Management’s Discussion and Analysis
Public Utility District No. 1 of Kittitas County, Washington
December 31, 2018
The following is the discussion and analysis of the financial activities of Public Utility District No.
1 of Kittitas County (the District) for the year ended December 31, 2018. It is designed to be used
in conjunction with the financial statements, notes and other supplementary information.

FINANCIAL HIGHLIGHTS
•

•

•

•
•

•
•

•
•

Credit ratings are as follows:
• Moody’s – A1
• Standard & Poor’s – A
• Fitch – N/A
The District’s strategic plan covered 2016-2017 and supports the Mission and Vision Statements.
Commissioners and staff identified eight objectives to use in evaluating the District’s overall
performance. The plan focuses on safety, reliability, customer service, asset management,
reasonable cost-based rates, financial sustainability, workforce development and governance.
The State’s legacy renewable energy system cost recovery program reached maximum capacity
during 2016. The District placed a moratorium on new services and proportionally reduced current
incentives. A new program was started under RCW 82.16.165 in 2017 and reached full capacity in
2018. WSU became the administrators of the renewable energy cost recovery incentive program
October 2017.
The revenue increase realized in 2017 due to extreme winter temperatures was sustained in 2018
as the customer base increased. Three new Large Commercial customers comprise the largest
increase in revenue.
The Line Extension Policy is a tool to aid Commissioners, staff and customers in fully
understanding the rules and requirements of line extensions and to assure that the District power
sales are not subsidizing line extensions. Customers are responsible for the cost of line extensions
and requested changes in services. Revenue increases with the number of new services. During
2018, over 100 new services were connected and $864,836 was recognized as Capital
Contributions.
Investment Income increased 2.5 times during 2018. Many factors contributed to the increase. An
Investment Broker was hired, cash reserves were maintained to assure future maintenance projects
on substations and infrastructure can be realized and market rates experienced an upward trend.
Debt Service Coverage (DSC) demonstrates the ability to meet debt obligations even under unusual
conditions. Bond covenants require 1.25. The current DSC for the District is 2.65. The District
produced a positive change in net assets of $2.7m and achieved a more than 60% Equity ratio.
These key measures establish indicators of the District’s financial strength.
In 2018 the District utilized cash reserves to meet capital project goals. As a need for borrowing
arises the District shall maintain 120 days cash on hand and bridge the gap with short term
financing. Kittitas PUD has reduced debt by 32% since 2010.
The District has a 10-year Work Plan totaling $33,192,335, of which $13,621,955 is expected to
occur in the next three years. Future expenditures include substation rebuilds, a new substation,
facility improvements, vehicle replacements, system improvements and redundancy.
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Capital projects completed during 2018 include:
Naneum Road Re-conductor Project – Approximately two miles of three-phase copper
distribution line and Rea construction specifications was replaced in 2018. The replacement line
is stranded aluminum lines built to current specifications, including a lowered neutral, fiberglass
arms, clamp pins and raptor/wildlife protection. This line is a main feeder built along a busy county
road. The line will eventually provide redundancy and load shifting capabilities between Parke
Feeder 2 and Jenkins Feeder 1. It is a continuation of a section of line completed in 2016 and 2017.
State Route 97 Re-conductor Project – Approximately one mile of single-phase copper
distribution line and Rea construction specifications with a three-phase distribution line was
replaced. The replacement line is stranded aluminum lines built to current specifications, including
a lowered neutral, fiberglass arms, clamp pins and raptor/wildlife protection. This line is a main
feeder built along a busy state route. The line improves the system balance, adds capacity and
improves reliability.
Burke Road Upgrade Project – Approximately a half mile of single-phase copper distribution
line and Rea construction specifications with a three-phase distribution line was replaced. The
replacement line is stranded aluminum lines built to current specifications, including a lowered
neutral, fiberglass arms, clamp pins and raptor/wildlife protection. This line is a future main feeder
tie between Teanaway Feeder 1 and Smithson Feeder 2. The line improves the system balance,
adds capacity and improves reliability.
Overhead Conductor and Pole Replacement Projects – Aging poles and lines were replaced
throughout the District system. The upgrades improve the reliability, access and capacity of the
lines. In addition, they reduce the line losses by improving load balance. Below is a list of the
project areas:
 Copper conductor replacements (14.5 miles installed)*
 Other single pole locations (293 new poles installed)*
*Naneum Road, State Route 97 and Burke Road projects listed above are included here.
Teanaway Substation Transformer Replacement Project – The District identified four banked
single-phase transformers showing signs of deterioration and potential failure under load. The
single-phase units were replaced with one three-phase unit of equivalent size. The work of the unit
was completed during the night with customers experiencing only short outages.
Jenkins Substation Replacement and Upgrade Project – The District contracted for
engineering services to design the replacement station and project manage the construction
planned for 2019. The project increases station capacity, improves the oil containment system,
adds voltage regulation and improves system protection. The power transformer was bid and
purchased in 2018. Delivery of the power transformer is expected in May 2019.
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OVERVIEW OF THE FINANCIAL STATEMENTS
The District financial statements provide a broad overview of finances and report the activities of
the District. The sale of electrical energy and construction of the infrastructure for delivery of
energy are the major functions. The District reports finances similar to private sector business
enterprises using the accrual basis of accounting in accordance with accounting principles
generally accepted in the United States of America. Under this basis of accounting, revenues are
recognized in the period they are earned and expenses are recognized in the period they are
incurred, regardless of the timing of related cash flows.
The Statement of Net Position includes all of the District’s assets, deferred outflows of resources,
liabilities and deferred inflows of resources. It provides information about the nature and amounts
of investments in resources and the obligations to creditors of the District.
The Statement of Revenues, Expenses and Changes in Net Position provide the operating results,
non-operating revenues and expenses, as well as capital contributions.
The Statement of Cash Flows provides information about the District’s cash receipts and cash
payments during the year. This statement reports net changes in cash resulting from operations,
investing and financing activities.
The Notes to the Financial Statements provide additional information that is essential to a full
understanding of the information provided in the three statements described above.

FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLE
Financial health of the District can be measured by changes in net position. The District’s Net
Position is the difference between total assets and deferred outflows of resources and the total of
liabilities and deferred inflows of resources. Increases or decreases are one indicator of the
financial health. Other non-financial factors should also be considered.
The Board approved a Vehicle Replacement Policy requiring designated funds and purchased
Investments in 2018. Unrestricted Cash was reduced by 77% due to both of these actions.
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The following analysis provides a two-year comparison of key financial information:

CONDENSED COMPARATIVE FINANCIAL INFORMATION
2018
$ 5,685,176
2,206,000
29,702,908
1,671,167
208,366
39,473,617

2017
$ 8,215,168
1,698,957
26,733,412
150,342
200,554
36,998,432

3,483,904
10,923,481
299,926
14,707,311

2,783,599
12,018,713
156,501
14,958,813

Net Investment in Capital Assets
Restricted
Unrestricted
Total Net Position

19,121,849
1,147,349
4,497,108
$ 24,766,306

15,289,773
1,260,210
5,489,637
$ 22,039,620

Sales of Electricity
Other Revenues
Total Revenues

$

$

Current Assets
Restricted Assets - Current
Net Utility Plant
Other Assets
Deferred Outflows of Resources
Total Assets
Current Liabilities
Noncurrent Liabilities
Deferred Inflows of Resources
Total Liabilities

Power Costs
Other Operating expenses
Total Operating expenses
Non-operating revenues and (expenses)
Capital Contributions
Change in Net Position
Total Net Position - beginning of year
Total Net Position – end of year

9,891,274
235,129
10,126,403
4,050,769
4,219,322
8,270,091

5,538
864,836
2,726,686
22,039,620
$ 24,766,306

9,856,360
181,576
10,037,936
4,158,318
4,457,335
8,615,653

(128,639)
583,159
1,876,803
20,162,817
$ 22,039,620
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ASSETS
The purchase of Investments in 2018 reduced Current Assets. Restricted cash increased in 2018
with the creation of a Vehicle Replacement Fund. Accounts receivable and inventory remained
comparable to the previous year. The District prepaid a power bill and made advance payments on
a substation transformer, creating an increase in prepayments. Overall Current Assets decreased
in 2018 with the largest reduction in cash and cash equivalents.
Plant investments of $4.2m are offset by depreciation and retirements with a net increase in Utility
Plant. In addition to capital projects to maintain and improve the infrastructure, vehicles were
purchased in 2018 for $660,071 and customer line extensions totaled $864,836. Capital additions
compared to depreciation resulted in a 357% increase, exceeding the District’s stated goal of 120%.
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LIABILITIES
Overall Current Liabilities increased approximately 25% in 2018, with the largest increase in
accounts payable. Higher accruals at year end are due to normal fluctuations of operations and
timing of billings. A vehicle was purchased December 31st for $336,000 and contractors were on
site at year end.
Noncurrent Liabilities fluctuates for principal payments on bond indebtedness annually based on
repayment schedules. Net other postemployment benefits obligation is primarily due to the
District’s participation in PEBB medical and dental benefit plans provided by the Washington
State Health Care Authority.
Deferred inflows of resources are primarily due to the District recording its proportionate share of
the increase in deferred inflows for the PERS plans provided by the Department of Retirement
Systems.
Current ratio was 1.63% and 2.96% for 2018 and 2017, respectively.
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LONG-TERM DEBT
Long-term debt decreased in 2018 following annual scheduled payments of bond principal totaling
$879,735. Management has consciously worked to upgrade the infrastructure, maintain
competitive rates and reduce long-term debt. With the exception of major capital upgrades and
expansions, new construction, ordinary replacements, and minor upgrades of systems are funded
by reserves and current electric rates whenever possible.
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NET POSITION
Net Investment in Capital Assets and Restricted Net Position fluctuate with the issuance of Bonds,
Bond payments and Capital Projects capitalized. Net investment in capital assets, net of related
debt, increased by $3.8m.
Net Position increased in 2018 and 2017. Unrestricted Net Position can be used to finance the dayto-day operations of the District and is increased and decreased by earnings. The Board designated
funds for vehicle replacement. These funds are not subject to external restrictions, such as bond
covenants or third-party contractual agreements.
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STATEMENT OF REVENUES AND EXPENSES
Sales of Electricity was consistent in 2018 and 2017. The accuracy of electronic meter reads allows
more accuracy in matching revenues to the cost of power. Even with a rate increase in March 2018,
the District continues to provide lower rates than the national and state averages. Washington’s
renewable energy cost recovery program referred to as “Legacy” reached maximum capacity in
2016. Again in 2018, the new state program for District customers reached maximum capacity.
Other electric revenue increased in 2018 with pole contacts and service fee increases.
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In 2018, total operating costs decreased by 5%. Bonneville Power Administration’s rate structure
adds costs during periods where usage varies from the forecast. The mild winter weather of 2018
followed the forecast closely and shows a small decrease in total costs from the previous year,
while the District experienced a higher percentage based on Electric revenues. The District is a
Distribution system only, purchases more than 90% of power costs from BPA and demonstrates a
willingness and ability to adjust rates in response to the BPA increases.
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Operating Expenses
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Expenses by category changed with the largest proportional increase in Power Costs and the largest
dollar reduction in distribution expense. The decrease in Distribution expense is a result of the
increased capitalized labor required for customer line extension projects and a 6% decrease in total
Operations wages for 2018.
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Total wages are comparable to 2018, with category fluctuations. Staffing levels, PTO cash outs,
wage increases and changes in positions continue to create fluctuations by department and
category. Limited staff fulfilling multiple positions increases the volatility and probability of
variances between expense accounts.

Labor by Department
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Non-operating Revenues (Expenses) include interest income, interest expense and miscellaneous
other items, with interest expense constituting the majority. Interest income increased in 2018 with
market increases, and the change in Investment Policy and treasury functions. Interest income
more than doubled in 2018.
Net income following capital contributions increased due to redistribution of wage expenses,
increase in Investment income, and increase in Capital Contribution.

CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT
This report is designed to provide the District’s customers, bondholders, creditors and other
interested parties with a general overview of the District’s finances. If you have questions about
this report or need additional information, contact the District’s Finance Department at Kittitas
County PUD #1, 1400 Vantage Highway, Ellensburg, Washington, 98926.
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PUBLIC UTILITY DISTRICT NO. 1 OF KITTITAS COUNTY
Statement of Net Position
December 31, 2018

ASSETS
Current Assets - Unrestricted:
Cash and cash equivalents (Note 3)
Accounts receivable, net (Note 4)
Materials and supplies inventory
Prepayments and other current assets
Investments (Note 7)

$ 1,509,559
1,301,077
498,989
381,063
1,994,488
5,685,176

Current Assets - Restricted and Board Designated:
Cash and cash equivalents (Notes 3, 5 and 9)

2,206,000
Total current assets

7,891,176

Net Utility Plant (Note 6):
Utility plant in service
Construction in progress
Accumulated depreciation

44,394,235
501,879
(15,193,206)
Total net utility plant

29,702,908

Other Assets:
Regulatory assets
Investments (Note 7)

37,490
1,633,677
Total other assets

1,671,167

Total assets

39,265,251

DEFERRED OUTFLOWS OF RESOURCES
Losses on reacquired debt (Note 8)
Deferred outflows related to the net pension liability (Note 10)

25,990
182,376
Total deferred outflows of resources

208,366

LIABILITIES
Current Liabilities:
Accounts payable and accrued expenses
Compensated absences
Consumer deposits
Unearned revenue
Long-term debt, due within one year (Note 9)

1,878,217
161,560
145,690
389,122
909,315
Total current liabilities

3,483,904

Noncurrent Liabilities:
Long-term debt, due after one year (Note 9)
Net pension liability (Note 10)
Net other postemployment benefit obligation (Note 10)

9,697,734
748,788
476,959
Total noncurrent liabilities

10,923,481

Total liabilities

14,407,385

DEFERRED INFLOWS OF RESOURCES
Deferred inflows related to the net pension liability (Note 10)

299,926
Total deferred inflows of resources

299,926

Commitments and contingencies (Note 11)
NET POSITION
Net investment in capital assets
Restricted (Note 5)
Unrestricted

19,121,849
1,147,349
4,497,108
Total net position

The accompanying notes are an integral part of the financial statements.

$ 24,766,306

1

PUBLIC UTILITY DISTRICT NO. 1 OF KITTITAS COUNTY
Statement of Revenues, Expenses and Changes in Net Position
Year Ended December 31, 2018

Operating Revenues:
Sales of electricity
Other operating revenues

$
Total operating revenues

9,891,274
235,129
10,126,403

Operating Expenses:
Cost of power
Distribution expense - operations
Distribution expense - maintenance
Consumer accounts expense
Administrative and general expense
Depreciation expense
Tax expense
Other deductions

4,050,769
443,409
506,317
477,315
958,529
1,195,846
539,165
98,741
Total operating expenses

8,270,091

Operating income

1,856,312

Other Income and Expense:
Investment income
Interest expense (Notes 8 and 9)
Gain (loss) on disposal of assets
Other nonoperating income

173,729
(337,936)
(666)
170,411
Total other income and expense, net

5,538

Income before capital contributions

1,861,850

Capital contributions

864,836
Changes in net position

2,726,686

Net position, beginning of year (Notes 2, 10 and 12)

22,039,620
Net position, end of year

The accompanying notes are an integral part of the financial statements.

$

24,766,306
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PUBLIC UTILITY DISTRICT NO. 1 OF KITTITAS COUNTY
Statement of Cash Flows
Year Ended December 31, 2018

Cash Flows from Operating Activities:
Receipts from customers
Payments to suppliers
Payments to or on behalf of employees

$ 10,097,359
(4,589,226)
(2,169,316)
3,338,817

Net cash provided by operating activities
Cash Flows from Capital and Related Financing Activities:
Net additions to utility plant
Proceeds from sales of general plant
Principal payments on long-term debt
Interest payments on long-term debt
Contributions in aid of construction
Cash from nonoperating sources

(4,264,585)
(879,735)
(320,781)
895,055
170,411
(4,399,635)

Net cash used by capital and related financing activities
Cash Flows from Investing Activities:
Net change in investments
Interest and dividends received

(3,558,545)
173,729
Net cash used by investing activities

(3,384,816)

Net decrease in cash and cash equivalents

(4,445,634)

Cash and cash equivalents, beginning of year

8,161,193
Cash and cash equivalents, end of year

$ 3,715,559

Reconciliation of Cash and Cash Equivalents to the
Statements of Financial Position:
Cash and cash equivalents
Restricted and Board Designated cash and cash equivalents

$ 1,509,559
2,206,000
Cash and cash equivalents, end of year

$ 3,715,559

Reconciliation of Operating Income to Net Cash Provided
by Operating Activities:
Operating income
Adjustments to reconcile operating income to net cash provided by
operating activities:
Depreciation expense
Allocated depreciation
Changes in:
Accounts receivable, net
Materials and supplies inventory
Prepayments and other current assets
Regulatory assets
Accounts payable and accrued expenses
Consumer deposits
Compensated absences
Net pension liability and related deferred outflows (inflows)
Net other postemployment benefit obligation

$ 1,856,312

1,195,846
98,577
(20,604)
(51,776)
(123,417)
43,232
388,432
(8,440)
35,121
(99,920)
25,454
$ 3,338,817

Net cash provided by operating activities
Supplemental Disclosure of Non-cash Activities:
Amortization of losses on reacquired debt
Amortization of premium on bond issuance

The accompanying notes are an integral part of the financial statements.

$

3

23,991
(6,836)

PUBLIC UTILITY DISTRICT NO. 1 OF KITTITAS COUNTY
Notes to Financial Statements
December 31, 2018

1.

Organization

Public Utility District No. 1 of Kittitas County, Washington (“the District”) is a municipal corporation of the
State of Washington established in 1936 to function as a public utility for the purpose of engaging in the
generation, transmission, distribution and sale of electric energy. The District serves Kittitas and Yakima
counties, including approximately 4,500 residents and businesses, with 735 miles of line. The District’s
administrative office is located in the City of Ellensburg.
The District is governed by an elected three-member Board of Commissioners (Commissioners), which is
responsible for the legislative and fiscal control of the District. The Commissioners’ responsibilities are to
appoint the General Manager; approve the District’s budgets; adopt regulations; and set policies and guiding
financial and operating principles for the operations included in these financial statements. The District has no
component units.
2.

Summary of Significant Accounting Policies

Basis of Accounting
The accompanying financial statements of the District conform to accounting principles generally accepted in
the United States of America (GAAP) applicable to a municipal utility. The District follows the Federal
Energy Regulatory Commission’s (FERC) Uniform System of Accounts prescribed for Class A and Class B
Electric Utilities. As a result, the District’s application of accounting principles generally accepted in the
United States of America differs in certain respects from such application by non-regulated enterprises. The
differences relate primarily to the time at which various items enter into the determination of operating
income in order to follow the principle of matching costs and revenues.
The Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for
establishing governmental accounting and financial reporting principles. The District has adopted and applied
all applicable GASB pronouncements, including GASB Statement No. 62, Codification of Accounting and
Financial Reporting Guidance Contained in Pre-November 30, 1989 FASB and AICPA Pronouncements.

Recent Accounting Pronouncements
In June 2015, the GASB issued Statement No. 75, Accounting and Financial Reporting for Postemployment
Benefit Plans Other Than Pensions. The primary objective of Statement No. 75 is to improve accounting and
financial reporting by state and local governments for postemployment benefits other than pensions (other
postemployment benefits or OPEB). This Statement replaces the requirements of Statements No. 45,
Accounting and Financial Reporting by Employers for Postemployment Benefits Other Than Pensions, as
amended, and No. 57, OPEB Measurements by Agent Employers and Agent Multiple-Employer Plans, for
OPEB. For defined benefit OPEB, this Statement identifies the methods and assumptions that are required to
be used to project benefit payments, discount projected benefit payments to their actuarial present value, and
attribute that present value to periods of employee service. Statement No. 75 became effective for the District
beginning in the fiscal year ended December 31, 2018. Implementation required the restatement of amounts
previously not reported on the District’s Statement of Net Position for the fiscal year ended December 31,
2017 (see Notes 10 and 12).
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PUBLIC UTILITY DISTRICT NO. 1 OF KITTITAS COUNTY
Notes to Financial Statements, Continued
December 31, 2018

2.

Summary of Significant Accounting Policies, Continued

Recent Accounting Pronouncements, Continued
In March 2017, the GASB issued Statement No. 85, Omnibus 2017. The objective of this Statement is to
address practice issues that have been identified during 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]).
Specifically, Statement No. 85 addresses the following topics:
•
•
•
•
•
•
•
•
•
•

Blending a component unit in circumstances in which the primary government is a business-type
activity that reports in a single column for financial statement presentation;
Reporting amounts previously reported as goodwill and “negative” goodwill;
Classifying real estate held by insurance entities;
Measuring certain money market investments and participating interest-earning investment contracts
at amortized cost;
Timing of the measurement of pension or OPEB liabilities and expenditures recognized in financial
statements prepared using the current financial resources measurement focus;
Recognizing on-behalf payments for pensions or OPEB in employer financial statements;
Classifying employer-paid member contributions for OPEB;
Presenting payroll-related measures in required supplementary information for purposes of reporting
by OPEB plans and employers that provide OPEB;
Simplifying certain aspects of the alternative measurement method for OPEB; and
Accounting and financial reporting for OPEB provided through certain multiple-employer defined
benefit OPEB plans.

Statement No. 85 became effective for the District beginning in the fiscal year ended December 31, 2018. The
implementation of this statement did not have a material financial statement impact.
In June 2017, the GASB issued Statement No. 87, Leases. The objective of this Statement is to better meet the
information needs of financial statement users by improving accounting and financial reporting for leases by
governments. This Statement increases the usefulness of governments’ financial statements by requiring
recognition of certain lease assets and liabilities for leases that previously were classified as operating leases
and recognized as inflows of resources or outflows of resources based on the payment provisions of the
contract. This Statement establishes a single model for lease accounting based on the foundational principle
that leases are financings of the right to use an underlying asset. Under this Statement, a lessee is required to
recognize a lease liability and an intangible right-to-use lease asset, and a lessor is required to recognize a
lease receivable and a deferred inflow of resources, thereby enhancing the relevance and consistency of
information about a government’s leasing activities. Statement No. 87 will be effective for the District
beginning in the fiscal year ending December 31, 2020. The District is currently evaluating the financial
statement impact of adopting this statement.
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PUBLIC UTILITY DISTRICT NO. 1 OF KITTITAS COUNTY
Notes to Financial Statements, Continued
December 31, 2018

2.

Summary of Significant Accounting Policies, Continued

Cash and Cash Equivalents
The District considers all highly liquid investments with maturities of three months or less when purchased to
be cash equivalents.
Accounts Receivable
Accounts receivable primarily consist of amounts due from providing electricity to the District’s customers
and are stated at the amount that management expects to collect from outstanding balances. Management
provides for probable uncollectible amounts through an allowance for doubtful accounts. Additions to the
allowance for doubtful accounts are based on management’s judgment, considering historical write-offs,
reviews of specific past-due accounts, collections and current credit conditions. Generally, the District
considers accounts receivable past due after 30 days. Balances which remain outstanding after management
has used reasonable collection efforts are written off through a charge to the allowance for doubtful accounts
and a credit to the applicable accounts receivable. Payments received on accounts receivable subsequent to
being written off are recorded as a bad debt recovery. Changes in the allowance for doubtful accounts have
not been material to the financial statements.
Materials and Supplies Inventory
Materials and supplies inventory, which consists primarily of items for construction and maintenance of
electric plant, is recorded at the lower of weighted average cost or net realizable value. Useable materials
from plant retirements are returned to inventory at current weighted average cost.
Restricted and Board Designated Assets
Restricted assets consist of assets that are restricted by bond covenants or third-party contractual agreements.
Assets that are allocated by resolution of the Commissioners are considered to be board designated. Board
designated accounts are a component of unrestricted assets, as their use may be redirected at any time by
approval of the Commissioners.
Net Utility Plant
Utility plant is recorded at cost, which includes contracted work, direct labor and materials, and allocable
overhead. Major additions and betterments to general plant with a cost of $5,000 or more are capitalized.
Costs of routine repairs and maintenance that do not improve or extend the useful lives of the related assets,
and the replacement and renewal of items determined to be less than units of plant, are charged to
maintenance as incurred.
Overhead costs, including indirect labor, payroll burden, transportation charges and stores expense, are
charged to construction and retirements monthly on a prorated basis.
Depreciation of utility plant is calculated on the straight-line basis over the estimated useful lives of the
assets, ranging from 3 to 38 years. Composite rates are used for asset groups of utility plant. At the time of
retirement or sale of depreciable assets, the original cost is removed from utility plant and the cost plus the
cost of removal, less net salvage or insurance recovery, is removed from accumulated depreciation.
When general plant assets are retired, sold or otherwise disposed of in the ordinary course of business, their
net book value is removed from utility plant and the resulting gain or loss, if any, is recognized.
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PUBLIC UTILITY DISTRICT NO. 1 OF KITTITAS COUNTY
Notes to Financial Statements, Continued
December 31, 2018

2.

Summary of Significant Accounting Policies, Continued

Deferred Charges and Deferred Credits
The Commissioners have the authority to establish the level of rates charged for all District services. As a
regulated entity, the District’s financial statements are prepared in accordance with ASC Topic 980,
Regulated Operations, which requires that the effects of the rate-making process be recorded in the financial
statements. Accordingly, certain expenses and credits, normally reflected in the Statement of Revenues,
Expenses and Changes in Net Position, are recognized when included in rates and recovered from, or
refunded to, customers. The District records various regulatory assets and credits to reflect rate-making
actions of the Commissioners.
Investments
Investments in associated organizations are recorded at the face value of capital credits allocated and not
retired. Marketable securities are carried at fair market value.
Fair Value Measurements
GASB Statement No. 72, Fair Value Measurement and Application, established a fair value hierarchy for
those assets and liabilities measured at fair value, that distinguishes between assumptions based on market
data (observable inputs) and the organization’s own assumptions (unobservable inputs). The hierarchy
consists of: Level 1 – quoted market prices in active markets for identical instruments; Level 2 – inputs other
than Level 1 inputs that are observable; and Level 3 – unobservable inputs developed using estimates and
assumptions determined by the organization. At December 31, 2018, the assets or liabilities of the District
that were measured at fair value on a recurring basis are summarized as follows:
Level 1
U.S. Treasuries
Mortgage-backed securities

Level 2

Level 3

Total

$

994,494 $
--

-- $
2,559,521

-- $
--

994,494
2,559,521

$

994,494 $

2,559,521 $

-- $

3,554,015

Certain assets are measured at fair value on a nonrecurring basis; that is, the instruments are not measured at
fair value on an ongoing basis, but are subject to fair value adjustments only in certain circumstances (for
example, when there is evidence of impairment). The District had no assets measured at fair value on a
nonrecurring basis during 2018.
Valuation of Long-Lived Assets
Management of the District periodically reviews the net carrying value of its assets for impairment whenever
events or changes in circumstances indicate that the carrying amount of an asset might not be recoverable.
These reviews consider the net realizable value of each asset to determine whether an impairment in value has
occurred, and whether there is a need for any asset impairment write-down. Impaired assets are reported at the
lower of cost or fair value. At December 31, 2018, no assets were considered to be impaired.
Deferred Financing Costs
Costs associated with the issuance of bonds are expensed in the year incurred. Original issue and reacquired
bond premiums and discounts related to bonds are amortized over the terms of the respective bonds.

7

PUBLIC UTILITY DISTRICT NO. 1 OF KITTITAS COUNTY
Notes to Financial Statements, Continued
December 31, 2018

2.

Summary of Significant Accounting Policies, Continued

Compensated Absences
The District provides its employees with personal time off (PTO) in lieu of vacation and sick leave. PTO is
recorded as an expense and a liability as the benefits accrue. PTO may be deferred and taken in subsequent
years, however PTO time accrued may not exceed 900 hours for union employees and 488 hours for nonunion employees. Both union and non-union employees must schedule and use at least five days of PTO in
each calendar year during their first five years of employment. After five years of employment, union and
non-union employees must schedule and use at least 10 and 15 days, respectively, of PTO annually thereafter.
The District’s PTO policy includes an annual buy-out provision. All accumulated PTO is payable upon
resignation, termination, retirement or death.
Revenue and Cost Recognition
The District records revenue billed to its customers when the meters are read each month. Substantially all of
the District’s customers’ meters were read as of December 31, 2018. Accordingly, management believes that
any unbilled revenue would not be material to the financial statements, and therefore has not provided an
accrual for unbilled accounts receivable.
Expenses are recorded when the liabilities for goods or services received are incurred.
Taxes
As a political subdivision of the State of Washington, the District is exempt from Federal income taxes. The
State of Washington assesses Excise and Privilege taxes on the District. Payments in lieu of taxes are made to
local governments.
Clearing Accounts
Overhead costs, including indirect labor, payroll burden, insurance, depreciation, transportation charges and
stores expense, are charged to clearing accounts each month. Amounts charged to the clearing accounts are
allocated to construction in progress and expense accounts based on equipment usage, labor charges or
material issuances, depending on the nature of the charge, in accordance with rates established by the
Commissioners.
Credit Risk
Financial instruments which potentially subject the District to concentration of credit risk consist principally
of cash and cash equivalents and accounts receivable.
The District maintains its cash in bank deposit accounts at high quality financial institutions. At times, deposit
account balances may exceed federally insured limits. The District has not experienced any losses from such
accounts and the District’s management believes it is not exposed to any significant credit risk on cash and
cash equivalents.
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2.

Summary of Significant Accounting Policies, Continued

Credit Risk, Continued
Credit is extended to customers, generally without collateral requirements, although deposits are required
from certain customers and formal shut-off policies and procedures are in place. Concentration of credit risk
with respect to consumer receivables is limited due to the District’s large number of customers. However,
approximately 16% of the District’s electric sales were made to six commercial customers during 2018. At
December 31, 2018, these commercial customers owed the District $284,765 for electric service, of which
$67,190 remains unpaid as of May 29, 2019.
Accounting Estimates
The preparation of financial statements in accordance with accounting principles generally accepted in the
United States of America requires management of the District to make estimates and assumptions that affect
the amounts reported in the financial statements and accompanying notes. Accordingly, actual results could
differ from those estimates and affect the amounts reported in the financial statements. The District has used
significant estimates in the determination of the allowance for uncollectible accounts receivable, depreciable
lives of utility plant, payroll-related liabilities and regulatory assets and liabilities, if any.
Subsequent Events
The District has evaluated subsequent events through May 29, 2019, the date as of which these financial
statements were available to be issued. Except as described in Notes 7 and 11, no material subsequent events
have occurred since December 31, 2018 that required recognition or disclosure in these financial statements.
3.

Cash and Cash Equivalents

Cash and cash equivalents consist of cash on hand and deposits held in checking accounts at local banks, plus
cash held by the State of Washington Local Government Investment Pool (LGIP). Custodial credit risk is the
risk that in the event of a bank failure, the District’s deposits may not be returned to it. The District’s deposits
are insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000 at each bank at
December 31, 2018 or by collateral held in a multiple financial institution pool administered by the
Washington Public Deposit Protection Commission (PDPC).
The carrying amount of cash and cash equivalents on the District’s books at December 31, 2018 was
$3,715,559 (including restricted and Board Designated cash of $2,206,000; see Note 5). Bank and LGIP
balances totaled $3,733,700 at that date. The differences between the carrying amount of cash and cash
equivalents on the District’s books and the combined balances per the banks and the LGIP consisted of
outstanding checks, warrants and deposits not processed by the banks and the LGIP as of December 31, 2018.
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3.

Cash and Cash Equivalents, Continued

At times, deposits may exceed federally insured limits. The District has not experienced any losses on bank
balances and management believes cash and cash equivalents are not exposed to significant credit risk.
A summary of the bank and the LGIP account balances at December 31, 2018 is as follows:
Portion insured by the FDIC
Portion collateralized and administered by the PDPC
Uninsured balances

4.

$

250,310
1,396,457
2,086,933

$

3,733,700

$

1,252,120
109,819

Accounts Receivable

Accounts receivable consist of the following at December 31, 2018:
Electric service
Other

1,361,939
(60,862)

Less: allowance for doubtful accounts
$
5.

1,301,077

Restricted and Board Designated Cash and Cash Equivalents

At December 31, 2018, the District has certain accounts that are classified as Restricted and Board Designated
Cash and Cash Equivalents. The bond sinking funds represent a restriction resulting from bond covenants.
The vehicle replacement funds are a component of unrestricted assets, as their use may be redirected at any
time by approval of the Commissioners. The other amounts have been accrued as liabilities in the Statement
of Net Position.
Bond sinking funds (see Note 9)
Vehicle replacement funds
Consumer deposits
Customer contributions in aid to construction
Customer energy prepayments
Unclaimed property

$

1,147,349
650,058
145,690
177,322
85,277
304

$

2,206,000

10

PUBLIC UTILITY DISTRICT NO. 1 OF KITTITAS COUNTY
Notes to Financial Statements, Continued
December 31, 2018

6.

Net Utility Plant

Net utility plant activity for the year ended December 31, 2018 is as follows:
Balance
December 31,
2017
Transmission plant
Distribution plant
General plant
Accumulated depreciation

$

97,409
37,469,163
2,380,225
(14,620,919)
25,325,878

Land
Intangibles
Construction in progress

Additions
$

-845,720
329,782
(1,294,423)

Transfers
$

(118,921)

222,145
5,249
1,180,140

--2,802,132

$ 26,733,412

$ 2,683,211

Disposals

-3,088,303
392,090
--

$

3,480,393
--(3,480,393)
$

Balance
December 31,
2018

--

$

-(382,532)
(53,319)
722,136

$

97,409
41,020,654
3,048,778
(15,193,206)

286,285

28,973,635

----

222,145
5,249
501,879

286,285

$ 29,702,908

Total depreciation for 2018 was $1,294,423. Depreciation on transportation and work equipment is allocated
to clearing accounts, and subsequently charged to construction work orders or maintenance expense.
Depreciation on transportation and work equipment that was allocated to clearing accounts, and subsequently
charged to construction work orders or maintenance expense totaled $98,577 in 2018.
7.

Investments

Investments consist of the following at December 31, 2018:
Investments in associated organizations
Marketable securities

$

74,150
3,554,015

$

3,628,165

Investments in associated organizations consist of patronage capital credits from Federated Rural Electric
Insurance Exchange Cooperative (Federated) in the amount of $74,150 at December 31, 2018.

11

PUBLIC UTILITY DISTRICT NO. 1 OF KITTITAS COUNTY
Notes to Financial Statements, Continued
December 31, 2018

7.

Investments, Continued

Marketable securities consist of the following at December 31, 2018:
Federal Home Loan Bank, bearing interest at a fixed rate of 2.875%,
maturing in August 2021, rated Aaa by Moody
Federal Farm Credit Bank, bearing interest at a fixed rate of 3.040%
maturing in March 2023, rated Aaa by Moody
Resolution Funding Corporation strips, bearing interest at a fixed rate
of 2.728%, maturing in July 2020, not rated
United States Treasury note, bearing interest at a fixed rate of 1.750%,
maturing in September 2019, rated Aaa by Moody

$

600,221
999,994
959,306
994,494

$

3,554,015

The marketable securities listed above were purchased in September 2018 for a combined amount of
$3,567,603, including purchased accrued interest totaling $23,299 and a net discount of $55,696.
Marketable securities have the following maturities at December 31, 2018:
Maturities (in Years)
Less than
1

1

2

Total
2018

3

United States Treasury note
Mortgage-backed securities

$

994,494
999,994

$

---

$

-959,306

$

-600,221

$

994,494
2,559,521

Total

$ 1,994,488

$

--

$

959,306

$

600,221

$ 3,554,015

Although the Federal Farm Credit Bank security was set to mature in March 2023, it was called and redeemed
in March 2019. Accordingly, it is included in the “less than one year” category in the maturity table shown
above.
8.

Losses on Reacquired Debt

During 2005, the District issued Series 2005 Electric Revenue and Refunding Bonds to advance refund
Series 1996 and Series 1999 Electric Revenue Bonds. In connection with these transactions, the District
recorded losses on reacquired debt of $243,682. This amount, which is included in deferred outflows of
resources in the Statement of Net Position, is being amortized on a straight-line basis over the remaining life
of the original debt. During 2018, amortization of the losses on reacquired debt totaled $23,991. The
amortization of the losses has been included in other deductions in the Statement of Revenues, Expenses and
Changes in Net Position.
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9.

Long-Term Debt

During 2015, the District issued a $6,350,419 Series 2015 Electric Revenue and Refunding Bond. The bond
was issued at par, and bears interest at 2.31%. The proceeds from the Series 2015 Electric Revenue and
Refunding Bond were primarily used to retire the outstanding principal balance of previously-issued Series
2005 Electric Revenue Bonds.
During 2013, the District issued $4,220,000 of Series 2013 Electric Revenue and Refunding Bonds. The
bonds were issued at a premium of $140,132, and bear interest at rates which vary from 2.00% to 4.00%. A
portion of the proceeds from the Series 2013 Electric Revenue and Refunding Bonds was used to retire the
outstanding principal balance of previously-issued Series 2002 Electric Revenue Bonds. The premium
received on the bonds is being amortized over the life of the new bonds (240 months). During 2018,
amortization of the premium on the bonds totaled $6,836. This amount has been recorded as a reduction of
interest expense in the Statement of Revenues, Expenses and Changes in Net Position.
At December 31, 2018, the District held $1,147,349 of cash restricted for bond repayment as required by the
bond covenants (see Note 5). The District is in compliance with all significant limitations and restrictions
associated with the bonds, including the debt service coverage of 1.25. Debt service coverage was 2.65 at
December 31, 2018.
A summary of changes in long-term obligations of the District for the year ended December 31, 2018 is as
follows:
Long-Term
Obligations
December 31,
2017
Series 2009 Electric Revenue
and Refunding Bonds
$ 2,790,000
Series 2013 Electric Revenue
and Refunding Bonds
3,075,000
Premium on issuance of 2013
Electric Revenue and
Refunding Bonds
108,631
Series 2015 Electric Revenue
and Refunding Bond
5,519,989
$ 11,493,620

Long-Term
Obligations
Incurred
$

$

--

Long-Term
Long-Term
Obligations
Obligations
December 31,
Paid/Amortized
2018
(165,000)

$ 2,625,000

--

(300,000)

2,775,000

310,000

--

(6,836)

101,795

--

--

(414,735)

5,105,254

429,315

(886,571)

$ 10,607,049

--

$

Due
Within
One
Year

$

$

$

170,000

909,315

13

PUBLIC UTILITY DISTRICT NO. 1 OF KITTITAS COUNTY
Notes to Financial Statements, Continued
December 31, 2018

9.

Long-Term Debt, Continued

Future debt service requirements as of December 31, 2018 are summarized as follows:

Principal

Interest

Total

Series 2009 Electric Revenue and Refunding Bonds:
2019
2020
2021
2022
2023
2024 - 2028
2029 - 2030

$

170,000
175,000
185,000
195,000
200,000
1,155,000
545,000

$

120,119
112,891
105,016
96,703
88,063
285,459
27,625

$

290,119
287,891
290,016
291,703
288,063
1,440,459
572,625

2,625,000

835,876

3,460,876

310,000
310,000
315,000
325,000
115,000
625,000
775,000

83,106
76,906
70,656
64,053
58,300
219,500
79,500

393,106
386,906
385,656
389,053
173,300
844,500
854.500

2,775,000

652,021

3,427,021

429,315
423,037
431,417
439,162
450,607
2,414,446
517,270

117,931
108,014
98,242
88,276
78,131
229,648
11,949

547,246
531,051
529,659
527,438
528,738
2,644,094
529,219

5,105,254

732,191

5,837,445

909,315
908,037
931,417
959,162
765,607
4,194,446
1,837,270

321,156
297,811
273,914
249,032
224,494
734,607
119,074

1,230,471
1,205,848
1,205,331
1,208,194
990,101
4,929,053
1,956,344

$ 10,505,254

$ 2,220,088

$ 12,725,342

Series 2013 Electric Revenue and Refunding Bonds:
2019
2020
2021
2022
2023
2024 - 2028
2029 - 2033

Series 2015 Electric Revenue and Refunding Bond:
2019
2020
2021
2022
2023
2024 - 2028
2029 - 2033

Combined Totals:
2019
2020
2021
2022
2023
2024 - 2028
2029 - 2033
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10.

Employee Benefit Plans

Public Employees’ Retirement System (PERS) Plans 1, 2 and 3
Overview
The following table represents the aggregate pension amounts for all plans subject to the requirements of the
GASB Statement 68, Accounting and Financial Reporting for Pensions for the year 2018:
Aggregate Pension Amounts – All Plans
Pension liabilities
Deferred outflows of resources
Deferred inflows of resources
Pension expense

$

748,788
182,376
299,926
95,741

All the District’s full-time and qualifying part-time employees participate in one of the statewide retirement
systems administered by the Washington State Department of Retirement Systems, under cost-sharing,
multiple-employer public employee defined benefit retirement plans. Public Employees’ Retirement System
(PERS) retirement benefit provisions are established in Chapters 41.34 RCW and 41.40 RCW and may be
amended only by the State Legislature.
The Department of Retirement Systems (DRS), a department within the primary government of the State of
Washington, issues a publicly available comprehensive annual financial report (CAFR) that includes financial
statements and required supplementary information for each plan. The DRS CAFR may be obtained by
writing to: Department of Retirement Systems, Communications Unit, P.O. Box 48380, Olympia, WA 985048380, or it may be downloaded from the DRS website at www.drs.wa.gov.
Plan Description
The Legislature established PERS in 1947. Membership in the system includes: elected officials; state
employees; employees of the Supreme, Appeals, and Superior courts; employees of the legislature; employees
of district and municipal courts; and employees of local governments. Membership also includes higher
education employees not participating in higher education retirement programs.
PERS is a cost-sharing, multiple-employer retirement system comprised of three separate plans for
membership purposes: Plans 1 and 2 are defined benefit plans and Plan 3 is a defined benefit plan with a
defined contribution component.
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10.

Employee Benefit Plans, Continued

Public Employees’ Retirement System (PERS) Plans 1, 2 and 3, Continued
Plan Description, Continued
PERS Plan 1 provides retirement, disability and death benefits. Retirement benefits are determined as 2% of
the member’s average final compensation (AFC) times the member’s years of service. The AFC is the
average of the member’s 24 highest consecutive service months. Members are eligible for retirement from
active status at any age with at least 30 years of service, at age 55 with at least 25 years of service, or at age
60 with at least five years of service. Members retiring from active status prior to the age of 65 may receive
actuarially reduced benefits. Retirement benefits are actuarially reduced to reflect the choice of a survivor
benefit. Other benefits include duty and non-duty disability payments, an optional cost-of-living adjustment
(COLA), and a one-time duty-related death benefit, if found eligible by the Department of Labor and
Industries. PERS 1 members were vested after the completion of five years of eligible service. The plan was
closed to new entrants on September 30, 1977.
PERS Plan 2/3 provides retirement, disability and death benefits. Retirement benefits are determined as 2% of
the member’s AFC times the member’s years of service for Plan 2 and 1% of AFC for Plan 3. The AFC is the
average of the member’s 60 highest-paid consecutive service months. There is no cap on years of service
credit. Members are eligible for retirement with a full benefit at 65 with at least five years of service credit.
Retirement before age 65 is considered an early retirement. PERS Plan 2/3 members who have at least 20
years of service credit and are 55 years of age or older, are eligible for early retirement with a benefit that is
reduced by a factor that varies according to age for each year before age 65. PERS Plan 2/3 members who
have 30 or more years of service credit and are at least 55 years old can retire under one of two provisions:
•
•

With a benefit that is reduced by 3% for each year before age 65; or
With a benefit that has a smaller (or no) reduction (depending on age) that imposes stricter return-towork rules.

PERS Plan 2/3 members hired on or after May 1, 2013 have the option to retire early by accepting a reduction
of 5% for each year of retirement before age 65. This option is available only to those who are age 55 or older
and have at least 30 years of service credit. PERS Plan 2/3 retirement benefits are also actuarially reduced to
reflect the choice of a survivor benefit. Other PERS Plan 2/3 benefits include duty and non-duty disability
payments, a cost-of-living allowance (based on the CPI), capped at 3% annually and a one-time duty-related
death benefit, if found eligible by the Department of Labor and Industries. PERS 2 members are vested after
completing 5 years of eligible service. Plan 3 members are vested in the defined benefit portion of their plan
after 10 years of service; or after five years of service if 12 months of that service are earned after age 44.
PERS Plan 3 defined contribution benefits are totally dependent on employee contributions and investment
earnings on those contributions. PERS Plan 3 members choose their contribution rate upon joining
membership and have a chance to change rates upon changing employers. As established by statute, Plan 3
required defined contribution rates are set at a minimum of 5% and escalate to 15% with a choice of six
options. Employers do not contribute to the defined contribution benefits. PERS Plan 3 members are
immediately vested in the defined contribution portion of their plan.
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10.

Employee Benefit Plans, Continued

Public Employees’ Retirement System (PERS) Plans 1, 2 and 3, Continued
Funding Policy
The PERS Plan 1 member contribution rate is established by State statute at 6%. The employer contribution
rate is developed by the Office of the State Actuary and includes an administrative expense component that is
currently set at 0.18%. Each biennium, the state Pension Funding Council adopts Plan 1 employer
contribution rates.
The PERS Plan 2/3 employer and employee contribution rates are developed by the Office of the State
Actuary to fully fund Plan 2 and the defined benefit portion of Plan 3. The Plan 2/3 employer rates include a
component to address the PERS Plan 1 Unfunded Actuarial Accrued Liability and an administrative expense
that is currently set at 0.18%. Each biennium, the state Pension Funding Council adopts Plan 2 employer and
employee contribution rates and Plan 3 contribution rates.
The required contribution rates expressed as a percentage of current-year covered payroll, through August 31,
2018, were as follows:

Employer*
Employee
*
**
***
****
*****

PERS Plan 1

PERS Plan 2

PERS Plan 3

12.70%**
6.00%****

12.70%**
7.38%****

12.70%***
*****

The employer rates include the employer administrative expense fee currently set at 0.18%.
The employer rate for state elected officials is 18.96% for Plan 1 and 12.70% for Plan 2 and Plan 3.
Plan 3 defined benefit portion only.
The employee rate for state elected officials is 7.50% for Plan 1 and 7.38% for Plan 2.
Variable from 5.0% minimum to 15.0% maximum based on rate selected by the PERS 3 member.

Effective September 1, 2018, the required contribution rates increased and are expressed as a percentage of
current-year covered payroll, through December 31, 2018, as follows:

Employer*
Employee
*
**
***
****
*****

PERS Plan 1

PERS Plan 2

PERS Plan 3

12.83%**
6.00%****

12.83%**
7.41%****

12.83%***
*****

The employer rates include the employer administrative expense fee currently set at 0.18%.
The employer rate for state elected officials is 19.16% for Plan 1 and 12.83% for Plan 2 and Plan 3.
Plan 3 defined benefit portion only.
The employee rate for state elected officials is 7.50% for Plan 1 and 7.41% for Plan 2.
Variable from 5.0% minimum to 15.0% maximum based on rate selected by the PERS 3 member.
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10.

Employee Benefit Plans, Continued

Public Employees’ Retirement System (PERS) Plans 1, 2 and 3, Continued
Funding Policy, Continued
Both the District and the employees made the required contributions. The District’s actual contributions, less
administrative expense fees, for the years ended December 31, 2018, 2017 and 2016 were as follows:
Year Ending December 31,
2018
2017
2016

PERS 1
$

78,850
70,982
63,210

PERS 2/3
$

116,813
99,552
79,405

Actuarial Methods and Assumptions
The total pension liability (TPL) for each of the PERS plans was determined using the most recent actuarial
valuations completed in 2018 with a valuation date of June 30, 2017. The actuarial assumptions used in the
valuation were based on the results of the Office of the State Actuary’s (OSA) 2007-2012 Experience Study
and the 2017 Economic Experience Study.
Additional assumptions for subsequent events and law changes are current as of the 2017 actuarial valuation
report. The TPL was calculated as of the valuation date and rolled forward to the measurement date of
June 30, 2018. Plan liabilities were rolled forward from June 30, 2017 to June 30, 2018, reflecting each plan’s
normal cost (using the entry-age cost method), assumed interest and actual benefit payments.
•
•
•

Inflation: 2.75% total economic inflation; 3.50% salary inflation
Salary increases: In addition to the base 3.50% salary inflation assumption, salaries are also expected
to grow by promotions and longevity
Investment rate of return: 7.40%

Mortality rates were based on the RP-2000 report’s Combined Healthy Table and Combined Disabled Table,
published by the Society of Actuaries. OSA applied offsets to the base table and recognized future
improvements in mortality by projecting the mortality rates using 100% Scale BB. Mortality rates are applied
on a generational basis; meaning, each member is assumed to receive additional mortality improvements in
each future year throughout his or her lifetime.
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Employee Benefit Plans, Continued

Public Employees’ Retirement System (PERS) Plans 1, 2 and 3, Continued
Discount Rate
The discount rate used to measure the total pension liability for all PERS plans was 7.40%. To determine that
rate, an asset sufficiency test was completed to test whether each pension plan’s fiduciary net position was
sufficient to make all projected future benefit payments of current plan members. Consistent with current law,
the asset sufficiency test included an assumed 7.50% long-term discount rate to determine funding liabilities
for calculating future contribution rate requirements. Consistent with the long-term expected rate of return, a
7.40% future investment rate of return on invested assets was assumed for the test. Contributions from plan
members and employers are assumed to continue being made at contractually required rates (including PERS
2/3 employers, whose rates include a component for the PERS 1, plan liability). Based on these assumptions,
the pension plans’ fiduciary net position was projected to be available to make all projected future benefit
payments of current plan members. Therefore, the long-term expected rate of return of 7.40% was used to
determine the total liability.
Long-Term Expected Rate of Return
OSA selected a 7.40% long-term expected rate of return on pension plan investments using a building-blockmethod. In selecting this assumption, OSA reviewed the historical experience data, considered the historical
conditions that produced past annual investment returns, and considered Capital Market Assumptions
(CMAs) and simulated expected investment returns provided by the Washington State Investment Board
(WSIB). The CMAs contain three pieces of information for each class of assets WSIB currently invests in,
including expected annual return; standard deviation of the annual return; and correlations between the annual
returns of each asset class with every other asset class. The WSIB uses the capital market assumptions and
their target asset allocation to simulate future investment returns at various future times.
Estimated Rates of Return by Asset Class
Best estimates of arithmetic real rates of return for each major asset class included in the pension plan’s target
asset allocation as of June 30, 2018, are summarized in the table below. The inflation component used to
create the table is 2.20% and represents WSIB’s most recent long-term estimate of broad economic inflation.

Asset Class
Fixed income
Tangible assets
Real estate
Global equity
Private equity
Total

Target
Allocation
20.00%
7.00%
18.00%
32.00%
23.00%

Long-Term Expected Real
Rate of Return
1.70%
4.90%
5.80%
6.30%
9.30%

100.00%
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Employee Benefit Plans, Continued

Public Employees’ Retirement System (PERS) Plans 1, 2 and 3, Continued
Net Pension Liabilities, Pension Expense (Revenue), Deferred Outflows of Resources and Deferred
Inflows of Resources Related to Pensions
At December 31, 2018, the District reported a total net pension liability of $748,788 for its proportionate
share of the net pension liabilities, as follows:
PERS 1
PERS 2/3

$

503,143
245,645

Total

$

748,788

The District’s proportionate shares of the collective net pension liability for the measurement dates of
June 30, 2018 and 2017 were as follows:

PERS 1
PERS 2/3

Proportionate
Share
June 30, 2018

Proportionate
Share
June 30, 2017

Change in
Proportionate
Share

0.0112660%
0.0143870%

0.0105380%
0.0132477%

0.0007280%
0.0011393%

Employer contribution transmittals received and processed by DRS for the PERS fiscal year ended June 30
are used as the basis for determining each employer’s proportionate share of the collective pension amounts
reported by DRS in the Schedules of Employer and Nonemployer Allocations.
The collective net pension liability was measured as of June 30, 2018, and the actuarial valuation date on
which the total pension liability is based was as of June 30, 2017, with update procedures used to roll forward
the total pension liability to the measurement date.
For the year ended December 31, 2018, the District recognized pension expense (revenue) as follows:
PERS 1
PERS 2/3

$

80,068
15,672

Total

$

95,740

Pension expense allocated to clearing accounts totaled $10,376 in 2018.
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10.

Employee Benefit Plans, Continued

Public Employees’ Retirement System (PERS) Plans 1, 2 and 3, Continued
Net Pension Liabilities, Pension Expense (Revenue), Deferred Outflows of Resources and Deferred
Inflows of Resources Related to Pensions, Continued
At December 31, 2018, the District reported deferred outflows of resources and deferred inflows of resources
related to pensions from the following sources:
Deferred Outflows
of Resources

PERS 1
Contributions made subsequent to the measurement date
Net difference between projected and actual
investment earnings on pension plan investments

$

40,625

Deferred Inflows
of Resources
$

--

--

19,995

59,894
48,873
30,110
2,874

-16,275
43,008
69,909

--

150,739

PERS 2/3
Contributions made subsequent to the measurement date
Net change in proportionate share
Differences between expected and actual experience
Changes in assumptions or other inputs
Net difference between projected and actual
investment earnings on pension plan investments
Total

$

182,376

$

299,926

The amounts reported at December 31, 2018 as deferred outflows of resources related to pensions resulting
from employer contributions made subsequent to the measurement date, totaling $100,519, will be recognized
as a reduction of the net pension liability and pension expense in the year ending December 31, 2018.
At December 31, 2018, other amounts reported as deferred outflows of resources and deferred inflows of
resources related to pensions will be recognized in pension expense (revenue) as follows:
Year Ending December 31,
2019
2020
2021
2022
2023
Thereafter

PERS 1

PERS 2/3

Total

$

875
(4,371)
(13,116)
(3,383)
---

$

(12,499)
(46,168)
(88,425)
(30,325)
(8,805)
(11,852)

$

(11,624)
(50,539)
(101,541)
(33,708)
(8,805)
(11,852)

$

(19,995)

$

(198,074)

$

(218,069)

The average of the expected remaining service lives (in years) of all employees that are provided with
pensions through the Plans (active and inactive employees) determined at July 1, 2017, the beginning of the
measurement period ended June 30, 2018, is zero and 7.2 years for PERS 1 and PERS 2/3, respectively.
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10.

Employee Benefit Plans, Continued

Public Employees’ Retirement System (PERS) Plans 1, 2 and 3, Continued
Sensitivity of the Employer’s Proportionate Share of the Net Pension Liability to Changes in the Discount
Rate
The following table presents the District’s proportionate share of the net pension liability at December 31,
2018 calculated using the discount rate of 7.4%, as well as what the District’s proportionate share of the net
pension liability would be if it were calculated using a discount rate that is one percentage point lower or one
percentage point higher than the current rate:
1% Decrease
(6.4%)
District’s proportionate share of:
PERS 1 net pension liability
PERS 2/3 net pension liability
Total

Current Rate
(7.4%)

1% Increase
(8.4%)

$

618,332
1,123,587

$

503,143
245,645

$

403,367
(474,169)

$

1,741,919

$

748,788

$

(70,802)

Pension Plan Fiduciary Net Position
Detailed information about the State’s pension plans’ fiduciary net position is available in the separately
issued DRS financial report.
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10.

Employee Benefit Plans, Continued

Other Postemployment Benefits
GASB Statement No. 75 (GASB No. 75), Accounting and Financial Reporting for Postemployment Benefits
Other Than Pensions, established standards for recognizing and measuring liabilities, deferred outflows of
resources, deferred inflows of resources, and expense/expenditures by state and local governments for
postemployment benefits other than pensions (other postemployment benefits or OPEB). For defined benefit
OPEB, this Statement identifies the methods and assumptions that are required to be used to project benefit
payments, discount projected benefit payments to their actuarial present value, and attribute that present value
to periods of employee service. The District has one OPEB plan that is accounted for in accordance with
GASB No. 75, as described below.
Plan Description
In addition to the pension benefits described above, the District participates in a defined benefit plan
administered by the Health Care Authority (HCA), which provides medical, prescription drug, dental, vision,
disability and long-term care coverage. Per RCW 41.05.065, the Public Employees Benefits Board (PEBB),
created within the HCA, is authorized to design benefits and determine the terms and conditions of employee
and retired employee participation and coverage. PEBB establishes eligibility criteria for both active
employees and retirees, and offers retirees access to all benefits administered by HCA. However, PEBB
employers primarily provide monetary assistance, or subsidies, only for medical, prescription drug and vision
insurance.
The relationship between the PEBB plan and its member employers and their employees and retirees is not
formalized in a contract or plan document. Rather, the benefits are provided in accordance with a substantive
plan. A substantive plan is one in which the plan terms are understood by the employers and plan members.
This understanding is based on communications between the HCA, employers and plan members, and the
historical pattern of practice regarding the sharing of benefit costs.
GASB No. 75 establishes the standards for measurement, recognition and reporting of non-pension
postemployment benefits, including medical, dental and vision insurance benefits offered to retirees. The
ability for retirees to obtain coverage at rates similar to active employees constitutes a significant economic
benefit to retirees. GASB No. 75 requires that the District recognize the implicit cost of its retiree
postemployment benefit plan during the period of the employee’s active employment while the benefits are
being earned.
The Office of the State Actuary, a department within the primary government of the State of Washington,
issues a publicly available Other Post-Employment Benefits Actuarial Valuation Report. The Other PostEmployment Benefits Actuarial Valuation Report may be obtained by writing to: Office of the State Actuary,
P.O. Box 40914, Olympia, Washington 98504-0914, or it may be downloaded from the Office of the State
Actuary website at http://leg.wa.gov/OSA.
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Employee Benefit Plans, Continued

Other Postemployment Benefits, Continued
Plan Description, Continued
Subsidies
The HCA administers PEBB plan benefits. For medical insurance coverage, the HCA has two claims pools:
one covering employees and non-Medicare eligible retirees, and the other covering retirees enrolled in
Medicare Parts A and B. Each participating employer pays a portion of the premiums for active employees.
For retirees, participating employers provide two different subsidies: an explicit subsidy and an implicit
subsidy.
The explicit subsidy permitted under RCW 41.05.085 is a fixed dollar amount for a specific group of retirees.
The explicit subsidy lowers the monthly premium paid by retired members enrolled in Medicare Parts A and
B. PEBB determines the amount of the explicit subsidy annually. The explicit subsidy was $150 per member
per month for both 2018 and 2017.
The implicit subsidy established under RCW 41.05.022 is more complex because it is not a direct payment
from the employer on behalf of the retiree. Because retirees covered by the implicit subsidy pay premiums
based on claims experience for employees and non-Medicare eligible retirees who are typically younger and
healthier, their premiums are lower than they would be if they were insured separately. The subsidy is the
difference between the age-based claims costs and the premium paid by the retirees.
Administrative costs, as well as explicit and implicit subsidies, are funded by required contributions from
participating employers. The subsidies provide monetary assistance for medical benefits. Contributions are set
each biennium as part of the State’s budget process. No assets are accumulated in a trust that meets the
criteria in paragraph 4 of GASB Statement 75. The District covers OPEB costs when they come due, on a
pay-as-you-go basis.
Because the District has fewer than 100 employees (active and inactive) that are provided with OPEB through
the plan, the District qualifies to use the alternative measurement method for calculating the OPEB liability.
Employees Covered by Benefit Terms
As of December 31, 2018, the following employees are covered by the benefit terms:
Inactive employees or beneficiaries currently receiving benefit payments
Inactive employees entitled to but not yet receiving benefit payments
Active employees

2
0
18
20

The active employees have an average age of 48.9 as of December 31, 2018, and an average of 4.9 years of
service.
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Employee Benefit Plans, Continued

Other Postemployment Benefits, Continued
OPEB Liabilities, OPEB Expense (Expense Offset), and Deferred Outflows of Resources and Deferred
Inflows of Resources Related to OPEB
As of December 31, 2018, the District reported a total OPEB liability of $476,959 related to this plan. The net
OPEB liability was measured as of June 30, 2018 and was determined by using the alternative measurement
method.
For the year ended December 31, 2018, the District recognized OPEB expense of $28,830 related to this plan.
Since the District records costs as they come due, there are no deferred outflows of resources for contributions
to the OPEB plan. In accordance with the alternative measurement method, no deferred outflows of resources
and deferred inflows of resources related to OPEB from any other sources are reported.
Actuarial Assumptions
The total OPEB liability as of June 30, 2018 was determined using the following assumptions and other
inputs, applied to all periods included in the measurement:
Discount rate*:
Beginning of measurement year
End of measurement year

3.58%
3.87%

Projected salary changes

3.75% + service-based increases

Healthcare cost trend rate**:

Initial rate is approximately 7%,
trends down to about 5% in 2080

Mortality rates:
Base mortality table
Age setback
Mortality improvements
Projection period
Inflation rate

Healthy RP-2000
1 year
100% Scale BB
Generational
3%

Post-retirement participation percentage

65%

Percentage with spouse coverage

45%

*
**

Source: Bond Buyer General Obligation 20-Bond Municipal Index.
Trent rate assumptions vary slightly by medical plan. For additional detail on the healthcare
trend rates, see Office of the State Actuary’s 2017 PEBB OPEB Actuarial Valuation Report.
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Other Postemployment Benefits, Continued
Changes in the Total OPEB Liability
The following table shows the changes in the total OPEB liability for the fiscal year ended December 31,
2018:
Balance at December 31, 2017

$ 451,505

Service cost
Interest
Changes in experience data and assumptions
Benefit payments

40,238
17,545
(28,953)
(3,376)

Increase in net OPEB liability

25,454

Net OPEB obligation, end of year

$ 476,959

Sensitivity of the Net OPEB Liability to Changes in the Discount Rate
The following presents the net OPEB liability reported by the District calculated using the discount rate of
3.87%, as well as what the net OPEB liability would be if it were calculated using a discount rate that is one
percentage point lower or higher than the current rate:
1% Decrease
(2.87%)
Employer’s proportionate share of
the net OPEB liability (asset)

$

Current Rate
(3.87%)

581,137 $

476,959

1% Increase
(4.87%)
$

395,618

The following presents the total OPEB liability reported by the District calculated using the current healthcare
cost trend rate, as well as what the total OPEB liability would be if it were calculated using a healthcare cost
trend rate that is one percentage point lower or higher than the current rate:
1% Decrease
Employer’s proportionate share of
the net OPEB liability (asset)

$

Current Rate

383,823 $

476,959

1% Increase
$

601,703

26

PUBLIC UTILITY DISTRICT NO. 1 OF KITTITAS COUNTY
Notes to Financial Statements, Continued
December 31, 2018

10.

Employee Benefit Plans, Continued

Deferred Compensation Plans
The District offers its employees a deferred compensation plan created in accordance with Internal Revenue
Code Section 457. This plan permits eligible employees to defer a portion of their salary until future years.
Deferred compensation is available to employees following separation of employment, retirement, death, or
unforeseeable emergency without penalty. The plan assets are held in trust for the exclusive benefit of Plan
participants and beneficiaries and as such are not included in the District’s financial statements.
The District also sponsors a 401(k) Plan that is funded by contributions from the District and participating
employees. The benefits available upon retirement depend on the amounts contributed by the employees and
the performance of the investments chosen by the plan participants. The assets of the plan are the sole
property of the Plan participants and are not subject to the claims of the District’s general creditors. Plan
participants may obtain loans from their plan account which must be paid back during the period of their
employment. Other plan benefits are not available to plan participants until termination, retirement, or death.
Withdrawals may only be made following attainment of the retirement age of 59-½, disability, death, or
severance from employment. Distributions made before the age of 59-½ are subject to penalties.
The 401(k) Plan was “frozen” during 2015, pending a ruling by the Internal Revenue Service (IRS) regarding
certain plan provisions. Subsequently, the District’s contributions, and earnings thereon, were placed in a trust
account and employee deferrals were suspended until the IRS issued its ruling. During 2017, the IRS ruled
that the Plan was in compliance with applicable provisions and the Plan was “unfrozen.” Amounts that had
been placed in the trust account were released and were contributed to the Plan.
Contributions to the 401(k) Plan for the years ended December 31, 2018, 2017 and 2016, respectively, were
as follows:
Employer
2018
2017
2016

$

98,065
291,692
--

Employee
$

80,071
10,855
--

27

PUBLIC UTILITY DISTRICT NO. 1 OF KITTITAS COUNTY
Notes to Financial Statements, Continued
December 31, 2018

11.

Commitments and Contingencies

Pending Litigation
The District is occasionally named as a defendant in lawsuits arising principally in the normal course of
operations. In the opinion of management, the outcome of these lawsuits will not have a material adverse
effect on the accompanying financial statements and, accordingly, no provision for loss has been recorded in
the financial statements.
During 2012, the District and Commissioners, along with the former General Manager, were named as codefendants in a lawsuit filed in Yakima County Superior Court, State of Washington (“the Court”), by a
former employee alleging age discrimination and wrongful termination and claiming damages of $2,000,000.
Management of the District believed the action was without merit and subsequently filed a motion for
dismissal of the charges with the Court; on May 15, 2015, an order of dismissal was granted. The order of
dismissal was appealed. On September 13, 2016 the Washington Court of Appeals, Division III, upheld the
order of summary judgement entered by the trial court. On October 19, 2017, the Washington Supreme Court
reversed the summary judgment dismissal. In February 2019, this matter was resolved in mediation to the
mutual satisfaction of the parties.
Risk Management
The District maintains insurance coverage against normal hazards through Federated. Insurance coverage
purchased through Federated includes:
All-risk Blanket:
Physical damage to property
Public liability
Crime coverage
Commercial Umbrella:
Occurrence limit
Directors, Officer, Managers:
Limit of liability

$ 9,023,098
2,000,000
4,000,000
20,000,000
7,000,000

Risks and Uncertainties
The District is subject to certain business risks that could have a material impact on future operations and
financial performance. These risks include prices on the wholesale market for short-term power; interest rates;
water conditions; weather and natural disaster-related disruptions; fish and other Endangered Species Act
issues; Environmental Protection Agency regulations; Federal government regulations or orders concerning
operations, maintenance and licensing of facilities; other governmental regulations; and the deregulation of
the electric utility industry.
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Commitments and Contingencies, Continued

Power Purchase Contracts
Bonneville Power Administration (BPA) – During 2008, the District executed a new Power Sales Agreement
with Bonneville Power Administration (BPA). Under the wholesale power purchase contract, the District is
committed to purchase its BPA Tier 1 electric power and energy requirements from BPA through September
2028. BPA Tier 1 charges for the Load Following Product will be passed through to the District using BPA
billing determinants and including any credits or discounts such as low-density discounts and irrigation rate
mitigation program credits.
Grant County PUD – The District has an agreement with Grant County PUD to receive .14% of the output
from each of the Priest Rapids and Wanapum projects. The District has assigned the Priest Rapids and
Wanapum shares to BPA for the period from October 1, 2011 through September 30, 2019. BPA will manage
actual scheduled output from the District’s shares and provide credits and charges for generation amounts that
differ from the planned amounts. Under the terms of the contract with Grant County PUD, the District’s
payments are subject to annual "true up" adjustments at the end of each operating year. The 2018 "true up"
adjustment resulted in an additional payment to Grant County PUD in the amount of $9,322, which has been
accrued in accounts payable and accrued expenses in the December 31, 2018 Statement of Net Position.
Clallam County PUD – Effective October 1, 2011, the District entered into a contract with Clallam County
PUD to sell its .25% customer purchase allocation through 2028. Clallam County PUD is responsible for the
annual costs associated with the allocation.
Other Contracts and Agreements
The District is a party to various other contracts and agreements in connection with its operations, including
the following:
•
•
•
•
•

Puget Sound Energy (PSE) – interconnection services;
PSE and the City – mutual assistance agreements;
Grant County PUD No. 2 – power distribution;
U.S. Department of the Interior, Bureau of Reclamation – power transmission service;
I-Net – usage and annual operational costs.
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12.

Prior Period Adjustment

GASB Statement No. 75 became effective for the District during 2018 (see Note 2). Implementation of GASB
Statement No. 75 impacted the District’s liabilities and net position for the year ended December 31, 2017.
For defined benefit OPEB, this Statement identifies the methods and assumptions that are required to be used
to project benefit payments, discount projected benefit payments to their actuarial present value, and attribute
that present value to periods of employee service.
The effects of the retroactive implementation of GASB Statement No. 75 require a restatement of the
financial statements as of December 31, 2017, as follows:
As Previously
Reported

As
Restated

Statement of Net Position
Postretirement benefit obligation
Net position

$

126,352
22,364,773

$

451,505
22,039,620

30

Required Supplementary Information

PUBLIC UTILITY DISTRICT NO. 1 OF KITTITAS COUNTY
Schedule of Employer's Share of the Net Pension Liability - PERS Plan 1
Last 10 Plan Years *

Plan Year

Employer's
Portion of NPL

2014
2015
2016
2017
2018

0.0096178%
0.0110382%
0.0111806%
0.0105380%
0.0112660%

Employer's
Proportionate
Share of NPL
(a)

$

484,500
577,402
600,449
500,036
503,143

Employer's
Covered
Employee Payroll
(b)

$

23,696
23,480
21,953
11,317
-

Employer's
NPL as a
Percentage of
Covered Payroll
( a/b )

Plan Net Position
as a Percentage
of Total Pension
Liability

2044.65%
2459.12%
2735.16%
4418.45%
N/A

59.10%
61.19%
57.03%
61.24%
63.22%

* GASB Statement No. 68 requires 10 years of information to be presented in this table. However, until
a full 10-year trend is compiled, the District will present information for those years for which information
is available.
Data reported is measured as of June 30, 2018.

See Notes to PERS Plan Schedules.
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Schedule of Employer's Share of the Net Pension Liability - PERS Plan 2/3
Last 10 Plan Years *

Plan Year

Employer's
Portion of NPL

2014
2015
2016
2017
2018

0.0118211%
0.0136484%
0.0137733%
0.0132477%
0.0143870%

Employer's
Proportionate
Share of NPL
(a)

$

238,947
487,664
693,475
460,294
245,645

Employer's
Covered
Employee Payroll
(b)

$

1,096,645
1,215,319
1,305,478
1,319,550
1,503,511

Employer's
NPL as a
Percentage of
Covered Payroll
( a/b )

Plan Net Position
as a Percentage
of Total Pension
Liability

21.79%
40.13%
53.12%
34.88%
16.34%

93.29%
89.20%
85.82%
90.97%
95.77%

* GASB Statement No. 68 requires 10 years of information to be presented in this table. However, until
a full 10-year trend is compiled, the District will present information for those years for which information
is available.
Data reported is measured as of June 30, 2018.

See Notes to PERS Plan Schedules.
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Schedule of Contributions - PERS Plan 1
Last 10 Fiscal Years *

Statutorily
Required
Contributions
(a)

Fiscal
Year

Actual
Contributions
(b)

*
2013
2014
2015
2016
2017
2018

$

Employer's
Covered
Employee
Payroll
(c)

Contributions
Deficiency
(Excess)
( a-b )

Contributions
as a Percentage
of Covered
Employee Payroll
( b/c )

**
34,024
49,796
57,084
63,210
70,982
78,850

$

34,024
49,796
57,084
63,210
70,982
78,850

$

-

$

20,326
24,761
22,365
21,938
-

167.39%
201.11%
255.24%
288.13%
-

* GASB Statement No. 68 requires 10 years of information to be presented in this table. However, until
a full 10-year trend is compiled, the District will present information for those years for which information
is available.
* The calculation for statutorily required contributions has been reduced by the 0.18% that applies to the
employer administrative expense fee.
** A portion of the employer contribution for PERS Plan 2/3 is allocated to PERS Plan 1 to fund the
unfunded actuarially accrued liability as required by RCW 41.45.060.
Data reported is measured as of December 31, 2018.

See Notes to PERS Plan Schedules.
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PUBLIC UTILITY DISTRICT NO. 1 OF KITTITAS COUNTY
Schedule of Contributions - PERS Plan 2/3
Last 10 Fiscal Years *

Statutorily
Required
Contributions
(a)

Fiscal
Year

Actual
Contributions
(b)

*
2013
2014
2015
2016
2017
2018

$

48,008
58,922
70,461
79,405
99,552
116,813

Employer's
Covered
Employee
Payroll
(c)

Contributions
Deficiency
(Excess)
( a-b )

Contributions
as a Percentage
of Covered
Employee Payroll
( b/c )

**
$

48,008
58,922
70,461
79,405
99,552
116,813

$

-

$

990,459
1,179,211
1,246,585
1,274,568
1,447,558
1,557,570

4.85%
5.00%
5.65%
6.23%
6.88%
7.50%

* GASB Statement No. 68 requires 10 years of information to be presented in this table. However, until
a full 10-year trend is compiled, the District will present information for those years for which information
is available.
* The calculation for statutorily required contributions has been reduced by the 0.18% that applies to the
employer administrative expense fee.
** A portion of the employer contribution for PERS Plan 2/3 is allocated to PERS Plan 1 to fund the
unfunded actuarially accrued liability as required by RCW 41.45.060.
Data reported is measured as of December 31, 2018.

See Notes to PERS Plan Schedules.
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1.

Changes in Benefit Terms

There were no changes in benefit terms during the Plan year ended June 30, 2018.
2.

Changes in Composition of the Population

There were no changes in the composition of the populations during the Plan year ended June 30, 2018.
3.

Changes in Assumptions

PERS lowered the assumed valuation interest rate from 7.70% to 7.50%, and the investment rate of return
from 7.50% to 7.40%. PERS also lowered the assumed total economic inflation rate from 3.00% to
2.75%, and the general salary inflation rate from 3.75% to 3.50%.
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PUBLIC UTILITY DISTRICT NO. 1 OF KITTITAS COUNTY
Schedule of Changes in the Total OPEB Liability and Related Ratios - PEBB
Last 10 Fiscal Years *

2018
Total OPEB liability, beginning of year

$

Service cost
Interest
Changes in benefit terms
Changes in exeperience data and assumptions
Benefit payments

451,505
40,238
17,545
(28,953)
(3,376)

Net change in total OPEB liability

25,454

Total OPEB liability, end of year

$

Employer's covered employee payroll

$ 1,381,053

Total OPEB liability as a percentage of covered payroll

476,959

34.54%

* GASB Statement No. 75 requires 10 years of information to be presented in this table. However, until
a full 10-year trend is compiled, the District will present information for those years for which information
is available.

See Notes to OPEB PEBB Plan Schedule.
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Notes to OPEB PEBB Plan Schedule
December 31, 2018

1.

Changes in Benefit Terms

There were no changes in benefit terms during the PEBB Plan year ended June 30, 2018.
2.

Changes in Assumptions

During the PEBB Plan year ended June 30, 2018, the PEBB revised the healthcare cost trend rates and
retiree contributions to reflect increases based on revised projections. The retiree contributions are in line
with the healthcare cost trend rates. In addition, the assumed interest rates are now based on the 20-year
municipal bond indices per GASB No. 75 requirements.
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