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 May 20, 2019 
 
 
Utility Service Board 
Crawfordsville Electric Light and Power 
808 Lafayette Road 
Crawfordsville, IN  47933 
 
 

We have reviewed the audit report of Crawfordsville Electric Light and Power, a department of the 
City of Crawfordsville, which was opined upon by Crowe LLP, Independent Public Accountants, for the 
period January 1, 2018 to December 31, 2018.  Per the Independent Auditor’s Report, the financial 
statements included in the report present fairly the financial condition of Crawfordsville Electric Light and 
Power as of December 31, 2018, and the results of its operations for the period then ended, on the basis 
of accounting described in the report. 
 

In our opinion, Crowe LLP prepared the audit report in accordance with guidelines established by 
the State Board of Accounts. 
 

The 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  
  Crawfordsville Electric 

  Light and Power 
Montgomery County, Indiana 
 

 
Report on the Financial Statements 
 

We have audited the accompanying financial statements of the Crawfordsville Electric Light and Power 
(Utility), a department of the City of Crawfordsville, as of and for the year ended December 31, 2018, 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 an opinion 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 entity’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. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 

audit opinion. 
 



 

 
 

 

3. 

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

position of the business-type activities of the Utility as of December 31, 2018, and the changes in its financial 
position, and its cash flows thereof for the year then ended in accordance with accounting principles  
generally accepted in the United States of America. 

 
Emphasis of Matter 
 

As discussed in Note 1, the financial statements of Crawfordsville Electric Light and Power, a department  
of the City of Crawfordsville (City), are intended to present the financial position, and the changes in financial 
position and cash flows of only that portion of the business-type activities of the City that is attributable to 

the transactions of the Utility. They do not purport to, and do not, present fairly the financial position of the 
City of Crawfordsville as of December 31, 2018, and the changes in its financial position and its cash flows,  
where applicable, for the year then ended in conformity with accounting principles generally accepted in 

the United States of America. 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 management’s  
discussion and analysis on pages 4 through 7, the schedule of the Utility’s proportionate share of the net 
pension liability on page 24 and the schedule of the Utility’s contributions on page 25 be presented to 

supplement the basic financial statements. Such information, although not a part of the basic financial 
statements, is required by 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. 
 
Other Supplementary Information 
 
Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively  
comprise the Utility’s basic financial statements. 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 LLP 
 

Indianapolis, Indiana 
April 30, 2019 
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4. 

This section of the annual financial report presents a discussion and analysis of Crawfordsville Electric Light  

and Power’s (“Utility”) financial performance for the calendar year ended December 31, 2018. This  
discussion only includes the activity of the Utility and does not present information relative to the activities  
and financial performance of the City of Crawfordsville. Please read it in conjunction with the accompanying 

financial statements, which follow this section. 
 
The Utility provides electric utility service in the City of Crawfordsville and its assigned service territory  

outside of the City’s limits and is governed by the Utility Service Board. 
 
 

OVERVIEW OF THE FINANCIAL STATEMENTS 
 
This financial report consists of three parts: management’s discussion and analysis (this section), the basic 

financial statements, and the notes to the financial statements. 
 
The Utility’s financial statements are prepared on an accrual basis in conformity with accounting principles  

generally accepted in the United States of America (GAAP) as applied to government units. Under this 
basis of accounting, revenues are recognized in the period in which they are earned, expenses are 
recognized in the period in which they are incurred, and depreciation of assets is recognized in the 

Statements of Revenues, Expenses, and Changes in Net Position. All assets and liabilities associated with 
the operation of the Utility are included in the Statement of Net Position. 
 

The financial statements provide both long and short-term information about the Utility’s overall financial 
status. The financial statements also include notes that explain some of the information in the financial 
statements and provide more detailed data. 
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5. 

FINANCIAL ANALYSIS 

 
Net Position 
 

At December 31, 2018, the Utility’s total assets were $21.2 million. This represents an increase of 
approximately $0.2 million or 0.8% percent from the prior year. The increase in total assets is a result of 
positive cash flows from operations in the current year and capital asset additions outpacing current year 

depreciation expense. Total liabilities amounted to approximately $6.5 million, a decrease of $0.8 million or 
11.0 percent. The decrease in total liabilities is mainly attributed to a decrease in the net pension liability 
related to the PERF pension plan. Total net position amounted to $14.4 million, an increase of $0.5 million 

or 3.3 percent (See Table 1). 
 

Table 1 

Net Position 
 

 2018 2017 $ Change 

Assets: 
Current assets $ 3,214,877 $ 4,418,133 $ (1,203,256) 
Non-current assets  2,849,597  1,893,312  956,285 

Capital   15,141,679  14,721,066  420,613 
 Total assets  21,206,153  21,032,511  173,642 
 

Deferred outflow of resources  256,216  529,942  (273,726) 
 
Liabilities: 

Current liabilities  4,778,895  4,996,052  (217,157) 
Non-current liabilities  1,731,672  2,357,620  (625,948) 
 Total liabilities  6,510,567  7,353,672  (843,105) 

 
Deferred inflow of resources  517,124  244,856  272,268 
 

Net position: 
Invested in capital assets  15,103,683  14,721,066  382,617 
Restricted  5,325  10,738  (5,413) 

Unrestricted  (674,330)  (767,878)  93,548 
 Total net position $ 14,434,678 $ 13,963,926 $ 470,752 
 

 
 



CRAWFORDSVILLE ELECTRIC LIGHT AND POWER 

A DEPARTMENT OF THE CITY OF CRAWFORDSVILLE 
MONTGOMERY COUNTY, INDIANA 

MANAGEMENT’S DISCUSSION AND ANALYSIS 

Year ended December 31, 2018 
 

 
 

 
 

 

6. 

Changes in Net Position 

 
The primary revenue source is from the sale of electricity to utility customers, which represented 99% of 
2018 revenues. The change in net position of $470,752 for calendar year 2018 was $226,939 more than 

calendar year 2017 due mainly to the lower than expected non-operating expenses during 2018. Operating 
revenues increased approximately $0.36 million over the previous year; however, the operating expenses 
also increased by approximately $0.32 million due mainly to increased demand. The decrease in non-

operating expenses of approximately $0.19 million was due to decreased contract work expenses. 
 

Table 2 
Changes in Net Position 

  

  2018 2017 $ Change 
 
Operating revenues $ 36,537,532 $ 36,179,556 $ 357,976 

Operating expenses  35,710,933  35,385,906  325,027 
 Operating income  826,599  793,650  32,949 
 

Non-operating revenues (expenses):  (355,847)  (549,837)  193,990 
 
Change in net position  470,752  243,813  226,939 

 
Net position, beginning of year   13,963,926  13,720,113  243,813 
 

Total net position, end of year $ 14,434,678 $ 13,963,926 $ 470,752 

 

 
 
SIGNIFICANT CAPITAL ASSET ADDITIONS 

 
During 2018, the Utility had capital asset additions of approximately $1.5 million.  These additions were 
primarily meters, overhead conductors, and line transformers. Please review the notes to the financial 

statements for further information. 
 
 

COMPANY DEBT 
 
The Utility did not issue any new debt in 2018 or 2017. Please review the notes to the financial statements. 

 
 
  



CRAWFORDSVILLE ELECTRIC LIGHT AND POWER 

A DEPARTMENT OF THE CITY OF CRAWFORDSVILLE 
MONTGOMERY COUNTY, INDIANA 

MANAGEMENT’S DISCUSSION AND ANALYSIS 

Year ended December 31, 2018 
 

 
 

 
 

 

7. 

CURRENTLY KNOWN FACTS 

 
Other than the uncertainty of general economic indicators on the Utility and its customers, there are no 
significant facts, decisions or conditions that are expected that management believes will have a significant  

impact on the financial position or results of operations. 
 
This financial report was designed to provide our stakeholders, patrons, and other interested parties with a 

general overview of the Utility’s finances and to demonstrate the Utility’s accountability for the money it 
receives. If you have any questions about this report or need additional financial information, contact the 
Utility at (765) 362-1900.
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8. 

STATEMENT OF NET POSITION 
December 31, 2018 

 

 
 
ASSETS 
Current assets 
 Cash and cash equivalents  $ 1,921,300 
 Investments   30,000 
 Customers receivable (net of allowance)  769,663 
 Other accounts receivable  124,279 
 Plant material and operating supplies  265,554 
 Prepaid expense  104,081 
  Total current assets   3,214,877 
 
Noncurrent assets 
 Cash and cash equivalents – designated  2,556,371 
 Cash and cash equivalents - restricted  293,226 
      2,849,597 
 Capital assets 
  Capital assets, not being depreciated  760,022 
  Capital assets, being depreciated  45,101,013 
  Less accumulated depreciation  (30,719,356) 
   Total capital assets  15,141,679 
 
   Total noncurrent assets  17,991,276 
 
DEFERRED OUTFLOWS OF RESOURCES 
 Pension   256,216 
 
   Total assets and deferred outflow of resources $ 21,462,369 
 
LIABILITIES 
Current liabilities: 
 Accounts payable – purchased power $ 4,267,460 
 Other accounts payable and accrued expenses  23,259 
 Lease payable  37,996 
 Accrued payroll and pension  68,215 
 State sales taxes payable  94,064 
 Customers meter deposits payable  287,901 
  Total current liabilities  4,778,895 
 
Noncurrent liabilities: 
 Net pension liability - PERF  1,731,672 
 
  Total liabilities  6,510,567 
 
DEFERRED INFLOWS OF RESOURCES 
 Pension    517,124 
 
NET POSITION 
Net investment in capital assets  15,103,683 
Restricted for other purposes – customer deposits  5,325 
Unrestricted    (674,330) 
 Total net position  14,434,678 
 
  Total liabilities, deferred inflow of resources, and net position $ 21,462,369 
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9. 

STATEMENT OF REVENUES, EXPENSES AND CHANGE IN NET POSITION 

Year ended December 31, 2018 
 

 

 
Operating revenues: 
 Residential sales $ 9,584,103 

 Commercial and industrial sales  26,094,064 
 Outdoor and street lighting sales  359,681 
 Sales to other authorities  156,437 

 Other operating revenue  343,247 
  Total operating revenues  36,537,532 
 

Operating expenses: 
 Purchased power  28,589,996 
 Transmission and distribution  1,747,816 

 Administration and general  2,532,971 
 Customer accounts expenses  1,035,388 
 Utility receipts tax  507,500 

 Other taxes   198,950 
 Depreciation expense  1,098,312 
  Total operating expenses  35,710,933 

 
Operating income  826,599 
 

Nonoperating revenues (expenses): 
 Interest income and miscellaneous revenue  32,340 
 Revenue from contract work  75,696 

 Cost of contract work  (26,560) 
 Loss on disposal of assets  (12,323) 
 Payment to City in lieu of taxes  (425,000) 

   Total nonoperating revenues (expenses)  (355,847) 
 
Change in net position  470,752 

 
Net position – January 1  13,963,926 
 

Net position – December 31 $ 14,434,678 
 



CRAWFORDSVILLE ELECTRIC LIGHT AND POWER 

A DEPARTMENT OF THE CITY OF CRAWFORDSVILLE 
MONTGOMERY COUNTY, INDIANA 

 
See accompanying notes to financial statements. 

 

10. 

STATEMENT OF CASH FLOW 

Year ended December 31, 2018 
 

 
 
Cash flows from operating activities 

 Receipts from customers and users $ 37,125,633 
 Payments to employees, suppliers and contractors  (35,213,330) 
  Net cash provided by operating activities  1,912,303 

 
Cash flows from capital and related financing activities 
 Acquisition and construction of capital assets  (1,480,929) 

Payment in lieu of taxes   (425,000) 
 Miscellaneous income  49,369 
  Net cash used by capital and related financing activities  (1,856,560) 

 
Cash flows from investing activities 
 Interest received  11,661 

  Net cash provided by investing activities  11,661 
 
Net change in cash and cash equivalents  67,404 

 
Cash and cash equivalents, January 1  4,703,493 
 

Cash and cash equivalents, December 31 $ 4,770,897 
 
Identification of cash and cash equivalents on statement of net position: 

 Current assets – unrestricted $ 1,921,300 
 Noncurrent assets - designated  2,556,371 
 Noncurrent assets - restricted  293,226 

 

Total cash and cash equivalents, December 31 $ 4,770,897 

 

Reconciliation of operating income to net cash 
  provided by operating activities: 

 Operating income $ 826,599 
 Adjustments to reconcile operating loss to 
   net cash provided by operating activities: 

  Depreciation expense  1,098,312 
  Bad debt expense  180,000 
  Change in assets and deferred outflows: 

   Customer receivables, net  (14,523) 
   Miscellaneous receivables, net  67,090 
   Prepaid expense and other receivables  49,202 

   Fuel and materials inventory  32,606 
   Deferred outflows of resources  273,726 
  Change in liabilities and deferred inflows: 

   Accounts payable and accrued expense  (265,927) 
   Accrued payroll and pension  28,739 
   Net pension liability  (625,948) 

   Deferred inflows of resources  272,268 
   Other payables  (9,841) 
 

Net cash provided by operating activities $ 1,912,303 
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11. 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

 
Reporting Entity:  Crawfordsville Electric Light and Power (“Utility”) was established by the City of 
Crawfordsville (City) under the laws of the State of Indiana. The Utility provides all power and energy 

requirements to approximately 10,000 customers in and around the City from a long-term purchase power 
agreement with the Indiana Municipal Power Agency. Governance of the Utility has been delegated to the 
Utility Service Board. However, the City Council maintains authority over rates and the issuance of debt. The 

Utility also remains under the jurisdiction of the Indiana Utility Regulatory Commission for the setting of rates, 
issuance of debt and other matters. 
 

The financial statements reflect only the activity of the Utility and are not intended to present fairly the position 
of the 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. 

 
Measurement Focus, Basis of Accounting and Financial Reporting:  The Governmental Accounting Standards 
Board (GASB) is the accepted standard-setting body for establishing governmental accounting and financial 

reporting principles. The accounting policies of the Utility conform to accounting principles generally accepted 
in the United States of America as applicable to governments. The proprietary fund financial statements are 
reported using the economic resources measurement focus and the accrual basis of accounting. Revenues 

are recorded when earned and expenses are recorded when a liability is incurred, regardless of the timing of 
the related cash flows.  
 

The Utility’s accounts are organized into a single proprietary fund. The Utility’s operations are financed and 
operated in a manner similar to private business enterprises. The intent of the governing body is that the 
costs of providing services on a continuing basis be financed and recovered primarily through user charges.  

Operating revenues and expenses are distinguished from non-operating items. Operating revenues and 
expenses generally result from providing services or leasing property. Operating expenses include the cost 
of providing services, administrative services, and depreciation on capital assets. All revenues and expenses 

not meeting this definition are reported as non-operating revenues and expenses. 
 
Use of Estimates in Preparation of Financial Statements:  The preparation of financial statements in 

conformity with accounting principles generally accepted in the United States of America requires  
management to make estimates and assumptions that affect the reported amounts of assets, deferred 
outflows of resources, liabilities and deferred inflow of resources at the date of the financial statements and 

the reported amount of revenues and expenses during the reporting period. Actual results could differ from 
those estimates. 
 

Cash Equivalents:  Cash equivalents consist of short-term, liquid investments which are readily convertible 
into cash or which have an original maturity of three months or less. 
 

Plant Materials and Operating Supplies:  The Utility’s inventory is comprised of operating supplies. Inventory  
is carried primarily on a historical weighted average cost basis. 
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12. 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

 
Prepaid Expenses:  Certain payments to vendors reflect costs applicable to future accounting periods and 
are recorded as prepaid expenses. 

 
Allowance for Uncollectible Accounts Receivable:  The allowance for uncollectible accounts is determined by 
management based upon historical losses, specific circumstances and general economic conditions. 

Periodically, management reviews accounts receivable and records an allowance based on current  
circumstances, and charges off the receivable against the allowance when all attempts to collect the 
receivable are deemed to have failed in accordance with the collection policy. The Utility’s policy is to write 

off customer accounts when any of the following has occurred: 1.) When after pursuit of all legal collection 
action has been completed and no contact is made, 2.) Bankruptcy proceedings have been finalized, 3.) the 
debtor has deceased. 

 
The allowance for uncollectible accounts was $357,837 at December 31, 2018. Bad debt expense was 
$180,000 for the year ended December 31, 2018. 

 
Capital Assets:  Capital assets are stated at cost or fair market value at date of gift, if donated. The Utility 
capitalizes additions and improvements that have a value over $5,000 and a useful life beyond one year. 

Depreciation is charged as an operating expense using the straight-line method over the estimated useful 
lives of the respective assets. Estimated useful lives used in computing depreciation on capital assets as 
follows: 

 Years 
 Computer hardware and software 5 
 Office furniture and equipment 5 - 20 

 Vehicles 5 - 10 
 Buildings and building components 20 - 50 
 Conductors and transformers  50 - 60 

 Wood and metal street poles  40 - 50 
 Traffic signals 25 
 

Net Pension Liability:  The Utility has recorded a net pension liability reflecting their proportionate share of 
the difference between the total pension liabilities and the fiduciary net positions of the Indiana Public 
Retirement System (INPRS) PERF Plan. For purposes of measuring the net pension liability, deferred 

outflows and inflows of resources related to pensions, and pension expense, information about the fiduciary  
net position of INPRS PERF Plan and additions to/deductions from the INPRS PERF Plan fiduciary net 
position have been determined on the same basis as they are reported by the INPRS system. For this 

purpose, benefit payments (including refunds of employee contributions) are recognized when due and 
payable in accordance with the benefit terms. Investments are reported at fair value. 
 

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’s activities are related to recognition of changes 
in its defined benefit plan’s net pension liability that will be amortized in future periods. 
 

Net Position:  Net position is the difference between assets and deferred outflows of resources and liabilities 
and deferred inflows of resources in the statements of net position. Net position is reported as restricted when 
there are legal limitations imposed on their use by laws or regulations of other governments or external 

restrictions by creditors or grantors.  
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13. 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

 
Restricted Net Position:  The financial statements report $5,325 of restricted net position, which is all restricted 
by enabling legislation. 

 
Net Investment in Capital Assets:  This consists of capital assets, net of accumulated depreciation, less 
outstanding balances of any bonds, notes or other borrowings that are attributable to the acquisition, 

construction or improvement of those assets. 
 
Restricted Asset Spending Policy:  Restricted assets are released from restriction by incurring expenses 

satisfying the restricted purpose or by occurrence of other events. When expenditures are eligible to be paid 
from either restricted or unrestricted resources, it is the policy to apply restricted resources first, then 
unrestricted resources as needed. 

 
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 in 

2016. 
 
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. 
 

Capacity Payments and Purchased Power:  In conformity with generally accepted accounting practices and 
the power sales contract between the Utility and IMPA, sales of the Utility’s generation is reflected as 
wholesale sales of electricity and not as a credit to purchased power expense. 

 
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. 

 
New Accounting Pronouncements:  As of December 31, 2018, the GASB has issued the following statements, 
which were required to be implemented by the Utility during the current year: 

 
 Statement No. 75, Accounting and Financial Reporting for Postemployment Benefits Other Than 

Pensions. The objective of this Statement is to improve accounting and financial reporting by state and 
local governments for postemployment benefits other than pensions (other postemployment benefits or 

OPEB). It also improves information provided by state and local governmental employers about financial 
support for OPEB that is provided by other entities. 
 

 GASB Statement No. 85, Omnibus 2017. The objective of this Statement is to address practice issues 
that have been identified during the implementation and application of certain GASB Statements. This  
Statement addresses a variety of topics including issues related to blending component units, goodwill ,  

fair value measurement and application, and postemployment benefits (pensions and other 
postemployment benefits (OPEB).  
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14. 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

 
 GASB Statement No. 86, Certain Debt Extinguishment Issues. The objective of this Statement is to 

improve consistency in accounting and financial reporting for in-substance defeasance of debt by 

providing guidance for transactions in which cash and other monetary assets acquired with only existing 
resources—resources other than the proceeds of refunding debt—are placed in an irrevocable trust for 
the sole purpose of extinguishing debt. This Statement also improves accounting and financial reporting 

for prepaid insurance on debt that is extinguished and notes to financial statements for debt that is 
defeased in substance. 

 
The adoption of these statements had no effect on the Utility’s net position and changes therein. 
 

 
NOTE 2 - DEPOSITS AND INVESTMENTS 
 

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. At December 31, 2018, the Utility had bank 
balances in the amount of $4,813,983. 

 
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. 

 
Cash deposits and investments are governed by Indiana State statutes. At December 31, 2018, cash and 
cash equivalents include money market deposits. The carrying amount of cash, cash equivalents, and 

demand deposits approximates fair value due the short maturity of the deposits. 
 
  2018  

  Cost Fair Value 
Cash and cash equivalents 
 Unrestricted – general fund $ 1,921,299 $ 1,921,299 

 Unrestricted – designated: 
   Depreciation fund  2,543,030  2,543,030 
   Flexible benefits  13,341  13,341 

 Restricted:     
   Meter deposits  293,226  293,226 
 

  Total cash and cash equivalents $ 4,770,897 $ 4,770,897 

 
Investments:  At December 31, 2018, the Utility has deposits in a money market account at Tri County Bank 

and Trust and owns a non-negotiable certificate of deposit with Tri County Bank with a balance of $30,000.  
The certificate of deposits has a maturity date of June 24, 2019. 
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15. 

NOTE 3 - CAPITAL ASSETS 

 
Capital Assets:  Capital asset activity for the year ended December 31, 2018, was as follows: 
 

  Balance   Balance 
Description Jan. 1, 2018 Increases Decreases Dec. 31, 2018 
Balance 

Capital assets, not being depreciated 
 Land  $ 387,881 $ 1,800 $ - $ 389,681 
 Intangible property  183,715  -  -  183,715 

 Construction in progress  925,690  990,147  (1,729,211)  186,626 
  Total capital assets not 
    being depreciated  1,497,286  991,947  (1,729,211)  760,022 

 
Capital assets, being depreciated 
 Buildings  3,902,006  90,955  -  3,992,961 

 Machinery and equipment  38,953,799  2,262,272  (108,019)  41,108,052 
  Totals  42,855,805  2,353,227  (108,019)  45,101,013 
 

Less accumulated depreciation for: 
 Buildings  1,300,926  59,218  -  1,360,144
 Machinery and equipment  28,331,099  1,039,094  (10,981)  29,359,212

  Total  29,632,025  1,098,312  (10,981)  30,719,356 
 
Total capital assets, net $ 14,721,066 $ 2,246,862 $ (1,826,249) $ 15,141,679 

 
The construction in progress balance at December 31, 2018 includes projects with Utility personnel and 
outside contractors. 

 
NOTE 4 - 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. 

 
During 1990, the Utility joined with other governmental entities to form the Indiana Public Employers’ Plan, 
Inc., a public entity risk pool currently operating as a common risk management and insurance program for 

over 1,200 member governmental entities. The purpose of the risk pool is to provide a medium for the funding 
and administration of job related illnesses or injuries to employees. The Utility pays an annual premium to the 
risk pool for its job related illnesses or injuries to employees’ coverage. The risk pool is considered a self-

sustaining risk pool that will provide coverage for its members for up to $1,000,000 per insured event. 
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16. 

NOTE 5 - PENSION PLAN - PUBLIC EMPLOYEE’S RETIREMENT FUND (PERF) 

 
Plan Description: The Utility is reported under the submission unit of the City of Crawfordsville, which 
contributes to the Public Employees Retirement Fund (PERF) on behalf of the Utility. The Utility’s proportionate 

share of the City’s PERF contributions was approximately 51% and was based on the Utility’s PERF 
contributions as a proportion of total City PERF contributions. PERF is a cost-sharing, multiple-employer 
defined benefit plan based on based on IC 5-10.2, IC 5-10.3, and 35 IAC 1.2. PERF provides retirement,  

disability, and survivor benefits to full-time employees of the State of Indiana not covered by another plan and 
those political subdivisions that elect to participate in the retirement fund. Political subdivisions mean a county, 
city, town, township, political body corporate, public school corporation, public library, public utility of a county, 

city, town, township, and any department of, or associated with, a county, city, town, or township, which 
department receives revenue independently of, or in addition to, funds obtained from taxation.  
 

New employees hired by the State or a participating political subdivision have a one-time election to join either 
the Public Employees’ Hybrid Plan (PERF Hybrid) or the My Choice: Retirement Savings Plan for Public 
Employees (My Choice). A new hire that is an existing member of PERF Hybrid and was not given the option 

for My Choice is given the option to elect My Choice or remain in PERF Hybrid. PERF Hybrid consists of two 
components: PERF DB, the employer-funded monthly-defined benefit component, and the Public Employees’ 
Hybrid Members Defined Contribution Account, the defined contribution component. 

 
The PERF Hybrid Plan was established by the Indiana Legislature in 1945 and governed by the INPRS Board 
of Trustees in accordance with Indiana Code (IC) 5-10.2, IC 5-10.3 and IC 5-10.5. There are two aspects to 

the PERF Hybrid defined benefit structure. The first portion is the monthly-defined benefit pension that is 
funded by the employer. The second portion of the PERF Hybrid benefit structure is the annuity savings 
account (ASA) that supplements the defined benefit at retirement. 

 
Retirement Savings Plan for Public Employees (My Choice) was formerly known as the PERF ASA Only Plan.  
My Choice was established by the Indiana Legislature in 2013 and is governed by the INPRS Board of 

Trustees in accordance with IC 5-10.3-12 and IC 5-10.5.  This plan is funded by an employer and a member 
for the use of the member, or the member’s beneficiaries or survivors, after the member’s retirement.  My 
Choice members are full-time employees of the State (as defined in IC 5-10.3-7-1(d)), or a political subdivision 

who elected to participate in My Choice, and who are in a position eligible for membership in the PERF Hybrid  
Plan and who elect to become members of My Choice. Any government agency that pays employees through 
the Auditor of the State is a mandatory participant in My Choice and must offer eligible employees My Choice 

option.  Quasi-government agencies and State educational institutions may choose to offer My Choice as an 
option to their employees.   
 

Effective January 1, 2018, funds previously known as annuity savings accounts (ASA) (which had been 
reported within defined benefit funds) were recategorized as defined contribution funds based on Internal 
Revenue Service Private Letter Rulings PLR-193-2016 and PLR-110249-18. Defined contribution member 

balances previously reported within PERF defined benefit fund totals were transferred to the appropriate 
defined contribution fund as of January 1, 2018. 
 

Financial report: INPRS issues a publicly available stand-alone financial report that includes financial 
statements and required supplementary information for the plan as a whole. This report may be obtained by 
writing the Indiana Public Retirement System, One North Capitol, Suite 001, Indianapolis, IN 46204, by calling 

(888) 526-1687, by emailing questions@inprs.in.gov, or by visiting www.in.gov/inprs. 
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17. 

NOTE 5 - PENSION PLAN - PUBLIC EMPLOYEE’S RETIREMENT FUND (PERF) (Continued) 

 
Retirement Benefits – Defined Benefit Pension: The PERF Hybrid Plan retirement benefit consists of the sum 
of a defined pension benefit provided by employer contributions plus the amount credited to the member’s  

annuity savings account (ASA). Pension benefits (non ASA) vest after 10 years of creditable service. The 
vesting period is eight years for certain elected officials. Members are immediately vested in their ASA.  At 
retirement, a member may choose to receive a lump sum payment of the amount credited to the member’s  

ASA, receive the amount as an annuity, or leave the contributions invested with INPRS. Vested PERF 
members leaving a covered position, who wait 30 days after termination, may withdraw their ASA and will not 
forfeit creditable service or a full retirement benefit. However, if a member is eligible for a full retirement at the 

time of the withdrawal request, he/she will have to begin drawing his/her pension benefit in order to withdraw 
the ASA. 
 

A non-vested member who terminates employment prior to retirement may withdraw his/her ASA after 30 days, 
but by doing so, forfeits his/her creditable service.  A member who returns to covered service and works no 
less than six (6) months in a covered position may reclaim his/her forfeited creditable service. 
 

A member who has reached age 65 and has at least 10 years of creditable service is eligible for normal 
retirement and, as such, is entitled to 100 percent of the pension benefit component. This annual pension 

benefit is equal to 1.1 percent times the average annual compensation times the number of years of creditable 
service. The average annual compensation in this calculation uses the highest 20 calendar quarters of salary 
in a covered position. All 20 calendar quarters do not need to be continuous, but they must be in groups of four 

consecutive calendar quarters. The same calendar quarter may not be included in two different groups.  For 
PERF members who serve as an elected official, the highest one-year (total of four consecutive quarters) of 
annual compensation is used.  Member contributions paid by the employer on behalf of the member and 

severance pay up to $2,000 are included as part of the member’s annual compensation. 
 
A member who has reached age 60 and has at least 15 years of creditable service is eligible for normal 

retirement and, as such, is entitled to 100 percent of the pension benefit. A member who is at least 55 years 
old and whose age plus number of years of creditable service is at least 85 is entitled to 100 percent of the 
benefits as described above.  A member who has reached at least age 50 and has at least 15 years of 

creditable service is eligible for early retirement with a reduced pension. A member retiring early receives a 
percentage of the normal annual pension benefit. The percentage of the pension benefit at retirement remains 
the same for the member’s lifetime. For age 59, the early retirement percentage of the normal annual pension 

benefit is 89 percent.  This amount is reduced five percentage points per year (e.g., age 58 is 84 percent) to 
age 50 being 44 percent. 
 

The monthly pension benefits for members in pay status may be increased periodically as cost of living 
adjustments (COLA). Such increases are not guaranteed by statute, have historically been provided on an 
“ad hoc” basis, and can only be granted by the Indiana General Assembly.  There was no COLA for the years 

ended June 30, 2018; however, eligible members received a one-time check (a.k.a. 13th check) in September 
2017.  The amount of the one-time check ranged from $150 to $450, depending upon a member’s years of 
service, and was for a member who retired or was disabled on or before December 1, 2017, and who was 

entitled to receive a monthly benefit on July 1, 2018. 
 
The PERF Hybrid Plan also provides disability and survivor benefits.  A member who has at least five years 

of creditable service and becomes disabled while in active service, on FMLA leave, receiving workers’ 
compensation benefits, or receiving employer-provided disability insurance benefits may retire for the duration 
of the disability, if the member has qualified for social security disability benefits and has furnished proof of 

the qualification. The disability benefit is calculated the same as that for a normal retirement without reduction 
for early retirement. The minimum benefit is $180 per month, or the actuarial equivalent. 
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NOTE 5 - PENSION PLAN - PUBLIC EMPLOYEE’S RETIREMENT FUND (PERF) (Continued) 

 
Upon the death in service of a member with 15 or more years of creditable service as of January 1, 2007, a 
survivor benefit may be paid to the surviving spouse to whom the member had been married for two or more 

years, or surviving dependent children under the age of 18.  This payment is equal to the benefit that would 
have been payable to a beneficiary if the member had retired at age 50 or at death, whichever is later, under 
an effective election of the joint and survivor option available for retirement benefits. A surviving spouse or 

surviving dependent children are also entitled to a survivor benefit upon the death in service after January 1, 
2007, of a member who was at least 65 years of age and had at least 10 but not more than 14 years of 
creditable service. 

 
Members are required to participate in the ASA. The ASA consists of the member’s contributions, set by 
statute at three (3) percent of compensation as defined by IC 5-10.2-3-2 for PERF, plus the interest/earnings 

or losses credited to the member’s account. The employer may elect to contribute on behalf of the member.  
In addition, under certain conditions, members may elect to make additional voluntary contributions of up to 
10 percent of their compensation into their ASA. A member’s contributions and interest credits belong to the 

member and do not belong to the State or political subdivision. 
 
Investments in the members’ ASA are self-directed, as participants direct the investment of their account 

balances among eight (8) investment options, with varying degrees of risk and return potential. All 
contributions made to a member’s account (member contribution subaccount and employer contribution 
subaccount) are invested as a combined total according to the member’s investment elections. Members may 

direct changes to their investment fund allocations daily and investments are reported at fair value. 
 
Contributions: The State of Indiana is obligated by statute to contribute to the PERF Hybrid Plan or My Choice. 

Any political subdivision that elects to participate in the PERF Hybrid Plan is obligated by statute to contribute 
to the plan. The required contributions are determined by the INPRS Board of Trustees based on actuarial 
investigation and valuation in accordance with IC 5-10.2-2-11.  The funding policy provides for periodic  

employer contributions at actuarially determined rates that, expressed as percentages of annual covered 
payroll, are sufficient to fund the pension benefits when they become due. As PERF is a cost-sharing plan, all 
risks and costs, including benefit costs, are shared proportionately by the participating employers.  During 

2018, participating employers were required to contribute 11.2 percent of covered payroll for members  
employed by the State and Political Subdivisions.    
 

For My Choice, the State was also required to contribute 11.2 percent of covered payroll. In accordance to IC 
5-10.3-12-24, the amount credited from the employer’s contribution rate to the member’s account shall not be 
less that 3 percent and not be greater than the normal cost of the fund which was 3.3 percent for the State for 

the year ended June 30, 2018 and any amount not credited to the member’s account shall be applied to the 
pooled assets of the PERF Hybrid Plan. The political subdivisions were required to contribute a supplemental 
cost of 7.2 percent as of January 1, 2017 and 7.1 percent effective January 1, 2018.  The Utility contributed 

11.2 percent for the 2018 year.   
 
PERF Hybrid Plan and My Choice members contribute three percent of covered payroll to their ASA, which 

is not used to fund the defined benefit pension for the PERF Hybrid Plan.  For the PERF Hybrid Plan, the 
employer may elect to contribute on behalf of the member. The employer shall pay the member’s contributions 
on behalf of the member for My Choice. Political subdivisions may choose to pay part or all of the member’s  

contributions on behalf of the member for My Choice. In addition, members of the PERF Hybrid Plan may 
elect to make additional voluntary contributions, under certain criteria, of up to 10 percent of their 
compensation into their ASA.  Political subdivisions that participate in My Choice may elect to match voluntary  

contributions at a rate of 50 percent. 
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NOTE 5 - PENSION PLAN - PUBLIC EMPLOYEE’S RETIREMENT FUND (PERF) (Continued) 

 
The contribution requirement, which was made by the Utility, was $294,719 for 2018. These total contributions 
represent 11.2% of covered payroll for 2018. 

 
The following represents the Utility’s annual required contributions for the last two years: 
 

 Year Ended   Annual Required   Percentage 
December 31      Contribution    Contributed 
 
 2018 $ 294,719 100% 
 2017 $ 290,138 100% 
  

Significant Actuarial Assumptions: The total pension liability is determined by INPRS actuaries in accordance 

with GASB No. 67, as part of their annual actuarial valuation for each defined benefit retirement plan. Actuarial 
valuations of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited 
service) and assumptions about the probability of occurrence of events far into the future (e.g., mortality, 

disabilities, retirements, employment terminations).  Actuarially determined amounts are subject to continual 
review and potential modifications, as actual results are compared with past expectations and new estimates 
are made about the future.   

Key methods and assumptions used in calculating the total pension liability in the latest actuarial valuations  
are presented below: 

• Asset valuation date – June 30, 2018 

• Liability valuation date – June 30, 2017 – Member census data as of June 30, 2017 was used in the 
valuation and adjusted, where appropriate, to reflect changes between June 30, 2017 and June 30, 
2018. Valuation results from June 30, 2017 were rolled-forward to June 30, 2018 to reflect benefit  

accruals during the year less benefits paid. 

• Experience study date – Period of 4 years ended June 30, 2014 

• Actuarial cost method – Entry age normal (level percent of payroll)  

• Investment rate of return – 6.75% 

• Cost of living increases – In lieu of a 1% COLA occurring beginning on January 1, 2020, it is now 
assumed that the COLA will be replaced by a 13th check for 2020 and 2021. The COLA assumption  
thereafter would be 0.4% beginning on January 1, 2034, and ultimately 0.6% beginning on January  
1, 2039.  

• Future salary increases, including inflation – 2.5% - 4.25% 

• Inflation – 2.25% 

• Mortality - RP-2014 Total Data Set Mortality Tables, with Social Security generational improvements  

from 2006 based on the Social Security Administration’s 2014 Trustee Report 
 

There were no changes in actuarial assumptions or plan provisions for the June 30, 2016 fiscal year.  The 

INPRS Board approved the following changes in actuarial methods effective for June 30, 2016: 

• For funding purposes and when the plan is below 100% funded, gains and losses occurring from 
census experience different than assumed, assumption changes, and benefit changes will be 
amortized over a 20-year period with level payments each year, rather than a 30-year period.  

• For the funding purposes, the smoothing period of investment gains and losses in the development 
of the Actuarial Value of Assets was increased from four years to five years at June 30, 2016.  
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NOTE 5 - PENSION PLAN - PUBLIC EMPLOYEE’S RETIREMENT FUND (PERF) (Continued) 

 
There were no changes in actuarial methods or plan provisions for the June 30, 2017 fiscal year. The following 
changes in actuarial assumptions were made for the June 30, 2017 fiscal year: 

• For vested members, a salary load of $400 was added to approximate the impact on average monthly 
earnings of unused sick leave accumulated at termination of employment. 

• For disabled members, the mortality assumptions were updated from the RP-2014 Total Data Set 

Mortality tables to the RP-2014 Disability Mortality tables.  
 
For the June 30, 2018 actuarial valuation, the COLA assumption was changed due to the passage of Senate 

Enrolled Act No. 373. In lieu of a 1% COLA, beginning on January 1, 2020, it is now assumed that the COLA 
will be replaced by a 13th check for 2020 and 2021. The COLA assumption thereafter would be 0.4% 
beginning on January 1, 2034, and ultimately 0.6% beginning on January 1, 2039. 

 
The long-term return expectation for the defined benefit retirement plan has been determined by using a 
building-block approach and assumes a time horizon, as defined in the INPRS Investment Policy Statement. 
A forecasted rate of inflation serves as the baseline for the return expectation. Various real return premiums 

over the baseline inflation rate have been established for each asset class.   
 
The long-term expected nominal rate of return has been determined by calculating a weighted average of the 

expected real return premiums for each asset class, adding the projected inflation rate, and adding the 
expected return from rebalancing uncorrelated asset classes. The target allocation and best estimates of 
geometric real rates of return for each major asset class is summarized in the following table: 

    
   Long-Term 
  Target  Expected Real 

 Asset Class Allocation % Rate of Return 
 
 Public equity  22.0%  4.4% 

 Private equity  14.0  5.4 
 Fixed income – ex inflation - linked  20.0  2.2 
 Fixed income – inflation - linked  7.0  0.8 

 Commodities  8.0  2.3 
 Real estate  7.0  6.5 
 Absolute return  10.0  2.7 

 Risk parity  12.0  5.2 
 
  Total  100.0%  
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NOTE 5 - PENSION PLAN - PUBLIC EMPLOYEE’S RETIREMENT FUND (PERF) (Continued) 

Discount rate: Total pension liability for each defined benefit pension plan was calculated using the discount 
rate of 6.75 percent. The projection of cash flows used to determine the discount rate assumed the 
contributions from employers and where applicable from the members, would at the minimum be made at the 

actuarially determined required rates computed in accordance with the current funding policy adopted by the 
INPRS Board, and contributions required by the State (the non-employer contributing entity) would be made 
as stipulated by State statute. Projected inflows from investment earnings were calculated using the long-

term assumed investment rate of return (6.75 percent for 2018). Based on those assumptions, each defined 
benefit pension plan’s fiduciary net position were projected to be available to make all projected future benefit  
payments of current plan members; therefore, the long-term expected rate of return on pension plan 

investments was applied to all periods of projected benefits to determine the total pension liability for each 
plan. 
 

Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact the 
following table presents the net pension liability of each defined benefit pension plan calculated using the 
discount rate of 6.75 percent for 2018, as well as what each plan’s net pension liability would be if it were 

calculated using a discount rate that is one percentage point lower (5.75%), or one percentage point higher 
(7.75%) than the current rate: 
 1% Current 1% 

 Decrease Rate Increase 
 (5.75%) (6.75%) (7.75%) 
 

 Proportionate share of the 
   Collective Net Pension Liability $ 2,725,932 $ 1,731,672 $ 902,570 
 
Pension Plan Fiduciary Net Position:  Detailed information about the pension plan’s fiduciary net position is 
available in a stand-alone financial report of INPRS that includes financial statements and required 
supplementary information for the plan as a whole. This report may be obtained by writing the Indiana Public 
Retirement System, One North Capitol, Suite 001, Indianapolis, IN 46204, by calling (888) 526-1687, by 
emailing questions@inprs.in.gov, or by visiting www.in.gov/inprs. 
 
Investment Valuation and Benefit Payment Policies:  The pooled and non-pooled investments are reported at 
fair value by INPRS.  Fair value is the amount at which an investment could be exchanged in a current  
transaction between willing parties, other than in a forced or liquidation sale. 
 
Short-term investments consist primarily of cash, money market funds, certificates of deposits and fixed 

income instruments with maturities of less than one year. Short-term investments are reported at cost, which 
approximated fair value or, for fixed income instruments, valued using similar methodologies as other fixed 
income securities described in the next section. 
 
Fixed income securities consist primarily of the U.S. government, U.S. government-sponsored agencies, 
publicly traded debt and commingled investment debt instruments.  Equity securities consist primarily of 
domestic and international stocks in addition to commingled equity instruments.  Fixed income and equity 
securities are generally valued based on published market prices and quotations from national security 
exchanges and securities pricing services. Securities that are not traded on a national security exchange are 
valued using modeling techniques that include market observable inputs required to develop a fair value.  
Commingled funds are valued using the net asset value (NAV) of the entity. 
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22. 

NOTE 5 - PENSION PLAN - PUBLIC EMPLOYEE’S RETIREMENT FUND (PERF) (Continued) 
 
Alternative investments include limited partnership interests in private equity, absolute return, private real 
estate and risk parity investment strategies. Publicly traded alternative investments are valued based on 
quoted market prices.  In the absence of readily determinable public market values, alternative investments  
are valued using current estimates of fair value obtained from the general partner or investment manager.  
Moreover, holdings are generally valued by a general partner, or investment manager, on a quarterly or semi-
annual basis.  Valuation assumptions are based upon the nature of the investment and the underlying 
business.  
 
Additionally, valuation techniques will vary by investment type and involve a certain degree of expert judgment.  
Alternative investments, such as investments in private equity or real estate, are generally considered illiquid 
long-term investments. Due to the inherent uncertainty that exists in the valuation of alternative investments, 
the realized value upon the sale of an asset may differ from the fair value. 
 
Derivative instruments are marked to market daily with changes in fair value recognized as part of investments 
and investment income. 
 
Pension, disability, special death benefits, and distributions of contributions and interest are recognized when 
due and payable to members or beneficiaries.  Benefits are paid once the retirement or survivor applications 
have been processed and approved. Distributions of contributions and interest are distributions from inactive,  
non-vested members’ ASAs. These distributions may be requested by members or auto-distributed by the 
fund when certain criteria are met. 
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources 

Related to Pensions:  The Utility is reported under the submission unit of the City of Crawfordsville which 
transmits PERF contributions to the Plan on behalf of the Utility. At December 31, 2018, the City reported a 
liability of $3,407,236 for its proportionate share of the net pension liability. It was determined the Utility’s 

proportionate share of City’s PERF contributions for the June 30, 2018 measurement date was approximately  
50.8% resulting in the Utility reporting a liability of $1,731,672 for its proportionate share of the City’s net 
pension liability. This represents a slight decrease from the prior measurement date. The Utility’s proportionate 

share of the City’s net pension liability at the June 30, 2017 measurement date was 51.2%.  The City’s 
proportionate share of the net pension liability was based on the City’s wages as a proportion of total wages 
for the PERF Hybrid Plan. The City’s proportionate share used at the June 30, 2018 measurement date was 

0.0010030. This represents a slight decrease from the prior measurement date. The City’s proportionate share 
used at the June 30, 2017 measurement date was 0.0010329. 
 

For the year ended December 31, 2018, the Utility recognized pension expense of $228,363, which included 
net amortization of deferred amounts from changes in proportion and differences between employer 
contributions and proportionate share of contributions of ($43,153).  
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23. 

NOTE 5 - PENSION PLAN - PUBLIC EMPLOYEE’S RETIREMENT FUND (PERF) (Continued) 

 
At December 31, 2018, the Utility reported deferred outflows of resources and deferred inflows of resources  
related to the PERF Hybrid Plan from the following sources: 

 
 Deferred Out flows Deferred Inflows 
 of Resources of Resources 

 

Differences between expected and actual experience  $ 22,645  $ 121 

Net difference between projected and actual earnings on 
pension plan investments 

 
  59,014 

 
  - 

Changes in assumptions   4,126   278,044 

Changes in proportion and differences between employer 

contributions (City) and proportionate share of PERF 
contributions 

 

 
  20,881 

 

 
  45,802 

Changes in proportion and differences between employer 
contributions (Utility) and proportionate share of City’s 
contributions 

 
 
  - 

 
 
  193,157 

Total that will be recognized in pension expense (income) 
based on table below 

 
  106,666 

 
  517,124 

Pension contributions subsequent to measurement date   149,550   - 

Total $ 256,216  $ 517,124 

 

Deferred outflows of resources resulting from employer contributions subsequent to the June 30, 2018 
measurement date is recognized as a reduction of net pension liability in the year ending December 31, 2018.  
Deferred inflows of resources resulting from the differences between projected and actual investment  

earnings on Plan investments are amortized over a 5-year period. A change in an employer’s proportionate 
share represents the change as of the current year measurement date versus the prior year measurement  
date, and is amortized over the average expected remaining service lives of the plan. The difference between 

an employer’s contributions and the employer’s proportionate share of the collective contributions is 
amortized over the average expected remaining service lives of the plan.  
 

Amounts reported as deferred outflows of resources and deferred inflows of resources will be recognized in 
pension expense as follows: 
 

 Year Ending December 31,  Amount 
 
 2019 $ 59,522 

 2020  (154,440) 
 2021  (259,595) 
 2022  (55,945) 



 

 

REQUIRED SUPPLEMENTARY INFORMATION 
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24. 

REQUIRED SUPPLEMENTARY INFORMATION 

SCHEDULE OF THE UTILITY’S PROPORTIONATE SHARE  
OF THE NET PENSION LIABILITY - PERF 

December 31, 2018 

 
 

 2018 2017 2016 2015 
 
Utility’s proportion of the net pension liability 0.000510  0.000528              0.000538   0.000494 
 

Utility’s proportionate share of the net pension liability $ 1,731,672 $ 2,357,620 $ 2,441,633 $ 2,012,258 
 
Utility’s covered payroll $ 2,601,180 $ 2,619,286 $ 2,578,277 $ 2,470,161 

 
Utility’s proportionate share of the net pension liability 
  as a percentage of its covered payroll  66.57%  91.01%  94.66% 81.46% 
 

Plan f iduciary net position as a percentage of the  
  total pension liability  78.90%  76.60%  75.30% 77.30% 
 

 

* The amounts presented for each calendar year were determined as of the June 30 fiscal year-end that 
occurred within the calendar year.  

 

Measurement date: Actuarial valuation reports from the prior fiscal year. 
 
Benefit changes: There were no plan changes that impacted pension benefits during the fiscal year.  

 
Plan amendments. In 2017, there were no plan changes that impacted pension benefits during the year. In 
2014, HB 1075 impacted the PERF by reducing the Annuity Savings Account (ASA) interest crediting rate 

on annuities from 7.5% to 5.75% effective October 1, 2014. Effective October 1, 2015, the rate becomes 
the greater of 4.5%, or market rate. On January 1, 2017, the ASA annuities are allowed to be outsourced 
to a third party provider. 

 
Changes of assumptions: An assumption study was performed in April 2015 resulting in an update to the 
following assumptions:  

• Inflation decreased from 3.00% to 2.25%  

• The future salary increase rate decreased from a table ranging from 3.25% to 4.50% to a table 
ranging from 2.50% to 4.25%  

• Mortality changed from the 2013 IRS Static Mortality projected five (5) years with Scale AA to the 

RP-2014 (with MP-2014 improvement removed) Total Data Set mortality table projected on a fully 
generational basis using the future mortality improvement scale inherent in the mortality projection 
included in the Social Security Administration’s 2014 Trustee Report  

• Retirement, Termination and Disability rates were adjusted to reflect recent experience  

• The ASA Annuitization was updated from 50% of members assumed to annuitize the ASA balance 
to 60% of members prior to January 1, 2019 

 

For the June 30, 2018 actuarial valuation, the COLA assumption was changed due to the passage of Senate 
Enrolled Act No. 373. In lieu of a 1% COLA, beginning on January 1, 2020, it is now assumed that the 
COLA will be replaced by a 13th check for 2020 and 2021. The COLA assumption thereafter would be 0.4% 

beginning on January 1, 2034, and ultimately 0.6% beginning on January 1, 2039.  
 
** 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. 
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25. 

REQUIRED SUPPLEMENTARY INFORMATION 

SCHEDULE OF THE UTILITY’S CONTRIBUTIONS - PERF 
December 31, 2018 

 

 
 

 2018 2017 2016 2015 

 
Statutorily required contribution $ 294,719 $ 290,138 $ 286,022 $ 277,391 

Contributions in relation to the statutorily  
  required contribution  (294,719)  (290,138)  (286,022)  (277,391) 
 
 Annual contribution deficiency (excess) $ - $ - $ - $ - 

 
The Utility’s contributions as a percentage of statutorily 
 required contribution for pension  100% 100% 100% 100% 
 

Utility’s covered payroll $ 2,631,000 $ 2,591,000 $ 2,554,000 $ 2,477,000 
 
Contributions as a percentage of covered payroll 11.2% 11.2% 11.2% 11.2% 

 
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. 
 
Valuation date: Actuarially determined contribution rates are calculated as of June 30, two years prior to 
the end of the fiscal year in which the contributions are reported.  

Actuarial cost method: Entry age normal (Level Percent of Payroll) 
Amortization method: Level dollar 
Remaining amortization period: 20 years, closed 

Asset valuation method: 5 year smoothing of gains and losses on the market value of assets subject to a 
20% corridor. 
Inflation: 2.25% 

Salary increases: 2.50% - 4.25% 
Investment rate of return: 6.75% 
Mortality: RP-2014 Total Data Set Mortality Table, with Social Security Administration generational 

improvement scale from 2016 
 
Other information: 
 
The INPRS Board sets, at its discretion, the State’s employer contribution rate upon considering the results 
of the actuarial valuation and other analysis as appropriate. The actuarially determined contribution rate for 

the State for the fiscal year ended June 30, 2015 was 10.55%; however, the INPRS Board approved a 
State employer contribution rate of 11.20%. The actuarially determined contribution rate for the State for 
the fiscal year ended June 30, 2016 was 9.80%; however, the INPRS Board approved a State employer 

contribution rate of 11.20%. The actuarially determined contribution rate for the State for the fiscal year 
ended June 30, 2017 was 10.11%; however, the INPRS Board approved a State employer contribution rate 
of 11.2%. The actuarially determined contribution rate for the State for the fiscal year ended June 30, 2018 

was 9.89%; however, the INPRS Board approved a State employer contribution rate of 11.2%. The actual 
dollar amount of the State’s contributions depends on the actual payroll for the fiscal year.   

 

Member census data as of the prior year-end was used in the valuation and adjusted, where appropriate,  
to reflect changes during the current fiscal year. Standard actuarial roll forward techniques were then used 
to project the liabilities computed as of prior year-end to the current year measurement date.  
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