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INDEPENDENT AUDITOR’S REPORT 

 

 

To the Honorable Mayor 

 and City Council 

City of Pekin, Illinois 

 

We have audited the accompanying financial statements of the Sewerage Fund, an Enterprise Fund 

of the City of Pekin , Illinois as of and for the year ended April 30, 2018, and the related notes to 

the financial statements, which collectively comprise the Sewerage Fund’s basic financial 

statements as listed in the table of contents. 

 

Management’s Responsibility for the Financial Statements 

 

Management is responsible for the preparation and fair presentation of these financial statements 

in accordance with accounting principals generally accepted in the United States of America; this 

includes the design, implementation, and maintenance of internal control relevant to the 

preparation and fair presentation of financial statements that are free from material misstatement, 

whether due to fraud or error. 

 

Auditor’s Responsibility 

 

Our responsibility is to express opinions on these financial statements based on our audit.  We 

conducted our audit in accordance with auditing standards generally accepted in the United States 

of America and the standards applicable to financial audits contained in Government Auditing 

Standards, issued by the Comptroller General of the United States.  Those standards require that 

we plan and perform the audit to obtain reasonable assurance about whether the financial 

statements are free of material misstatement.   

 

An audit involves performing procedures to obtain audit evidence about the amounts and 

disclosures in the financial statements.  The procedures selected depend on the auditor’s judgment, 

including the assessment of the risks of material misstatement of the financial statements, whether 

due to fraud or error.  In making those risk assessments, the auditor considers internal control 

relevant to the entity’s preparation and fair presentation of the financial statements in order to 

design audit procedures that are appropriate in the circumstances, but not for the purpose of 

expressing an opinion on the effectiveness of the entity’s internal control.  Accordingly, we express 

no such opinion.  An audit also includes evaluating the appropriateness of accounting policies used 

and the reasonableness of significant accounting estimates made by management, as well as 

evaluating the overall presentation of the financial statements. 

 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 

for our audit opinion.   
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Opinion 

 

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

the financial position of the Sewerage Fund as of April 30, 2018, and the respective changes in 

financial position and cash flows thereof for the years then ended in accordance with accounting 

principles generally accepted in the United States of America. 

 

Other Matters 

 

Required Supplementary Information 
 

Accounting principles generally accepted in the United States of America require that the required 

supplementary information listed in the table of contents be presented to supplement the basic 

financial statements. Such information, although not a part of the basic financial statements, is 

required by the Governmental Accounting Standards Board, who considers it to be an essential 

part of financial reporting for placing the basic financial statements in an appropriate operational, 

economic or historical context. We have applied certain limited procedures to the required 

supplementary information in accordance with auditing standards generally accepted in the United 

States of America, which consisted of inquiries of management about the methods of preparing 

the information and comparing the information for consistency with management’s responses to 

our inquiries, the basic financial statements, and other knowledge we obtained during our audit of 

the basic financial statements. We do not express an opinion or provide any assurance on the 

information because the limited procedures do not provide us with sufficient evidence to express 

an opinion or provide any assurance.  

 

Management has omitted the management’s discussion and analysis, that accounting principles 

generally accepted in the United States of America require to be presented to supplement the basic 

financial statements. Such missing information, although not a part of the basic financial 

statements, is required by the Governmental Accounting Standards Board, who considers it to be 

an essential part of financial reporting for placing the basic financial statements in an appropriate 

operational, economic, or historical context. Our opinion on the basic financial statements is not 

affected by this missing information. 
 

Restatement 

 

The financial statements of the Sewerage Fund as of and for the year ended April 30, 2017, were 

audited by other auditors whose report dated October 13, 2017, expressed an unmodified opinion 

on those financial statements. As discussed in Note 9 to the financial statements, the Sewerage 

Fund has restated its fiscal year 2017 financial statements during the current year to properly report 

certain balances in accordance with accounting principles generally accepted in the United States 

of America. The other auditors reported on the financial statements before the restatement. As part 

of our audit of the 2018 financial statements, we also audited the adjustments described in Note 9 

that were applied to restate the 2017 financial statements. In our opinion, such adjustments are 

appropriate and have been properly applied. We were not engaged to audit, review, or apply any 

procedures to the 2017 financial statements of the Sewerage Fund other than with respect to the 

adjustments and, accordingly, we do not express an opinion or any other form of assurance on the 

2017 financial statements as a whole. 
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Emphasis of Matter 

 

As discussed in Note 1, the financial statements present only the Sewerage Fund and do not purport 

and do not, present fairly the financial position of the City of Pekin, Illinois as of April 30, 2018, 

and the changes in its financial position and cash flows for the year then ended in conformity with 

accounting principles generally accepted in the United Sates of America. Our opinion is not 

modified with respect to this matter. 

 

Other Reporting Required by Government Auditing Standards 

 

In accordance with Government Auditing Standards, we have also issued our report dated 

January  27 2020 on our consideration of the City’s internal control over financial reporting and 

on our tests of its compliance with certain provisions of laws, regulations, contracts, and 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 effectiveness of the City’s 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 City’s internal control over financial reporting and 

compliance. 

 

 

 

Springfield, Illinois 

January 27, 2020



 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

BASIC FINANCIAL STATEMENTS 

 



ASSETS

Current assets:

Cash and cash equivalents 5,433,075$          

Accounts receivable 1,239,225            

Other receivables 550,000               

Due from primary government 14,369                 

Total current assets 7,236,669            

Capital assets:

Land 73,000                 

Utility plant 69,717,937          

Machinery and equipment 3,723,921            

Vehicles 561,099               

Capitalized loan costs 666,868               

Less accumulated depreciation and amortization (20,077,017)        

Net capital assets 54,665,808          

Total assets 61,902,477          

DEFERRED OUTFLOWS OF RESOURCES

Deferred outflow, pensions 28,479                 

Total deferred outflows of resources 28,479                 

  Total assets and deferred outflows of resources 61,930,956          

(Continued)

CITY OF PEKIN, ILLINOIS

STATEMENT OF NET POSITION

SEWERAGE FUND

April 30, 2018

See accompanying notes to financial statements.
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CITY OF PEKIN, ILLINOIS

STATEMENT OF NET POSITION

SEWERAGE FUND

April 30, 2018

LIABILITIES

Current liabilities:

Accounts payable 66,779$               

Accrued wages 14,724                 

Accrued interest 135,947               

Due to primary government 392,131               

Compensated absences 23,357                 

OPEB liability 26,955                 

General obligation bonds, current 320,000               

IEPA loans, current 1,812,189            

Total current liabilities 2,792,082            

Noncurrent liabilities:

Compensated absences 50,650                 

Net pension liability 111,194               

OPEB liability 660,228               

General obligation bonds 4,715,000            

IEPA loans 32,666,268          

Total noncurrent liabilities 38,203,340          

Total liabilities 40,995,422          

DEFERRED INFLOWS OF RESOURCES

Deferred inflow, pensions 199,283               

Deferred inflow, OPEB 254,867               

Total deferred inflows of resources 454,150               

NET POSITION

Net investment in capital assets 15,152,351          

Unrestricted 5,329,033            

Total net position 20,481,384$        

(Concluded)

See accompanying notes to financial statements.
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2018

OPERATING REVENUES
Wastewater service fees 7,307,714$          
Sewer treatment fees 57,565                 
Licenses and permits 1,230                   
Other 804                      

Total operating revenues 7,367,313            

OPERATING EXPENSES:
Sewer operation costs 787,445               
Employee wages and benefits 619,308               
Professional fees 81,532                 
Insurance 103,794               
Maintenance and repairs 103,630               
Billing and collection costs 11,014                 
Postage, office and administration 40,721                 
Depreciation and amortization 1,952,855            

Total operating expenses 3,700,299            

Net operating income 3,667,014            

NONOPERATING REVENUES (EXPENSES):

Interest earnings 138,439               
Interest expense (921,179)             

Total Nonoperating revenues (expenses) (782,740)             

Net income before transfers 2,884,274            

TRANSFERS IN (OUT)
Transfers out (289,807)             

Total Transfers in (out) (289,807)             

NET CHANGE IN FUND BALANCE 2,594,467            

FUND BALANCE - MAY 1, 2017 18,084,430          

PRIOR PERIOD ADJUSTMENT (197,513)             

FUND BALANCE - MAY 1, 2017- RESTATED 17,886,917          

FUND BALANCE - APRIL 30, 2018 20,481,384$        

CITY OF PEKIN, ILLINOIS

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

SEWERAGE FUND

For the Year Ended April 30, 2018

See accompanying notes to financial statements.
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CASH FLOWS FROM OPERATING ACTIVITIES

Receipts from services and fees 7,365,920$        

Payments to vendors and suppliers (1,191,436)         

Payments for employees and benefits (844,511)           

Net cash from operating activities 5,329,973          

CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES

Transfers to primary government (289,807)           

Increase (decrease) in interfund receivables/liabilities 377,762             

Net cash from non-capital financing activities 87,955               

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Acquisition of capital assets (56,141)             

Principal paid on capital debt (2,171,348)         

Interest paid on capital debt (927,123)           

Net cash from capital and related financing activities (3,154,612)         

CASH FLOWS FROM INVESTING ACTIVITIES

Interest received 138,439             

Net cash from investing activities 138,439             

Net increase (decrease) in cash 2,401,755          

Cash and cash equivalents, beginning 3,031,320          

Cash and cash equivalents, ending 5,433,075$        

Reconciliation of operating income to net cash

 from operating activities:

Net operating income 3,667,014$        

Adjustments to reconcile operating income to net cash

 from operating activities:

Depreciation 1,952,855          

Changes in operating assets and liabilities

Accounts receivable (1,393)               

Other receivable -                        

Deferred outflow, pensions 108,110             

Accounts payable (63,300)             

Accrued wages 2,416                 

Compensated absences (3,891)               

Net pension liability (297,895)           

OPEB liability (414,664)           

Deferred inflow, pensions 187,269             

Deferred inflow, OPEB 193,452             

Net cash provided by operating activities 5,329,973$        

CITY OF PEKIN, ILLINOIS

STATEMENT OF CASH FLOWS

SEWERAGE FUND

For the Year Ended April 30, 2018

See accompanying notes to financial statements.
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CITY OF PEKIN, ILLINOIS 

 

SEWERAGE FUND 

 

NOTES TO FINANCIAL STATEMENTS 

 

APRIL 30, 2018 
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1. SIGNIFICANT ACCOUNTING POLICIES 

 

The financial statements of the Sewerage Fund, an enterprise fund of the City of Pekin, 

Illinois (City) have been prepared in conformity with accounting principles generally 

accepted in the United States of America, as applied to government units hereinafter referred 

to as generally accepted accounting principles (GAAP).  The Governmental Accounting 

Standards Board (GASB) is the accepted standard-setting body for establishing 

governmental accounting principles and financial reporting practices. The more significant 

of the Sewer Fund’s accounting policies are described below. 

 

A. Fund Accounting and Financial Statement Presentation 

 

 The Sewerage Fund is a fund of the City and is classified as an Enterprise Fund 

(proprietary fund type). The Sewerage Fund is designed to account for and report upon 

specific activities or certain objectives. It is included in the business-type activities in the 

Statement of Net Position and Statement of Activities of the City’s financial statements. 

Enterprise funds are generally used when fees are charged to external users for services 

and those fees are designed to recover the cost of providing services (including capital 

costs such as depreciation or debt service). These financial statements present only the 

Sewerage Fund and are not intended to present fairly the financial position, changes in 

financial position and cash flows of the City in conformity with accounting principles 

generally accepted in the United States of America. 

 

B. Basis of Accounting and Measurement 

 

The Sewerage fund is an Enterprise Fund and accordingly, employs the economic 

resources measurement focus and the accrual basis of accounting wherein revenues are 

recognized in the period in which they are earned, and expenses are recognized in the 

period in which they are incurred. 

 

C. Cash and cash equivalents  
    

The Sewerage Fund reports cash on hand, demand deposits, and short-term investments 

with original maturities of three months or less as cash and cash equivalents.  

 

D. Capital Assets 

 

Capital assets used in the operations of the Sewerage Fund are stated at cost where 

historical records are available and at estimated historical cost where no historical record 

exists. Capital assets are defined by the Sewerage Fund as assets with an initial, 

individual cost of $5,000 or more and an estimated useful life in excess of one year.  

Donated capital assets are recorded at acquisition value at the date of donation.



CITY OF PEKIN, ILLINOIS 

SEWERAGE FUND 

NOTES TO FINANCIAL STATEMENTS 
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1. SIGNIFICANT ACCOUNTING POLICIES (Continued) 

 

D. Capital Assets (Continued) 

 

  The costs of normal maintenance and repairs that do not add to the value of the asset or 

materially extend the life of the asset are not capitalized. 

 

  Capital assets are depreciated using the straight-line method over the following estimated 

useful lives:   

 

   Capital Asset Classes      Years 

   Utility plant          40 

   Machinery and equipment       5-20 

   Vehicles         5-10 

 

E. Deferred Outflows and Inflows of Resources  

 

  In addition to assets, the statement of net position will sometimes report a separate section 

for deferred outflows of resources.  This separate financial statement element, deferred 

outflows of resources, represents a consumption of net assets that applies to a future 

period(s) and so will not be recognized as an outflow of resources (expenses) until then.  

In addition to liabilities, the statement of net position will sometimes report a separate 

section for deferred inflows of resources.  This separate financial statement element, 

deferred inflows of resources, represents an acquisition of net assets that applies to a 

future period(s) and so will not be recognized as an inflow of resources (revenue) until 

that time. The Sewerage Fund recognizes deferred outflows and inflows of resources 

related to the net pension liability associated with the implementation of GASB 

Statement No. 68 and related to the OPEB liability associated with the implementation 

of GASB Statement No. 75. 

 

F. Net Position 

 

  Net position represents the difference between assets plus deferred outflows of resources 

and liabilities plus deferred inflows of resources.  Net investment in capital assets consists 

of capital assets, net of accumulated depreciation, reduced by the outstanding balance of 

any long-term debt used for acquisition, construction, or improvements of those assets. 

Net position is reported as restricted when there are limitations imposed on their use 

through enabling legislation or through external restrictions imposed by creditors, 

grantors or laws or regulations of other governments. 

 

 

  



CITY OF PEKIN, ILLINOIS 

SEWERAGE FUND 

NOTES TO FINANCIAL STATEMENTS 
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1. SIGNIFICANT ACCOUNTING POLICIES (Continued) 

 

G. Revenues and Expenses 

 

Operating revenues and expenses generally result from providing services and producing 

and delivering goods in connection with the Sewerage Fund’s principal ongoing 

operations.  All revenues and expenses not meeting this definition are reported as non-

operating revenues and expenses. Principal operating revenues are from waste water 

service fees. Principal operating expenses include sewer operating costs, wages and 

benefits, maintenance costs, and depreciation.  

 

H. Estimates 

 

  The preparation of the financial statements in conformity with accounting principles 

generally accepted in the United States of America requires management to make 

estimates and assumptions that affect the amounts reported in the financial statements 

and accompanying notes. Actual results may differ from those estimates. 

 

2. CASH 

 

The City is allowed to make deposits public funds in accounts authorized by the Public Funds 

Deposit Act (30 ILCS 225).  

 

Custodial credit risk on deposits is the risk that, in the event of the failure of a depository 

financial institution, the City will not be able to recover deposits that are in the possession of 

an outside party. The City’s investment policy requires that deposits with financial 

institutions be collateralized at 100 percent of the value of the deposit in excess of federal 

depository insurance coverage. 
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NOTES TO FINANCIAL STATEMENTS 

 

- 11 - 

 

3. CAPITAL ASSETS 

 

Capital assets activity for the year ended April 30, 2018 is as follows: 

  

 Balance 

April 30, 

2017 * 

 

 

Additions 

 

 

Disposals 

Balance  

April 30,  

2018 

Capital assets not being 

depreciated: 

    

  Land $        73,000 $                 - $              -   $         73,000 

Capital assets being 

depreciated: 

    

  Utility plant 69,684,565             33,372               -        69,717,937 

  Machinery and 

   equipment 

      

3,701,152 

             

22,769 

               

-   

      

3,723,921 

  Vehicles  561,099 -    -  561,099 

    Total 73,946,816 56,141 - 74,002,957 

Capital assets being 

amortized: 

    

  Capitalized loan costs 666,868 - - 666,868 

Less accumulated  

depreciation and 

amortization: 

    

  Utility plant 14,740,716       1,743,023               -        16,483,739 

  Machinery and 

   equipment 

 

2,745,119 

 

162,355 

 

- 

 

2,907,474 

  Vehicles 546,094 14,000 - 560,094 

  Capitalized loan costs 92,233 33,477 - 125,710 

    Total 18,124,162    1,952,855 - 20,077,017 

Capital assets being 

depreciated and 

amortized, net 

 

 

56,489,522 

 

 

(1,896,714) 

 

 

- 

 

 

54,592,808 

Total Capital assets, net $ 56,562,522 $  (1,896,714) - $  54,665,808 

 

 * restated 
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4. LONG-TERM DEBT 

 

 Changes in Long-Term Debt 

 

 A summary of  changes in long-term debt for the year ended April 30, 2018 is as follows: 

  
  Beginning      Ending  Due Within 

  Balance *  Additions  Retirements  Balance  One Year 
           

Bond Series 2010  $   5,350,000  $             -    $      315,000  $   5,035,000  $      320,000 
           

IEPA Loan-L173081   14,899,023  -         846,707   14,052,316        857,324 
           

IEPA Loan-L173082     3,086,219  -         136,696     2,949,523        139,733 
           

IEPA Loan-L174855     2,970,638  -         149,971     2,820,667        76,279 
           

IEPA Loan-L174856   10,714,209  -         503,948   10,210,261        515,580 
           

IEPA Loan-L174999     4,664,716  -         219,026  4,445,690        223,273 

Net Pension Liability     409,089  -         297,895  111,194       - 

Total OPEB Liability     1,101,847  -         414,664  687,183        26,955 
Compensated Absences     77,898  19,466        23,357  74,007        23,357 
           

  $ 43,273,639  $ 19,466  $   2,907,264  $ 40,385,841  $   2,182,501 

  

 *  restated 

 

 General Obligation Bonds, Series 2010 

 

 On August 23, 2010, The Pekin City Council passed Ordinance No. 2625-10/11, providing 

for the issuance of $7,110,000 in general obligation bonds to pay for a portion of the costs 

of construction of improvements to the City’s wastewater treatment plant and other 

improvements to the sanitary sewer system. The bonds are payable over an eighteen year 

period beginning in 2011 and ending in 2030. Annual principal payments range from 

$285,000 to $475,000. Interest rates range from 1.0% to 6.15%. The bonds qualify under 

Internal Revenue Code Section 54AA (“Qualified Build America Bonds”) which provides 

for a 35% reduction in interest costs to the City. During the year ended April 30, 2018 the 

City paid $315,000 in principal and $276,752 in interest on the bonds. 

  

 Future principal and interest payments on the general obligation bonds are a follows: 

 

Year Ended       

April 30,  Principal  Interest  Total 

2019  $     320,000  $     172,149  $     492,149 

2020       330,000       163,586       493,586 

2021       335,000       153,966       488,966 

2022       345,000       143,631       488,631 

2023       355,000       132,537       487,537 

2024-2028    1,975,000    464,139    2,439,139 

2029-2031    1,375,000    83,648  1,458,648 

Total  $  5,035,000  $  1,313,656  $  6,348,656 
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4. LONG-TERM DEBT (Continued) 

 

 Capital Loans – State of Illinois Water Pollution Control Loan Program 

 

On July 11, 2011, the City Council passed Ordinance Number 2641-11/12 authorizing the 

City to borrow funds from the State of Illinois Water Pollution Control Loan Program Fund 

for the purpose of improving the City’s sewerage system. The maximum approved amount 

to be borrowed for phases II, III, and IV of the construction project is $54,516,000. As of 

April 30, 2018, $43,096,085 of the loans had been disbursed to the City for construction 

costs to the sewerage system. The loans are payable over a 19.5 to 20 year period beginning 

in 2014 and ending in 2036. Annual principal payments range from $285,000 to $475,000. 

Interest rates range from 1.250% to 2.295 . During the year ended April 30, 2018 the City 

paid $1,856,347 in principal and $650,368 in interest on the loans. 

 

 Future principal and interest payments on the Illinois EPA loans are a follows: 

 

Year Ended       

April 30,  Principal  Interest  Total 

2019  $  1,812,189  $     585,881  $   2,398,070 

2020     1,921,189       585,527       2,506,716 

2021     1,955,420       551,296       2,506,716 

2022     1,990,306       516,410       2,506,716 

2023     2,025,860       480,764       2,506,624 

2024-2028   10,687,060    1,846,518    12,533,578 

2029-2033   11,684,592    855,017    12,539,609 

2024-2036     2,401,841    62,279  2,464,120 

Total  $34,478,457  $5,483,692  $39,962,149 

 

5. DUE TO/FROM AND TRANSFERS TO/FROM PRIMARY GOVERNMENT 

   

 Interfund receivable and payable balances at April 30, 2018 consist of $14,369 due from the 

City Insurance Fund due over charging the Sewerage Fund for insurance costs and $392,131 

due to the City Solid Waste Fund for fees collected by the Sewerage Fund on behalf of the 

Solid Waste Fund. 

 

Interfund transfers for the year ended April 30, 2018 consist of a $289,807 transfer to the 

City General Fund for administrative costs incurred by the General Fund on behalf of the 

Solid Waste Fund.  
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6. PENSION PLAN 

 

Participating employees are covered by the Illinois Municipal Retirement Fund (IMRF) 

through the City. However, the Sewerage Fund’s participation in IMRF is equivalent to a 

cost sharing multiple-employer plan since only one actuarial valuation is performed for both 

the City and the Sewerage Fund combined. All disclosures for an agent plan can be found in 

the City’s annual financial report.  

 

Plan Description 

 

For the City as a whole the plan is as follows: 

 

The City’s defined benefit pension plan for regular employees provides retirement and 

disability benefits, post retirement increases, and death benefits to plan members and 

beneficiaries.  The employer plan is affiliated with the Illinois Municipal Retirement Fund 

(IMRF), an agent multiple-employer plan.  Benefit provisions are established by statute and 

may only be changed by the General Assembly of the State of Illinois.  IMRF issues a 

publicly available financial report that includes financial statements and required 

supplementary information for the plan as a whole, but not for individual employers.  That 

report may be obtained on-line at www.imrf.org. 

 

Plan Administration 

 

All employees hired in positions that meet or exceed the prescribed annual hourly standard 

must be enrolled in IMRF as participating members. 

 

The plan is accounted for on the economic resources measurement focus and the accrual 

basis of accounting. Employer and employee contributions are recognized when earned in 

the year that the contributions are required, benefits and refunds are recognized as an expense 

and liability when due and payable. 

  

Benefits Provided 

 

IMRF provides two tiers of pension benefits.  Employees hired prior to January 1, 2011, are 

eligible for Tier 1 benefits.  For Tier 1 employees, pension benefits vest after eight years of 

service.  Participating members who retire at age 55 (reduced benefits) or after age 60 (full 

benefits) with eight years of credited service are entitled to an annual retirement benefit, 

payable monthly for life, in an amount equal to 1 2/3% of their final rate of earnings, for each 

year of credited service up to 15 years, and 2% for each year thereafter. Employees hired on 

or after January 1, 2011, are eligible for Tier 2 benefits.  For Tier 2 employees, pension 

benefits vest after 10 years of service.  Participating members who retire at age 62 (reduced 

benefits) or after age 67 (full benefits) with 10 years of credited service are entitled to an 

annual retirement benefit, payable monthly for life, in an amount equal to 1 2/3% of their 

final rate of earnings, for each year of credited service up to 15 years, and 2% for each year 

thereafter. 

  

http://www.imrf.org/
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6. PENSION PLAN (Continued) 
 

Contributions 
 

As set by statute, the regular plan members are required to contribute 4.50% of their annual 

covered salary.  The statute requires employers to contribute the amount necessary, in 

addition to member contributions, to finance the retirement coverage of its own employees.  

The employer annual required contribution rate for calendar years 2018 and 2017 was 

11.52% and 12.18%, respectively, of payroll.  The City also contributes for disability 

benefits, death benefits, and supplemental retirement benefits, all of which are pooled at the 

IMRF level.  Contribution rates for disability and death benefits are set by the IMRF Board 

of Trustees, with supplemental retirement benefits rate being set by statute.  

 

Actuarial Assumptions 

 

The following are the methods and assumptions used to determine the total pension liability 

as of December 31, 2017. 

 

   Actuarial valuation date     December 31, 2017 

 

   Asset valuation method     Market Value of Assets 

 

   Actuarial cost method     Entry Age Normal 

 

   Price inflation     2.50% 

 

   Salary increases     3.39% to 14.25% 

 

   Investment rate of return     7.50% 

 

  Retirement Age - Experience-based table of rates that are specific to the type of 

eligibility condition. Last updated for the 2017 valuation pursuant to an experience 

study of the period 2014-2016. 

 

  Mortality - For non-disabled retirees, an IMRF specific mortality table was used with 

fully generational projection scale MP-2017 (base year 2015). The IMRF specific rates 

were developed from the RP-2014 Blue Collar Health Annuitant Mortality Table with 

adjustments to match current IMRF experience. For disabled retirees, an IMRF specific 

mortality table was used with fully generational projection scale MP-2017 (base year 

2015). The IMRF specific rates were developed from the RP-2014 Disabled Retirees 

Mortality Table applying the same adjustment that were applied for non-disabled lives. 

For active members, an IMRF specific mortality table was used with fully generational 

projection scale MP-2017 (base year 2015). The IMRF specific rates were developed 

from the RP-2014 Employee Mortality Table with adjustments to match current IMRF 

experience. 
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6. PENSION PLAN (Continued) 

 

Single Discount Rate 

 

A single discount rate of 7.50% was used to measure the total pension liability. The 

projection of cash flow used to determine this single discount rate assumed that the plan 

members’ contributions will be made at the current contribution rate, and that employer 

contributions will be made rates equal to the difference between actuarially determine 

contribution rates and the member rate. The single discount rate reflects (1) the long-term 

expected rate of return on pension plan investments (during the period in which the fiduciary 

net position is projected to be sufficient to pay benefits) and (2) tax-exempt municipal bond 

rate based on an index of 20-year general obligation bonds with an average AA credit rating 

(which is published by the Federal Reserve) as of the measurement date (to the extent that 

the contributions for use with the long-term expected rate of return are not met). 

 

For the purpose of this valuation, the expected rate of return on pension plan investments is 

7.50%; the municipal bond rate is 3.31%; and the resulting single discount rate is 7.50%. 

 

Net Pension Liability 

 

At April 30, 2018, the Sewerage Fund reported a liability of  $111,194 for its proportionate 

share of the City’s net pension liability. The City’s net pension liability was measured as of 

December 31, 2017. The total pension liability was determined by an actuarial valuation as 

of that date.  The Sewerage Fund’s proportion of the net pension liability was based on the 

Sewerage Fund’s actual contribution to the plan for the year ended April 30, 2018, relative 

to the actual contributions of the City as a whole. At April 30, 2018, the Sewerage Fund’s 

proportion was 9.22% of the total contribution. 

 

Discount Rate Sensitivity 

 

The following is a sensitivity analysis of the net pension liability to changes in the discount 

rate. The table below presents the pension liability of the Sewerage Fund calculated using 

the discount rate of 7.50% as well as what the Sewerage Fund’s net pension liability would 

be if it were calculated using a discount rate that is 1 percentage point lower (6.50%) or 1 

percentage point higher (8.50%) than the current rate. 

 
  

1% Decrease 
Current  

Discount Rate 
 

1% Increase 
 (6.50%) (7.50%) (8.50%) 
    

Net pension liability (asset) $ 437,426 $  111,194 $  (160,489) 
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6. PENSION PLAN (Continued) 

 

Pension Expense, Deferred Outflows of Resources and Deferred Inflows of Resources 

 

For the year ended April 30, 2018, the Sewerage Fund reported recognized pension expense 

of $64,348. At April 30, 2018, the Sewerage Fund reported deferred outflows of resources 

and deferred inflows of resources related to IMRF from the following sources: 

  
 Deferred 

Outflows of 
Deferred 

Inflows of 
 Resources Resources 
   

Difference between expected and actual experience $ 4,958 $ 3,121 
Changes in assumption   730   71,413 
Net difference between projected and actual earnings   
  on pension plan investments 
Contributions  made after measurement date 

  - 
        22,791 

  124,749                  
- 

   
TOTAL $ 28,479 $ 199,283 

 
$22,791 reported as deferred outflows of resources related to pensions resulting from 

Sewerage Fund contributions subsequent to the measurement date will be recognized as a 

reduction of the net pension liability in the year ended April 30, 2019. 

 

Other amounts reported as deferred outflows of resources and deferred inflows of resources 

related to IMRF will be recognized in pension expense as follows: 
 

Year ended    
April 30,    

    
2019  $ (35,340)  
2020    (38,143)  
2021    (65,497)  
2022    (54,615)  
2023      -  
Thereafter    -  
    
TOTAL  $ (193,595)  

 

7. OTHER POST-EMPLOYMENT BENEFITS 

 

In addition to providing the pension benefits described, the City provides postemployment 

health care benefits (OPEB) for retired employees. However, the Sewerage Fund’s 

participation is equivalent to a cost sharing multiple-employer plan since only one actuarial 

valuation is performed for both the City and the Sewerage Fund combined. All disclosures 

for the City’s defined benefit plan can be found in the City’s annual financial report. 

  



CITY OF PEKIN, ILLINOIS 

SEWERAGE FUND 

NOTES TO FINANCIAL STATEMENTS 

 

- 18 - 

 

7. OTHER POST-EMPLOYMENT BENEFITS (Continued) 

 

Plan Description 

 

For the City as a whole the plan is as follows: 

 

The City administers a single-employer defined benefit healthcare plan. The plan provides 

post-employment health care for eligible retirees and their spouses through the City’s group 

health insurance plan. To be eligible, for benefits, an employee must quality for retirement 

under the City’s retirement plan. Upon a retiree reaching 65 years of age, Medicare becomes 

the primary insurer and the City’s plan becomes secondary. 

 

Benefit provisions are governed by the City and can be amended the City through its 

personnel manual and union contracts. No contributions are made by employees or the 

employers to fund a reserve for payment of benefits. Accordingly, there are no assets 

accumulated in a GASB-compliant trust. Since no reserve is maintained for benefit 

payments, the plan does not issue a separate stand-alone financial report. The OPEB 

obligation is generally liquidated by the General Fund and each of the City’s enterprise funds. 

 

Actuarial Assumptions and Other Inputs 

 

The Total OPEB liability at April 30, 2018, as determined by an actuarial valuation as of 

that date, was determined using the following actuarial methods and other inputs, applied to 

all periods included in the measurement unless otherwise specified 

 

   Actuarial cost method     Entry Age Normal 

 

   Assumptions 

    Inflation     2.50% 

    Salary increases     3.50% 

    Discount rate     3.97% 

    Healthcare trend rate     5.00% to 8.50% 

         5.00% Ultimate 

 

Mortality - RPH-2018 Total Dataset Mortality Table fully generational using scale 

MP-2018 (RPH-2018 table is created from RPH-2014 table with 8 years of MP-2014 

mortality improvement removed, projected to 2018 using scale MP-2018). 

 

The discount rate was based on a yield for 20-year tax-exempt general obligation 

municipal bond with an average rating of AA/Aa or higher at April 30, 2018. 
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7. OTHER POST-EMPLOYMENT BENEFITS (Continued) 

 

OPEB Liability 

 

At April 30, 2018, the Sewerage Fund reported a liability of  $687,183 for its proportionate 

share of the City’s total OPEB liability. The City’s total OPEB liability was measured as of 

April 30, 2018. The total OPEB liability was determined by an actuarial valuation as of that 

date.  The Sewerage Fund’s proportion of the total OPEB liability was based on the 

Sewerage Fund’s actual health insurance contributions for the year ended April 30, 2018, 

relative to the actual contributions of the City as a whole. At April 30, 2018, the Sewerage 

Fund’s proportion was 3.24% of the total contribution. 

 

Rate Sensitivity 

 

The following is a sensitivity analysis of the total OPEB liability to changes in the discount 

rate and the healthcare cost trend rate. The table below presents the total OPEB liability of 

the Sewerage Fund calculated using the discount rate of 3.97% as well as what the Sewerage 

Fund’s total OPEB liability would be if it were calculated using a discount rate that is 1 

percentage point lower (2.97%) or 1 percentage point higher (4.97%) than the current rate. 

 
  

1% Decrease 
Current  

Discount Rate 
 

1% Increase 
 (2.97%) (3.97%) (4.97%) 
    

Total OPEB liability $ 770,018 $  687,183 $  617,637 
 

The table below presents the total OPEB liability of the Sewerage Fund calculated using the 

healthcare cost trend rate of 5.00% to 8.5% as well as what the Sewerage Fund’s total OPEB 

liability would be if it were calculated using a healthcare cost trend rate that is 1 percentage 

point lower (4.00% to 7.50%) or 1 percentage point higher (6.00% to 9.50%) than the current 

rate. 

 
  

 
1% Decrease 

Current  
Healthcare 

Rate 

 
 

1% Increase 
 (Varies) (Varies) (Varies) 
    

Total OPEB liability $ 605,934 $  687,183 $  786,133 
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7. OTHER POST-EMPLOYMENT BENEFITS (Continued) 

 

OPEB Expense, Deferred Outflows of Resources and Deferred Inflows of Resources 

 

For the year ended April 30, 2018, the Sewerage Fund reported recognized OPEB expense 

of $(221,213). At April 30, 2018, the Sewerage Fund reported deferred outflows of resources 

and deferred inflows of resources related to OPEB from the following sources: 

  
 Deferred 

Outflows of 
Deferred 

Inflows of 
 Resources Resources 
   

Difference between expected and actual experience $ - $ 200,318 
Changes in assumption   -   54,549 
   
TOTAL $ - $ 254,867 

 
Amounts reported as deferred outflows of resources and deferred inflows of resources 

related to OPEB will be recognized in pension expense as follows: 
 

Year ended    
April 30,    

    
2019  $ (37,412)  
2020  (37,412)  
2021  (37,412)  
2022  (37,412)  
2023  (37,412)  
Thereafter    (67,807)  
    
TOTAL  $ (254,867)  

 

8. RISK MANAGEMENT 
 

 The Sewerage Fund is exposed to various risks of loss related to torts; theft of, damage to, 
and destruction of assets; errors and omissions; injuries to employees; illnesses of 
employees; and natural disasters. The City belongs to the Illinois Municipal League Risk 
Management Fund, a public entity risk pool for general liability and workers compensation. 
Beginning in October 2017, the City began self-insurance for its employee health insurance. 
The City reports claim expenditures and liabilities when it is probable that a  loss has 
occurred and the amount of that loss can be reasonably estimated. The Sewerage Fund 
participates in the City’s self-funded health insurance plan and pays a monthly premium for 
health insurance costs. 

  

Settled claims from these risks have not exceeded commercial insurance coverage for the 

past three fiscal years. 
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9. PRIOR PERIOD ADJUSTMENTS 

 

During the fiscal year, the Sewerage Fund recorded prior period adjustments to recognize 

the effect of recording the following: 

• Net pension liability and related deferred inflows and outflows of resources in 

accordance with GASB Statement No. 68. 

• Total OPEB liability and related deferred inflows and outflows of resources in 

accordance with GASB Statement No. 75. 

• To restate the beginning balance of compensated absences that was never recorded 

in the fund. 

• To restate the beginning balance of accounts receivable for unbilled receivables not 

reported in the appropriate period. 

• To restate the beginning balance of capital assets, accumulated depreciation and 

depreciation for incorrect recording of capital assets and related depreciation in prior 

periods. 

• To restate the beginning balance of loans payable account for incorrect recording of 

principal and interest payments. 

• To record unrecorded receivable and that related to a prior period. 

 

Net position, May 1, 2017 (as previously reported) $         18,084,430 

  Restatement: GASB Statement No. 68 (284,514) 

  Restatement: GASB Statement No. 75 (1,163,262) 

  Restatement: Compensated absences (77,898) 

  Restatement: Unbilled receivables 589,008 

  Restatement: Capital assets 205,382 

  Restatement: Loan payable (16,229) 

  Restatement: Unrecorded receivable 550,000 

Net position, May 1, 2017 (as restated) $        17,886,917 

 

 

 

 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

REQUIRED SUPPLEMENTARY INFORMATION 

 

 



FISCAL YEAR ENDING APRIL 30, 2018 2017 2016

Actuarially determined contribution 66,864$         66,705$         65,920$         

Contributions in relation to the

  actuarially determined contribution 66,864           66,705           65,920           

Contribution deficiency (excess) -$                  -$                  -$                  

Covered payroll 559,794$       528,582$       521,305$       

Contributions as a percentage

  of covered payroll 11.94% 12.62% 12.65%

Notes to schedule:

The information presented was determined as part of the actuarial valuations as of December 31 of the prior

year. Information as of the latest actuarial valuation presented is as follows: the actuarial cost method was

entry-age normal; the amortization method was level percent of payroll, closed and the amortization period 

was 26 years; the asset valuation method was 5-year smoothed market; and the significant actuarial assumptions 

were an investment rate of return at 7.50% annually, projected salary increases assumption of 3.75% to 14.50%

compounded annually and postretirement benefit increases of 3.00% compounded annually.

Ultimately, this schedule should present information for the last ten years. However, until ten years of information  

can be compiled, information should be presented for as many years as is available.

CITY OF PEKIN, ILLINOIS

SEWERAGE FUND
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ILLINOIS MUNICIPAL RETIREMENT FUND

Last Three Fiscal Years
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MEASUREMENT DATE DECEMBER 31, 2017 2016 2015

Sewerage Fund's proportion of net pension liability 9.22% 9.51% 9.51%

Sewerage Fund's proportionate share of net pension liability 111,194$  409,089$  416,657$  

Sewerage Fund's covered payroll 542,028$  529,249$  477,421$  

Sewerage Fund's proportionate share of net pension liability

 as a percentage of its covered payroll 20.51% 77.30% 87.27%

Plan fiduciary net position as a percentage of the total pension liability 95.91% 85.36% 84.56%

Ultimately, this schedule should present information for the last ten years. However, until ten years of information  

can be compiled, information should be presented for as many years as is available.

CITY OF PEKIN, ILLINOIS

SEWERAGE FUND

SCHEDULE OF PROPORTIONATE SHARE

OF THE NET PENSION LIABILITY - IMRF

Last Three Fiscal Years
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MEASUREMENT DATE APRIL 30, 2018 2017

Sewerage Fund's proportion of total OPEB liability 3.24% 3.83%

Sewerage Fund's proportionate share of total OPEB liability 687,183$      1,101,847$   

Sewerage Fund's covered payroll 398,990$      492,006$      

Sewerage Fund's proportionate share of total OPEB liability

 as a percentage of its covered payroll 172.23% 223.95%

Ultimately, this schedule should present information for the last ten years. However, until ten years of information  

can be compiled, information should be presented for as many years as is available.

CITY OF PEKIN, ILLINOIS

SEWERAGE FUND
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