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INDEPENDENT AUDITORS’ REPORT 
 
 
To the Board of Commissioners 
Pittsylvania County Service Authority 
Danville, Virginia   
 

We have audited the accompanying financial statements of the business-type activities of Pittsylvania 
County Service Authority, a component unit of Pittsylvania County, Virginia, as of  and for the year 
ended December 31, 2018, and the related notes to the financial statements, which comprise the 
Authority’s basic financial statements as listed in the table of contents. 
 

Management’s Responsibility for the Financial Statements 
 

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 

Auditors’ Responsibility 
 

Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States and Specifications for Audits of Authorities, 
Boards, and Commissions issued by the Auditor of Public Accounts of the Commonwealth of Virginia.  
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 auditors’ 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. 
 

Opinion 
 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the business-type activities of Pittsylvania County Service Authority, as of 
December 31, 2018, and the respective changes in financial position and cash flows thereof for the year 
then ended in accordance with accounting principles generally accepted in the United States of America. 
 



 

 

Change in Accounting Principle 
 
As described in Note 1 to the financial statements, in 2018 the Authority adopted new accounting 
guidance, GASB Statement No. 74, Financial Reporting for Postemployment Benefit Plans Other Than 
Pensions and GASB No. 75, Accounting for Financial Reporting for Postemployment Benefits Other 
Than Pensions.  Our opinion is not modified with respect to this matter. 
 

Other Matters 
 

Required Supplementary Information 
 

Management has omitted the Management’s Discussion and Analysis Section 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 the missing 
information.  Other required supplementary information related to the pension and group life insurance 
are also not a required part of the basic financial statements but are supplementary information required 
by U.S. generally accepted accounting principles.  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 responses to our inquiries, the basic 
financial statements, and other knowledge we obtained during our audit of the basic financial statements.  
We do not express an opinion or provide any assurance on the information because the limited procedures 
do not provide us with sufficient evidence to express an opinion or provide any assurance. 
 

Other Information 
 

Our audit was conducted for the purpose of forming an opinion on the financial statements of the 
business-type activities that comprise the Pittsylvania County Service Authority’s basic financial 
statements.  The schedule of Water Pumping and General and Administrative Expense Schedules, is 
presented for purpose of additional analysis and is not a required part of the basic financial statements.  
This schedule is the responsibility of management and was derived from and relates directly to the 
underlying accounting and other records used to prepare the basic financial statements.  The information 
has been subjected to the auditing procedures applied in the audit of the basic financial statements and 
certain additional procedures, including comparing and reconciling such information directly to the 
underlying accounting and other records used to prepare the basic financial statements or to the basic 
financial statements themselves, and other additional procedures in accordance with auditing standards 
generally accepted in the United States of America.  In our opinion, the information is fairly stated in all 
material respects in relation to the financial statements as a whole.  
 

Other Reporting Required by Government Auditing Standards 
 

In accordance with Government Auditing Standards, we have also issued our report dated March 12, 2019 
on our consideration of Pittsylvania County Service Authority’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 solely 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 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 Pittsylvania County Service Authority’s internal control over financial reporting and 
compliance. 

     
Danville, Virginia 
March 12, 2019 

2



 

 

  

 

ASSETS 
Current Assets:

Cash and cash equivalents 511,074$          
Investments 300,360
Accounts receivables - trade 433,576
Capital lease receivable - current portion 20,359
Inventory 37,887
Prepaid expenses 53,530

Total current assets 1,356,786          

Other Assets:
Investments - non-current 2,744,022
Capital lease receivable non-current portion 158,132

Total other assets 2,902,154          

Capital Assets:
Total capital assets - Utility plant net of accumulated depreciation 32,662,651

Deferred Outflows of Resources:
Pension and group life insurance contributions 84,837

Total non-current assets 35,649,642        
Total assets 37,006,428$      

LIABILITIES AND NET POSITION
Current Liabilities:

Accounts payable 150,557$          
Accounts payable - Pittsylvania County 23,000
Wage accrual and payroll related liabilities 8,158
Unearned connection fees  65,169
Customer advances 195,448

Total current liabilities 442,332             

Net pension liability 305,625

Net group life insurance liability 23,000

Deferred Inflows of Resources:
Unamortized balance - VRS 101,574

Net Position:
Investment in capital assets  32,662,651       
VRS net position (331,160)           
Unrestricted 3,802,406         

Total net position 36,133,897        
Total liabilities and net position 37,006,428$      

PITTSYLVANIA COUNTY SERVICE AUTHORITY
STATEMENT OF NET POSITION

December 31, 2018
See Independent Auditors' Report

 The accompanying notes are an integral part of the financial statements. 
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Operating Revenues:
Water service 1,696,779$       
Sewer service 929,031
Hydrant rental 78,800
Water connection charges 23,603
Sewer connection charges 10,210
Penalties 31,270
Account charges 7,864
Reconnection charges 17,130
Sale of materials and supplies 3,173

Total operating revenues 2,797,860$       

Operating Expenses:
Source of supply:

Purchased water 735,375$          
Water pumping expenses (See Schedule 1) 252,311
Water distribution:

Maintenance of mains and accessories 170,924
Water samples testing 21,766

Sewage treatment:
Contracted sewage treatment 697,717
Maintenance 224,335

Engineering 82,734
Depreciation expense 810,659
General and administrative (See Schedule 1) 642,293            

Total operating expenses 3,638,114$       

Net operating (loss) (840,254)$        

Non Operating Revenues (Expenses):
Interest earned on bank deposits and investments 72,018$            
(Loss) on investments (4,521)              

Net non operating revenues 67,497              
(Loss) before capital contributions (772,757)$        

Contributed capital/contributions in aid of construction 2,015,065

Increse in net position 1,242,308$       

Net position at beginning of year, as restated 34,891,589       

Net position at end of year 36,133,897$     

PITTSYLVANIA COUNTY SERVICE AUTHORITY

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION
For the Year Ended December 31, 2018

See Independent Auditors' Report

 
The accompanying notes are an integral part of the financial statements. 
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Cash Flows from Operating Activities:
Cash received from customers 2,738,593$   
Cash paid to suppliers for goods and services (2,418,460)   
Cash paid to employees for services (382,291)      

Net cash (used in) operating activities (62,158)        

Cash Provided by (used in) Capital and Related Financing Activities:
(Increase) in deferred outflows (111)             
Principal collections on capital leases 20,360          
(Increase) in pension and group life insurance liability (26,590)        
Purchase of capital assets (27,660)        

Net cash (used in) capital 
    and related financing activities (34,001)        

Cash Flows from Investing Activities:
(Decrease) in noncurrent investments (254,150)      
Interest received 72,018          

Net cash (used in) investing activities (182,132)      

Net (decrease) in cash and cash equivalents (278,291)      

Cash and Cash Equivalents
Balances - beginning of year 789,365        

Balances - end of year 511,074$     

Reconciliation of Operating (Loss) to Net Cash (Used In) Operating Activities

Net (loss) from operations (840,254)$    
Adjustments to reconcile net operating (loss)

to net cash (used in) operating activities:
Depreciation 810,659        
Changes in assets and liabilities:

(Increase) in trade and other receivables (63,860)        
Decrease in inventory 3,565            
(Increase) in current investments (13,616)        
(Increase) in prepaid expenses (1,026)          
Increase in trade accounts payable and accruals 24,165          
Increase in customer advances 22,009          
(Decrease) in unearned connection fees (3,800)          

Net cash (used in) operating activities (62,158)$      

PITTSYLVANIA COUNTY SERVICE AUTHORITY

STATEMENT OF CASH FLOWS
For the Year Ended December 31, 2018

See Independent Auditors' Report

 
 

The accompanying notes are an integral part of the financial statements. 
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PITTSYLVANIA COUNTY SERVICE AUTHORITY 
 

NOTES TO FINANCIAL STATEMENTS 
 
 
Note 1. Description and Purpose of Authority 
 

The Pittsylvania County Service Authority (Authority) provides water and sewer services to the 
residents of Pittsylvania County, Virginia.  The Authority is a governmental entity, a political 
subdivision of the Commonwealth of Virginia chartered February 27, 1973, under the Water 
and Sewer Authorities Act of 1950 of the Commonwealth of Virginia, as amended.   

 
Note 2. Reporting Entity 
  

The intent in establishing the Authority was to develop a public utility that would ultimately be 
self-sustaining, funded by the revenues it generates for the services it provides through charges 
to customers.  At this time, the Authority continues to receive financial assistance from 
Pittsylvania County in the form of capital expenditures and debt service.  A seven-member 
Board of Commissioners is appointed by the Pittsylvania County Board of Supervisors to 
govern the Authority.  Commissioners are appointed for staggered four-year terms.   

  

The Authority’s Board of Commissioners is responsible for reviewing, approving, and revising 
its budget, control over the hiring of management and employees, and rate setting for charges to 
customers.  The Authority’s Charter establishes that the Pittsylvania County Board of 
Supervisors cannot impose its will upon the Authority; however, beginning in 2005 (See Note 
11 - Moral Obligation Agreement) the Authority received a commitment from Pittsylvania 
County to underwrite certain debt service requirements of the Authority subject to 
appropriation by future Boards of Supervisors.  Agreeing to underwrite this debt established a 
financial benefit/burden relationship which had not formally existed previously.  The final debt 
service payment was made during the current fiscal year; however, the County continues to 
fund construction projects for the Authority on an ongoing basis.  The Authority is deemed a 
component unit of Pittsylvania County, Virginia, and as such the assets, liabilities, operations, 
and cash flows of the Authority are reported in the financial statements of Pittsylvania County. 

 
Note 3. Summary of Significant Accounting Policies 
 

Measurement focus and basis of accounting: 
 

The accounting policies and financial reporting of the Authority conform to accounting 
principles generally accepted in the United States of America applicable to governmental 
"enterprise" units.  Accordingly, the accompanying financial statements are prepared in 
accordance with pronouncements issued by the Governmental Accounting Standards Board 
(GASB) in Statement No. 34, Basic Financial Statements - and Management's Discussion and 
Analysis - for State and Local Governments, as it applies to enterprise units. 

 

The accompanying financial statements are presented using governmental accounting standards 
applicable to enterprise funds in accordance with Governmental Accounting Standards Board 
(GASB) Statement No. 20, Accounting and Financial Reporting for Proprietary Funds and 
Other Governmental Entities That Use Proprietary Fund Accounting.   

 

The Board has elected to apply all applicable FASB pronouncements and Accounting 
Principles Board Opinions, issued on or before December 31, 1989, unless those 
pronouncements conflict with or contradict GASB pronouncements.  The Board also elected 
not to apply FASB pronouncements issued after December 31, 1989. 
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PITTSYLVANIA COUNTY SERVICE AUTHORITY 
 

NOTES TO FINANCIAL STATEMENTS 
 
 
Note 3. Summary of Significant Accounting Policies (Continued)  

 

The accrual basis of accounting is used by the Authority for financial reporting, and thus, 
revenues are recognized when earned and expenses when incurred.  The Authority 
distinguishes operating revenues and expenses from non-operating revenues and expenses.  
Operating revenues and expenses generally result from providing services and producing and 
delivering goods in connection with the Authority’s principal operations.  The principal 
operating revenues are charges to customers from sales of water and sewer services.  Hydrant 
rentals, connection charges, and various other sales and administrative services are also charged 
to operating revenue.  Operating expenses include the costs of services and sales, general and 
administrative expenses, and charges to depreciation for capital assets in service.  Revenue and 
expenses not meeting the previous definitions are reported as non-operating revenues and 
expenses. 

 

 Cash and cash equivalents: 
 

For the purposes of the statement of cash flows, cash and cash equivalents are defined as short-
term, highly liquid investments that are both readily convertible to known amounts of cash, and 
investments with a maturity of 90 days or less from the original purchase date.  This includes 
certificates of deposits, short-term repurchase agreements, and liquid asset investment accounts. 

 

Inventory: 
 

The Authority maintains its inventory of materials and parts through a perpetual inventory 
system adjusted periodically for physical counts.  The inventory is valued at cost on a first-in, 
first-out basis of accounting.  Inventory consists primarily of maintenance items and are 
expensed when consumed rather than when purchased. 

 

Investments: 
 

Investments are reported at fair value in the statement of net assets.  Changes in the fair value 
of investments are recorded as non-operating income in the statement of revenues, expenses, 
and changes in net assets.  Fair value is estimated based on quoted market prices at year-end. 
 

Capital assets: 
 

Capital assets are defined by the Authority as assets with an initial, individual cost of more than 
$500 and an estimated useful life in excess of one year.  The Authority’s capital assets 
(comprised mainly of the utility plant in service) are stated at cost.  From time to time third 
parties, including Pittsylvania County, land developers, and customers, complete water and 
sewer construction and contribute the completed construction to the Authority to own and 
maintain.  Facilities contributed to the Authority in such a manner are recorded at fair value, 
generally the contributor's original cost, and added to the utility plant in service.  A 
corresponding income amount is recorded as contributed capital/contributions in aid of 
construction.  Depreciation is computed using the 150% declining balance method with useful 
lives varying from 5 to 20 years for equipment and 66 2/3 years for structures, lines, and 
accessories.  When a capital asset is retired or otherwise disposed of, the related cost and 
accumulated depreciation are eliminated from the accounts, and any resulting gain or loss is 
reflected as non-operating revenue or expense. 
 

Major outlays for capital assets and improvements are capitalized as construction of the 
projects are completed.  The cost of normal maintenance and repairs that do not add to the 
value of the asset or materially extend asset lives are expensed each year.   
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PITTSYLVANIA COUNTY SERVICE AUTHORITY 
 

NOTES TO FINANCIAL STATEMENTS 
 
 
Note 3. Summary of Significant Accounting Policies (Continued)  
 

 Unbilled revenue: 
 

 The Authority records the amount of accrued but unbilled revenue by prorating actual 
subsequent billings.  Amounts accrued but unbilled were approximately $215,217  at December 
31, 2018, respectively, and are included in accounts receivable, trade on the statement of net 
position. 

 

Long-term obligations: 
 

Bond premiums and discounts, as well as issuance costs, are deferred and amortized over the 
life of the bonds.  Bonds payable, where applicable, are reported net of the applicable bond 
premium or discount.  

 

Interest on indebtedness: 
 

Interest costs of the Authority are treated as non-operating expenses.  Any interest incurred 
during the construction phase of capital assets for business-type activities is included as part of 
the capitalized value of the assets constructed.  There were no capitalized interest costs for the 
year ended December 31, 2018.   
 

Operating revenues and expenses: 
 

Operating revenues, such as charges for services, result from exchange transactions associated 
with providing water and sewer services.  Exchange transactions are those in which each party 
receives and gives up essentially equal values.  Operating expenses for the Authority include 
the cost of services, administrative expenses, and depreciation of capital assets.  Any other 
costs are reported as non-operating expenses.  Non-operating revenues, such as investment 
earnings, result from non-exchange transactions or ancillary activities.   
 

Concentration of credit risk: 
 

The Authority is engaged primarily in providing water and sewer service.  In that capacity, 
credit is extended to customers, substantially all of whom are local residents and businesses.  
The Authority is also dependent on Pittsylvania County to fund a portion of its debt service 
requirements, if any, through the year ending December 31, 2018, and the funding of any 
significant additions and improvements to its system of water and sewer lines. 
 

Compensated absences: 
 

Authority employees earn vacation and sick leave each month at rates established by the Board 
of Commissioners.  No benefit or pay is received for unused sick leave or vacation leave upon 
termination.  At December 31, 2018, the Authority had no liability for compensated absences. 
 

Bad debts: 
 

Bad debts that may occur during the normal course of business are written off under the direct 
charge-off method in the year the debt is deemed uncollectible.  No amount has been reserved 
for bad debts inasmuch as anticipated uncollectible amounts are deemed to be immaterial. 
 

Use of estimates: 
 

The preparation of financial statements in conformity with accounting principles generally 
accepted in the United States of America requires management to make estimates and 
assumptions that affect certain reported amounts and disclosures.  Accordingly, actual results 
could differ from those estimates. 
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PITTSYLVANIA COUNTY SERVICE AUTHORITY 
 

NOTES TO FINANCIAL STATEMENTS 
 
 

Note 3. Summary of Significant Accounting Policies (Continued) 
 

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 Political Subdivision’s Retirement Plan, and the additions to/deductions 
from the Political Subdivision’s Retirement Plan’s net fiduciary position have been determined 
on the same basis as they were reported by the Virginia Retirement System (VRS).  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. 
 
Net position: 
 
Net position is the difference between (a) assets and deferred outflows of resources and (b) 
liabilities and deferred inflows of resources.  Net investment in capital assets represents capital 
assets, less accumulated depreciation, less any outstanding debt related to the acquisition, 
construction, or improvement of those assets.  Deferred outflows of resources and deferred 
inflows of resources that are attributable to the acquisition, construction, or improvement of 
those assets or related debt are also included in this component of net position. 

 
Deferred outflows/inflows of resources: 
 
In addition to assets, the statement of financial 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 positon that applies to a future period(s) 
and so will not be recognized as an outflow of resources (expense/expenditure) until then.  The 
County has one item that qualifies for reporting in this category.  It is comprised of 
contributions to the pension plan made during the current year and subsequent to the net 
pension liability measurement date, which will be recognized as a reduction of the net pension 
liability next fiscal year.  For more detailed information on these items, reference the pension 
note. 
 
In addition to liabilities, the statement of financial 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 position that applies to a future period(s) 
and so will not be recognized as an inflow of resources (revenue) until that time.  Certain items 
related to the measurement of the net pension liability are reported as deferred inflows of 
resources.  These include differences between expected and actual experience, change in 
assumptions, the net difference between projected and actual earnings on pension plan 
investments and changes in proportion and differences between employer contributions and 
proportionate share of contributions.  For more detailed information on these items, reference 
the pension note. 
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PITTSYLVANIA COUNTY SERVICE AUTHORITY 
 

NOTES TO FINANCIAL STATEMENTS 
 
 

Note 3. Summary of Significant Accounting Policies (Continued) 
 

New accounting pronouncements: 
 
In fiscal year 2018, management adopted the provisions of the Governmental Accounting 
Standards Board Statement No. 74, Financial Reporting for Postemployment Benefit Plans 
Other Than Pension Plans and Governmental Accounting Standards Board Statement No. 75, 
Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions. The 
statements replace the requirements of GASB statements No. 43 and No. 45 on accounting and 
financial reporting by employers for postemployment benefits other than pensions. See Note 8 
for the restatement of beginning net position. 
 
Group life insurance: 
 
The Virginia Retirement System (VRS) Group Life Insurance Program is a multiple employer, 
cost-sharing plan.  It provides coverage to state employees, teachers, and employees of 
participating political subdivisions. The Group Life Insurance Program was established 
pursuant to §51.1-500 et seq. of the Code of Virginia, as amended, and which provides the 
authority under which benefit terms are established or may be amended.  The Group Life 
Insurance Program is a defined benefit plan that provides a basic group life insurance benefit 
for employees of participating employers. For purposes of measuring the net Group Life 
Insurance Program OPEB liability, deferred outflows of resources and deferred inflows of 
resources related to the Group Life Insurance Program OPEB, and Group Life Insurance 
Program OPEB expense, information about the fiduciary net position of the Virginia 
Retirement System (VRS) Group Life Insurance program OPEB, and the additions 
to/deductions from the VRS Group Life Insurance Program OPEB’s net fiduciary position have 
been determined on the same basis as they were reported by VRS.  In addition, benefit 
payments are recognized when due and payable in accordance with the benefit terms.  
Investments are reported at fair value. 
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PITTSYLVANIA COUNTY SERVICE AUTHORITY 
 

NOTES TO FINANCIAL STATEMENTS 
 
 
 
Note 4. Cash Deposits  

 

Cash deposits – short-term: 
 

At December 31, 2018, the carrying value of the Authority's short-term bank deposits totaled 
$511,074, and the corresponding bank balance amounted to $514,112.  All of the Authority’s 
short-term cash on deposit with banks and savings institutions were collateralized in accordance 
with the Virginia Security for Public Deposits Act, Section 2.2-4400, et seq., Code of Virginia.  
Under the Act, banks holding public deposits in excess of the amounts insured by FDIC must 
pledge collateral in the amount of 50% of excess deposits to a collateral pool in the name of the 
State Treasury Board.  The State Treasury Board is responsible for monitoring compliance with 
the collateralization and reporting requirements of the Act and for notifying participating 
depositors of the bank’s compliance.   
 

Investments: 
 

Statutes authorize local government and other public bodies to invest in obligations of the 
United States or agencies thereof, obligations of the Commonwealth of Virginia or political 
subdivisions thereof, obligations of the International Bank for Reconstruction and Development 
(World Bank), the Asian Development Bank, the African Development Bank, “prime quality" 
commercial paper, and certain corporate notes, banker's acceptances, repurchase agreements, 
and the State Treasurer's Local Government Investment Pool (LGIP).   
 
The Authority does not have a written investment policy. 
 

Interest Rate Risk – The Authority limits its exposure to fair value losses arising from 
increasing interest rates by limiting the investments period to no more than 30 months.  
 

Credit Risk – The Authority does not have a policy regarding credit risk.   
 

Concentration of Credit Risk – The Authority does not place a limit on the amount of 
investments held with any one issuer. 
 

Investments are reported at fair value based on quoted market prices.  As of December 31, 
2018, the Authority's investments and maturities were as follows: 

Approximate Less
Fair Value Than 1 1-5

Certificates of Deposit 3,044,382$ 300,360$    2,744,022$  

Investment 
Maturities (in Years)

Investment Type

 
 
Note 5. Accounts Receivable - Trade 

 

Accounts receivables at December 31, 2018 consisted of the following: 
 

Water and sewer services billed 218,359
Water and sewer services unbilled 215,217

433,576$    
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PITTSYLVANIA COUNTY SERVICE AUTHORITY 
 

NOTES TO FINANCIAL STATEMENTS 
 
 
 
Note 6. Capital Lease Receivable 

 

The Town of Gretna annexed a portion of Pittsylvania County which incorporated water lines 
belonging to Pittsylvania County Service Authority.  In 2013, the Town contracted to purchase 
those lines that now lie inside the corporate limits of the Town through a capital lease.  The 
lease obligation requires the Town to make annual payments of $25,000 for a period of fourteen 
years for a total of $350,000.  In the event that the Town defaults on this obligation, the 
facilities would revert back to the Authority.  At December 31, 2018, the outstanding balance 
on this obligation was $178,493 applying an interest rate of 2.7% per annum.  A summary of 
the annual maturities on the lease receivable for the next five years and thereafter is as follows: 

Amount
Year Receivable Principal Interest
2019 25,000$      20,359$      4,641$         
2020 25,000        20,889        4,111           
2021 25,000        21,432        3,568           
2022 25,000        21,989        3,011           
2023 25,000        22,561        2,439           

2024 - 2026 75,000        71,261        3,739           
200,000$    178,491$    21,509$       

 
 

Note 7. Contributed Capital 
 

Contributions received from Pittsylvania County, private corporations, individuals, and others 
that are used to defray a part, or all, of the costs of installing additions to the utility plant or 
retirement of the related debt, are credited to contributed capital - contributions in aid of 
construction.  The Authority reports cash and non-cash contributions as part of non-operating 
revenues (expenses).  Contributed capital for the year ended December 31, 2018 consisted of 
the following: 

Pittsylvania County Contributions:
Debt Service Contributions -$               
Noncash contribution - construction in progress 2,015,065      

2,015,065$    

 

Note 8. Construction Work in Process 
 

Below are the major categories of construction work in progress costs from beginning to end of 
this fiscal year, with new costs incurred, the completed projects transferred out, and costs of 
projects remaining incomplete at December 31, 2018: 

Beginning Added Completed Ending
Description Balance Costs Construction Balance

Water Projects -$                -$            -$         -$               
Sewer Projects 7,000              2,015,065   -           2,022,065      

7,000$            2,015,065$ -$         2,022,065$    
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PITTSYLVANIA COUNTY SERVICE AUTHORITY 
 

NOTES TO FINANCIAL STATEMENTS 
 
 
 
Note 9. Utility Plant in Service 
 

Changes in capital assets from December 31, 2017 to December 31, 2018 were as follows: 
 

Non-depreciable assets: 

2017 Increase Decrease 2018

Construction in progress 7,000$            2,015,065$ -$         2,022,065$    

Land and land rights 55,244            -              -           55,244           
Land improvements 1,210              -              -           1,210             

Total land and improvements 56,454            -              -           56,454           

Total non-depreciable assets 63,454            2,015,065   -           2,078,519      
 

Depreciable assets: 

Buildings and operating equipment:
Water systems 30,100,010     -              -           30,100,010    
Sewer systems 14,590,081     -              -           14,590,081    
Shop, tools, and equipment 314,959          -            -           314,959         
Office building 398,119          -              -           398,119         

Total 45,403,169     -              -           45,403,169    
Accumulated Depreciation (14,187,377)   (762,031)    -           (14,949,408)   
Net book value 31,215,792     (762,031)    -           30,453,761    

Transportation equipment:
Sewer systems vehicles 284,707          27,662        -           312,369         

Accumulated Depreciation (164,514)        (30,776)      -           (195,290)        
Net book value 120,193          (3,114)        -           117,079         

Office equipment:
Support departments 178,524          -              -           178,524         

Accumulated Depreciation (147,380)        (17,852)      -           (165,232)        
Net book value 31,144            (17,852)      -           13,292           

Total depreciable assets (net) 31,367,129     (782,997)    -           30,584,132    

Total capital assets (net) 31,430,583$   1,232,068$ -$         32,662,651$  

 

Note 10. Unearned Connection Fees and Deposits 
 

Unearned connection fees totaling $65,169 represent charges and deposits received for 
connections which had not been completed as of December 31, 2018. 
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PITTSYLVANIA COUNTY SERVICE AUTHORITY 
 

NOTES TO FINANCIAL STATEMENTS 
 
 
 
Note 11. Defined Benefit Pension Plan 
 

Plan Description - All full-time, salaried, permanent employees of the Authority are 
automatically covered by VRS Retirement Plan upon employment.  This plan is administered 
by the Virginia Retirement System (the System) along with plans for other employer groups in 
the Commonwealth of Virginia.  Members earn one month of service credit for each month 
they are employed and for which they and their employer pay contributions to VRS.  Members 
are eligible to purchase prior service, based on specific criteria as defined in the Code of 
Virginia, as amended.  Eligible prior service that may be purchased includes prior public 
service, active military service, certain periods of leave, and previously refunded service.  
 

The System administers three different benefit structures for covered employees referred to 
here as Plan 1, Plan 2, and Hybrid Plan.  Each of these benefit structures has a different 
eligibility criteria.  The specific information for each plan and the eligibility for covered groups 
within each plan is described below. 
 
About Plan 1 
 

Plan 1 is a defined benefit plan. The retirement benefit is based on a member’s age, 
creditable service, and average final compensation at retirement determined by a formula.  
Employees are eligible for Plan 1 if their membership date is before July 1, 2010, and they 
were vested as of January 1, 2013. 

 

About Plan 2  
 

Plan 2 is also a defined benefit plan.  The retirement benefit is based on a member’s age, 
creditable service, and average final compensation at retirement determined by a formula.  
Employees are eligible for Plan 2 if their membership date is on or after July 1, 2010, or 
their membership date is before July 1, 2010, and they were not vested as of January 1, 
2013.  None of the Authority’s employees are currently covered under Plan 2. 

 

About the Hybrid Retirement Plan 
 

New personnel employed going forward will come under the provisions of what is referred 
to as the Hybrid Retirement Plan.  The Hybrid Retirement Plan combines the features of a 
defined benefit plan and a defined contribution plan.  Most members hired on or after 
January 1, 2014 will be covered by this plan.  Also, members of Plans 1 and 2 were eligible 
to opt into the Hybrid plan during a special election window, which has now expired, and 
the option was exercised by one employee.   

 

•  The defined benefit is based on a member’s age, creditable service, and average final 
compensation at retirement determined by a formula.  

• The benefit from the defined contribution component of the plan depends on the 
member and employer contributions made to the plan and the investment performance 
of those contributions.  

•  In addition to the monthly benefit payment payable from the defined benefit plan at 
retirement, a member may start receiving distributions from the balance in the defined 
contribution account, reflecting the contributions, investment gains or losses, and any 
required fees.  
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PITTSYLVANIA COUNTY SERVICE AUTHORITY 
 

NOTES TO FINANCIAL STATEMENTS 
 
 
 
Note 11. Defined Benefit Pension Plan (continued) 

 
Eligibility:  

 

 Plan 1 - Employees are eligible if their membership date is before July 1, 2010, and they 
were vested as of January 1, 2013.  

 

 Plan 2 - Employees are eligible if their membership date is on or after July 1, 2010, or 
their membership date is before July 1, 2010, and they were not vested as of January 1, 
2013.  

 

 Hybrid Retirement Plan - Employees are eligible if their membership date is on or after 
January 1, 2014 or if they elected this plan during the opt-in period. 

 

Provisions of the plans currently applicable to the Authority are as follows: 
 

Employees Covered by Benefit Terms:   
 

Employee membership data related to the plan, as of June 30, 2016, the most recent year 
for which actuarial information is available, was as follows: 

Number
Inactive Members or Their Beneficiaries 

Currently Receiving Benefits 5            

Inactive Members -             

Active Members 5            

  Total 10          
 

 

Retirement Contributions: 
 

Plan 1 - Employees contribute 5% of their compensation each month to their member 
contribution account through a pre-tax salary reduction.  Member contributions are tax-
deferred until they are withdrawn as part of a retirement benefit or as a refund. The 
employer makes a separate actuarially determined contribution to VRS for all covered 
employees.  VRS invests both member and employer contributions to provide funding for 
the future benefit payment.  

 

Plan 2 - Employees contribute 5% of their compensation each month to their member 
contribution account through a pre-tax salary reduction just as in Plan 1. 
 

Hybrid Plan – A member’s retirement benefit is funded through mandatory and voluntary 
contributions made by the member and the Authority to both the defined benefit and the 
defined contribution components of the plan. Mandatory contributions are based on a 
percentage of the employee’s creditable compensation and are required from both the 
member and the employer.  Additionally, members may choose to make voluntary 
contributions to the defined contribution component of the plan, and the employer is 
required to match those voluntary contributions according to specific percentages.  
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PITTSYLVANIA COUNTY SERVICE AUTHORITY 
 

NOTES TO FINANCIAL STATEMENTS 
 
 
 
Note 11. Defined Benefit Pension Plan (continued) 

 

Creditable Service: 
 

Plan 1 and 2 carry the same creditable service provisions.  Creditable service includes 
active service.  Members earn creditable service for each month they are employed in a 
covered position.  It also may include credit for prior service the member has purchased or 
additional creditable service the member was granted.  A member’s total creditable service 
is one of the factors used to determine their eligibility for retirement and to calculate their 
retirement benefit. It also may count toward eligibility for the health insurance credit in 
retirement, if the employer offers the health insurance credit.  
 

Hybrid Plan –Under the defined benefit component of the plan, creditable service includes 
active service.  Members earn creditable service for each month they are employed in a 
covered position.  It may also include credit for prior service the member has purchased.  A 
member’s total creditable service is one of the factors used in determining their eligibility 
for retirement and to calculate their retirement benefit.  Under the defined contribution 
component, creditable service is used to determine vesting for the employer contribution 
portion of the plan. 

 

Vesting: 
 

Plans 1 and 2 vesting requirements are the same.  Vesting is the minimum length of service 
a member needs to qualify for a future retirement benefit.  Members become vested when 
they have at least five years (60 months) of creditable service.  Vesting means members are 
eligible to qualify for retirement if they meet the age and service requirements for their 
plan.  Members also must be vested to receive a full refund of their member contribution 
account balance if they leave employment and request a refund. Members are always 100% 
vested in the contributions they make.  
 

Hybrid plan – For the defined benefit portion of the plan, vesting is the minimum length of 
service a member needs to qualify for a future retirement benefit. Members are vested 
under the defined benefit component when they reach five years of creditable service.  The 
defined contribution vesting refers to the minimum length of service needed to be eligible 
to withdraw the employer contribution from the defined contribution component of the 
plan.  Members are always 100% vested in the contributions they make. 

 

Benefits: 
 

The Basic Benefit for Plan 1 and 2 is calculated based on a formula using the member’s 
average final compensation, a retirement multiplier, and total service credit at retirement.  It 
is one of the benefit payout options available to a member at retirement.   An early 
retirement reduction factor is applied to the Basic Benefit if the member retires with a 
reduced retirement benefit or selects a benefit payout option other than the Basic Benefit.  
 

Hybrid plan – the defined benefit component is calculated the same as under Plan 1.  The 
defined contribution component is based on contributions made by the member and the 
matching contributions made by the employer, plus net investment earnings on those 
contributions.   
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PITTSYLVANIA COUNTY SERVICE AUTHORITY 
 

NOTES TO FINANCIAL STATEMENTS 
 
 

 
Note 11. Defined Benefit Pension Plan (continued) 

 

Average Final Compensation: 
 

Plans 1 and 2 average final compensation calculation differ only in the number of months 
used in the calculation.  For Plan 1, a member’s average final compensation is the average 
of the 36 consecutive months of highest compensation as a covered employee.  Plan 2 and 
the Hybrid Plan make this calculation using the highest 60 consecutive months in the 
calculation.   

 

Service Retirement Multiplier VRS: 
 

Plan 1 - The retirement multiplier is a factor used in the formula to determine a final 
retirement benefit. The retirement multiplier for 2017 is 1.70%.  

 

Plan 2 - The retirement multiplier is 1.65% for creditable service earned, purchased, or 
granted on or after January 1, 2013.  For service earned, purchased, or granted prior to 
January 1, 2013, the multiplier is the same as for Plan 1.   

 

Hybrid plan – The retirement multiplier for the defined benefit portion is 1.00%. 
 

Normal Retirement Age: 
 

For Plan 1 normal retirement age is 65, and for Plan 2 and the Hybrid plan it is normal 
social security retirement age. 

 
Earliest Unreduced Retirement Eligibility:  

 

Plan 1 - Unreduced retirement benefits are available at age 65 with at least five years (60 
months) of creditable service or at age 50 with at least 30 years of creditable service.  
 

Plan 2 - Unreduced retirement benefits are available at normal Social Security retirement 
age with at least five years (60 months) of creditable service or when the member’s age and 
service equal 90.  
 

Hybrid plan – Unreduced retirement benefits are available as in Plan 2 for the defined 
benefit component and for the defined contribution component, members are eligible to 
receive distributions upon leaving employment, subject to restrictions. 

 
Earliest Reduced Retirement Eligibility:  

 

Plan 1 – Member may receive reduced retirement benefits at age 55 with at least five years 
(60 months) of creditable service or age 50 with at least 10 years of creditable service.  
 

Plan 2 - Member may receive reduced retirement benefits at age 60 with at least five years 
(60 months) of creditable service.  
 

Hybrid plan – Reduced retirement benefits are available, at normal Social Security 
retirement age, with at least 60 months of creditable service or when their age and service 
equal 90.  For the defined contribution component, members are eligible to receive 
distributions upon leaving employment, subject to restrictions. 
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PITTSYLVANIA COUNTY SERVICE AUTHORITY 
 

NOTES TO FINANCIAL STATEMENTS 
 
 
 
Note 11. Defined Benefit Pension Plan (continued) 

 

Cost-of-Living Adjustment (COLA) in Retirement:  
 

Plan 1 – Members qualify for COLA increases on July 1 of the second calendar year after 
retirement.  The COLA matches the first 3% increase in the Consumer Price Index for all 
Urban Consumers (CPI-U) and half of any additional increase (up to 4%) up to a maximum 
COLA of 5%.  
 

Plan 2 - COLA matches the first 2% increase in the CPI-U and half of any additional 
increase (up to 2%), for a maximum COLA of 3%.  
 

Hybrid plan – COLA is the same as for plan 2. 
 

Eligibility for COLA after retirement is the same for all plans.  For members who retire with an 
unreduced benefit or with a reduced benefit with at least 20 years of creditable service, the 
COLA will go into effect on July 1 after one full calendar year from the retirement date.  For 
members who retire with a reduced benefit and who have less than 20 years of creditable 
service, the COLA will go into effect on July 1 after one calendar year following the unreduced 
retirement eligibility date.  

 

The following effective dates exceptions apply:  The COLA is effective July 1 following one 
full calendar year (January 1 to December 31) under any of the following circumstances: 

 
• The member is within five years of qualifying for an unreduced retirement benefit as of 

January 1, 2013.  
• The member retires on disability.  
• The member retires directly from short-term or long-term disability under the Virginia 

Sickness and Disability Program (VSDP).  
• The member is involuntarily separated from employment for causes other than job 

performance or misconduct and is eligible to retire under the Workforce Transition Act or 
the Transitional Benefits Program.  

• The member dies in service and the member’s survivor or beneficiary is eligible for a 
monthly death-in-service benefit.  The COLA will go into effect on July 1 following one 
full calendar year (January 1 to December 31) from the date the monthly benefit begins.  

 

Disability Coverage: 
 

Plan 1 – Members who are eligible to be considered for disability retirement and retire on 
disability, the retirement multiplier is 1.70% on all service, regardless of when it was 
earned, purchased, or granted.  
 

Plan 2 - Members who are eligible to be considered for disability retirement and retire on 
disability, the retirement multiplier is 1.65% on all service, regardless of when it was 
earned, purchased, or granted.  
 

Hybrid plan – Members participate in the Virginia Local Disability Program and are subject 
to a one year waiting period before becoming eligible for non work related disability 
benefits.   
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PITTSYLVANIA COUNTY SERVICE AUTHORITY 
 

NOTES TO FINANCIAL STATEMENTS 
 
 
 
Note 11. Defined Benefit Pension Plan (continued) 
 

Purchase of Prior Service: 
 

Plan 1 and 2 members may be eligible to purchase service from previous public 
employment, active duty military service, an eligible period of leave, or VRS refunded 
service as creditable service in their plan.  Prior creditable service counts toward vesting, 
eligibility for retirement, and the health insurance credit. Only active members are eligible 
to purchase prior service.  When buying service, members must purchase their most recent 
period of service first.  Members also may be eligible to purchase periods of leave without 
pay.  
 

Hybrid plan – The defined benefit portion is the same as for Plan 1 with some exceptions.  
Hybrid Plan members are ineligible for ported service.  Plan members have one year from 
their date of hire or return from leave to purchase all but refunded prior service at 
approximate normal cost.  The purchase of prior service does not apply to the defined 
contribution component. 

 

Net Pension Liability   The Authority’s net pension liability was measured as of June 30, 
2017.  The total pension liability used to calculate the net pension liability was determined 
by an actuarial valuation performed as of June 30, 2016 using updated actuarial 
assumptions, applied to all periods included in the measurement and rolled forward to the 
measurement date of June 30, 2017.  
 

Actuarial Assumptions:  The total pension liability for employees in the Authority’s 
retirement plan was based on an actuarial valuation as of June 30, 2014, using the Entry 
Age Normal actuarial cost method and the following assumptions, applied to all periods 
included in the measurement and rolled forward to the measurement date of June 30, 2016. 
 

Significant assumptions and other inputs used to measure the total pension liability include 
an inflation rate of 2.5%, a rate of future salary increases including inflation of 3.5% - 
5.35%, and an investment rate of return of 7.0% net of pension plan investment expenses 
including inflation.  Mortality rates are determined in accordance with the following tables: 

Mortality Table

For the period before retirement RP-2000 Employee Mortality Table Projected 
with Scale AA to 2020 with males set forward 4 
years and females set back 2 years

For the period after service retirement RP-2000 Combined Employee Mortality Table 
Projected with Scale AA to 2020 with males set 
forward 1 year

For the period after disability retirement RP-2000 Disabled Life Mortality Table with 
males set back 3 years and no provision for 
future mortality improvements

 
The actuarial assumptions used in the June 30, 2016 valuation were based on the results of 
an actuarial experience study for the period from July 1, 2012 through June 30, 2016. 
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PITTSYLVANIA COUNTY SERVICE AUTHORITY 
 

NOTES TO FINANCIAL STATEMENTS 
 
 
 
Note 11. Defined Benefit Pension Plan (continued) 
 

Long-term expected rate of return:  The long-term expected rate of return on pension 
system investments was determined using log-normal distribution analysis in which best-
estimate ranges of expected future real rates of return are developed for each major asset 
class.  These ranges are combined to produce the long-term expected rate of return by 
weighing the expected future real rates of return by the target assets allocation percentage 
and by adding expected inflation.   

 
Using stochastic projection results provided an expected range of real rates of return over 
various time horizons.  Looking at one year results produces an expected real return of 
8.30% but also has a high standard deviation, which means there is high volatility.  Over 
larger time horizons, the median return (7.44%) does not change much but volatility 
declines significantly. 

 
Assumed asset allocation: The target asset allocation and best estimates of arithmetic real 
rates of return for each major asset class as provided by the System for use in the last 
actuarial experience study for four-year period ending June 30, 2012 are summarized in the 
following table: 

Arithmetic
Long-Term

Target Expected
Allocation Rate of Return

Public Equity 40.00% 4.54% 1.82%
Fixed Income 15.00% 0.69% 0.10%
Credit Strategies 15.00% 3.96% 0.59%
Real Assets 15.00% 5.76% 0.86%
Private Equity 15.00% 9.53% 1.43%

100.00% 4.80%

Inflation 2.50%
* Expected arithmetic normal return 7.30%

Weighted
Average

Long-Term
Expected

Asset Class (Strategy) Rate of Return

 
* The above allocation provides a one-year return of 7.30%. However, one-year returns do 
not take into account the volatility present in each of the asset classes. In setting the long-
term expected return for the system, stochastic projections are employed to model future 
returns under various economic conditions. The results provide a range of returns over 
various time periods that ultimately provide a median return of 6.83%, including expected 
inflation of 2.50%. 
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PITTSYLVANIA COUNTY SERVICE AUTHORITY 
 

NOTES TO FINANCIAL STATEMENTS 
 
 
 
Note 11. Defined Benefit Pension Plan (continued) 
 

Discount Rate:  No municipal bond rates were used in the determination of the discount 
rate.   
 
The discount rate used to determine total pension liability was 7.00%.  The projection of 
cash flows used to determine the discount rate assumed that System member contributions 
will be made per the VRS Statutes and the employer contributions will be made in 
accordance with the VRS funding policy at rates equal to the difference between actuarially 
determined contribution rates adopted by the VRS Board of Trustees and the member rate.   

 
Through the fiscal year ending June 30, 2019, the rate contributed by the employer for the 
Authority Retirement Plan will be subject to the portion of the VRS Board-certified rates 
that are funded by the Virginia General Assembly.  From July 1, 2019 on, participating 
employers are assumed to contribute 100% of the actuarially determined contribution rates.  
Based on those assumptions, the pension plan’s fiduciary net position was projected to be 
available to make all projected future benefit payments of current active and inactive 
employees.  Therefore, the long-term expected rate of return was applied to all periods of 
projected benefit payments to determine the total pension liability. 
 
Periods of projected benefit payments:  Projected future benefit payments for all current 
System members were projected through 2021. 
 
Sensitivity analysis: The following presents the net pension liability of the System, 
calculated using the discount rate of 7%, as well as one that is 1% higher and lower than the 
current rate. 
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PITTSYLVANIA COUNTY SERVICE AUTHORITY 
 

NOTES TO FINANCIAL STATEMENTS 
 
 
 
Note 11. Defined Benefit Pension Plan (continued) 

 
Changes in Net Pension Liability 
 

2017
Pension
Expense

Balance at June 30, 2016 -$              

Changes for the year:
Service costs 19,435      
Interest 130,513    
Changes of assumptions (1,068)       
Difference between expected and

actual experience (see below) -             -                
Expensed portion of current period

difference between:
  Expected and actual expense in
  total pension liability -               -             12,502      

Contributions - Employer -               -                
Contributions - Employee -               (13,469)     
Net investment income -               -                
Projected earnings on plan investments -               (108,585)   
Expensed portion of current period

difference between:
  Actual and projected earnings
  on plan investments -               (16,250)     

Benefit payments, including refunds
of employee contributions -                

Administrative expense 1,162        
Other expenses (166)       166           
Recognition of beginning deferred

outflows of resources as pensions 25,298      
Recognition of beginning deferred

inflows of resources as pensions (52,909)     

Net changes (3,205)$     

Balance at June 30, 2017

-                      -                     -                   

(a) (b) (a) - (b)
1,928,379$     1,596,164$    332,215$     

Total Pension Plan Fiduciary Net Pension
Liability Net Position Liability

130,513          -                     

Increase (Decrease)

130,513       

56,007         

25,785           (25,785)        

19,435            -                     19,435         

(4,784)          

56,007            

(4,784)             -                     

-                   

-                     -                   

13,469           (13,469)        
189,835         (189,835)      

-                      (1,162)            1,162           
166      

(127,811)         (127,811)        -                   

2,001,739$     1,696,114$    305,625$     

-                      -                     -                   

73,360            99,950           (26,590)        

-                     -    

-                      
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PITTSYLVANIA COUNTY SERVICE AUTHORITY 
 

NOTES TO FINANCIAL STATEMENTS 
 
 
 
Note 11. Defined Benefit Pension Plan (continued) 

 
 

Pension Expense and Deferred Outflows of Resources and Deferred Inflows of Resources 
Related to Pensions:  For the year ended December 31, 2018, the Authority recognized pension 
income of $3,205.  At December 31, 2018, the Authority reported deferred outflows of 
resources and deferred inflows of resources related to pensions from the following sources: 
 

Deferred Deferred
Outflows of Inflows of
Resources Resources

47,139$      67,116$        

-                  3,716            

-                  23,742          

39,987        -                    
87,126$      94,574$        

Difference between expected and actual experience

Changes in assumptions

Net difference between projected and actual earnings on 
plan investments. 

Employer contributions subsequent to the Measurement 
Date

 

The $39,987 reported as deferred outflows of resources related to pensions resulting from the 
Authority’s contributions subsequent to the measurement date which will be recognized as a 
reduction of the Net Pension Liability in the year ended December 31, 2018.  Other amounts 
reported as deferred outflows of resources and deferred inflows of resources related to pensions will 
be recognized in pension expense as follows: 
 

Year Ending June 30,
2019 (32,427)$       
2020 (8,698)           
2021 4,314            
2022 (10,624)         
2023 -                    

Thereafter -                     
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PITTSYLVANIA COUNTY SERVICE AUTHORITY 
 

NOTES TO FINANCIAL STATEMENTS 
 
 
 
Note 11. Defined Benefit Pension Plan (continued) 

 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions:  The Authority’s net pension liability was measured as of June 30, 
2017. The total pension liability used to calculate the net pension liability was determined by an 
actuarial valuation performed as of June 30, 2016, using updated actuarial assumptions, applied to 
all periods included in the measurement and rolled forward to the measurement date of June 30, 
2017. 
 
At December 31, 2017, the Authority reported a deferred outflow of its proportionate share of the 
net pension liability in the amount of $87,126.  The Authority’s proportion of the Net Pension 
Liability was based on the Authority’s actuarially determined employer contributions to the pension 
plan for the year ended June 30, 2017 relative to the total of the actuarially determined employer 
contributions for all participating employers.  At June 30, 2017, the Authority’s net pension liability 
to the VRS State Employee Retirement Plan was $305,625.  
 
The schedule of change in net pension liability and related ratios and the schedule of employer 
contributions are presented as required supplementary information following the notes to the 
financial statements. 
 
The System issues a publicly available comprehensive annual financial report that includes 
financial statements and required supplementary information for VRS.  A copy of that report 
may be obtained by writing to the System at P. O. Box 2500, Richmond, VA  23218-2500 or 
downloaded at http://www.varetire.org/Pdf/Publications/2017-annual-report.pdf. 

 
Note 12. Group Life Insurance 

 
General information about the group life insurance program 

 
Plan description 

 
All full-time, salaried, permanent employees of the state agencies, teachers, and employees of 
participating political subdivisions are automatically covered by the VRS Group Life Insurance 
Program upon employment.  This plan is administered by the Virginia Retirement System (the 
System), along with pensions and other OPEB plans, for public employer groups in the 
Commonwealth of Virginia. 
 
In addition to the Basic Group Life Insurance benefit, members are also eligible to elect 
additional coverage for themselves as well as a spouse or dependent children through the 
Optional Group Life Insurance Program. For members who elect the optional group life 
insurance coverage, the insurer bills employers directly for the premiums. Employers deduct 
these premiums from members’ paychecks and pay the premiums to the insurer. Since this is a 
separate and fully insured program, it is not included as part of the Group Life Insurance 
Program OPEB. 
 
The specific information for Group Life Insurance Program OPEB, including eligibility, 
coverage, and benefits is set out in the table below:  
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PITTSYLVANIA COUNTY SERVICE AUTHORITY 
 

NOTES TO FINANCIAL STATEMENTS 
 
 
 
Note 12. Group Life Insurance (continued) 

 
Eligible Employees 
 
The Group Life Insurance Program was established July 1, 1960, for state employees, teachers, 
and employees of political subdivisions that elect the program, including the following 
employers that do not participate in VRS for retirement: 

 
 City of Richmond 
 City of Portsmouth 
 City of Roanoke 
 City of Norfolk 
 Roanoke City Schools Board 

 
Basic group life insurance coverage is automatic upon employment.  Coverage ends for 
employees who leave their position before retirement eligibility or who take a refund of their 
member contributions and accrued interest. 

 
Benefit amounts 

 
The benefits payable under the Group Life Insurance Program have several components. 

 
 Natural death benefit – The natural death benefit is equal to the employee’s covered 

compensation rounded to the next highest thousand and then doubled. 
 Accidental death benefit – The accidental death benefit is double the natural death 

benefit. 
 Other benefit provisions – In addition to the basic natural and accidental death benefits, 

the program provides additional benefits provided under specific circumstances. These 
include: 
o Accidental dismemberment benefit 
o Safety belt benefit 
o Repatriation benefit 
o Felonious assault benefit 
o Accelerated death benefit option 
 

Reduction in benefits amounts 
 

The benefit amounts provided to members covered under the Group Life Insurance Program are 
subject to a reduction factor.  The benefit amount reduces by 25% on January 1 following one 
calendar year of separation.  The benefit amount reduces by an additional 25% on each 
subsequent January 1 until it reaches 25% of its original value. 
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NOTES TO FINANCIAL STATEMENTS 
 

 
 
Note 12. Group Life Insurance (Continued) 
 

Minimum benefit amount and cost-of-living adjustment (COLA) 
 

For covered members with at least 30 years of creditable service, there is a minimum benefit 
payable under the Group Life Insurance Program.  The minimum benefit was set at $8,000 by 
statute.  This amount is increased annually based on the VRS Plan 2 cost-of-living adjustment 
and is currently $8,111. 

 
Contributions 

 
The contribution requirements for the Group Life Insurance Program are governed by §51.1-
506 and  §51.1-508 of the Code of Virginia, as amended, but may be impacted as a result of 
funding provided to state agencies and school divisions by the Virginia General Assembly.  The 
total rate for the Group Life Insurance Program was 1.31% of covered employee compensation. 
This was allocated into an employee and an employer component using a 60/40 split. The 
employee component was 0.79% (1.31% X 60%) and the employer component was 0.52% 
(1.31% X 40%). Employers may elect to pay all or part of the employee contribution, however 
the employer must pay all of the employer contribution. Each employer’s contractually required 
employer contribution rate for the year ended June 30, 2018 was 0.52% of covered employee 
compensation.  This rate was based on an actuarially determined rate from an actuarial 
valuation as of June 30, 2015.  The actuarially determined rate, when combined with employee 
contributions, was expected to finance the costs of benefits payable during the year, with an 
additional amount to finance any unfunded accrued liability.  Contribution to the Group Life 
Insurance Program from the entity were $2,708 and $3,297 for the years ended June 30, 2018 
and June 30, 2017, respectively.  
 
GLI OPEB Liabilities, GLI OPEB Expense, and Deferred Outflows of Resources and Deferred 
Inflows of Resources Related to the Group Life Insurance Program OPEB  
 
At June 30, 2018, the entities reported a liability of $52,000 for its proportionate share of the 
Net GLI OPEB Liability.  The Net GLI OPEB Liability was measured as of June 30, 2017, and 
the total GLI OPEB liability used to calculate the Net GLI OPEB Liability was determined by 
an actuarial valuation as of that date.  The covered employer’s proportion of the Net GLI OPEB 
Liability was based on the covered employer’s actuarially determined employer contributions 
to the Group Life Insurance Program for the year ended June 30, 2017 relative to the total of 
the actuarially determined employer contributions for all participating employers.  At June 30, 
2017, the participating employer’s proportion was .00344% as compared to .00366% at June 
30, 2016.  

 
For the year ended June 30, 2018, the participating employer recognized GLI OPEB expense of 
$0.  Since there was a change in proportionate share between measurement dates, a portion of 
the GLI OPEB expense was related to deferred amounts from changes in proportion.   
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Note 12. Group Life Insurance (Continued) 

 
At June 30, 2018, the employer reported deferred outflows of resources and deferred inflows of 
resources related to the GLI OPEB from the following sources: 

 
Deferred Outflows Deferred Inflows

of of
Resources Resources

Differences between expected and actual
experience -$                            1,000$                    

Net difference between projected and actual
earnings on GLI OPEB program invest-
ments -                              1,000                      

Changes in assumptions -                              1,000                      

Changes in proportion -                              4,000                      

Employer contributions subsequent to the
measurement date 1,671                       -                              

Total 1,671$                     7,000$                    

 
$2,708 reported as deferred outflows of resources related to the GLI OPEB resulting from the 
employer’s contributions subsequent to the measurement date will be recognized as a reduction 
of the Net GLI OPEB Liability in the Fiscal Year ending June 30, 2019.  Other amounts 
reported as deferred outflows of resources and deferred inflows of resources related to the GLI 
OPEB will be recognized in the GLI OPEB expense in future reporting periods as follows:  

 
 Year ended June 30 

 
 2019  $2,000 
 2020    2,000 
 2021    2,000 
 2022    1,000 
  
   $7,000 

 
Actuarial assumptions: 

 
The total GLI OPEB liability was based on an actuarial valuation as of June 30, 2016, using 
the Entry Age Normal actuarial cost method and the following assumptions, applied to all 
periods included in the measurement and rolled forward to the measurement date of June 
30, 2017.  
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Note 12. Group Life Insurance (Continued) 
 

Actuarial assumptions: (Continued) 
 

Inflation       2.5 percent  
 

Salary increases, including inflation –    
General state employees 3.50 percent – 5.35 percent  
Teachers 3.50 percent – 5.95 percent  
SPORS employees 3.50 percent – 4.75 percent 
VaLORS employees 3.50 percent – 4.75 percent  
JRS employees 4.50 percent  
Locality – General employees 3.50 percent – 5.35 percent 
Locality – Hazardous Duty employees 3.50 percent – 4.75 percent  

 
Investment rate of return 7.00 percent, net of investment expenses, including inflation*  

 
* Administrative expenses as a percent of the market value of assets for the last experience 
study were found to be approximately 0.06% of the market assets for all of the VRS plans. 
This would provide an assumed investment return rate for GASB purposes of slightly more 
than the assumed 7.00%.  However, since the difference was minimal, and a more 
conservative 7.00% investment return assumption provided a projected plan net position 
that exceeded the projected benefit payments, the long-term expected rate of return on 
investments was assumed to be 7.00% to simplify preparation of the OPEB liabilities.   

 
Mortality rates – largest ten locality employers – general employees 

 
Pre-retirement: 

 
RP-2014 Employee Rates to age 80, Healthy Annuitant Rates to 81 and older projected 
with Scale BB to 2020; males 95% of rates; females 105% of rates. 

 
Post-retirement: 

 
RP-2014 Employee Rates to age 49, Healthy Annuitant Rates at ages 50 and older 
projected with Scale BB to 2020; males set forward 3 years; females 1.0% increase 
compounded from ages 70 to 90.   

 
Post-disablement: 

 
RP-2014 Disability Life Mortality Table projected with scale BB to 2020; males set 
forward 2 years, 110% of rates; females 125% of rates.  
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Note 12. Group Life Insurance (Continued) 

 

The actuarial assumptions used in the June 30, 2016 valuation were based on the results of an 
actuarial experience study for the period from July 1, 2012 through June 30, 2016.  Changes to 
the actuarial assumptions as a result of the experience study are as follows:  

 

Mortality rates (pre-retirement, post-
retirement healthy, and disabled)

Updated to a more current mortality table - RP-2014 
projected to 2020

Retirement rates Lowered retirement rates at older ages and extended final 
retirement age from 70 to 75

Withdrawal rates Adjusted termination rates to better fit experience at each 
age and service year

Disability rates Lowered disability rates
Salary scale No change
Line of duty disability Increased rate from 14% to 20%

 

Mortality rates – non-largest ten locality employers – general employees 
 

Pre-retirement: 
 

RP-2014 Employee Rates to age 80, Healthy Annuitant Rates to 81 and older projected 
with Scale BB to 2020; males 95% of rates; females 105% of rates. 

 

Post-retirement: 
 

RP-2014 Employee Rates to age 49, Healthy Annuitant Rates at ages 50 and older 
projected with Scale BB to 2020; males set forward 3 years; females 1.0% increase 
compounded from ages 70 to 90. 

 

Post-disablement: 
 

RP-2014 Disability Life Mortality Table projected with scale BB to 2020; males set 
forward 2 years, 110% of rates; females 125% of rates.   

 

The actuarial assumptions used in the June 30, 2016 valuation were based on the results of an 
actuarial experience study for the period from July 1, 2012 through June 30, 2016.  Changes to 
the actuarial assumptions as a result of the experience study are as follows:  

 

Mortality rates (pre-retirement, post-
retirement healthy, and disabled)

Updated to a more current mortality table - RP-2014 
projected to 2020

Retirement rates Lowered retirement rates at older ages and extended final 
retirement age from 70 to 75

Withdrawal rates Adjusted termination rates to better fit experience at each 
age and service year

Disability rates Lowered disability rates
Salary scale No change
Line of duty disability Increased rate from 14% to 15%
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Note 12. Group Life Insurance (Continued) 

 

Mortality rates – largest ten locality employers – hazardous duty employees 
 

Pre-retirement: 
 

RP-2014 Employee Rates to age 80, Healthy Annuitant Rates to 81 and older projected 
with Scale BB to 2020; males 90% of rates; females set forward 1 year.    

 

Post-retirement: 
 

RP-2014 Employee Rates to age 49, Healthy Annuitant Rates at ages 50 and older 
projected with Scale BB to 2020; males set forward 1 year with 1.0% increase 
compounded from ages 70 to 90; females set forward 3 years.   

 

Post-disablement: 
 

RP-2014 Disability Life Mortality Table projected with scale BB to 2020; males set 
forward 2 years; unisex using 100% male. 

 

The actuarial assumptions used in the June 30, 2016 valuation were based on the results of an 
actuarial experience study for the period from July 1, 2012 through June 30, 2016.  Changes to 
the actuarial assumptions as a result of the experience study are as follows:  

 

Mortality rates (pre-retirement, post-
retirement healthy, and disabled)

Updated to a more current mortality table - RP-2014 
projected to 2020

Retirement rates Lowered retirement rates at older ages

Withdrawal rates Adjusted termination rates to better fit experience at each 
age and service year

Disability rates Increased disability rates
Salary scale No change
Line of duty disability Increased rate from 60% to 70%

 

Mortality rates – non-largest ten locality employers – hazardous duty employees 
 

Pre-retirement 
 

RP-2014 Employee Rates to age 80, Healthy Annuitant Rates to 81 and older projected 
with Scale BB to 2020; males 90% of rates; females set forward 1 year.    

 
Post-retirement: 

 

RP-2014 Employee Rates to age 49, Healthy Annuitant Rates at ages 50 and older 
projected with Scale BB to 2020; males set forward 1 year with 1.0% increase 
compounded from ages 70 to 90; females set forward 3 years.   

 

Post-disablement: 
 

RP-2014 Disability Life Mortality Table projected with scale BB to 2020; males set 
forward 2 years; unisex using 100% male. 
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Note 12. Group Life Insurance (Continued) 

 
The actuarial assumptions used in the June 30, 2016 valuation were based on the results of an 
actuarial experience study for the period from July 1, 2012 through June 30, 2016.  Changes to 
the actuarial assumptions as a result of the experience study are as follows:  

 
Mortality rates (pre-retirement, post-
retirement healthy, and disabled)

Updated to a more current mortality table - RP-2014 
projected to 2020

Retirement rates
Increased age 50 rates and lowered rates at older ages

Withdrawal rates Adjusted termination rates to better fit experience at each 
age and service year

Disability rates Adjusted rates to better match experience
Salary scale No change
Line of duty disability Decreased rate from 60% to 45%

 
Net GLI OPEB liability 

 
The net OPEB liability (NOL) for the Group Life Insurance Program represents the program’s 
total OPEB liability determined in accordance with GASB Statement No. 74, less the 
associated fiduciary net position.  As of June 30, 2017, NOL amounts for the Group Life 
Insurance Program is as follows (amounts expressed in thousands):  

 

Total GLI OPEB liability $ 2,942,426
Plan fiduciary net position 1,437,586
Employers' net GLI OPEB liability (asset) $ 1,504,840

Plan fiduciary net position as a percentage
  of the total GLI OPEB liability 48.86%

Group Life
Insurance

OPEB Program

 
 
The total GLI OPEB liability is calculated by the System’s actuary, and each plan’s fiduciary 
net position is reported in the System’s financial statements.  The net GLI OPEB liability is 
disclosed in accordance with the requirements of GASB Statement No. 74 in the System’s 
notes to the financial statements and required supplementary information.  

 
 
 
 
 
 

31 



 

 

PITTSYLVANIA COUNTY SERVICE AUTHORITY 
 

NOTES TO FINANCIAL STATEMENTS 
 
 
 
Note 12. Group Life Insurance (Continued) 

 
Long-term expected rate of return 

 

The long-term expected rate of return on the System’s investments was determined using a 
log-normal distribution analysis in which best-estimate ranges of expected future real rates 
of return (expected returns, net of System’s 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 asset allocation 
and best estimate of arithmetic real rates of return for each major asset class are 
summarized in the following table:  

 

Weighted
Arithmetic Average
Long-Term Long-Term

Target Expected Expected
Asset Class (Strategy) Allocation Rate of Return Rate of Return

Public equity 40.00% 4.54% 1.82%
Fixed income 15.00% 0.69% 0.10%
Credit strategies 15.00% 3.96% 0.59%
Real assets 15.00% 5.76% 0.86%
Private equity 15.00% 9.53% 1.43%

Total 100.00% 4.80%

Inflation 2.50%
7.30%*Expected arithmetic nominal return

 
 

Discount rate 
 

The discount rate used to measure the total GLI OPEB liability was 7.00%.  The projection 
of cash flows used to determine the discount rate assumed that member contributions will 
be made per the VRS guidance and the employer contributions will be made in accordance 
with the VRS funding policy at rates equal to the difference between actuarially determined 
contribution rates adopted by the VRS Board of Trustees and the member rate.  Through 
the fiscal year ending June 30, 2019, the rate contributed by the entity for the GLI OPEB 
will be subject to the portion of the VRS Board-certified rates that are funded by the 
Virginia General Assembly.  From July 1, 2019 on, employers are assumed to contribute 
100% of the actuarially determined contribution rates.  Based on those assumptions, the 
GLI OPEB’s fiduciary net position was projected to be available to make all projected 
future benefit payments of eligible employees.  Therefore the long-term expected rate of 
return was applied to all periods of projected benefit payments to determine the total GLI 
OPEB liability.  

 

Sensitivity of the employer’s proportionate share of the net GLI OPEB liability to changes 
in the discount rate. 
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Note 12. Group Life Insurance (Continued) 

 
The following presents the employer’s proportionate share of the net GLI OPEB liability using 
the discount rate of 7.00%, as well as what the employer’s proportionate share of the net GLI 
OPEB liability would be if it were calculated using a discount rate that is one percentage point 
lower (6.00%) or one percentage point higher (8.00%) than the current rate:  

 
1.00% Decrease Current Discount 1.00% Increase

(6.00%) Rate (7.00%) (8.00%)
Employer's proportionate
  share of the Group Life
  Insurance Program
  Net OPEB Liability 30,000$                 23,000$                 18,000$                 

 
Group life insurance program fiduciary net position 

 
Detailed information about the Group Life Insurance Program’s Fiduciary Net Position is 
available in the separately issued VRS 2017 Comprehensive Annual Financial Report (CAFR).  
A copy of the 2017 VRS CAFR may be downloaded from the VRS website at 
http://www.varetire.org/Pdf/Publications/2017-annual-report.pdf, or by writing to the System’s 
Chief Financial Officer at P.O. Box 2500, Richmond, VA, 23218-2500.  

 
Note 13. Purchased Water and Sewage Treatment Agreements 

 

The Authority contracts for sewage treatment with the City of Danville and the Town of 
Chatham.  The contract with the Town of Chatham is on a cost reimbursement basis with fixed 
monthly payments and an adjustment, as necessary, after June 30, of each year.  The monthly 
amount paid per month throughout 2018 was $21,742.32.  After actual treatment costs through 
June 30 are calculated each year, fees are adjusted retroactively for the six months beginning 
July 1, through December 31.  At December 31, 2018 the adjustment amounted to a reduced 
charge of $17,008 which has been included in the current year’s operating costs. The contract 
with the City of Danville calls for a rate equivalent to other Danville users which amounts to 
$2.58 per 750 gallons processed.   

 
Water is provided through agreements with the City of Danville, the Towns of Chatham and 
Hurt, and Henry County.   

 
The rates for water are as follows: 

 
City of Danville $2.40 per 750 gallons 
Henry County $.9839 per 1,000 gallons to 9/1/2018 then $.8296 per 1,000 gallons 
Town of Chatham $833.30 per month – flat rate (adjusted annually) 
Town of Hurt $60.00 per 6,000 gallons, thereafter $4.95 per 1,000 gallons  
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Note 14. Risk Management 
 

The Authority is exposed to various risks of loss related to torts, theft of, damage to, and 
destruction of assets; errors and omissions; injuries to employees; and natural disasters.  To 
mitigate the associated risks, the Authority participates in the Virginia Association of Counties 
Risk Pool, a public entity risk pool that was created to provide property and liability insurance 
and risk management services.  The Virginia Association of Counties Risk Pool is self-insured 
for this coverage and the Authority could be assessed for additional premiums in the event the 
pool incurs losses.  There have been no significant reductions in insurance coverage from the 
previous year, and claims have not exceeded coverage in any of the past three fiscal years.  

 

The Authority carries $250,000 in blanket employee dishonesty coverage through the Virginia 
Association of Counties, Group Self-Insured Risk Pool. 

 
Note 15. Commitments 

 

Maintenance agreements: 
 

The Authority had commitments at December 31, 2017 related to maintenance of its 
water towers.  The maintenance contract on the Authority’s half-million gallon water 
tower located at the State Prison in Chatham, Virginia began in August of 2009 and 
requires annual fees each August.  Beginning August 2017, the annual fee was adjusted 
to $19,338 and will be adjusted each third year of the contract thereafter to reflect the 
current year cost of service with adjustments limited to 5% per annum.  In addition, the 
Authority has a commitment for the maintenance of its one million gallon water storage 
tank located in Ringgold, Virginia.  The contract period started in November 2008 with 
annual fees payable each November.  Currently, the fee amounts to $28,479 and is 
adjusted each year to reflect the current year cost of service with adjustments limited to 
5% per annum.   

 
Note 16. Contingent Liabilities 

 

Amounts received or receivable from grantor agencies are subject to audit and adjustment by 
grantor agencies.  Any disallowed claims, including amounts already collected, may constitute 
a liability of the applicable funds.  The amount, if any, of expenditures which may be 
disallowed by the grantor cannot be determined at this time although the organization expects 
such amounts, if any, to be immaterial. 

 

At December 31, 2018, there were no matters of litigation involving Pittsylvania County 
Service Authority which would materially affect the organization’s financial position should 
any court decision or pending matter be determined unfavorable to the organization. 
 

Note 17. Related Party Transactions 
 

As previously stated, the Authority is a component unit of Pittsylvania County (see Note 2).  
Other support provided by Pittsylvania County is included in contributed capital.  See Note 7 
regarding the County’s contribution to the Authority for 2018.  In addition, the County rents 
fire hydrants from the Authority.  For the current fiscal year, the County paid the Authority 
$78,800 for hydrant rentals. 
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Note 18.  Cumulative Effect of Change in Accounting Principle 
 

As a result of implementation of GASB 75 and correction of revenue recognized, the beginning 
net position was restated as follows: 

 

  

Net Position as previously reported at June 30, 2017: 34,921,589$ 

Implementation of GASB Statement No. 75 (30,000)         

Net Position as restated reported at June 30,  2017 34,891,589$ 

 
 
 
Note 19. Subsequent Events – Management Review 
 

The Authority must disclose the date through which subsequent events have been evaluated in 
accordance with the requirements in FASB ASC Paragraph 855.  In regards to these financial 
statements and the notes to these financial statements, the Authority has evaluated all 
subsequent events through March 12, 2019, the date the Authority’s financial statements are 
available to be issued.   
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2017 Valuation
Total Pension Liability

Service costs 19,435$             
Interest 130,513             
Changes of assumptions (4,784)               
Difference between expected and actual expenses 56,007               
Benefit payments, including refunds
  of employee contributions (127,811)           

Net change in total pension liability 73,360               
Total pension liability - beginning 1,928,379          
Total pension liability - ending 2,001,739$        

Plan fiduciary net position
Contributions - employer 25,785$             
Contributions - employee 13,469               
Net investment income 189,835             
Benefit payments, including refunds
  of employee contributions (127,811)           
Administrative expenses (1,162)               
Other expenses (166)                  

Net change in plan fiduciary net position 99,950               
Plan fiduciary net position - beginning 1,596,164          
Plan fiduciary net position - ending 1,696,114$        

Plan fiduciary net position as a percentage of total
pension liability 84.73%

Covered-employee payroll 317,727$           

Net pension liability as a percentage of
covered-employee payroll 18.73%

PITTSYLVANIA COUNTY SERVICE AUTHORITY
SCHEDULE OF CHANGES IN NET PENSION LIABILITY AND RELATED RATIOS

For the Year Ended December 31, 2018
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Contributions in Contribution
Relation to Employer's as a % of

Contractually Contractually Contribution Covered Covered
Required Required Deficiency Employees Employees

Date Contributions Contributions (Excess) Payroll Payroll
2016 41,412$         41,412$                 -$                  275,082$        15.05%
2015 44,592$         44,592$                 -$                  351,269$        12.69%
2014 40,398$         40,398$                 -$                  330,542$        12.22%
2013 50,560$         50,560$                 -$                  322,438$        15.68%
2012 44,252$         44,252$                 -$                  309,302$        14.31%
2011 46,489$         46,489$                 -$                  309,302$        15.03%
2010 42,572$         42,572$                 -$                  298,420$        14.27%
2009 38,656$         38,656$                 -$                  298,420$        12.95%
2008 47,645$         47,645$                 -$                  358,986$        13.27%
2007 47,521$         47,521$                 -$                  340,906$        13.94%
2006 46,062$         46,062$                 -$                  345,696$        13.32%

For the Year Ended December 31, 2017
SCHEDULE OF EMPLOYER CONTRIBUTIONS

PITTSYLVANIA COUNTY SERVICE AUTHORITY
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PITTSYLVANIA COUNTY SERVICE AUTHORITY 
 

NOTES TO SCHEDULE OF CHANGES IN NET PENSION LIABILITY AND RELATED RATIOS 
AND SCHEDULE OF EMPLOYER CONTRIBUTIONS 

For the Year Ended June 30, 2018* 
 
 

 
 
 
Changes of benefit terms – There have been no actuarially material changes to the System benefit provisions 
since the prior actuarial valuation.  The 2014 valuation includes Hybrid Retirement Plan members for the first 
time. The hybrid plan applies to most new employees hired on or after January 1, 2014 and not covered by 
enhanced hazardous duty benefits.  Because this was a new benefit and the number of participants relatively 
small, the impact on the liabilities as of the measurement date of June 30, 2015 are not material. 
  
Changes of assumptions – The following changes in actuarial assumptions were made effective June 30, 2013 
based on the most recent experience study of the System for the four-year period ending June 30, 2012:  
 
Largest 10 – Non-LEOS: 
- Update mortality table  
- Decrease in rates of service retirement  
- Decrease in rates of disability retirement  
- Reduce rates of salary increase by 0.25% per year  
 
Largest 10 – LEOS: 
- Update mortality table  
- Decrease in male rates of disability 
 
All others (Non 10 Largest) – Non-LEOS: 
- Update mortality table  
- Decrease in rates of service retirement  
- Decrease in rates of disability retirement  
- Reduce rates of salary increase by 0.25% per year  
 
All others (Non 10 Largest) – LEOS: 
- Update mortality table  
- Adjustments to rates of service retirement for females  
- Increase in rates of withdrawal 
- Decrease in male and female rates of disability 
 
*The amounts presented have a measurement date of the previous fiscal year end. 
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SCHEDULE OF EMPLOYER’S SHARE OF NET OPEB LIABILITY 
GROUP LIFE INSURANCE PROGRAM 

For the Year Ended June 30, 2018 * 
 
 
 

2018
Employer's proportion of the net GLI OPEB
  liability (asset) 0.00157%

Employer's proportionate share of the net
  GLI OPEB liability (asset) 23,000$          

Employer's covered payroll 321,278$        

Employer's proportionate share of the net
  GLI OPEB liability (asset) as a percentage
  of its covered payroll 7.16%

Plan fiduciary net position as a percentage 48.86%
  of the total GLI OPEB liability

Schedule is intended to show information for 10 years.  Since 2018 is the first
year for this presentation, only one year of data is available.  However, 
additional years will be included as they become available.

*The amounts presented have a measurement date of the previous fiscal year end.
 

SCHEDULE OF EMPLOYER CONTRIBUTIONS 
GROUP LIFE INSURANCE PROGRAM 

For the Years Ended June 30, 2009 through 2018 
 

Contributions in
Relation to Contributions

Contractually Contractually Contribution Employer's as a % of
Required Required Deficiency Covered Covered

Contribution  Contribution  (Excess) Payroll Payroll
Date (1) (2) (3) (4) (5)

2018 1,671$            1,671$                -$                    321,278$        0.52%
2017 1,501$            1,501$                -$                    288,762$        0.52%
2016 1,582$            1,582$                -$                    329,614$        0.48%
2015 1,677$            1,677$                -$                    349,361$        0.48%
2014 1,631$            1,631$                -$                    339,769$        0.48%
2013 1,513$            1,513$                -$                    315,234$        0.48%
2012 866$               866$                   -$                    309,307$        0.28%
2011 866$               866$                   -$                    309,307$        0.28%
2010 614$               614$                   -$                    227,565$        0.27%
2009 917$               917$                   -$                    339,486$        0.27%
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NOTES TO SCHEDULE OF EMPLOYER’S SHARE OF NET OPEB LIABILITY 
AND SCHEDULE OF EMPLOYER CONTRIBUTIONS 

GROUP LIFE INSURANCE PROGRAM 
For the Year Ended June 30, 2018 

 
 

 
Changes of benefit terms – There have been no actuarially material changes to the System 
benefit provisions since the prior actuarial valuation. 
 
Changes of assumptions – The following changes in actuarial assumptions were made effective 
June 30, 2016 based on the most recent experience study of the System for the four-year period 
ending June 30, 2016: 
 
Largest ten locality employers – general employees 

 
Mortality rates (pre-retirement, post-
retirement healthy, and disabled)

Updated to a more current mortality table - RP-2014 
projected to 2020

Retirement rates Lowered retirement rates at older ages and extended final 
retirement age from 70 to 75

Withdrawal rates Adjusted termination rates to better fit experience at each 
age and service year

Disability rates Lowered disability rates
Salary scale No change
Line of duty disability Increased rate from 14% to 20%

 
 Non-largest ten locality employers – general employees 
 

Mortality rates (pre-retirement, post-
retirement healthy, and disabled)

Updated to a more current mortality table - RP-2014 
projected to 2020

Retirement rates Lowered retirement rates at older ages and extended final 
retirement age from 70 to 75

Withdrawal rates Adjusted termination rates to better fit experience at each 
age and service year

Disability rates Lowered disability rates
Salary scale No change
Line of duty disability Increased rate from 14% to 15%
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 Water Pumping Expenses:
Water tank maintenance 107,078$       
Maintenance of equipment 80,918
Power purchased 64,315

Total water pumping expenses 252,311$      

General and Administrative Expenses:
Salaries - meter readers 6,817$           
Salaries - accounting 98,889
Salaries - administrative and general 112,267
Salaries - director 90,000
Salaries - board of commissioners 15,300
Beacon meter reading services 37,317
Contracted services 2,055
Travel and meetings expense 3,895
Computer programs and support 8,320
Legal 7,280
Auditing 11,900
Office supplies and postage 15,743
Dues and subscriptions 2,215
Insurance 25,853
Telephone 7,460
Electricity-office 4,071
Maintenance of general equipment 5,030
Gasoline and diesel 18,367
Advertising 2,092
Office fuel 6,222
Miss Utility 1,851
Mowing and grounds 10,066
Office cleaning 4,860
Office machine maintenance 6,050
Payroll taxes 12,618
Medical insurance 96,747
Retirement contributions expense 10,083
Uniforms 4,149
Water assessment tax 11,557
Shop supplies 666
Bad debt expense 1,539
Miscellaneous 1,014

Total general and administrative 642,293$      

PITTSYLVANIA COUNTY SERVICE AUTHORITY
WATER PUMPING AND GENERAL AND ADMINISTRATIVE EXPENSE SCHEDULES

For the Year Ended December 31, 2018
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER  
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON 

AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE 
WITH GOVERNMENT AUDITING STANDARDS 

 
 
 
To the Board of Commissioners 
Pittsylvania County Service Authority 
Danville, Virginia 
 
We have audited, in accordance with the 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 and Specifications for Audits of Authorities, 
Boards, and Commissions issued by the Auditor of Public Accounts of the Commonwealth of Virginia,  
the financial statements of the business-type activities of Pittsylvania County Service Authority, as of and 
for the year ended December 31, 2018, and the related notes to the financial statements, which  comprise 
Pittsylvania County Service Authority’s basic financial statements and have issued our report thereon 
dated March 12, 2019.   

Internal Control over Financial Reporting 

In planning and performing our audit of the financial statements, we considered Pittsylvania County 
Service Authority’s internal control over financial reporting (internal control) to determine the audit 
procedures that are appropriate in the  circumstances for the purpose of expressing our opinion on the 
financial statements, but not for the purpose of expressing an opinion on the effectiveness of Pittsylvania 
County Service Authority’s internal control. Accordingly, we do not express an opinion on the 
effectiveness of the Pittsylvania County Service Authority’s internal control. 

A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct misstatements on a timely basis.  A material weakness is a deficiency, or a combination 
of deficiencies, in internal control such that there is a reasonable possibility that a material misstatement 
of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis.  A 
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less 
severe than a material weakness, yet important enough to merit attention by those charged with 
governance.. 

Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses, as defined above.  However, 
material weaknesses may exist that have not been identified. 
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Compliance and Other Matters 

As part of obtaining reasonable assurance about whether Pittsylvania County Service Authority’s 
financial statements are free of material misstatement, we 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 our audit, and accordingly, we do 
not express such an opinion.  The results of our tests disclosed no instances of noncompliance or other 
matters that are required to be reported under Government Auditing Standards. 

Purpose of this Report 

The 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 entity’s internal 
control or on compliance. This report is an integral part of an audit performed in accordance with 
accounting principles generally accepted in the United States of America and Government Auditing 
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is 
not suitable for any other purpose. 

 
 
 

     
 
 
 
Danville, Virginia 
March 12, 2019 
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