31, 2016, and requires at least a (1) year termination notice.  The assets of the station 
remain the property of the RP&L.  The complete agreement in detail is presented in the "IMPA-RPL 
Capacity Purchase Agreement Closing" document certified by the Clerk of the City of Richmond under 
Resolution No. 4-2014.
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22. 

 
 

Note: This schedule is presented to illustrate the requirement to show information for 10 years. However, 
until a full 10-year trend is compiled, the Utility is presenting information for those years for which information 
is available.

Plan year ended     
August 31, 2016

Plan year ended 
August 31, 2015

Total pension liability

Service cost  $                         926,990  $                855,582 
Interest                          3,225,464                 2,938,112 
Benefit payments                         (2,312,981)               (2,503,109)
Differences between expected and actual experience                         (1,257,923)                 1,113,383 
Changes of assumptions                          2,668,037                 3,564,400 
Changes in benefit terms                                           -                                  - 
Net change in total pension liability                          3,249,587                 5,968,368 
Total pension liability—beginning                        62,906,393              56,938,025 
Total pension liability—ending (a)  $                    66,155,980  $          62,906,393 

  

Plan fiduciary net position 

Employee contributions  $                         248,478  $                275,012 
Employer contributions                              683,315                    919,078 
Other contributions                                           -                                  - 
Net investment income                          2,651,588                    997,987 
Benefit payments                         (2,312,981)               (2,503,109)
Administrative expense                                 (3,800)                          (320)
Net change in plan fiduciary net position                          1,266,600                  (311,352)

Plan fiduciary net position—beginning                        46,164,484              46,475,836 
Plan fiduciary net position—ending (b)  $                    47,431,084  $          46,164,484 

Net pension liability—ending (a) – (b)  $                    18,724,896  $          16,741,909 

Plan fiduciary net position as a percentage of the total 
pension liability 71.70% 73.39%

Covered-employee payroll  $                      5,770,716  $            6,026,965 

Net pension liability as a percentage of covered-employee 
payroll 324.48% 277.78%
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 August 31, 2016 August 31, 2015 
 
Actuarially required contribution $ 1,305,663 $ 1,354,430 
Contributions in relation to the actuarially required contribution  (683,315)  (919,078) 
 
 Annual contribution deficiency (excess) $ 622,348 $ 435,352 
 
 
Utility’s contributions as a percentage of actuarially 
  required contribution for pension  52.33%  67.86% 
 
Utility’s covered-employee payroll $ 5,770,716  6,026,965 
 
Contributions as a percentage of covered-employee payroll  11.84%  15.25% 
 
 
Note: This schedule is presented to illustrate the requirement to show information for 10 years. However, 
until a full 10-year trend is compiled, the Utility is presenting information for those years for which information 
is available. 
 
Measurement date:    August 31, 2016 
Valuation date:     August 31, 2016 
Actuarial cost method:     Entry age method  
Asset valuation method:    Market value of assets on measurement date  
Long-term rate of return on assets:   6.00% 
Interest rate for employee accumulations:  5.00% 
Salary increase assumption:  S5 Table from The Actuary’s Pension Handbook + 1.00% 

at each age 
Inflation:      2.25% increase per year 
Retirement Cost of Living Adjustment:   2.00% 
Retirement age assumption:  Inactive participants are assumed to retire at the earlier of 

age 60 with 10 years of service or age 65.  
Mortality rates: RP-2006 (baseline table from SOA RP-2014 study based 

on experience data for private pension plans) 
Plan changes:      None
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 December 31,  December 31, 
 2015 2014 
 
Actuarially required contribution $ 1,338,337 $ 1,522,763 
Contributions in relation to the actuarially required contribution  (678,246)  (808,905) 
 
 Annual contribution deficiency (excess) $ 660,091 $ 713,858 
 
 
Utility’s contributions as a percentage of actuarially 
  required contribution for pension  50.68%  53.12% 
 
Utility’s covered-employee payroll $ 5,770,716 $ 6,026,965 
 
Contributions as a percentage of covered-employee payroll  11.75%  13.42% 
 
 
Note: This schedule is presented to illustrate the requirement to show information for 10 years. However, 
until a full 10-year trend is compiled, the Utility is presenting information for those years for which information 
is available.  Information reported above is presented one year in arrears. 
 
Measurement date:    August 31, 2016 
Valuation date:     August 31, 2016 
Actuarial cost method:     Entry age method  
Asset valuation method:    Market value of assets on measurement date  
Long-term rate of return on assets:   6.00% 
Interest rate for employee accumulations:  5.00% 
Salary increase assumption:  S5 Table from The Actuary’s Pension Handbook + 1.00% 

at each age 
Inflation:      2.25% increase per year 
Retirement Cost of Living Adjustment:   2.00% 
Retirement age assumption:  Inactive participants are assumed to retire at the earlier of 

age 60 with 10 years of service or age 65.  
Mortality rates: RP-2006 (baseline table from SOA RP-2014 study based 

on experience data for private pension plans) 
Plan changes:      None
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  Annual 
 Year ending Money-Weighted 
 December 31 Rate of Return 
 
 2016 5.84% 
 2015 2.18% 

 




