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Independent Aud itor's Report
The Board of Lig ht Co mmi ss ione rs
Town of Middleton , Ma ssac husetts

Report on the Financia l Statements
I have audited the accompanying financ ia l state ments of the Middleton Elect ric Light Department an
enterpri se fund of the Town of Middl eto n, Massa chu setts, as of and fo r the yea r ended Dece mber 3 1,
20 19, and the relate d notes to the fin anc ia l stateme nts, as listed in the table of conte nts.

Management's Responsibility for the Financial Statements
Manage ment is responsible for the prepara tion and fair pre se ntation of these financial state ments in
acco rdance w ith acco untin g principle s ge nerally accepted in the United States of America; this inc lude s
the desig n, implementatio n and maintenance of interna l co ntro l relevant to the preparat io n and fair
presentation of finan cia l state ment s that are free from mate ria l misstate ments, w het her due to fraud or
error.

Auditor's Respon sibility
My respons ibility is to express an op inion on these fin anc ial statements based o n my aud it. I cond ucted
my audit in accorda nce w ith auditin g standards genera lly acce pted in the Unit ed States of Amer ica and
the stand ards appl icab le to finan cia l audit s co nta ined in Government Aud iting Standards , issued by the
Co mptr o ller Ge neral of the Un ited States. Those standard s requ ire that I plan and perform the audit to
obtain reaso nable assurance about whethe r the financi al statements are free of mate rial misstate ment.
An audit invo lves pe1fon nin g procedure s to obta in audit ev idence abo ut the amount s and disc losures in
the finan cia l state ments. The pro ced ure s se lected depend on the auditor's jud gment, including the
assessme nt of the risks ofa mat erial misstate ment of the financial state ment s, whether du e to fraud or
error. In making tho se risk assess ments, the au ditor co ns ider s internal contro l releva nt to the
Department ' s preparat ion and fa ir presentation of the financia l state ments in orde r to des ign audit
pro ced ures that are appro priate in the c ircumsta nces, but not fo r the purpose of exp ress ing an opini on o n
the effecti veness of the Department 's internal co ntro l. Accord ing ly, we express no such opini on . A n
audit also includes eva luating the appropriateness of acco unting princip les use d and the rea so nab leness of
s ignificant acco untin g est imat es made by manageme nt, as we ll as eva luat ing the overa ll pre sentation of
the financi al statement s.
I be lieve that the audit ev idence I have obtai ned is sufficient and appro priate to provide a basis fo r my
audit op inion.

Opinion
In my op inion, the financia l state ments referred to above prese nt fa irly, in all mate ria l respec ts, the
financia l pos ition of the Middl eto n Electric Light Depart ment of the Tow n of M iddl eton , Ma ssac husetts,
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as of December 31, 2019, and the changes in financial position and cash flows for the year then ended in
conformity with accounting principles generally accepted in the United States of America.
Other Matters
As discussed in Note I, the financial statements present only the Middleton Municipal Light Plant and do
not purport to, and do not, present fairly the financial position of the Town of Middleton, Massachusetts
as of December 31, 2019, and the changes in its financial position and its cash flows in conformity with
accounting principles generally accepted in the United States of America.
Required Supplementary Information
Accounting principles generally accepted in the United States of America require that the Management's
Discussion and Analysis on pages 5 through 7 and the pension and OPEB schedules on pages 27 through
29 be presented to supplement the basic financial statements. Such information, although not a part of the
basic financial statements, is required by the Government Auditing 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. I 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 regarding 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 obtained during the audit of the basic
financial statements. I do not express an opinion or provide any assurance on the information because the
limited procedures do not provide sufficient evidence to express an opinion or provide any assurance.
Other Reporting Required by Government Auditing Standards
In accordance with Government Auditing Standards l have also issued my report dated September 3, 2020
on my consideration of the Middleton Electric Light Department's internal control over financial
reporting and on my tests of its compliance with certain provisions of laws, regulations, contracts, grant
agreements and other matters. The purpose of that report is to describe the scope of our testing of internal
control over financial reporting and compliance and the results of that testing and not to provide an
opinion on the internal control over financial reporting or on compliance. That report is an integral part
of an audit performed in accordance with Government Auditing Standards in considering the Middleton
Electric Light Department's internal control over financial reporting and compliance.

~z;?~
Bill Fraher, CPA
September 3, 2020
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Bill Fraher. CPA
2A Brown Street
Provi ncetown, MA 02657

Te l: 617-699-2877
Fax: 617-830-9393
bfrahcr2877 (@aol.com

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTH ER MATT ERS BAS ED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANC E WITH GOVERNMENT
AUDITING ST AND ARDS

T he Board of Light Co mmi ss ioners
Tow n of Middl eto n, Massa chu se tts
I ha ve audited, in acco rdance w ith audit ing standards genera lly acce pted in the Un ited States o f Ame rica
and the standard s applicab le to financial aud its co ntain ed in Governm ent Aud iting Standards issued by
the Co mptr o ller Genera l of the Un ited State s, the financi al statement s of the Middl eton Electric Light
Department (the Department) , an enterp rise fund of the Town of Middl eton, Ma ssachusett s, as o f and for
the yea r ended Dece mb er 3 1, 20 19, and the relate d notes to the financia l state ments, and have iss ued my
report thereo n date d Septe mb er 3, 2020.

Internal Control Over Financia l Reporting
In p lannin g and perfor min g my audit of the financia l statements , I considered the Department 's internal
con tro l over financial reportin g ( interna l co ntro l) to det ermin e the audit procedur es that are appropriate in
the circum stances for the purpo se of ex press ing my opini ons on the financia l statements, but not for the
purpose of express ing an opini on on the effect iveness of the Middleton Elect ric Light Depart ment 's
internal control. Accordin gly, I do not express an opini o n on the effect iveness of the Middleton Elect ric
Light Department 's interna l co ntro l.
A defici ency in internal co ntrol exists when the de sign or ope rati on of a control doe s not a llow
man age ment or empl oyees, in the norm al co urse o f perfonn ing the ir ass igned fun ctio ns, to preve nt, or
detect and co rrect missta tements on a time ly basis. A mate rial weak ness is a deficiency , or combin ation
of defic iencies , in internal contro l such that there is a reaso nab le possibili ty that a material misstatement
of the Departme nt's finan cial statements w ill not be preve nted, or detected and corrected on a timel y
basis. A sig nificant defic iency is a deficiency , o r co mbin at ion o f deficiencies , in internal cont ro l that is
less seve re than a mat erial weakne ss, ye t important enough to merit atte nt ion by tho se charge s w ith
gove rnance.
My considera tion of internal co ntro l was fo r the limited purp ose described in the fir st paragr aph of this
sec tion and was not des igned to ide ntify all deficiencie s in internal contro l that might be mat erial
wea kne sses o r sign ifica nt deficiencies . Give n these limitat ions, durin g my audit I did not identify any
deficiencie s in internal co ntrol that I co nsider to be material wea knesses. Howeve r, materia l weak nesses
may ex ist tha t have not been identifi ed.
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Compliance and Other Matters
As part of obtaining reasonable assurance about whether the Middleton Electric Light Department's
financial statements are free of material misstatement, I performed tests of its compliance with certain
provisions of laws, regulations, contracts and grant agreements, noncompliance with which could have a
direct and material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of my audit and, accordingly, I do not
express such opinion. The results of my tests disclosed no instances of noncompliance or other matters
that are required to be reported herein under Government Auditing Standards.
I noted certain matters that I reported to management and Board of the Middleton Electric Light
Department in a separate letter dated September 3, 2020.
Purpose of this Report
This purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the Department's
internal control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the Department's internal control and compliance.
Accordingly, this communication is not suitable for any other purpose

~~~
Bill Fraher, CPA
September 3, 2020
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MANAGEMENT'S DISCUSSION AND ANALYSIS
In this section of the financial statements, the management of the Middleton Electric Light Department
(the Department) provides a narrative discussion of the amounts that appear in the Department's
Statement of Net Position, Statement of Revenues, Expense and Changes in Net Position and Statement
of Cash Flows. This discussion is provided to present an overview of the Department's year end financial
position for December 31, 2019 and the results of operations for the year then ended.
Overview of the Financial Statements
The Department's basic financial statements include two fund types, a proprietary fund type for all
Department activity except for the Other Post-Employment Benefits (OPEB) trust fund, which is
considered a fiduciary fund type. For both fund types, the 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 at the time liabilities are incurred, regardless of when the related cash
flows take place. The proprietary fund includes a Statement of Net Position, Statement of Revenues,
Expense and Changes in Net Position and Statement of Cash Flows. The fiduciary fund type presents a
Statement of Fiduciary Net Position and a Statement of Changes in Fiduciary Net Position. Notes follow
these financial statements to present additional information on some of the amounts in the financial
statements. Financial highlights from these statements are presented below.
•

The Statement of Net Position is designated to indicate our financial position as of a specific
point in time. At December 31, 2019, our net position is $24,483,863, which is an increase of
$2,289, 122 ( 10.3%) from the prior year amount of $22,194,741. Of the total net position at
December 31, 2019, $12.50 million is the net investment in capital assets ($11.96 million last
year) and $11.98 million is unrestricted ($10.24 million last year).

•

The Statement of Revenues, Expenses and Changes in Net Position shows our operating results
and reveals how much, if any, profit was made for the year. This statement shows a total increase
in net position (net income) of $2,289,122 for the year ended December 31, 2019, compared with
net income of $140,851 for the year ended December 31, 2018. This difference was due mainly
to a large increase in investment income due to market factors, and lower power costs.

•

The Statement of Cash Flows provides information about the cash receipts and cash payments
during the year. A review of our Statement of Cash Flows indicates that cash receipts from
operating activities adequately cover our operating expenses.

•

The total OPEB liability at December 31, 2019 is $1,464,972 and the net OPEB liability is
$481,379. The Department funded this liability with $250,000 in contribution to the OPEB trust
in 2017 and $300,000 in 2018. No contribution was made for 2019. The OPEB trust balance at
December 31, 2019 is $983,593.

•

The total Net Pension Liability (NPL) in the financial statements is $4,219,930. The NPL is
being amortized through increased assessments from the Essex Regional Retirement System with
a target date of 2035 for full liability amortization.
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MANAGEMENT'S DISCUSSION AND ANALYSIS
Summary financial infonnation is presented below. Amounts for 2018 have been restated due to the
implementation of GASB Statement No, 75, Accounting and Financial Reporting for Postemployment
Benefits Other Than Pensions.
Summary of Net Position
2018

2019
Current Assets
Noncurrent Assets
Total Assets

$17,490,300
12,508,342
29,998,642

$15,401,015
11,959,527
27,360,542

Deferred Outflows

830,280

918,611

1,490,502
4,782,277
6,272,779

1,224,054
4,621,358
5,845,412

72,280

239,000

12,508,342
11,975,521

11,959,527
10,235,214

$24,483.863

$22,194741

Current Liabilities
Noncurrent Liabilities
Total Liabilities
Deferred Inflows
Net Position:
Invested in Capital Assets, Net of Related Debt
Unrestricted
Total Net Position

Larger changes are: I) an increase in capital assets due to various additions, 2) an increase in cash and
investments due to net income and 3) increase in net position due to current year results.
Summary of Changes in Net Position
2019
Operating Revenues
Operating Expenses
Operating Income
Nonoperating Revenues (Expenses)
Changes in Net Position
Beginning Net Position
Ending Net Position
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2018

$13,772,857
12,484,064
1,288,793

$14,479,853
13,459,853
1,020,130

1,000,329
2,289,122

(879,279)
140,851

22,194,741

22,053,890

$24 483,863

$22 ]94.741

MANAGEMENT'S DISCUSSION AND ANALYSIS

Financial Highlights
Operating revenues decreased, totaling $14,479,853 for 2018 and $13,772,857 for 2019, a decrease of
4.9%. Actual customer kilowatt hour sales to customers decreased approximately 3.0% and overall
revenue from customer charges decreased 3.2%. There were no rate changes in 2019. Other operating
revenues also decreased due to work performed by Department that was paid for by developers
Operating expenses decreased from $13,459,723 in 2018 to $12,484,064 in 2019, a decrease of7.2%.
Most of this was due to a decrease in purchased power costs due to spot market prices and the decrease in
customer demand.
The Department saw its investment income increase from a loss of $656,279 in 2018 to a gain of
$1,176,429 in 2019 due to favorable investment returns in 2019 (market factors).
Capital Assets & Debt Administration
Total net capital assets were $11,959,527 at December 31, 2018 and $12,508,342 at December 31, 2019,
an increase of 4.6%. Capital assets include land, buildings, structures and improvements, equipment and
furnishings and infrastructure. There were approximately $1,260,000 in capital additions in 2019, the
largest for vehicles and line improvements. Additions, net of retirements, were more than depreciation
for the year resulting in the increase in net capital assets.
The Department has no outstanding debt at December 31, 2019 nor was any debt outstanding during the
year.
Requests for Information
This financial report is designed to provide a general overview of the Middleton Electric Light
Department's finances for all those interested in the Department's financial operations. Questions
concerning any of the information in this report or requests for additional financial information should be
addressed to:
Manager
Middleton Electric Light Department
Middleton, MA O1834
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TOWN OF MIDDLETONELECTRICLIGHT DEPARTMENT
Statementof Net Position
December31, 2019

Assets
Current assets:
Cash and cash equivalents- unrestricted
Cash and cash equivalents- restricted
Investments
User charges receivable,net
Other accounts receivable
Unbilled revenue
Inventory
Prepaid expenses
Other current assets

$

Total current assets

17,490,300

Noncurrentassets:
Capital assets, net

12,508,342

Total noncurrent assets
Total assets

12,508,342

$

Deferred Outflows
Deferredoutflows related to OPEB
Deferredoutflows related to pensions

29,998,642

284,657
545,623

Total deferred outflows

Liabilities
Current Liabilities:
Accounts payable
Customer deposits
Other current liabilities

4,141,401
180,606
8,688,703
1,295,621
240,737
231,618
561,073
2,148,660
1,881

830,280

$

1,036,577
180,637
273,288
1,490,502

Total current liabilities
Noncurrentliabilities:
Accrued compensatedabsences
Other post-employmentbenefits
Net pension liability

80,968
481,379
4,219,930

Total noncurrent liabilities

4,782,277

Total liabilities

6,272,779

Deferred Inflows
Deferred inflows related to OPES
Deferred inflows related to pensions

19,107
53,173
72,280

Total deferred inflows
Net Position
Net investmentin capital assets
Restricted
Unrestricted
Total net position

12,508,342
0
11,975,521

$

24,483,863

The notes to the financial statements are an integral part of this statement.
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TOWN OF MIDDLETON ELECTRIC LIGHT DEPARTMENT
Statement of Revenues, Expenses and Changes in Net Position
For the Year Ended December 31, 2019

Operating revenues:
Charges for services
Other operating revenues

$

13,507,684
265,173

Total operating revenues

13,772,857

Operating expenditures:
Purchased power and production
Other operating expenses
Depreciation

8,919,188
2,864,749
700,127
12,484,064

Total operating expenditures

1,288,793

Operating income
Nonoperating revenues (expenses):
Investment income
Payment in lieu of taxes

1,176,429
(176,100)

Total nonoperating revenues (expenses)

1,000,329

Changes in net position

2,289,122

22,194,741

Net position, beginning of year, restated

$

Net position, end of year

The notes to the financial statements are an integral part of this statement.
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24,483,863

TOWN OF MIDDLETON ELECTRIC LIGHT DEPARTMENT
Statement of Cash Flows
For the Year Ended December 31, 2019

Cash flows from operating activities:
Cash received from customers
Cash paid to suppliers
Cash paid to employees
Payment in lieu of taxes (operating transfer)

$

13,705,716
(10,297,627)
{1,795,213)
(176,100)

Net cash provided by operating activities

1,436,776

Cash flows from investing activities:
Interest on deposits and investments
Purchase and sales of investments (net)

1,176,429
(279,810)

Net cash provided by capital and related financing activities:

896,619

Cash flows from capital and related financing activities:
Capital expenditures

(1,248,942)
{1,248,942)

Net cash provided by capital and related financing activities:
Net increase in cash and cash equivalents

1,084,453

Cash and cash equivalents, beginning of year

3,237,554

Cash and cash equivalents, end of year

Reconciliation of operating income to net cash provided
By operating activities:
Operating income (loss)
Depreciation, bad debts & reserve
Payment in lieu of taxes (operating transfer)
(lncrease)/Decrease in accounts receivable
(lncrease)/Decrease in unbilled revenue
(lncrease)/Decrease in inventory
(lncrease)/Decrease in prepaid expenses
lncrease/(Decrease) in accounts payable
lncrease/(Decrease) in customer deposits
lncrease/(Decrease) in other current liabilities
lncrease/(Decrease) in OPEB liability & related deferrals
lncrease/(Decrease) in net pension liability & related deferrals
lncrease/(Decrease) in other liabilities
Net cash provided by operating activities

$

4,322,007

$

1,288,793
700,127
(176,100)
13,520
(46,454)
46,825
(738,913)
314,888
(34,207)
(14,233)
70,683
576
11,271

$

1,436,776

The notes to the financial statements are an integral part of this statement.
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TOWN OF MIDDLETON ELECTRIC LIGHT DEPARTMENT
Fiduciary Fund
Statement of Fiduciary Net Position
Year Ended December 31, 2019

OPEB
Trust
Assets
Current assets:
Cash and cash equivalents
Investments

$

------

1,572
982,021
983,593

Total assets
Liabilities
Current Liabilities:
Other Liabilities

$

------

Total liabilities
Net Position
Held in trust for retiree insurance benefits

983,593

Total net position

$

983,593

===:::::::::==

The notes to the financial ~tatements are an integral part of this statement.
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TOWN OF MIDDLETON ELECTRIC LIGHT DEPARTMENT
Fiduciary Fund
Statement of Changes in Fiduciary Net Position
Year Ended December 31, 2019

OPEB
Trust Fund
Additions
Contributions:
From Middleton Electric Light Department

$

___59,143
...,;....__

59,143

Total contributions
Investment income:
Investment income

164,033

Total investment income

164,033

Total additions

223,176

Deductions
Benefits

59,143
59,143

Total deductions

164,033

Change in net position

819,560

Net position - beginning of year
$

Net position - end of year

The notes to the financial statements are an integral part of this statement.
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983,593

========

TOWN OF MIDDLETONELECTRICLIGHT DEPARTMENT
Notes to Financial Statements
Years Ended December 31, 2019
1. Summary of Significant Accounting Policies
A. Introduction
The Town of Middleton Electric Light Department (the Department) was incorporated in 1912. The
Department operates under the provisions of Chapter 164 of the Massachusetts General Laws with an
elected Board of Light Commissioners.
The Department complies with accounting principles generally accepted in the United States of America
(GAAP). The Department's accounting records are required to conform to the accounting standards set
by the Commonwealth of Massachusetts Department of Public Utilities (DPU), which differ from GAAP.
Certain adjustments have been made to present the Department's financial statements in accordance with
GAAP.
8. Reporting Entity
The financial statements present information only on activities of Town of Middleton Electric Light
Department and do not purport to, and do not, present fairly the financial position of the Town of
Middleton, Massachusetts as of December 31, 2019, and the changes in its financial position and cash
flows, where applicable, in conformity with accounting principles generally accepted in the United States
of America. The Department is presented as an enterprise fund in the Town of Middleton, Massachusetts'
financial statements.
C. Regulation and Operation
Under Massachusetts law, electric rates of the Department are set by the Board of Commissioners and
may be changed once every three months. Rate schedules are filed with the DPU. While the DPU
exercises general supervisory authority over the Department, rates are not subject to DPU approval.
Rates must be set such that net earnings from operations do not exceed 8% of the cost of utility
Department, unless prior year losses are being recaptured.
D. Basis of Accounting

1 Basis of Presentation
The financial condition and results of operations of the Department are presented as of and for the year
ended December 31, 2019.

11 Basis of Accounting
The Department is considered a proprietary fund type. As such, the 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 at the time liabilities are incurred, regardless of when
the related cash flows take place. The Department also distinguishes between operating and nonoperating
revenues and expenses, based on whether the items relate to the primary operation of providing electric
service. The Department's OPEB trust is considered a fiduciary fund type and uses the accrual basis of
accounting.
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TOWN OF MIDDLETONELECTRICLIGHT DEPARTMENT
Notes to Financial Statements
Years Ended December 31, 2019
1. Summary of Significant Accounting Policies (continued)
D. Basis of Accounting (continued)
Ill Cash Equivalents

For purposes of the statement of cash flows, the Department considers investments with original
maturities of three months or less when purchased to be cash equivalents.

IV. Inventory
Inventory is carried at cost, calculated on an average cost basis.

V. Utility Department in Service
Utility Department in service is recorded at historical cost. Depreciation is calculated on a straight-line
basis. Depreciation rates are as follows: buildings and structures - 50 years; utility Department
infrastructure (poles, meters, transformers, etc.) - 20 to 33 years; other capital assets - 10 to 20 years.

If depreciation is greater than capital additions for the year, this amount is transferred by the Department
from unrestricted cash to a segregated depreciation cash fund. This fund is utilized in accordance with
DPU regulations for certain additions to utility Department in service. The Department charges
maintenance costs to expense when incurred. Replacements and betterments are charged to utility
Department when purchased or when placed in service, according to DPU requirements. At the time
Department is retired, the cost of Department, less accumulated depreciation and any salvage value, is
recorded as a reduction of the related accounts.
VL Accrued Vacation and Sick Leave
Vacation time for Department employees varies from one to six weeks, based on years of service. In
addition, employees are eligible to "buy back" a percentage of accrued sick time, subject to certain
restrictions, at retirement. The total amount of accrued vacation and sick leave payable at December 31,
2019 is presented in the financial statements.

VIL Defe"ed Outflows/Inflows of Resources
In addition to assets and liabilities, proprietary and fiduciary fund statements may present deferred
outflow and deferred inflows of resources. Deferred outflows of resources represent a consumption of net
position that applies to a future period and will be recognized as an outflow (expense/ expenditure) at that
time. Deferred inflows of resources represent acquisition of net position that applies to a future period
and will be recognized as an inflow (revenue) at that time. In the financial statements, certain items
related to the OPEB and net pension liability, if applicable, are presented as deferred inflows and outflows
of resources.

VIII Pensions
For purposes of measuring the net pension liability, deferred outflows of resources and deferred inflows
of resources related to pensions, and pension expense, information about the fiduciary net position of the
Essex Regional Retirement System (the System) and additions to/deductions from the System's fiduciary
net position have been determined on the same basis as they are reported by the System. For this purpose,
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TOWN OF MIDDLETON ELECTRIC LIGHT DEPARTMENT
Notes to Financial Statements
Years Ended December 31, 2019
1. Summary of Significant Accounting Policies (continued)
D. Basis of Accounting (continued)

VIII Pensions (continued)
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.

IX. Other Post-Employment Benefits
For purposes of measuring the net OPEB liability, deferred outflows of resources and deferred inflows of
resources related to OPEB, and OPEB expense, information about the fiduciary net position of the
Department's OPEB Plan and additions to/deductions from the Plan's fiduciary net position have been
determined on the same basis as they are reported by the Plan. 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.
X Operating Revenues

Revenues are based on rates established by the Department and are applied to customers'
consumption of electricity. The Department utilizes a fuel cost adjustment, whereby fluctuations in the
cost of power can be adjusted monthly on customer bills without a change to the basic rate structure. All
customers are allowed a discount on a portion of their electric bill if paid within fifteen days which is
recorded as revenue when forfeited.
XL Taxes

The Department is exempt from state and federal income taxes and local property taxes. The Department
pays an in lieu of tax payment to the Town of Middleton based on an annual vote by the Board of
Commissioners.

XII Use of Estimates
In preparing the Department's financial statements, management is required to make estimates and
assumptions that affect the reported amounts of assets and liabilities, the disclosure of contingent assets
and liabilities at the date of the financial statements, and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates.
2. Cash and Investments
Cash of the Department is in control of the Town Treasurer, as required by state law. State and local
statutes place certain limitations on the nature of deposits and investments available to the Department.
Cash and cash equivalents in any one financial institution may not exceed certain levels without
collateralization by the financial institutions involved. Separate accounts are maintained for the
Department's depreciation fund, stabilization fund and customer meter deposits fund. Operating cash is
pooled with Town funds in various Town bank accounts.
The Department also maintains depreciation, stabilization and OPEB funds, which are allowed per DPU
regulations. Subject to certain restrictions, these amounts are available for general Department operations
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TOWN OF MIDDLETON ELECTRIC LIGHT DEPARTMENT
Notes to Financial Statements
Years Ended December 31, 2019
2. Cash and Investments (continued)
and are included in the financial statements as unrestricted cash and cash equivalents. Customer meter
deposits are presented as restricted cash and cash equivalents, as these amounts are available to the
Department only if a customer account is terminated with an outstanding balance.
At year-end, the Department's carrying amount of segregated bank deposits was $876,633. The bank
balance of these Department segregated funds maintained by the Town Treasurer was $887,897. In
addition to the segregated funds, there was $3,294,023 of operating cash pooled within various Town
accounts. Bank deposits are pooled with, or in the same financial institution as, Town operating funds
and, therefore, specific collateralization information on these amounts is not available. In addition to
bank deposits, $1,466 was invested with the Municipal Light Departments of Massachusetts Reserve
Trust, an investment pool authorized under state statutes. This is considered part of cash equivalents in
the financial statements.
At year-end, the investment balances for the Department were as follows:
Type of Investment

Fair Value

US government securities

$210,953

Equities

1,604,702

Certificates of deposit

I, 179,270

Municipal bonds

695,400

Corporate bonds

1,053,227

Mutual funds

4,927,172

Money market funds ( cash equivalents)

150,508

$9 821.232

Total investments

Of the above amounts, maturities are as follows: 1) for US Government Securities, $210,953 beyond five
years; 2) for certificates of deposit, $250,367 less than one year, $227,758 between one and two years,
$73,015 between two and five years and $628,130 beyond five years; 3) for municipal bonds $695,400
beyond five years; and 4) for corporate bonds $121,897 less than one year and $931,330 beyond five
years.
The US government and agency securities investments are rated Aaa by Moody's Investor Services and
AA+ by Standard and Poor's. Municipal bonds are rated $234,743 as AAA and $460,657 as AA to A and
corporate bonds are rated $101,605 as AAA, $724,132 as AA to A and $227,490 are rated BBB by
Standards and Poor's. Mutual funds, money market funds and certificates of deposit are not rated.
The Department holds investments that are measured at fair value on a recurring basis. Because investing
is not a core part of the Department's mission, the Department determines that disclosures related to these
investments only need to be disaggregated by major type. The Department chooses a narrative format for
the fair value disclosures. The Department categorizes its fair value measurements within the fair value
hierarchy established by generally accepted accounting principles. The hierarchy is based on the
valuation inputs use to measure the fair value of an asset. Level 1 inputs are quoted prices in active
markets for identical assets; Level 2 inputs are significant other observable inputs; Level 3 inputs are
significant unobservable_inputs. At December 31, 2019, US government securities, equities and mutual
funds are categorized as Level 1 while certificates of deposit and bonds are categorized as Level 2.
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3. Accounts Receivable

The following is a summary of accounts receivable as of December 31, 2019.

Customer accounts receivable
Other accounts receivable
Purchased power credits receivable
Allowance for uncollectible accounts

2019
$1,365,945
237,529
3,208
(70,324)

Total accounts receivable, net

$1.536.358

Of the total customer accounts receivable at December 31, 2019 of$1,365,945, $1,187,193 relates to the
December 2019 power bills due from customers (due in January, 2020). The Department also has
$231,618 of unbilled charges at December 3 1, 2019.

4. Prepaid Expenses
At December 31, 2019, the Department has total prepaid expenses of $2,148,660. Most of the prepaid
expense amount represents deposits used to facilitate timely payments of certain monthly power invoices.

5. Capital Assets
The following is a summary of the Department's capital assets for the year ended December 31, 2019.
Beginning
Balance

Transfers
and Reductions

Additions

Ending
Balance

Capital assets not being depreciated:
Land and land improvements

$2,219,869

.:

--

2,219 869

2,219,869

--

.:

2,219,869

3,116,676

Total capital assets not being depreciated
Capital assets being depreciated:
Buildingsand improvements
Infrastructure
Total capital assets being depreciated

1,285,958

1,285,958

Equipment

2,652,527

595,149

131,000

18,182,061

668,206

83,413

18,766,854

22,120,546

1,263 355

214,413

23,169,488

Less accumulateddepreciationfor:
Buildingsand improvements
Equipment

(631,397)

(25,719)

(1,816,215)

(144,091)

(131,000)

(1,829,306)

Infrastructure

(9,933 276)

(544 730)

(83,413}

(10 394 593)

( 12,380,888)

(714 540}

(214,413)

(12 881 015)

9,739,658

548,815

.:

10,288,473

~

-

12508 342

Total accumulateddepreciation
Capital assets being depreciated,net
Total capital assets, net

$1I 252 ill
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Notes to Financial Statements
Years Ended Decem her 31, 2019

6. Notes and Bonds Payable

The Department did not have any outstanding short or long-term debt during 2019. At December 31,
2019, the Department has no unauthorized and unissued debt.

7. Pension Plans
Plan Description: Department employees are provided with pensions through the Essex Regional
Retirement System, a cost sharing, multiple employer defined benefit plans administered by the Essex
Regional Retirement Board and regulated by the Massachusetts Public Employee Retirement
Administration Commission (PERAC). Chapter 32 of the Massachusetts General Laws (MGL) grants the
authority to establish and amend benefit terms. The System issues an annual public report and audited
financial statements that can be obtained at essexregional.com.
Benefits Terms: Membership in the System is mandatory for all full-time employees and non-seasonal
employees who, in general, regularly work more than twenty hours per week.
The System provides retirement, disability and death benefits. Benefit payments are based on a member's
age, length of creditable service, level of compensation and group classification. Retirement benefits are
determined as follows. For employees hired prior to April 2, 2012, the system provides for retirement
benefits up to a maximum of 80% of a member's highest three-year average annual rate of compensation.
For employees hired on or after April 2, 2012, it is a maximum of80% of a member's highest consecutive
five-year average or, if greater, during the last five years (consecutive or not) preceding retirement.
Employees may elect early retirement after 20 years of service or at any time after attaining age 55 (age
60 if hired on or after April 2, 2012) with 10 years eligible service.
System members who become permanently and totally disabled may be eligible to receive a disability
retirement allowance. Disability benefits are based on several factors, including the member's age,
compensation, veteran status, years of service and whether or not the disability is work related. In
addition, certain death benefits exist for beneficiaries who die in active service.
Cost ofliving adjustments (COLAs) granted between 1981 and 1997 are the responsibility of the
Commonwealth. Beginning in 1998, funding COLAs became the responsibility of the System.
Contributions: Chapter 32 of MGL governs the contributions of plan members and member employers.
Employees contribute 5% of regular compensation if employed prior to January 1, 1975; 7% if first
employed from January 1, 1975 to December 31, 1983; 8% of the first $30,000 and 10% thereafter if first
employed on or after January 1, 1984; and 9% of the first $30,000 and 11% thereafter if first employed on
or after January 1, 1998. The Department's contribution reflects its share of the system-wide actuarial
determined contribution, in accordance with Chapter 32 Section 220 of MGL, apportioned among all
System employers based on an annual employer normal cost and amortization payments to pay the
unfunded net pension liability in full by fiscal year 2035. Contributions to the System by the Department
for the year ended December 31, 2018 were $334,088.
Return of Contributions: Employe~ contributions may be returned to the participants upon leaving
Department employment prior to retirement, within certain age and length of employment restrictions, as
prescribed by the Massachusetts General Laws.
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7. Pension Plans (continued)
Net Pension Liability, Pension Expense and Deferred Outflows ofResources and Deferred Inflows of
Resources Related to Pensions
At December 31, 2019, the Department reported a liability of $4,219,930 for its proportionate share of the
net pension liability. The net pension liability was measured at December 31, 2018, and the
total pension liability used to calculate the net pension liability was determined by an actuarial valuation
as of January 1, 2018 rolled forward to December 31, 2018. There were no material changes made in this
update to the actuarial assumptions or to the retirement terms since the last actuarial valuation. The
Department's proportion of the net pension liability was based on a projection of the Department's long
term share of contributions to the pension plan relative to the projected contributions of all participating
members, actuarially determined. At December 31, 2018, the Department's proportion was 0.9989%.
For the year ended December 31, 2019, the Department recognized pension expense of$5 l 9,623. At
December 31, 2019 the Department reported deferred outflows as follows: $217,047 for the difference
between actual and projected investment earnings, $223,723 for changes in assumptions and $104,853 for
changes in proportion and differences between employer contributions and proportionate share of
contributions and reported deferred inflows as follows: $36,60 I for the difference between expected and
actual experience and $16,573 for changes in proportion and differences between employer contributions
and proportionate share of contributions. This amount will be recognized in pension expense as follows:
Fiscal year ended December 31:
2020
2021
2022
2023

$179,874
$130,275
$93,821
$88,479

Actuarial Assumptions: The total pension liability in the January 1, 2018 actuarial valuation was
determined using the following actuarial assumptions applied to all periods included in the measurement:
Actuarial cost method
Inflation rate
Projected salary increases
Investment rate of return
Salary increases

Entry Age Normal Cost Method
2.75%
3% of the first $14,000 of a member's retirement
allowance is assumed everv vear
7 .5% per annum
Based on years of service, ranging from 7 .5% at zero
years of service decreasing to 3.75% after 5 years of
service

Mortality rates were based on the following: for pre-retirement, the RP-2000 Mortality Table projected
generationally with scale BB; for healthy retiree, RP-2000 Healthy Annuitant Mortality Table projected
generationally with scale BB; and disabled retiree RP-2000 Healthy Annuitant Mortality Table, set
forward two years, projected generationally with scale BB.
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7. Pension Plans (continued)
The long-term rate of return on pension plan investments was determined using a building-block method
in which the best-estimate ranges of expected future rates of return (expec~ed returns, net of pension plan
investment expenses and inflation) are developed for each major asset class. These ranges are combined
to produce the long-term expected rate of return by weighting the expected future rates of return by the
target asset allocation percentage and by adding expected inflation. The target allocation and best
estimates of arithmetic rates of return for each major asset class are summarized in the following table:

Asset Class
Domesticequity
Internationaldeveloped equities
Internationalemerging equities
Core fixed income
High yield fixed income
Private equity
Real estate
Commodities
Hedge funds/other
Total

Target
Allocation

Long-Term Expected
Real Rate of Return

21.0%
13.0%
5.0%
15.0%
8.0%
13.0%
10.0%
4.0%
11.0%
1000%

6.16%
6.69%
9.47%
1.89%
4.00%
10.00%
4.58%
4.77%
3.68%

Discount Rate: The discount rate used to measure the total pension liability was 7.5%. The projection of
cash flows used to determine the discount rate assumed that plan member contributions will be made at
the current contribution rates and that contributions will be made at the actuarially determined
contribution rate. Based on those assumptions, the System's 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 on pension plan investments was applied to all periods of
projected benefit payments to determine the total pension liability.
Sensitivity of the Department's Proportionate Share of the Net Pension Liability to Changes in the
Discount Rate: The following presents the Department's proportionate share of the net pension liability
of the System calculated using the discount rate of 7.5%, as well as what the Department's proportionate
share of the net pension liability would be if it were calculated using a discount rate that is 1-percentage
point lower (675%) or I-percentage-point higher (8.5%) than the current rate:
1% Decrease (6.5%)
$5,217,152

Current Discount Rate (7.5%)

1% Increase (8.5%)

$4,219,930

$3,380,946

8. Other Post-Employment Benefits (OPEB)
The Department administers a single-employer defined benefit healthcare plan (the "OPEB Plan"). The
OPEB Plan provides health, dental and life insurance benefits (other postemployment benefits) to current
and future retirees, their dependents and beneficiaries in accordance with Section 20 of Massachusetts
General Law Chapter 32B.
Specific benefit provisions and contribution rates are established by collective bargaining agreements,
state law and Department ordinance. All benefits are provided through the Department's premium-based
insurance program. The OPEB Plan does not issue a stand-alone financial report and is presented as a
fiduciary fund in the Department's financial statements.
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8. Other Post-EmploymentBenefits (OPEB) (continued)
With respect to OPEB plan reporting, GASB issued GASB Statement No. 's 74, Financial Reporting/or
Postemployment Benefit Plans Other Than Pensions, and Statement No, 75, Accounting and Financial
Reporting/or Postemployment Benefits Other Than Pensions. Reporting requirements for governments
who administer an OPEB plan as defined under the accounting standard are required to present
disclosures under both GASB 74 and GASB 75.
GASB 74 requires specific disclosures and required supplementary information that relate directly to the
fiduciary fund in which the OPEB Plan is recorded. GASB 75 address disclosures related to the net
OPEB liability required to be recorded by the government in its applicable financial statements. A
number of these disclosures are identical, especially if the same measurement date is used for both GASB
74 and GASB 75. When different measurement dates are used, differences in assumptions and
calculations will result.
OPEB Plan disclosures that impact the Department's net OPEB liability using a measurement date of
December 31, 2019 are summarized as follows:

Employees Covered by Benefit Terms - The following employees were covered by the benefit terms as of
December 31, 2019:

13
5

Active employees
Inactive employees
Total

18

Contributions - The contribution requirements of OPEB Plan members and the Department are
established and may be amended by the Department. Currently, members receiving these benefits
contribute at a 40% of the cost of the plan. The remainder of the cost is funded by general revenues of the
Department. The Department currently contributes enough money to the Plan to satisfy current
obligations on a pay-as-you-go basis. The costs of administering the OPEB Plan are paid by the
Department. For the year ended December 31, 2019, the Department's average contribution rate was
approximately 4.4% of covered-employee payroll.
Net OPEB Liability-The Department's net OPEB liability was measured as of December 31, 2019 using
an actuarial valuation as of January 1, 2018. The components of the net OPEB liability of the Department
at December 31, 2019 were as follows:

Total OPEB Liability
Plan fiduciary net position

$

1,464,972
(983,593)

Net OPEB liability

$

481,379

Plan fiduciary net position as
a percentage of the total
OPEB liability

67.14%
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8. Other Post-Employment Benefits (OPEB) (continued)
The total OPEB liability in the most recent actuarial valuation was determined using the following key
actuarial assumptions applied to all periods included in the measurement, unless otherwise specified:
Investment rate of return

6. 72%, net of OPEB plan investment expense,
including inflation.
•

Muncipal bond rate

3.26% as of December 31, 2019

Discount Rate

6. 75%, net of OPEB plan investment
expense including inflation.

Inflation

2.5% annually as of December 31,2019 and for future periods

Health Care Trend Rate

5%

Salary Increases

3.00% annually as of December 31, 2019 and for future periods

Pre-Retirement Mortality

RP-2000 Employees Mortality Table projected with
scale BB and a base year 2009 for males and females

Post-Retirement Mortality

RP-2000 Healthy Annuitant Table projected generationally
with scale BB and a base year 2009 for males and females

Disabled Mortality

RP-2000 Healthy Annuitant Table projected generationally
with scale BB and a base year 2012 for males and females

Actuarial Cost Method

Individual entry age normal

Discount Rate - The discount rate used to measure the total OPEB liability was 6. 75%. There were no
change in assumptions from the prior year.
Investment Custody - In accordance with the Department's irrevocable trust, the Trust is administered by
a five-member Board of Trustees consisting of the five members of the Board of Commissioners. Per
state statutes, the Town Treasurer is the custodian of the OPEB Plan assets. The Trustees are responsible
for the general supervision of the management, investment and reinvestment of the OPEB Plan assets.
OPEB Plan assets must be segregated from other funds and not be subject to the claims of any general
creditor of the Department.
Long Term Expected Rate of Return - The long-term expected rate of return on OPEB Plan investments
was determined using a building-block method in which best-estimate ranges of expected future real rates
of return (expected returns, net ofOPEB Plan investment expense and inflation) are developed for each
major asset class. These ranges are combined to produce the long-term expected rate of return by
weighting the expected future real rates of return by the target asset allocation percentage and by adding
expected inflation. The target allocation and best estimates of arithmetic real rates of return were as
reflected in the following table:
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8. Other Post-Employment Benefits (OPED) (continued)

Asset Class
Domestic Equity - Large Cap
Domestic Equity - Small/Mid Cap
Interntional Equity - Developed Market
Interntional Equity - Emerging Market
Domestic Fixed Income
International Fixed Income
Alternatives
Real Estate
Cash

Target
Allocation
31.75%
18.50%
8.50%
6.00%
19.00%
7.25%
5.00%
3.00%
1.00%
100.00%

Expected
Investment Rate
of Return
4.80%
5.29%
5.45%
6.42%
2.05%
3.00%
6.50%
6.25%
0.00%

Real rate of return
Inflation assumption

4.47%
2.50%
6.97%
-0.25%
6.72%

Total nominal rate of return
Investment expense
Net investment return

Sensitivity Analyses -The following presents the Department's net OPEB liability as well as what the
Department's net OPEB liability would be if it were calculated using a discount rate that is I% lower or
I% higher than the current discount rate as well as if the healthcare cost trend rates are I% lower or
higher than the current healthcare cost trend rates:

Net OPEB Liability

1% Decrease (5.75%)
$
684,569

I% Decrease(4%)

Net OPEB Liability

$

247,516

Discount Rate
Trend Rate (6.75%)
$
481,379

$

Health Care Rate
Current(5%)
$
481,379

$

I% Increase (7.75%)
290,419

I% Increase(6%)

771,572

Changes in the Net OPEB Liability-The following table summarizes the changes in the net OPEB
liability for the year ended December 31, 2019:
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8. Other Post-Employment Benefits (OPED) (continued)
Total OPEB
Liability
(a)
Balances at January I, 2019

1,406,001

$

Changes for the year:
Service cost
Interest
Differencebetween expected
and actual experience
Changesin assumptions
Net investmentincome
Employercontributions
Benefit paymentswithdrawnfrom trust
Benefit payments

819,560

$

NetOPEB
Liability
(a) - (b)
$

23,581
94,533

58,971
1,464,972

$

586,441

23,581
94,533

164,033
59,143
(59,143)

(164,033)
(59,143)
59,143
(59,143)

164,033

(105,062)

(59.143)

Net changes
Balances at December31, 2019

Plan Fiduciary
Net Position
(b)

983,593

$

$

481,379

OPEB Expense and Deferred Outflows/Inflows ofResources Related to OPEB-For the year ended
December 31, 3019, the Department recognized OPEB expense of$70,683. Deferred outflows of
resources and deferred inflows of resources related to OPEB at December 31, 2019 were reported as
follows:
Deferred Inflows
of Resources
Changesof assumptions
Differencesbetween projected and actual investmenteaf!lings
Differencesbetween actual and expected experience

$

Deferred Outflows
of Resources
103,I 19
$

19,107 $
181,538
19,107 $

$

284,657

Amounts reported as deferred outflows of resources and deferred inflows of resources related to OPEB
(net outflow of $265,550) will be recognized in OPEB expense (benefit) as follows:
December 31
2020
2021
2022
2023
2024
2025

$

66,786
66,786
66,788
44,101
21,089

$

265,550
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9. Commitments
The Department is a Participant in certain Projects of the Massachusetts Municipal Wholesale Electric
Company (MMWEC). MMWEC is a public corporation and a political subdivision of the
Commonwealth of Massachusetts created as a means to develop a bulk power supply for its Members and
other utilities. MMWEC is authorized to construct, own or purchase ownership interests in and to issue
revenue bonds to finance electric facilities (Projects). MMWEC has acquired ownership interests in
electric facilities operated by other entities and also owns and operates its own electric facilities.
MMWEC operates the Stony Brook Intermediate Project and Stony Brook Peaking Project, both fossil
fueled power Departments. MMWEC has the Nuclear Mix One project, Nuclear Project Three, Nuclear
Project Four, Nuclear Project Five and Project Six, which comprise an 11.6% ownership interest in the
Seabrook Station nuclear generating unit operated by NextEra Energy Seabrook, LLC and a 4.8%
ownership interest in the Millstone Unit 3 nuclear unit operated by Dominion Nuclear Connecticut, Inc.
The operating license for Seabrook Station extends to March 15, 2050. The operating license for
Millstone Unit 3 extends to November 25, 2045.
On July 19, 2019, MMWEC sold its 3.7% interest in the W.F. Wyman Unit No. 4 plane, owned and
operated by its majority owner, FPL Energy Wyman IV, LLC
MMWEC sells all of the capability (Project Capability) of each of its Projects to its Members and other
Utilities (Project Participants) under Power Sales Agreements (PSAs). The Department has entered into
PSAs with MMWEC. Under the PSAs, the Department is required to make certain payments to MWEC
solely from Department revenues. Among other things, the PSAs require each Project Participant to pay
its pro rata share of MMWEC's costs related to the Project. In addition, should a Project Participant fail
to make payment when due, other Projects Participants may be required to increase (step-up) their
payments and correspondingly their Participants' share of Project Capability. Project Participants have
covenanted to fix, revise, and collect rates at least sufficient to meet their obligations under the PSAs.
Each Participant is unconditionally obligated to make payments due to MWWEC whether or not the
Project(s) is completed or operating and notwithstanding the suspension and interruption of the output of
the Project(s).
Pursuant to the PSAs the MMWEC Project Participants are liable for their proportionate share of the costs
associated with decommissioning the plants, which costs are being funded through monthly Project
billings. The Seabrook and Millstone Project Participants are also liable for their proportionate share of
the uninsured costs of a nuclear incident that might be imposed under the Price-Anderson Act. Originally
enacted in 1957, the Act has been renewed several times. In July, 2005, Congress extended the Act
through the end of 2025.
At December 31, 2019, MMWEC has no debt service obligations outstanding relating to the Projects.
MMWEC is involved in various legal actions, the outcome of which, in the opinion of MMWEC
management, will not have a material adverse effect on the financial position of MMWEC.
The total capital expenditures and annual capacity, fuel and transmission costs (which include debt
service and decommissioning expenses discussed above) associated with the Department's Project
Capability of the Projects in which it participates was $34,784,996 for the year ended December 31, 2019.
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10. Power Contracts

The Department purchases its power through contracts with various power suppliers, including MMWEC.
These contracts are subject to certain market factors. Based on current market conditions, the Department
anticipates some stability to its power cost expenses over the next few years.
11. Contingencies

Numerous lawsuits may be pending or threatened against the Department, which arose from the ordinary
course of operations, including actions commenced and claims asserted against it for property damage
and personal injury, breaches of contract, condemnation proceedings and other alleged violations of law.
The Department's attorney estimates that potential claims, not covered by insurance, resulting from such
litigation, would not materially affect the financial statements.
12. Implementation of new GASB Statements

During fiscal year 2019, the Department implemented the following GASB pronouncements:
•

•

GASB Statement #83 - Certain Asset Retirement Obligations, which was required to be
implemented in fiscal year 2019. The Department has successfully implemented this
statement in its financial statements.
GASB Statement #88 - Certain Disclosures Related to Debt, including Direct Borrowings
and Direct Placements, which was required to be implemented in fiscal year 2019. The
Department has successfully implemented this statement in its financial statements.

In future fiscal years, the Department will implement the following GASB pronouncements:
•

•

•

•

•

•

GASB Statement #84 - Fiduciary Activities, which is required to be implemented in fiscal
year 2020. The Department is currently evaluating the possible impact of this will have on its
financial statements.
GASB Statement #87 - Leases, which is required to be implemented in fiscal year 2021. The
Department is currently evaluating the possible impact of this will have on its financial
statements.
GASB Statement #89 - Accounting for Interest Cost Incurred before the End of a
Construction Period, which is required to be implemented in fiscal year 2021. The
Department is currently evaluating the possible impact of this will have on its financial
statements.
GASB Statement #90 - Majority Equity Interests-an amendment of GASB Statements No.
14 and No. 61, which is required to be implemented in fiscal year 2020. The Department is
currently evaluating the possible impact of this will have on its financial statements.
GASB Statement #91 -Conduit Debt Obligations, which is required to be implemented in
fiscal year 2021. The Department is currently evaluating the possible impact of this will have
on its financial statements.
GASB Statement #92 - Omnibus 2020, which is required to be implemented mostly in fiscal
year 2021. The Department is currently evaluating the possible impact of this will have on its
financial statements.
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Town of Middleton Municipal Light Department's Proportionate Share of Net Pension Liability Essex Regional Retirement System

2019

2018

2017

2016

2015

Department's proportion of the net pension
liability

M22%

1 054%

0 2224%

0 2214%

0,2663%

Department's proportionate share of the net
pension liability

$4 212 230

$3 265 220

$3 842 20]

$3 842 20]

ll218 215

Department's covered-employee payroll

$1 413 686

$1 488 658

$]

320 838

$1 320 838

$].153.368

2863%

266.4%

2163%

2163%

2MJ.%

51 81%

554%

5] 12%

51 0)%

52,21%

Department's proportionate share of the net
pension liability as a percentage of its
covered-employee payroll
Plan fiduciary net position as a percentage of
the total pension liability

Town of Middleton Municipal Light Department's Schedule of Contributions - Essex Regional
Retirement System

2019
Contractually required contributions
Contributions in relation to the contractually
required contribution
Contribution deficiency (excess)
Department's covered-employee payroll
Contributions as a % of covered-employee
payroll

2018

2017

2016

$338,807

$328,108

$288,945

$288,945

$251,202

(334,089)

(328,501)

(289,291)

(289,291)

(251,202)

(282)

<323)

a2fil

$1473686

$1.488.658

$1 390 838

221%

221%

208%

~

$1.390.838
208%

Note: The above schedules are required for ten years. Additional years will be presented as they become
available. These amounts were determined for each year as of the prior Decem her 31st.

Page 27

$1 153368

TOWN OF MIDDLETON ELECTRIC LIGHT DEPARTMENT
Required Supplementary Information
Schedules of Changes in Net OPEB Liability and Related Ratios

2019

2018

2017

Total OPEB Liability
Service cost
Interest on total OPEB liability
Changes of assumptions
Difference between expected and actual plan experience
Changes in assumptions
Benefit payments, including refunds of member contributions

$

Net change in total OPEB liability
Total OPEB liability- beginning of year
Total OPEB liability - end of year

$

23,581
94,533

20,324
64,136
150,859
265,582

21,903
60,911

(59,143)

(48,656)

(18,784)

58,971

452,245

64,030

1,406,001

953,756

889,726

1,464,972

1,406,001

953,756

Plan Fiduciary Net Position
Earnings from plan investments

164,033

(63,804)

72,781

Net investment income (loss)

164,033

(63,804)

72,781

Employer contributions
Benefit payments
Administrative expense

59,143
(59,143)

348,656
(48,656)

268,784
(18,784)

164,033

236,196

322,781

819,560

583,364

260,583

Net change in fiduciary plan net position
Plan fiduciary net p9sition - beginning of year
Plan fiduciary net position - end of year

$

983,593

819,560

583,364

Net OPEB liability

$

481,379

586,441

370,392

Plan fiduciary net position as a percentage of total OPEB liability

67.14%
$1,338,309

Department's Employee Covered Payroll
Plan net OPEB liability as a percentage of covered payroll
Single discount rate to calculate plan liabilities

58.29%
$1,299,329

61.16%
$1,598,393

35.97%

45.13%

23.17%

6.75%

6.75%

6.75%

These schedules are required for ten years. Additional years will be presented as they become available.
See notes to the Department's financial statements and required supplementary information for a summary of significant
actuarial methods and assumptions.
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TOWN OF MIDDLETON ELECTRIC LIGHT DEPARTMENT
RequiredSupplementaryInformation

SCHEDULE OF CONTRIBUTIONS

2019
Actuarially-determinedcontribution
Contributionsin relationto the actuariaJlydeterminedcontribution

$

Contributiondeficiency(excess)

$

Covered-employeepayroll

$

Contributionas a percentageof coveredemployeepayroll

59,012

2018
$

{59,143}
{131}
1,338,309

4.42%

63,488

2017

{348,656}
$

$

(285,168}
1,299,329

68,210

$

{268,784}
$

{200,574}

$

1,598,393

26.83%

16.82%

SCHEDULE OF INVESTMENT RETURNS

Annual money-weightedrate of return, net of
investmentexpense

2019

2018

2017

20.01%

(8.66%)

6.79%

Note: These schedulesare presentedto illustratethe requirementto show informationfor IOyears. However,until a
full l 0-year trend is compiled,informationis presented for those years in which informationis available.

See notes to the Department'sfinanciaJstatementsand required supplementaryinformationfor a summaryof
significantactuarial methods and assumptions.
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Town of Middleton Municipal Light Department
Notes to the Required Supplementary Information
June 30, 2019
Note A - Pension Plan Schedules
A. Schedule of the Department's Proportionate Share of the Net Pension Liability
The Schedule of the Department's Proportionate Share of the Net Pension Liability details the allocated
percentage of the net pension liability (asset), the proportionate share of the net pension liability, and the
covered employee payroll. It also demonstrates the net position as a percentage of the pension liability
and the net pension liability as a percentage of covered payroll.
B. Schedule of Department's Contributions
Governmental employers are required to pay an annual appropriation as established by PERAC. The
appropriation includes the amounts to pay the pension portion of each member's retirement allowance, an
amount to amortize the actuarially determined unfunded liability to zero in accordance with the system's
funding schedule, and additional appropriations in accordance with adopted early retirement incentive
programs. The appropriations are payable on July 1 and January 1. The Department may choose to pay
the entire appropriation in July at a discounted rate. Accordingly, actual contributions may be less than
the ''total appropriation". The pension fund appropriation is allocated to the Department based on covered
payroll.
C. Changes in Assumptions
The following assumption changes were reflected in the January 1, 2018 actuarial valuation:
•
•
•
•
•
•

The inflation rate was changed from 4.0% to 2. 75%.
Investment rate of return changed from 7. 75% to 7 .5%.
Assumed interest of employee contributions was changed from 2.0% to 3. 75%.
Administrative expense assumption was changed from $1,127,500 to $1,000,000.
Retirements rates for Group 1 and 2 hired after 4/ 1/ 12 and in Group 4 were revised to match
rates for employees hired before 4/1/12.
Percentage of accidental disability retirees expected to die from the cause of the disability
was changed from 40% to 20% for Group 1 and 2 and from 40% to 60% for Group 4.

E. Changes in Plan Provisions
There were no plan provision changes in the January 1, 2018 actuarial valuation.
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Town of Middleton Municipal Light Department
Notes to the Required Supplementary Information
June 30, 2019

Note B - Other Post-Employment Schedules
The Department administers a single-employer defined benefit healthcare plan ("The OPEB Plan"). The
plan provides lifetime healthcare insurance for eligible retirees and their spouses through the
Department's group health insurance plan, which covers both active and retired members.
A. Schedule of Changes - Department's Net Other Postemployment Benefit Liability and Related Ratios
The Schedule of Changes in the Department's Net Other Postemployment Benefit Liability and Related
Ratios presents multi-year trend information on changes in the Plan's total OPEB liability, changes in the
Plan's net position, and ending net OPEB liability. It also demonstrates the Plan's net position as a
percentage of the total liability and the Plan's net other postemployment benefit liability as a percentage
of covered employee payroll.
B. Schedule of the Department's Contributions
The Schedule of the Department's Contributions includes the Department's annual required contribution
to the Plan, along with the contribution made in relation to the actuarially determined contribution and the
covered employee payroll. The Department is not required to fully fund this contribution. It also
demonstrates the contributions as a percentage of covered payroll.
C. Schedule of Investment Return
The Schedule of Investment Return includes the money-weighted investment return on the Plan's other
postemployment assets, net of investment expense.
D. Changes in Assumptions
This is the first OPEB actuarial study completed in accordance with GASB 75. There were numerous
changes from the last study which was completed in compliance with GASB 45.
E. Changes in Plan Provisions
There were ·no plan provision changes in the January 1, 2018 actuarial valuation.
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