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OUR MISSION
MPU is committed to be the trusted primary resource for providing customer-focused
utility services.

OUR VISION
To be a thriving and innovative regional utility service provider that exceeds customer
expectations.

LETTER FROM MANAGEMENT
FOCUS ON TRANSITIONS
Manitowoc Public Utilities is dedicated to our mission “to be the trusted primary resource
for providing customer-focused utility services.” We accomplish this by providing reliable
and cost eﬀective electric and water services. In 2018 MPU created a five-year strategic
plan, providing us the momentum to guide our actions through each opportunity and
challenge. This plan will allow MPU to prepare for a future of new technology demands and
build upon the successes of prior plans in 2019-2023.
With the theme of transitions, MPU has created goals that will enable us to achieve our
vision of adjusting to industry changes while enhancing customer service. This path for
MPU and employees continues to be founded on the five strategic focus areas: Operational
Excellence, Customer Service Excellence, Employee Engagement, Fiscal Responsibility,
and Growth Opportunities. These focus areas allow us to concentrate on the transitions
at MPU as we incorporate new technologies for the future of our utility and the ability to
be flexible as challenges arise. The five focus areas will remain at the forefront of every
decision, based on our values of Stewardship, Collaboration, and Innovation. Please visit
our website at www.mpu.org for the full report of our strategic plan.

NILAKSH KOTHARI

CEO and General Manager

2018 was dedicated to focusing on transitions and the following are some key
accomplishments.

l In 2018 MPU received the American Public Power Association’s “Diamond Designation” with
a perfect score.

l In October MPU hosted an Open House in celebration of Public Power week, an annual
event celebrated by more than 2,000 community-owned, not-for-profit electric utilities.

l A $3.1 million contract was awarded with Eaton Corporation for an electric Automated

Meter Infrastructure system that will replace all electric meters in the City of Manitowoc.

l In December, MPU executed an agreement with the City of Manitowoc to manage the City’s
wastewater treatment facilities on Lakeview Drive through December 2021 (a three year
agreement) eﬀective January 1, 2019.

We are so grateful for the support we receive as we continue to focus on the future at
MPU. Our initiatives of the strategic plan will continue to lead MPU as an organization
that is highly regarded by our peers and our community. In working together with our rate
payers, employees and governing bodies, we will continue to shape a better future for our
community.
We look forward to serving you in 2019 and beyond.

"A challenge only becomes an obstacle when you bow to it."

RAY DAVIS

MARK SEIDL

Commission President

KEY ACCOMPLISHMENTS IN 2018
BUSINESS SERVICES

An upgraded Customer Information System was rolled out to improve functionality, allowing for future

modifications and updates that will no longer be available with the 2012 version. The upgrade was substantially
completed in mid-2018.

MPU Hosted an Open House in celebration of Public Power Week in October, which is an annual national event
celebrated by the more than 2,000 community-owned, not-for-profit electric utilities that collectively provide

electricity to over 49 million Americans. MPU also participated in the Manitowoc County Youth Apprenticeship
program by hiring five students to work in various areas of the utility including the power plant, water plant,
electric distribution, IT and customer service.

TECHNICAL SERVICES

A $3.1 million contract was awarded with Eaton Corporation for an electric Automated Meter Infrastructure

(AMI) system. This will replace all electric meters in the City of Manitowoc and provide data collection points and

interface software to existing utility systems. Water meters will be replaced in a later phase and full deployment in
the City is expected to be completed around the end of 2019.

MPU completed the integration of the City of Medford load into the GLUWest power supply pool operations
starting on January 1, 2019 and the asbestos abatement of retired Boilers 5, 6, & 7 in preparation for their
removal.

The emergency generator for the main office building was replaced with a larger unit to allow for the entire

building load to be supplied during an electrical outage. The electromechanical relays for the power plant’s 13 kV
circuits were upgraded to solid state relays.

MPU worked with a consultant to update the 5-year IT Master Plan and also selected a new vendor for Anti-Virus
protection and implemented the solution throughout the entire network.

UTILITY OPERATIONS

In 2018, MPU received the American Public Power Association’s “Diamond Designation” with a perfect score. The
Reliable Public Power Provider RP3® program evaluates utilities in four key disciplines of performance: Reliability,
Safety, Employee Development, and System Improvement.

Also in 2018, MPU and the City executed an agreement for MPU to manage the City’s wastewater treatment

facilities (WWTF) for a three year period starting January 1, 2019. During this three year period, MPU and the

City will determine if the management agreement should result in 100% ownership of WWTF under MPU or the
agreement terminated.

Electric Distribution Operations: 2000 feet of overhead power lines were converted to underground and 1500

feet of failing underground cabling were replaced for reliability. 85 poles with remaining useful lives estimated

2 | MANITOWOC PUBLIC UTILITIES

at less than two years were replaced as well as two

subterranean transformer vaults with conventional,
pad-mounted transformers. Eleven distribution

circuit breaker protection relays were upgraded to

conventional, solid state relays with SCADA controls.
Water Operations/Upgrades: The Lead and Copper

Corrosion Treatment was modified to address elevated
lead levels in drinking water; profile monitoring of

various sites was performed to assess the eﬀectiveness
of this optimization. A comprehensive uni-directional

flushing (UDF) program of the main pressure zone was
completed to improve water quality in the distribution
system. MPU continues to allocate $600,000 in

2017 and 2018 to the WDNR Principal Forgiveness
Loan funding to properties that replaced customer-

owned lead service lines (LSLs). An aluminum-based

coagulant pre-treatment was added to the submerged
membrane filtration plant to improve membrane

permeability and cleaning intervals. Lastly, 5900 feet of

MPU partners with Focus on Energy on many energy efficient conservation
programs. One of these programs was the ENERGY STAR Change the World
Tour which donated 750 energy efficient LED light bulbs to 150 Meals on Wheels
recipients in Manitowoc resulting in savings of 60,000 kWh’s of electricity. Pictured
from left to right are Dean Matzke (MPU Conservation Coordinator), Chris Grall
(Meals Site Manager), Kim Loose (Meals Program Manager), and Kevin Moss (MPU
CAD Technician).

cast iron water mains on Dewey and N Water Streets
were replaced.

Power Plant Operations/Upgrades: The 4.16kV

Distribution Switchgear, which was 1940’s vintage Allis
Chalmers, was replaced. The new switchgear greatly

enhances the overall reliability and safety of the 4.16kV
Distribution System, and modernizes the protection

relaying and SCADA controls. An installation upgrade

of the Custer CT Control System was done to improve

overall CT reliability and bring the system up to current
standards with some commissioning testing completed
in early 2019. A contract was executed to upgrade

the Turbine 5 Governor Controls to a more reliable
electronic governor. The existing governor controls

are original 1950’s vintage Allis Chalmers equipment.

GREEN INITIATIVES

l An appliance rebate program was implemented to incentivize customers to

purchase high efficiency appliances resulting in customer rebates of over $20,000
and annual energy savings of close to 60,000 kWhs.

l Continued the Residential Appliance Recycling Program in 2018 which provides
customers free pickup and recycling services for old refrigerators or freezers.

MPU also provides an incentive of $35 per appliance matched with an additional
$35 per appliance from Focus on Energy. Total annual energy savings for
customer participation in 2018 was over 130,000 kWhs.

l Initiated a proactive program to inform customers of their eligibility to apply for
weatherization assistance resulting in almost 100 customers applying for the
program.

Finally, a vessel (freighter) shipment of 17,460 tons of
coal was received at the MPU North Dock, requiring

the first implementation of the Coast Guard approved
North Dock Security Plan.

RELIABILITY STATISTICS
System Average Interruption Duration Index (SAIDI) is the outage duration of an average customer on the system. It is calculated by dividing
the sum total of customer-outage-interruption-minutes experienced in a year by the total number of electrical customers served by the system.
MPU SAIDI was 19 minutes in 2018 compared to a 5 year rolling average of 20 minutes.

Customer Average Interruption Duration Index (CAIDI) is the average outage restoration time. It is calculated by dividing the sum total of

customer-outage-interruption-minutes by the total number of customer interruptions experienced in a year. MPU CAIDI was 54 minutes in 2018
compared to a 5 year rolling average of 69 minutes.

System Average Interruption Frequency Index (SAIFI) is the average outage frequency. It is calculated by dividing the total number of

customer-interruptions by the total number of customers served. MPU SAIFI was 0.35 interruptions per customer in 2018 compared to a 5 year
rolling average of 0.30 interruptions per customer.
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STRATEGIC PLANNING 2019

MISSION

MPU is committed to be the trusted primary resource for
providing customer-focused utility services..
In 2018 MPU completed a five year strategic plan

VISION

new power supply resources, and higher expectations

that exceeds customer expectations.

to prepare for a future of new technology demands,

To be a thriving and innovative regional utility service provider

for customer services. The 2019 - 2023 plan builds

VALUES

upon the successes of prior plans with continued

focus on reliability, organizational development, fiscal
responsibility, stakeholder relationships, adoption of

new technologies as appropriate and monitoring key

industry changes. In addition, this plan is designed to
proactively identify and address the challenges and

opportunities of the utility industry trends so that MPU
will be the community owned trusted advisor to our
customers and stakeholders.

The mission of this strategic plan being the trusted
advisor of our customers and stakeholders is a

reflection of MPU's on-going commitment of being

a Community Owned and Customer Focused utility

service provider. This plan includes five overarching
goals that will enable MPU to achieve its vision and

focuses both internally and externally, and the goals

lay out a comprehensive strategy to adjust to industry
changes while enhancing customer service. The

synergy between the goals and initiatives will ensure
that existing work is prioritized while identifying
projects that will achieve the vision.

Stewardship – MPU will endeavor to:
òò Maintain environmental awareness and compliance
òò Provide reliable services with the highest integrity
òò Demonstrate a commitment to safety
òò Practice fiscal responsibility with community assets
Collaboration – MPU will work with our customers, employees,
and partners to:

òò Achieve the best possible solutions
òò Respond to community and customer needs
òò Maintain open communications
òò Promote a continuous learning environment
Innovation – MPU will continuously explore opportunities to
improve services and operations by:

òò Growing regional solutions for utilities and services
òò Embracing proven technological solutions
òò Seeking increased efficiencies
òò Promoting a culture of adaptability, flexibility, and responsiveness
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THE FOLLOWING ARE KEY INITIATIVES
UNDER EACH STRATEGIC AREA OF FOCUS:
To take advantage of its organizational strengths and address opportunities for growth and improvement,
MPU has identified five strategic goals to serve as the framework for its strategic plan.

Operational Excellence
Maintain a best in class operations classification and focus on

continuous improvement to provide safe, reliable and efficient utility
services.

l Implement distribution automation recommendations to increase
reliability.

l Develop an innovation center to evaluate distributed generation

technologies such as storage, solar, home thermostat automation,
demand side management, etc.

l Implement Automated Metering Infrastructure for the electric

utility in 2019. Utilizing this new AMI system, develop a program
to identify electric distribution system issues proactively.

Implement the customer portal to allow customers’ access to their
energy consumption information online.

Customer Service Excellence
Be the primary trusted advisor to customers and stakeholders for
utility and utility related facilities.

l Increase visibility in the community by developing a community

involvement strategy and proactively communicate, educate and
involve our customers with their utility services by developing a

l Identify mission critical risks and develop a risk mitigation and
management plan.

l Identify additional Economic Development tools to assist the City
with development and load growth.

Growth Opportunities
l Explore providing utility services within Wisconsin with existing
and new public entities that will deliver benefits to employees,

customers and the City of Manitowoc while leveraging existing
assets.

l Conduct a feasibility study to leverage the existing dark fiber

network in the City to provide cost eﬀective high speed internet to

local businesses and home owners for Manitowoc to continue as a
progressive community.

l Expand our technical and management services to additional
communities through development of a detailed managed
services/engineering/accounting business plan.

l Develop a detailed Infrastructure Technology (IT) business plan to

expand services oﬀered to current customers and additional public
entities.

marketing plan.

l Seek feedback from customers by conducting customer focus

groups to identify and set clear customer service satisfaction goals.

Employee Engagement
Focus on employee safety, health, training and advancement programs
realizing employees are a vital asset for the Utility to meet its goals
and objectives.

l Develop a strategy of recruiting, retaining and developing
competent employees to execute MPU’s vision through a
formalized career development program.

l Expand existing and implement new safety programs, seeking zero
safety incidents and injuries.

Fiscal Responsibility
Maintaining financial stability through comprehensive financial

planning to create value for customers and the City of Manitowoc.
l Develop financial policies to maintain strong credit ratings and
allow for full cost of service recovery for all utilities.
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PLANNED ACTIVITIES FOR 2019
BUSINESS SERVICES

òò Upgrade the 2015 finance system to the latest version to
accommodate several enhancements that have been made,
including a new web based timesheet entry system for employees
and several efficiency improvements.
òò Refine the risk mitigation and management plan to alleviate
unforeseen issues.
òò A new portal for customers to view their electric consumption
information and provide outage/restoration time information
through the new AMI system.
òò Conduct a survey of our managed services customers regarding
their expectations of MPU and needs for utility related services.

UTILITY OPERATIONS

òò Study to explore options for enhanced resiliency of the MPU
Generation Assets. This study will provide data necessary
to further the decision on where any new generation
would be installed, and what type of generation along with
recommendations on alternates to new generation.
òò Replace the Generator 5 exciter which was installed in the 1950’s.
òò Complete a feasibility study for converting all street lighting to
LED technology, including developing cost estimates, and rate
impacts.
òò Contract Mi-Tech to complete a condition assessment of 50% of
MPU wood poles in 2019.
òò Relocate/replace 35 poles on Waldo Boulevard to coincide with
the WisDOT reconstruction project. Replace the High Pressure
Sodium street lights on Waldo Boulevard from Maritime Drive to
North 14th Street with LED lights. Install 20 LED street lights
and 35 trail lights from Broadway to Custer Street to coincide
with widening of Rapids Road and installation of a multi-use trail.
Replace 116 poles that fail visual inspection and are estimated to
have less than two years of remaining life.
òò Replace failing underground cabling including 2000 feet of
ornamental street light cabling on South 59th Street and West
Drive (I-Tec Campus) and 300 feet of unjacketed primary in the
1100 and 1200 blocks of Viebahn Street.
òò Uprate power transformers at Dewey and Custer Substations
from 22.4 MVA each to 25 MVA each, with cooling system
modifications to increase the capacity to meet growing demands.
Major maintenance of Northeast substation including transformer
inspection, replacement of station batteries and new recloser
controls.
òò Construct a 400 foot overhead line to backup Circuit B from
Circuit R135 for increased reliability of Circuit B.
òò Replace approximately 4500 feet of 10" watermain, 1930’s
era along with 100 lead service lines on Waldo Boulevard in
conjunction with WisDOT reconstruction.
òò Engineering and replacement of the non-functioning Continuous
Microfiltration Facilities to meet peak daily water demands. The
project cost is estimated at $4.5 million, however, will depend on
the equipment bid price and extent of modifications made to the
existing facility to accommodate the new equipment.

6 | MANITOWOC PUBLIC UTILITIES

òò Replace 1970 hot water heating system and air handling
equipment. Replacement will eliminate obsolete, corroded, and
inefficient equipment.
òò Continue disbursing 2018 WDNR Principal Forgiveness Loan
funding to properties to replace customer-owned lead service lines
(LSLs).

TECHNICAL SERVICES

òò Conduct the Automated Metering Infrastructure (AMI) electric
project to replace all electric meters in City of Manitowoc,
allowing all electric meters to transmit read data over wireless
infrastructure. AMI will be deployed with advanced software to
enable future OMS system.
òò Removal of boilers, baghouses and appurtenant related retired
power plant assets that have no potential future use.
òò Physical Building Assessment – Professional Architectural/
Engineering Firm will evaluate all MPU Building Facilities and
issue a report ranking the condition of building components and
services. Evaluation will include at a minimum; Building Envelope,
Roofs, Structural, Plumbing, Fire Protection, Mechanical HVAC,
Electrical, Code/ADA, Interior Finishes, and an estimation of
remaining useful life.
òò IT Comprehensive Backup and Recovery System – procure data
storage target that will provide a comprehensive solution to the
backup of the IT systems.
òò Develop the concepts of an MPU innovation center to enable the
active exploration, demonstration, and evaluation of emerging
distributed technologies which are likely to impact the MPU
system in coming years.
òò Establish a regulatory compliance program that will ensure
compliance and allow MPU to be proactive in recognizing
upcoming regulations and providing input to regulations that will
minimize cost impacts to MPU.
òò Complete a feasibility study for installing electric vehicle (EV)
charging station(s) in the MPU service territory to obtain usage
patterns for potential future expansion of the program.
òò Develop and implement the Revere Substation Automatic Bus
transfer control scheme to automatically transfer 13 kV busses
in the event of a substation power transformer failure. The goal is
to reduce customer restoration time for this type of event from 2
hours to just minutes.

2018

FINANCIAL HIGHLIGHTS
ELECTRIC REVENUE DISTRIBUTION

ELECTRIC UTILITY EXPENSE TRACKING
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WATER UTILITY EXPENSE TRACKING

7%
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WATER REVENUE DISTRIBUTION
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Pumping Expense
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2018 FINANCIAL HIGHLIGHTS (CONTINUED) »

2016

2017

2018

Electric Revenues – Retail

$45,111,094

$42,842,090

$43,399,364

Electric Revenues – Wholesale

$22,367,450

$24,198,686

$22,570,316

Number of Electric Customers

17,952

17,956

18,009

Megawatt-Hours Sold – Retail

535,882

524,707

537,314

134,683

170,309

148,097

Peak Electric System Demand

109

102

105

Miles of Distribution Line

233

235

235

Average Net Investment

$93,555,562

$90,105,614

$87,575,036

Water Revenues – Retail

$4,695,333

$4,734,972

$4,671,993

Water Revenues – Wholesale

$2,126,122

$2,027,752

$2,031,317

Number of Water Customers

13,715

13,739

13,773

1,673,717

1,663,902

1,626,298

2,335,212

2,331,313

2,473,087

Miles of Water Main

187

187

186

Number of Hydrants

1,378

1,381

1,378

$47,742,595

$46,874,035

$45,988,481

Megawatt-Hours Sold –
Wholesale

Gallons of Water Sold ( X 1000)
– Retail

Gallons of Water Sold ( X 1000)
– Wholesale

Average Net Investment

ADMINISTRATIVE »

PUMPING »

ANNUAL RETURN ON INVESTMENT »

PURCHASED POWER »

CUSTOMER ACCOUNTING »

TAXES »

Salaries and benefits paid to employees in administrative roles, along with
administrative expenses such as supplies and insurance.

Operating earnings divided by Average Net Investment.

Cost of meter reading, billing, collection and uncollectible accounts.

DEPRECIATION »

The decline in value of plant and equipment due to wear and tear of normal use
and obsolescence, measured year by year through the charging of a portion of the
asset’s original cost against income.

ELECTRIC DISTRIBUTION »

Cost of distributing electricity to customers including routine and emergency
maintenance of poles, wires, underground facilities, street lighting, substations
and metering.

NET OPERATING INCOME »

These are the dollars available after all expenses are paid. This amount is used to
fi nance system improvements and expansion projects.

POWER GENERATION »

Cost of energy generated at MPU power plants. Includes the cost of fuel,
maintenance and operation of the facility.
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Cost of energy to operate pumps to deliver water to the distribution system and
maintenance of pumping equipment.

Energy purchased from other utilities.

MPU is exempt from state and federal income tax, but other taxes are incurred.
The majority of tax paid is referred to as “Payment in Lieu of Taxes” to city
government, which is based on property value. MPU is the largest tax payer to city
government.

WATER DISTRIBUTION »

Cost of delivering water to consumers including routine and emergency
maintenance of water mains and hydrants, storage tanks and metering.

WATER SUPPLY »

Cost of maintaining water intakes and wells.

WATER TREATMENT »

Cost of treating water delivered to the water distribution system including
operation cost of the water treatment plant, such as energy, maintenance,
chemicals and laboratory expenses.

YEAR END NET UTILITY PLANT »

The depreciated value of the utility system plus construction work in progress, at
year end.

MANITOWOC PUBLIC UTILITIES

FINANCIAL
STATEMENTS
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MANITOWOC PUBLIC UTILITIES
CITY OF MANITOWOC, WISCONSIN

STATEMENT OF NET POSITION »
December 31, 2018
With comparative amounts as of December 31, 2017
2018

2017

ASSETS

Current assets
		Cash and investments
		Receivables
			Customer accounts, net
			Other
		Notes receivable - City of Manitowoc
		Inventories
		Prepaid items

$

46,249,466

$

41,609,304

6,843,852
3,042
23,151
3,261,722
1,532,360

7,444,207
22,587
1,975,464
1,556,589

57,913,593

52,608,151

8,884,877

8,480,794

1,033,941
98,541
12,448,411
4,000,000
1,126,410
1,218,463

1,066,141
121,693
11,644,865
4,000,000
1,127,116
-

19,925,766

17,959,815

4,068,514
1,104,770
54,810
96,226
5,324,320

3,509,075
395,161
54,068
136,710
4,095,014

173,248,522
71,725,898
4,678,511
1,421,122
251,074,053
(122,715,520)
128,358,533

171,384,535
71,590,425
4,673,245
1,381,019
249,029,224
(116,006,814)
133,022,410

133,682,853

137,117,424

220,407,089

216,166,184

Pension related amounts
Other postemployment related amounts

2,284,658
38,972

2,695,836
-

Total deferred outf lows of resources

2,323,630

2,695,836

		Total current assets
Restricted assets
Cash and investments
Other assets
Notes receivable
Notes receivable - City of Manitowoc
Investment in ATC
Rate stabilization deposit
Nonutility property
Net pension asset
Total other assets
Capital assets
Nondepreciable
		 Electric
		 Water
		 Steam
		 Broadband
		
Total capital assets, nondepreciable
Depreciable
		 Electric
		 Water
		 Steam
		 Broadband
		
Total capital assets, depreciable
		
Less: accumulated depreciation
		
Capital assets, depreciable, net
Total capital assets
Total assets
DEFERRED OUTFLOWS OF RESOURCES

The notes to the basic financial statements are an integral part of this statement.
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MANITOWOC PUBLIC UTILITIES
CITY OF MANITOWOC, WISCONSIN

STATEMENT OF NET POSITION »
December 31, 2018
With comparative amounts as of December 31, 2017
2018

2017

LIABILITIES

Current Liabilities
Accounts payable
Accrued and other current liabilities
Compensated absences and other liabilities
Due to other governments
Customer deposits
Current portion of long-term debt
Payable from restricted assets
		
Current portion of long-term debt
		
Accrued interest

$

4,283,035
2,455,041
3,159,414
881,239
574,371
205,094

$

4,627,311
2,437,166
3,108,263
863,566
490,463
229,346

4,105,000
80,161

2,670,000
110,911

15,743,355

14,537,026

4,170,000
354,415
80,000
1,567,747
399,858

8,275,000
463,509
176,000
1,558,263
346,756
302,840

6,572,020

11,122,368

22,315,375

25,659,394

Unamortized gain on debt refunding
Pension related amounts
Other postemployment related amounts

1,609,215
2,398,808
6,373

1,758,909
1,090,517
-

Total deferred inf lows of resources

4,014,396

2,849,426

Net investment in capital assets
Restricted
Unrestricted

123,159,129
10,023,179
63,218,640

123,544,660
8,369,883
58,438,657

Total Net Position

196,400,948

190,353,200

Total current liabilities
Long-term obligations, less current portion
Revenue bonds
Debt premium
Land contract
Compensated absences
Net pension liability
Other postemployment benefits
Total long-term liabilities
Total liabilities
DEFERRED INFLOWS OF RESOURCES

NET POSITION

The notes to the basic financial statements are an integral part of this statement.
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MANITOWOC PUBLIC UTILITIES
CITY OF MANITOWOC, WISCONSIN

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION »
For the year ended December 31, 2018
With comparative amounts for the year ended December 31, 2017
2018

2017

OPERATING REVENUES

Charges for services
Electric
Water
Steam
Broadband
Total operating revenues

$

66,566,257
6,858,345
1,880,760
242,520

$

67,466,906
6,910,177
1,847,247
289,424

75,547,882

76,513,754

Water supply and distribution
Electric and steam supply and distribution
Administrative and general
Depreciation
Taxes

2,838,005
50,898,950
5,510,059
8,072,477
496,860

2,696,185
52,723,904
5,576,360
8,001,066
479,048

Total operating expenses

67,816,351

69,476,563

7,731,531

7,037,191

Interest income
Merchandising and jobbing
Interest and fiscal charges
Amortization of debt discount/premium
Amortization of gain on debt refunding		
Other nonoperating revenues (expenses)

2,017,855
110,453
(420,827)
133,347
149,694
(706)

1,465,490
203,088
(507,127)
133,347
149,694
(706)

Total nonoperating revenues (expenses)

1,989,816

1,443,786

Income before contributions and transfers

9,721,347

8,480,977

201,761
(3,847,626)

44,130
(3,942,955)

6,075,482

4,582,152

190,353,200

185,771,048

(27,734)

-

Net position - January 1, restated

190,325,466

185,771,048

Net position - December 31

196,400,948

190,353,200

OPERATING EXPENSES

Operating income
NONOPERATING REVENUES (EXPENSES)

Capital contributions
Transfers out
Change in net position
Net position - January 1, as originally stated
Cumulative effect of change in accounting principle

The notes to the basic financial statements are an integral part of this statement.
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MANITOWOC PUBLIC UTILITIES
CITY OF MANITOWOC, WISCONSIN

STATEMENT OF CASH FLOWS »
For the year ended December 31, 2018
With comparative amounts for the year ended December 31, 2017

2018

2017

CASH FLOWS FROM OPERATING ACTIVITIES

Cash received from customers
Cash paid for employee wages and benefits
Cash paid to suppliers
Net cash provided by operating activities

$

76,360,271
(4,417,261)
(56,419,406)

$

76,308,188
(3,847,295)
(55,839,148)

15,523,604

16,621,745

Economic development loans to customers
Economic development loan payments received
Received on notes to City of Manitowoc
Transfer to City of Manitowoc

32,200
22,587
(3,821,124)

(167,125)
20,984
712,502
(3,877,629)

Net cash used by noncapital financing activities

(3,766,337)

(3,311,268)

Acquisition of capital assets
Capital contributions
Sale of capital assets
Cost of removal of capital assets
Principal paid on long-term debt
Interest paid on long-term debt

(4,596,344)
201,761
31,208
(343,339)
(2,766,000)
(451,575)

(3,727,044)
44,130
80,684
(191,427)
(3,191,000)
(536,931)

Net cash used by capital and related financing activities

(7,924,289)

(7,521,588)

Interest received
Cash paid to ATC LLC

2,014,813
(803,546)

1,465,489
(849,080)

Net cash provided by investing activities

1,211,267

616,409

Change in cash and cash equivalents

5,044,245

6,405,298

Cash and cash equivalents - January 1

50,090,098

43,684,800

Cash and cash equivalents - December 31

55,134,343

50,090,098

CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES

The notes to the basic financial statements are an integral part of this statement.
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MANITOWOC PUBLIC UTILITIES
CITY OF MANITOWOC, WISCONSIN

STATEMENT OF CASH FLOWS »
For the year ended December 31, 2018
With comparative amounts for the year ended December 31, 2017

2018

2017

RECONCILIATION OF OPERATING INCOME TO NET CASH PROVIDED
BY OPERATING ACTIVITIES

Operating income
Adjustments to reconcile operating income to net cash
provided by operating activities
Depreciation
Depreciation charged to operating accounts
Change in liability (asset) and deferred outf lows
and inf lows of resources
		 Pension
		
Other postemployment benefits
Merchandising and jobbing
Miscellaneous
Change in operating assets and liabilities
		
Customer accounts, net
		
Inventories and prepaid items
		
Accounts payable
		
Accrued and other current liabilities
		
Due to other governments
		
Customer deposits
		
Compensated absences and other liabilities

$

7,731,531

$

7,037,191

8,066,487
277,265

8,001,772
121,564

154,250
36,685
110,453
(706)

507,787
12,949
203,088
(706)

600,355
(1,262,029)
(344,276)
857
17,673
83,908
51,151

(421,000)
699,143
177,579
2,268
(41,594)
53,940
267,764

Net cash provided by operating activities

15,523,604

16,621,745

Reconciliation of cash and cash equivalents to the statement
of net position
Cash and cash equivalents in current assets
Cash and cash equivalents in restricted assets

46,249,466
8,884,877

42,129,304
7,960,794

55,134,343

50,090,098

Total cash and cash equivalents
Noncash capital and related financing activities
None

The notes to the basic financial statements are an integral part of this statement.
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MANITOWOC PUBLIC UTILITIES
CITY OF MANITOWOC, WISCONSIN

NOTES TO FINANCIAL STATEMENTS »
December 31, 2018

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES »

The financial statements of the Manitowoc Public Utilities, City of Manitowoc, Wisconsin (“MPU”), have been prepared in
conformity with accounting principles generally accepted in the United States of America (GA AP). The Governmental Accounting
Standards Board (GASB) is the accepted standard-setting body for establishing governmental accounting and financial reporting
principles. The significant accounting principles and policies utilized by MPU are described below:

A. REPORTING ENTITY

Manitowoc Public Utilities is a business-type activity of the City of Manitowoc, Wisconsin. In accordance with GA AP, the financial
statements are required to include MPU and any separate component units that have a significant operational or financial
relationship with MPU. MPU has not identified any component units that are required to be included in the financial statements in
accordance with standards established in GASB Statement No. 61.

B. PROPRIETARY FUND FINANCIAL STATEMENTS

Manitowoc Public Utilities is reported as business-type activities of the City of Manitowoc, Wisconsin. The accounts of MPU
are organized on the basis of funds, each of which is considered a separate accounting entity. The operations of each fund are
accounted for with a separate set of self-balancing accounts that comprise its assets, liabilities, deferred outf lows/inf lows of
resources, fund equity, revenues and expenses. MPU utilizes the following funds to account and report its operations:
ll Enterprise funds. Enterprise funds are used to account for government operations (a) that are financed and operated in a
manner similar to private business enterprises - where the intent of the governing body is that the costs (expenses, including
depreciation) of providing goods or services to the general public on a continuing basis be financed or recovered primarily
through user charges; or (b) where the governing body has decided that periodic determination of revenues earned, expenses
incurred, and/or net income is appropriate for capital maintenance, public policy, management control, accountability and other
purposes. Enterprise funds are used to account for the operations of the electric, water, steam and broadband utilities.
ll Internal service fund. An Internal service fund is used to account for the financing of goods and services provided by one
department to other departments of MPU, or to other governmental units, on a cost-reimbursement basis. An internal service
fund is used to account for the operation of MPU’s data processing department.
MPU issues a consolidated financial statements with all funds presented as one operation. lnterfund activity between MPU funds
has been eliminated.

C. MEASUREMENT FOCUS AND BASIS OF ACCOUNTING

MPU’s financial statements are reported using the economic resources measurement focus and the accrual basis of accounting.
Revenues are recorded when earned and expenses are recorded when a liability is incurred, regardless of the timing of related
cash f lows. Unpaid customer accounts receivable are recorded at year end.
MPU distinguish operating revenues and expenses from nonoperating items. Operating revenues and expenses generally result
from providing services and producing and delivering goods in connection with MPU’s principal ongoing operations. The
principal operating revenues of MPU are charges to customers for services. Operating expenses include the costs of services,
administrative expenses, and depreciation on capital assets. All revenues and expenses not meeting this definition are reported as
nonoperating revenues and expenses.
When both restricted and unrestricted resources are available for use, it is the Utility’s policy to use restricted resources first,
then unrestricted resources, as they are needed.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) »

D. ASSETS, LIABILITIES, DEFERRED OUTFLOWS/INFLOWS OF RESOURCES, AND NET POSITION
1.

Cash and Investments
Cash and investments are combined in the financial statements. Cash deposits consist of demand and time deposits with
financial institutions and are carried at cost. Investments are stated at fair value. Fair value is the price that would be received
to sell an asset in an orderly transaction between market participants at the measurement date. For purposes of the statement
of cash f lows, all cash deposits and highly liquid investments (including restricted assets) with a maturity of three months or
less from date of acquisition are considered to be cash equivalents.

2.

Accounts Receivable
Accounts receivable are stated at the amount management expects to collect from outstanding balances. Management
provides for probable uncollectible amounts through an assessment of the current status of individual accounts. An allowance
for uncollectible accounts of $45,300 has been provided for electric utility receivables.

3.

Inventories
Inventories are recorded at cost, which approximates market, using an average cost method. Inventories consist of expendable
supplies held for consumption. The cost is recorded as an expenditure at the time individual inventory items are consumed
rather than when purchased.

4.

Prepaid Items
Payments made to vendors that will benefit periods beyond the end of the current fiscal year are recorded as prepaid items
and are accounted for on the consumption method.

5.

Investment in American Transmission Company (ATC)
MPU is a member of ATC. ATC was formed by approximately 25 utilities to plan, construct, maintain, monitor and own
electric transmission facilities in Wisconsin. On June 28, 2001, MPU sold its transmission assets to ATC at a book value of
$2,351,000. In return, MPU received cash for half of the value and an ownership interest in ATC for the other half. MPU owns
less than 1 percent of ATC.
The investment earns dividends quarterly, some of which are paid in cash and some of which are required to be reinvested.
From time to time, MPU has the option to contribute additional funds to maintain its proportionate share of ownership. The
investment in American Transmission Company LLC is recorded at cost since it is privately held and has no readily available
fair market value. MPU’s ownership share is valued at $12,448,411 as of December 31, 2018, and is reported on the Statement
of Net Position as other assets.

6.

Capital Assets
Capital assets, which include property, plant, equipment, and infrastructure assets, are reported in the financial statements.
The Public Service Commission of Wisconsin sets estimated lives and straight-line depreciation rates. Such assets are
recorded at historical cost or estimated historical cost if purchased or constructed. Donated capital assets are recorded at
estimated acquisition value at the date of donation.
The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend asset lives are not
capitalized.

7.

Wastewater Collections
MPU performs the billing and collection functions for the City of Manitowoc Wastewater Treatment Plant (the “Wastewater
Treatment Plant”). MPU charges the Wastewater Treatment Plant for these services at cost plus a return on investment. The
cost reimbursement is credited directly to the related expense accounts.

8.

Compensated Absences
MPU’s policy permits employees to accumulate earned but unused vacation and sick leave benefits in accordance with
employee handbook policies. MPU records unused sick leave and vacation benefits as an expense and a liability as the
benefits accrue to employees.

9.

Deferred Outf lows/Inf lows of Resources
Deferred outf lows of resources are a consumption of net position by the government that is applicable to a future reporting
period. Deferred inf lows of resources are an acquisition of net position by the government that is applicable to a future
reporting period. The recognition of those outf lows and inf lows as expenses or expenditures and revenues are deferred until
the future periods to which the outf lows and inf lows are applicable.

10. Long-term Obligations
Long-term debt and other long-term obligations are reported as liabilities in the statement of net position. Debt premiums and
discounts are deferred and amortized over the life of the debt. Debt payable are reported net of the applicable bond premium
or discount. Debt issuance costs, whether or not withheld from the actual debt proceeds received, are reported as expenses.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) »
11. Pensions
For purposes of measuring the net pension liability (asset), deferred outf lows of resources and deferred inf lows of resources
related to pensions, and pension expense, information about the fiduciary net position of the Wisconsin Retirement System
(WRS) and additions to/deductions from WRS’ fiduciary net position have been determined on the same basis as they are
reported by WRS. 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.
12. Other Postemployment Benefits Other than Pensions (OPEB)
Single-employer Defined Postemployment Benefit Plan
For purposes of measuring the net OPEB liability, deferred outf lows of resources and deferred inf lows of resources related
to OPEB, and OPEB expense, information about the fiduciary net position of MPU's Other Postemployment Benefit Plan (the
"Plan") and additions to/deductions from the Plan's fiduciary net position have been determined on the same basis as they are
reported by the Plan. For this purpose, the Plan recognizes benefit payments when due and payable in accordance with the
benefit terms.
Local Retiree Life Insurance Fund
The fiduciary net position of the Local Retiree Life Insurance Fund (LRLIF) has been determined using the f low of economic
resources measurement focus and the accrual basis of accounting. This includes for purposes of measuring the net OPEB
liability, deferred outf lows of resources and deferred inf lows of resources related to other postemployment benefits, OPEB
expense, and information about the fiduciary net position of the LRLIF and additions to/deductions from LRLIF's fiduciary net
position have been determined on the same basis as they are reported by LRLIF. 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.
13. Fund Equity
Equity is classified as net position and displayed in three components:
l l Net investment in capital assets. Amount of capital assets, net of accumulated depreciation, and capital related deferred
outf lows of resources less outstanding balances of any bonds, mortgages, notes, or other borrowings that are attributable to
the acquisition, construction, or improvement of those assets and any capital related deferred inf lows of resources.
l l Restricted net position. Amount of net position that is subject to restrictions that are imposed by 1) external groups, such
as creditors, granters, contributors or laws or regulations of other governments or 2) law through constitutional provisions
or enabling legislation.
l l Unrestricted net position. Net position that is neither classified as restricted nor as net investment in capital assets.

E. SALES TAX

MPU collects sales tax from certain customers and remits the entire amount to the appropriate governmental entities. MPU’s
accounting policy is to exclude the tax collected and remitted from revenues and cost of sales.

F. 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 the amounts reported in the financial statements
and accompanying notes. Actual results could differ from those estimates.

G. PRIOR YEAR INFORMATION

Comparative amounts for the prior year have been presented in the financial statements to provide an understanding of changes
in MPU’s financial position and operations. The comparative amounts may be summarized in total and not at the level of detail
required for a presentation in conformity with generally accepted accounting principles. Accordingly, such information should be
read in conjunction with the government’s financial statements for the year ended December 31, 2017, from which the summarized
information was derived.

H. RECLASSIFICATIONS

Certain amounts in the prior year financial statements have been reclassified to conform with the presentation in the current year
financial statements with no change in previously reported net position, or changes in net position.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) »

NOTE 2: DETAILED NOTES ON ALL FUNDS »
A. CASH AND INVESTMENTS

MPU maintains various cash and investment accounts, including pooled funds that are available for use by all funds. Each fund’s
portion of these accounts is displayed on the financial statements as “Cash and investments”.
Invested cash consists of deposits and investments that are restricted by Wisconsin Statutes to the following:
Time deposits; repurchase agreements; securities issued by federal, state and local governmental entities; statutorily
authorized commercial paper and corporate securities; and the Wisconsin local government investment pool.
The carrying amount of MPU’s cash and investments totaled $55,134,343 on December 31, 2018 as summarized below:
Petty cash and cash on hand
Deposits with financial institutions
Investments

$

750
12,773,255
42,360,338
55,134,343

Reconciliation to financial statements:
Statement of Net Position
Cash and investments
Restricted cash and investments

$

46,249,466
8,884,877
55,134,343

Fair Value Measurements
MPU categorizes its fair value measurements within the fair value hierarchy established by generally accepted accounting
principles. The hierarchy is based on the valuation inputs used to measure the fair value of the asset. Level 1 inputs are quoted
prices in active markets for identical assets; Level 2 inputs are significant observable inputs; Level 3 inputs are significant
unobservable inputs. MPU has the following fair value measurements as of December 31, 2018:
FAIR VALUE MEASUREMENTS USING
INVESTMENTS

U.S. Treasury Securities
Corporate Bonds and Notes
Money Market Mutual Funds
Federal National Mortgage
Federal Home Loan Bank
Federal Home Loan Mortgage
Federal Farm Credit Bureau

LEVEL 1

$

3,218,669
3,218,669

LEVEL 2

$

11,865,662
13,379,270
5,233,987
2,317,792
3,385,135
2,959,823
39,141,669

LEVEL 3

$

-

Deposits and investments of MPU are subject to various risks. Presented below is a discussion of MPU’s deposits and investments
and the related risks.
Custodial Credit Risk
Deposits with financial institutions within the State of Wisconsin are insured by the Federal Deposit Insurance Corporation
(FDIC) in the amount of $250,000 for the combined amount of all time and savings deposits and $250,000 for interest-bearing and
noninterest-bearing demand deposits per official custodian per insured depository institution. Deposits with financial institutions
located outside the State of Wisconsin are insured by the FDIC in the amount of $250,000 for the combined amount of all deposit
accounts per official custodian per depository institution. Deposits with credit unions are insured by the National Credit Union
Share Insurance Fund (NCUSIF) in the amount of $250,000 per credit union member. Also, the State of Wisconsin has a State
Guarantee Fund which provides a maximum of $400,000 per public depository above the amount provided by an agency of the
U.S. Government. However, due to the relatively small size of the State Guarantee Fund in relation to the Fund’s total coverage,
total recovery of insured losses may not be available. This coverage has been considered in determining custodial credit risk.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED) »
As of December 31, 2018, $12,092,756 of MPU’s deposits with financial institutions were in excess of federal and state depository
insurance limits. $12,092,756 was collateralized with securities held by the pledging financial institution or its trust department
or agent but not in MPU’s name.
Credit Risk
Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder of the investment. This is
measured by the assignment of a rating by a nationally recognized statistical rating organization. Wisconsin statutes limit
investment in securities to the top two ratings assigned by nationally recognized statistical rating organizations. Presented below
is the actual rating as of the year-end for each investment type.

INVESTMENT TYPE

U.S. Treasury Notes
Corporate Bonds and Notes
Federal Agency Securities

AMOUNT

$

Totals

EXEMPT FROM
DISCLOSURE

11,865,662
13,379,270
13,896,737

$ 11,865,662
-

39,141,669

11,865,662

AAA

$

4,871,668
13,896,737

AA

$

18,768,405

A

6,054,705
-

$		
2,452,897
-

6,054,705

2,452,897

Concentration of Credit Risk
The investment policy of MPU limits the amount that can be invested in any one issuer. Corporate securities (nonequity) may not
exceed 60% of the securities portfolio with an additional limitation of 7% for any individual corporation. Commercial paper may
not exceed 25% of the securities portfolio with an additional limitation of 7% for any individual corporation. Mortgage backed
securities may not exceed 25% of the portfolio and pools of Small Business Administration loans may not exceed 10%.
Interest Rate Risk
Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value of an investment. Generally,
the longer the maturity of an investment, the greater the sensitivity of its fair value to changes in market interest rates. One of
the ways that MPU manages its exposure to interest rate risk is by purchasing a combination of shorter term and longer term
investments and by timing cash f lows from maturities so that a portion of the portfolio is maturing or coming close to maturity
evenly over time as necessary to provide the cash f low and liquidity needed for operations.
Information about the sensitivity of the fair values of MPU’s investments to market interest rate f luctuations is provided by the
following table that shows the distribution of MPU’s investments by maturity:
REMAINING MATURITY (IN MONTHS)
INVESTMENT TYPE

12 MONTHS
OR LESS

AMOUNT

U.S. Treasury Securities
$
Corporate Bonds and Notes
Federal National Mortgage
Federal Home Loan Bank
Federal Home Loan Mortgage
Federal Farm Credit Bureau

11,865,662
13,379,270
5,233,987
2,317,792
3,385,135
2,959,823

Totals

39,141,669

$

6,629,864
4,132,854
2,484,125
990,540
499,780
14,737,163

13 TO 24
MONTHS

$

4,636,902
497,260
492,280
5,626,442

25 TO 60
MONTHS

$

7,820,074
2,749,862
1,585,874
1,902,315
980,420
15,038,545

MORE THAN 60
MONTHS

$

598,896
929,082
731,918
1,479,623
3,739,519
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Investments with Fair Values Highly Sensitive to Interest Rate Fluctuations
MPU’s investments include the following investments that are highly sensitive to interest rate fluctuations (to a greater degree than already indicated
in the information provided above):
HIGHLY SENSITIVE INVESTMENTS

FAIR VALUE AT YEAR END

Mortgage Backed Securities. These securities are subject to early payment in a period
of declining interest rates. The resultant reduction in expected total cash f lows affects the
fair value of these securities and makes the fair values of these securities highly sensitive
to changes in interest rates.

B. RESTRICTED ASSETS

$

13,896,737

Restricted assets on December 31, 2018 totaled $8,884,877 and consisted of cash and investments held for the following
purposes:
AMOUNT

FUNDS

Enterprise Funds
Water Utility
		
Membrane Replacement

PURPOSE

6,122,285

To be used for the replacement of capital assets of
the water production plant

Electric Utility
		
Debt Retirement

2,732,416

To account for funds set aside to finance related
revenue bond debt service maturities

Steam Utility
		
Debt Retirement

30,176

Total
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$

8,884,877

To account for funds set aside to finance
related revenue bond debt service maturities

NOTES TO FINANCIAL STATEMENTS (CONTINUED) »

C. CAPITAL ASSETS

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

Capital assets, nondepreciable:
Land
Construction in progress
Total capital assets, nondepreciable

$

Capital assets, depreciable:
Buildings
Improvements other than buildings
Infrastructure
Subtotals
Less accumulated depreciation for:
Buildings
Improvements other than buildings
Infrastructure
Subtotals
Total capital assets, depreciable, net
Capital assets, net

2,233,040
1,861,974
4,095,014

INCREASES

$

4,892,514
4,892,514

ENDING
BALANCE

DECREASES

$

- $
3,663,208
3,663,208

2,233,040
3,091,280
5,324,320

21,353,248
92,999,595
134,676,381
249,029,224

210,229
1,385,148
1,764,707
3,360,084

19,451
404,065
891,739
1,315,255

21,544,026
93,980,678
135,549,349
251,074,053

9,146,310
39,155,207
67,705,297
116,006,814

532,068
2,596,113
5,247,349
8,375,530

56,452
619,862
990,510
1,666,824

9,621,926
41,131,458
71,962,136
122,715,520

133,022,410

(5,015,446)

(351,569)

128,358,533

137,117,424

(122,932)

3,311,639

133,682,853

Less: Capital related debt
Less: Debt premium
Less: Deferred gain on refunding
Net investment in capital assets

8,451,000
463,510
1,609,214
123,159,129

Depreciation expense was charged to functions of MPU as follows:
Water utility
Electric utility
Steam utility
Broadband
Total depreciation expense
Depreciation charged operating accounts
Salvage charged to accumulated depreciation
Total increase in accumulated depreciation above

$

1,800,686
6,039,828
151,675
80,288
8,072,477
269,850
33,203
8,375,530
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D. LONG-TERM OBLIGATIONS

The following is a summary of changes in long-term obligations of MPU for the year ended December 31, 2018:
BEGINNING
BALANCE

Revenue bonds
$
Debt premium
Land contract
Compensated absences
Business-type activities
Long-term obligations

ISSUED

10,945,000
596,855
272,000
2,108,263

$

–
–
–
683,661

13,922,118

ENDING
BALANCE

RETIRED

$

683,661

2,670,000
133,346
96,000
632,510

$

3,531,856

DUE WITHIN
ONE YEAR

8,275,000
463,509
176,000
2,159,414
11,073,923

$

4,105,000
109,094
96,000
591,667
4,901,761

Total interest paid during the year on long-term debt totaled $443,643.
Revenue Bonds
Revenue bonds outstanding on December 31, 2018 totaled $8,275,000 and were comprised of the following issues:

Electric Power System Refunding
Electric Power System Refunding

DATE OF
ISSUE

FINAL
MATURITY

INTEREST RATES

11/23/09
11/10/14

10/01/19
10/01/29

1.00 - 5.00%
2.00 - 3.15%

ORIGINAL
INDEBTEDNESS

$

21,740,000
5,890,000

BALANCE
12/31/18

$

Total Outstanding Revenue Bonds

3,750,000
4,525,000
8,275,000

Annual principal and interest maturities of the outstanding revenue bonds of $8,275,000 on December 31, 2018 are detailed
below:
YEAR ENDED DECEMBER 31,

2019
2020
2021
2022
2023
2024-2028
2029

PRINCIPAL

$

4,105,000
365,000
375,000
385,000
395,000
2,175,000
475,000
8,275,000

INTEREST

$

320,643
126,043
115,093
103,843
92,293
275,313
14,963
1,048,191

TOTAL

$

4,425,643
491,043
490,093
488,843
487,293
2,450,313
489,963
9,323,191

Revenues Pledged
MPU has pledged future customer revenues, net of specified operating expenses, to repay the electric power system revenue
bonds. Proceeds from the bonds provided financing for the construction or acquisition of capital assets used with the systems. The
bonds are payable solely from customer net revenues and are payable through 2029. The total principal and interest remaining to
be paid on the electric system bonds is $9,323,191. Principal and interest paid on the electric and steam bonds for the current year
and total customer net revenues were $3,113,643 and $14,728,527.
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Land Contract
MPU is obligated under a land contract that was used to finance the acquisition of capital assets. The cost of the capital asset
under the capital lease is $472,000 and the related accumulated depreciation is $0 as of December 31, 2018, as the asset acquired
is land.
The following is a schedule of the minimum lease payments under the lease agreements and the present values of the minimum
lease payments at December 31, 2018:
YEAR ENDING

2019
2020

WATER UTILITY

$

96,000
80,000

Subtotal
Less: Amount representing interest

176,000
–

Present Value of Future Minimum Lease Payments

176,000

E. PENSION PLAN
1.

Plan Description
The WRS is a cost-sharing, multiple-employer, defined benefit pension plan. WRS benefits and other plan provisions are
established by Chapter 40 of the Wisconsin Statutes. Benefit terms may only be modified by the legislature. The retirement
system is administered by the Wisconsin Department of Employee Trust Funds (ETF). The system provides coverage to all
eligible State of Wisconsin, local government and other public employees. All employees, initially employed by a participating
WRS employer on or after July 1, 2011, and expected to work at least 1200 hours a year (880 hours for teachers and school
district educational support employees) and expected to be employed for at least one year from employee’s date of hire are
eligible to participate in the WRS.
ETF issues a standalone Comprehensive Annual Financial Report (CAFR), which can be found at http://etf.wi.gov/
publications/cafr.htm.
For employees beginning participation on or after January 1, 1990, and no longer actively employed on or after April 24, 1998,
creditable service in each of five years is required for eligibility for a retirement annuity. Participants employed prior to 1990
and on or after April 24, 1998, and prior to July 1, 2011, are immediately vested. Participants who initially became WRS
eligible on or after July 1, 2011, must have five years of creditable service to be vested.
Employees who retire at or after age 65 (54 for protective occupation employees, 62 for elected officials and executive service
retirement plan participants if hired on or before December 31, 2016) are entitled a retirement benefit, based on a formula
factor, their final average earnings and creditable service.
Final average earnings is the average of the participant's three highest earnings periods. Creditable service includes current
service and prior service for which a participant received earnings and made contributions as required. Creditable service
also includes military service. The retirement benefit will be calculated as a money purchase benefit based on the employee's
contributions plus matching employer's contributions, with interest, if that benefit is higher than the formula benefit.
Vested participants may retire at or after age 55 (50 for protective occupants) and receive an actuarially reduced benefit.
Participants terminating covered employment prior to eligibility for an annuity may either receive employee-required
contributions plus interest as a separation benefit or leave contributions on deposit and defer application until eligible to
receive a retirement benefit.
The WRS also provides death and disability benefits for employees.

TR ANSITIONS | 23

NOTES TO FINANCIAL STATEMENTS (CONTINUED) »
2.

3.

Post-Retirement Adjustments
The Employee Trust Funds Board may periodically adjust annuity payments from the retirement system based on annual
investment performance in accordance with s. 40.27, Wis. Stat. An increase (or decrease) in annuity payments may result
when investment gains (losses), together with other actuarial experience factors, create a surplus (shortfall) in the reserves,
as determined by the system’s consulting actuary. Annuity increases are not based on cost of living or other similar factors.
For Core annuities, decreases may be applied only to previously granted increases. By law, Core annuities cannot be reduced
to an amount below the original, guaranteed amount (the “f loor”) set at retirement. The Core and Variable annuity
adjustments granted during recent years are as follows:
YEAR

CORE FUND ADJUSTMENT (%)

VARIABLE FUND ADJUSTMENT (%)

2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017

3
6.6
(2.1)
(1.3)
(1.2)
(7.0)
(9.6)
4.7
2.9
0.5
2.0

10
0
(42)
22
11
(7)
9
25
2
(5)
4

Contributions
Required contributions are determined by an annual actuarial valuation in accordance with Chapter 40 of the Wisconsin
Statutes. The employee required contribution is one-half of the actuarially determined contribution rate for general category
employees, including teachers, and Executives and Elected Officials. Starting on January 1, 2016, the Executives and Elected
Officials category was merged into the General Employee Category. Required contributions for protective employees are the
same rate as general employees. Employers are required to contribute the remained of the actuarially determined contribution
rate. The employer may not pay the employee required contribution unless provided for by an existing collective bargaining
agreement.
For the year ended December 31,2018, the WRS recognized $445,873 in contributions from MPU.
Contribution rates for the reporting period are:

4.

EMPLOYEE CATEGORY

EMPLOYEE (%)

EMPLOYER (%)

General (including teachers,
executives and elected officials)
Protective with Social Security
Protective without Social Security

6.8

6.8

6.8
6.8

10.6
14.9

Pension Liabilities, Pension Expense, and Deferred Outf lows of Resources and Deferred Inf lows of Resources Related
to Pensions
At December 31, 2018, MPU reported a liability (asset) of ($1,218,463) for its proportionate share of the net pension liability
(asset). The net pension liability (asset) was measured as of December 31, 2017, and the total pension liability used to
calculate the net pension liability (asset) was determined by an actuarial valuation as of December 31, 2016 rolled forward to
December 31, 2017. No material changes in assumptions or benefit terms occurred between the actuarial valuation date and
the measurement date. MPU’s proportion of the net pension liability (asset) was based on MPU’s share of contributions to the
pension plan relative to the contributions of all participating employers. At December 31, 2017, the MPU’s proportion was
0.04103787%, which was a decrease of 0.0000101317235% from its proportion measured as of December 31, 2016.
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For the year ended December 31, 2018, MPU recognized pension expense of $691,156.
At December 31, 2018, MPU reported deferred outf lows of resources and deferred inf lows of resources related to pensions
from the following sources:
�
�

DEFERRED OUTFLOWS OF
RESOURCES

Differences between expected and actual experience
Net differences between projected and actual
earnings on pension plan investments
Changes in assumptions
Changes in proportion and differences between
employer contributions and proportionate share
of contributions
Employer contributions subsequent to the
measurement date

$

Total

$

1,548,084

DEFERRED INFLOWS OF
RESOURCES

$

724,145

240,744

1,674,663
-

49,957

-

445,873

-

2,284,658

$

2,398,808

$445,873 reported as deferred outf lows related to pension resulting from MPU’s contributions subsequent to the
measurement date will be recognized as a reduction of the net pension liability (asset) in the year ended December 31, 2019.
Other amounts reported as deferred outf lows of resources and deferred inf lows of resources related to pension will be
recognized in pension expense as follows:
YEAR ENDED DECEMBER 31,

2019
2020
2021
2022
2023
Total
5.

EXPENSE

$

158,437
5,540
(413,403)
(313,539)
2,942
(560,023)

Actuarial Assumptions
The total pension liability (asset) in the December 31, 2017, actuarial valuation was determined using the following actuarial
assumptions, applied to all periods included in the measurement:
Actuarial Valuation Date: 					
December 31, 2016
Measurement Date of Net Pension Liability (Asset): 		
December 31, 2017
Actuarial Cost Method: 					
Entry Age
Asset Valuation Method: 					
Fair Value
Long-term Expected Rate of Return: 			
7.2%
Discount Rate: 						7.2%
Salary Increases:
Inf lation						3.2%
Seniority/Merit					0.2% - 5.6%
Mortality						Wisconsin 2012 Mortality Table
Post-retirement Adjustments* 				2.1%
No post-retirement adjustment is guaranteed. Actual adjustments are based on recognized investment return, actuarial
experience and other factors. 2.1% is the assumed annual adjustment based on the investment return assumption and the
post-retirement discount rate.
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Actuarial assumptions are based upon an experience study conducted in 2015 using experience from 2012 - 2014. The total
pension liability for December 31, 2017 is based upon a roll-forward of the liability calculated from the December 31, 2016
actuarial valuation.
Long-term Expected Return on Plan Assets. The long-term expected rate of return on pension plan investments was
determined using a building-block method in which best-estimate ranges of expected future real rates of return (expected
returns, net of pension plan investment expense and inf lation) 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 inf lation. The target allocation and best estimates of arithmetic real rates
of return for each major asset class are summarized in the following table:
CURRENT ASSET
ALLOCATION %

LONG-TERM
EXPECTED NOMINAL
RATE OF RETURN %

Core Fund Asset Class
Global Equities
Fixed Income
Inf lation Sensitive Assets
Real Estate
Private Equity/Debt
Multi-asset
Total Core Fund

50%
24.5%
15.5%
8%
8%
4%
110%

8.2%
4.2%
3.8%
6.5%
9.4%
6.5%
7.3%

5.3%
1.4%
1.0%
3.6%
6.5%
3.6%
4.4%

Variable Fund Assets Class
U.S. Equities
International Equities
Total Variable Fund

70%
30%
100%

7.5%
7.8%
7.9%

4.6%
4.9%
5.0%

LONG-TERM EXPECTED REAL
RATE OF RETURN %

New England Pension Consultants Long Term US CPI (Inf lation) Forecast: 2.75%
Asset Allocations are managed within established ranges, target percentages may differ from actual monthly allocations
Single Discount Rate. A single discount rate of 7.20% was used to measure the total pension liability. This single discount
rate was based on the expected rate of return on pension plan investments of 7.20% and a long-term bond rate of 3.31%.
Because of the unique structure of WRS, the 7.20% expected rate of return implies that a dividend of approximately 2.1% will
always be paid. For purposes of the single discount rate, it was assumed that the dividend would always be paid. The
projection of cash f lows used to determine this single discount rate assumed that plan members contributions will be made at
the current contribution rate and that employer contributions will be made at rates equal to the difference between actuarially
determined contribution rates and the member rate. Based on these assumptions, the pension plan’s fiduciary net position was
projected to be available to make all projected future benefit payments (including expected dividends) of current plan
members. Therefore, the long-term expected rate of return on pension plan investments was applied to all periods of projected
benefit payments to determine the total pension liability.
Sensitivity of MPU’s proportionate share of the net pension liability (asset) to changes in the discount rate.
The following presents MPU’s proportionate share of the net pension liability (asset) calculated using the discount rate of 7.2
percent, as well as what MPU’s proportionate share of the net pension liability (asset) would be if it were calculated using a
discount rate that is 1-percentage-point lower (6.20 percent) or 1-percentage-point higher (8.20 percent) than the current rate:
1% DECREASE TO
DISCOUNT RATE
(6.20%)

MPU’s proportionate share of
the net pension liability (asset)
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$

3,152,580

1% INCREASE TO
DISCOUNT RATE
(8.20%)

CURRENT DISCOUNT
RATE (7.20%)

$

(1,218,463)

$

(4,540,591)

NOTES TO FINANCIAL STATEMENTS (CONTINUED) »
Pension plan fiduciary net position. Detailed information about the pension plan’s fiduciary net position is available in
separately issued financial statements available at http://etf.wi.gov/publications/cafr.htm.
6.

Payables to the Pension Plan
At December 31, 2018, MPU reported a payable of $27,295 for the outstanding amount of contributions to the pension
plan for the year ended December 31, 2018.

F. OTHER POSTEMPLOYMENT BENEFITS

MPU has adopted GASB Statement No. 75, Accounting and Financial Reporting for Postemployment Benefits Other Than
Pensions for the year ended December 31, 2018. This statement revised and established new financial reporting requirements
for governments that provide their employees with postemployment benefits. Financial statements for the year ended
December 31, 2017 have not been restated.
The cumulative effect of this change was to decrease the December 31, 2017 net position by $27,734 as follows:
Single-employer defined OPEB Plan
OPEB liability balance previously reported
Actuarially determined balance
Change in other postemployment liability

$

302,840
114,997
187,843

Deferred outf lows of resources
Employer contributions subsequent to the measurement date

8,000
195,843

Change in single-employer defined OPEB plan liability
Local Retiree Life Insurance Fund (LFLIF)
OPEB liability balance previously reported
Actuarially determined balance
Change in other postemployment liability

223,577
(223,577)

Change in Local Retiree Life Insurance Fund liability

(223,577)
$

Total cumulative effect of change in accounting principle

(27,734)

MPU reports OPEB related balances at December 31, 2018 as summarized below:

OPEB LIABILITY

DEFERRED
INFLOWS OF
RESOURCES

DEFERRED OUTFLOWS
OF RESOURCES

OPEB EXPENSE

Local Retiree Life Insurance Fund (LRLIF)
Single-employer defined OPEB plan

$

273,454
126,404

$

29,573
9,399

$

6,373
-

$

28,550
16,516

Total

$

339,858

$

38,972

$

6,373

$

45,066

TR ANSITIONS | 2 7

NOTES TO FINANCIAL STATEMENTS (CONTINUED) »

1. Single Employer Defined Postemployment Benefit Plan

Plan Description
The Plan is a single-employer defined benefit postemployment health plan that covers retired employees of MPU. MPU provides
health care insurance coverage for MPU employees who retire after reaching the age of 55. The retired employee contributes
100% of the premium for family coverage or 100% of the premium for single coverage.
Benefits Provided
MPU provides medical coverage (including prescription drugs) for retired employees through the MPU medical plan.
Employees Covered by Benefit Terms
As of January 1, 2018 actuarial valuation, the following employees were covered by the benefit terms:

Inactive employees or beneficiaries currently receiving benefit payments
Active employees

1
94
95

Contributions
Retired plan members and beneficiaries currently receiving benefits are required to contribute 100% towards the cost of
insurance premiums based on the employee group and their retirement date.
Total OPEB Liability
MPU's total OPEB liability was measured as of December 31, 2017, and was determined by an actuarial valuation as of January 1,
2018.
Actuarial Assumptions. The total OPEB liability in the January 1, 2018 actuarial valuation was determined using the following
actuarial assumptions, applied to all periods included in the measurement, unless otherwise specified:
Salary increases:
Inf lation
Seniority/Merit
Discount rate:
Healthcare cost trend rates:

3.00%
0.4% -3.0%
3.44%
5.9% for 2018 decreasing to an ultimate
rate of 3.90% after 62 years

Mortality rates are based on the Wisconsin 2012 Mortality table.
The actuarial assumptions used in January 1, 2018 valuation are based on the "Wisconsin Retirement System 2012 - 2014
Experience Study".
Discount Rate. The discount rate used to measure the total OPEB liability was 3.44%, which is based on the Bond Buyer GO
20-year Bond Index as of the week of the measurement date. No assets have been accumulated in an irrevocable trust, so the Bond
Buyer GO 20-year Bond Index has been applied to all periods.
Changes in Total OPEB Liability
TOTAL OPEB
LIABILITY

Balance at January 1, 2018
Changes for the year:
Service cost
Interest on total OPEB liability
Effect of assumptions changes or inputs
Benefit payments
Net changes
Balance at December 31, 2018

28 | MANITOWOC PUBLIC UTILITIES

$

114,997

$

11,544
4,633
3,230
(8,000)
11,407
126,404
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Sensitivity of the total OPEB liability to changes in the discount rate. The following presents the total OPEB liability of MPU,
as well as what MPU's total OPEB liability would be if it were calculated using a discount rate that is 1-percentage-point lower
(2.44%) or 1-percentage-point higher (4.44%) than the current rate:
1% DECREASE TO
DISCOUNT RATE (2.44%)

Total OPEB liability

$

136,223

1% INCREASE TO
DISCOUNT RATE (4.44%)

CURRENT DISCOUNT RATE
(3.44%)

$

126,404

$

117,080

Sensitivity of the total OPEB liability to changes in the healthcare cost trend rates. The following presents the total OPEB
liability of MPU, as well as what MPU's total OPEB liability would be if it were calculated using healthcare cost trend rates that
are 1-percentage-point lower or 1-percentage-point higher then the current healthcare cost trend rates:

1% DECREASE TO (4.9%
DECREASING TO 2.9%)

Total OPEB liability

$

HEALTHCARE COST
TREND RATES
(5.9% DECREASING TO 3.9%)

111,572

$

126,404

1% INCREASE TO (6.9%
DECREASING TO 4.9%)

$

144,106

OPEB Expense and Deferred Outf lows of Resources and Deferred Inf lows of Resources Related to OPEB
For the year ended December 31, 2018, the MPU recognized OPEB expense of $16,516. At December 31, 2018, MPU reported
deferred outf lows of resources related to OPEB from the following sources:
DEFERRED OUTFLOWS OF
RESOURCES

Changes in assumptions
District contributions subsequent to the measurement date

$

2,891
6,508

Total

$

9,399

$6,508 reported as deferred outf lows of resources related to OPEB resulting from MPU contributions subsequent to the
measurement date will be recognized as a reduction of the total OPEB liability in the year ended December 31, 2018, and reported
in the year ended December 31, 2019.
Amounts reported as deferred outf lows of resources and deferred inf lows of resources related to OPEB will be recognized in
OPEB expense as follows:
YEAR ENDED
DECEMBER 31,

EXPENSE

2019
2020
2021
2022
2023
Thereafter

$

339
339
339
339
339
1,196

Total

$

2,891

Payable to the OPEB Plan
At December 31, 2018, MPU reported a payable of $0 for the outstanding amount of contribution to the OPEB Plan required for
the year ended December 31, 2018.
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2. Local Retiree Life Insurance Fund

Plan Description
The LRLIF is a cost-sharing, multiple-employer defined benefit OPEB plan. LRLIF benefits and other plan provisions are
established by Chapter 40 of the Wisconsin Statutes. The Wisconsin Department of Employee Trust Funds (ETF) and the Group
Insurance Board have statutory authority for program administration and oversight. The plan provides postemployment life
insurance benefits for all eligible employees.
OPEB Plan Fiduciary Net Position
ETF issues a standalone Comprehensive Annual Financial Report (CAFR), which can be found at http://etf.wl.gov/publications/
cafr.htm.
Benefits Provided
The LRLIF plan provides fully paid up life insurance benefits for post-age 64 retired employees and pre-65 retirees who pay for
their coverage.
Contributions
The Group Insurance Board approves contribution rates annually, based on recommendations from the insurance carrier.
Recommended rates are based on an annual valuation, taking into consideration an estimate of the present value of future
benefits and the present value of future contributions. A portion of employer contributions made during a member's working
lifetime funds a post-retirement benefit.
Employers are required to pay the following contributions based on employee contributions for active members to provide them
with Basic Coverage after age 65. There are no employer contributions required for pre-age 65 annuitant coverage. If a member
retires prior to age 65, they must continue paying the employee premiums until age 65 in order to be eligible for the benefit after
age 65.
Contribution rates as of December 31, 2018 are:
EMPLOYER CONTRIBUTION

COVERAGE TYPE

50% Post-retirement coverage
25% Post-retirement coverage

40% of employee contribution
20% of employee contribution

Employee contributions are based upon nine age bands through age 69 and an additional eight age bands for those age 70 and
over. Participating employees must pay monthly contribution rates per $1,000 of coverage until the age of 65 (age 70 if active).
The employee contribution rates in effect for the year ended December 31, 2017 are listed below:

LIFE INSURANCE EMPLOYEE CONTRIBUTION RATES FOR
THE YEAR ENDED DECEMBER 31, 2017
ATTAINED AGE

Under 30
30-34
35-39
40-44
45-49
50-54
55-59
60-64
65-69

BASIC

$

0.05
0.06
0.07
0.08
0.12
0.22
0.39
0.49
0.57

During the reporting period, the LRLIF recognized $8,701 in contributions from the employer.
OPEB Liabilities, OPEB Expense and Deferred Outf lows of Resources and Deferred Inf lows of Resources Related to OPEB
At December 31, 2018, MPU reported a liability of $273,454 for its proportionate share of the net OPEB liability. The net
OPEB liability was measured as of December 31, 2017, and the total OEPB liability used to calculate the net OPEB liability
was determined by an actuarial valuation as of December 31, 2016 rolled forward to December 31, 2017. No material changes
in assumptions or benefits terms occurred between the actuarial valuation date and the measurement date. MPU's proportion
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of the net OPEB liability was based on the MPU's share of contributions to the OPEB plan relative to the contributions of all
participating employers. At December 31, 2017, the MPU's share of contributions to the OPEB plan relative to the contributions
of all participating employers. At December 31, 2017, the MPU's proportion was 0.09089161%, which was a decrease of
0.00119704% from its proportion measured as of December 31, 2016.
For the year ended December 31, 2018, the MPU recognized OPEB expense of $28,550.
At December 31, 2018, the MPU reported deferred outf lows of resources and deferred inf lows of resources related to OPEB from
the following sources:
DEFERRED OUTFLOWS
OF RESOURCES

Differences between expected and actual experience
Net differences between projected and actual earnings on
OPEB plan investments
Changes in assumptions
Changes in proportion and differences between employer
contributions and proportionate share of contributions

$

Total

$

DEFERRED INFLOWS
OF RESOURCES

-

$

3,853

3,149
26,424

-

-

2,520

29,573

$

6,373

Amounts reported as deferred outf lows of resources and deferred inf lows of resources related to OPEB will be recognized in
OPEB expense as follows:
YEAR ENDED
DECEMBER 31,

EXPENSE

2019
2020
2021
2022
2023
Thereafter

$

3,858
3,858
3,858
3,858
3,071
4,697

Total

$

23,200

Actuarial assumptions. The total OPEB liability in the January 1, 2017 actuarial valuation was determined using the following
actuarial assumptions, applied to all periods included in the measurement, unless otherwise specified:
Actuarial valuation date:
Measurement date of net OPEB liability (asset):
Actuarial cost method:
20 year tax-exempt municipal bond yield:
Long-term expected rate of return:
Discount rate:
Salary increases:
Inf lation
Seniority/Merit
Mortality:

January 1, 2017
December 31, 2017
Entry age normal
3.44%
5.00%
3.63%
3.20%
0.2% -5.6%
Wisconsin 2012 Mortality Table
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Long-term expected return on plan assets. The long-term expected rate of return is determined by adding expected inf lation
to expected long-term real returns and ref lecting expected volatility and correlation. Investments for the LRLIF are held with
Securian, the insurance carrier. Interest is calculated and credited to the LRLIF based on the rate of return for a segment of the
insurance carriers' general fund, specifically 10-year A-Bonds (as a proxy, and not tied to any specific investments). The overall
aggregate interest rate is calculated using a tiered approach based on the year the funds are originally invested and the rate of
return for that year. Investment interest is credited based on the aggregate rate of return and assets are not adjusted to fair market
value. Furthermore, the insurance carrier guarantees the principal amounts of the reserves, including all interest previously
credited thereto.

ASSET CLASS

U.S.
U.S.
U.S.
U.S.

Government Bonds
Credit Bonds
Long Credit Bonds
Mortgages

INDEX

Barclays
Barclays
Barclays
Barclays

TARGET ALLOCATION

Government
Credit
Long Credit
MBS

LONG-TERM EXPECTED
GEOMETRIC REAL RATE
OF RETURN %

1.13%
2.61%
3.08%
2.19%

1%
65%
3%
31%

Inf lation

2.30%

Long-term expected rate of return

5.00%

Single discount rate. A single discount rate of 3.63% was used to measure the total OPEB liability. The Plan's fiduciary net
position was projected to be insufficient to make all projected future benefit payments of current active and inactive employees.
Therefore, the discount rate for calculating the Total OPEB Liability is equal to the single equivalent rate that results in the same
actuarial present value as the long-term expected rate of return applied to benefit payments, to the extent that the plan's fiduciary
net position is projected to be sufficient to make projected benefit payments, and the municipal bond rate applied to benefit
payment to the extent that the plan's fiduciary net position is projected to be insufficient.
Sensitivity of the MPU's proportionate share of net OPEB liability (asset) to changes in the discount rate.
The following presents the MPU's proportionate share of net OPEB liability (asset) calculated using the discount rate of 3.63%, as
well as what the MPU's proportionate share of the net OPEB liability (asset) would be if it were calculated using a discount rate
that is 1-percentage-point lower (2.63%) or 1-percentage-point higher (4.63%) then the current rate:
1% DECREASE TO
DISCOUNT RATE (2.63%)

MPU's proportionate share of the net OPEB liability

$

386,494

CURRENT DISCOUNT
RATE (3.63%)

$

273,454

1% INCREASE TO
DISCOUNT RATE (4.63%)

$

186,707

OPEB plan fiduciary net position. Detailed information about the OPEB plan's fiduciary net position is available in separately
issued financial statements available at http://etf.wi.gov/publications/cafr.htm.
Payable to the OPEB Plan
At December 31, 2018, the MPU reported a payable of $0 for the outstanding amount of contribution to the Plan required for the
year ended December 31, 2018.
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G. NET POSITION

MPU reports restricted net position at December 31, 2018 as follows:
Restricted for:
Debt service
Plant replacement
Net pension asset
Total Restricted Net Position

$

2,682,431
6,122,285
1,218,463

$

10,023,179

MPU’s Commission has established a minimum cash reserves requirement of at least 120 days of cash outf lows with a goal of 150
days in order to fund the unforeseen events, uninsured losses, or other claims on MPU’s cash. MPU management must inform the
Commission if and when the operating reserves of each individual Utility fall below this threshold. This calculation is based off
the average of the prior two year’s cash operating expenses, interest expense, and new sewer user fees of each Utility.
2017

Water
Electric
Steam
Information technology
Broadband

$

4,825,919
58,575,450
1,257,487
711,791
73,366

4,608,208
56,631,519
964,481
538,101
48,096

180 DAYS

AVERAGE

2016

$

$

4,717,064
57,603,485
1,110,984
624,946
60,731

$

2,358,532
28,801,742
555,492
312,473
30,366

As of December 31, 2018 MPU has funded its reserves at 150 days and complied with Commission resolution of at least 120 days.

NOTE 3: OTHER INFORMATION »
A. RISK MANAGEMENT

The MPU is exposed to various risks of loss related to torts; theft of, damage to and destruction of assets; errors and omissions;
and natural disasters for which the government carries commercial insurance. MPU completes an annual review of its insurance
coverage to ensure adequate coverage.

B. SEGMENT INFORMATION

MPU has issued revenue bonds to finance its electric and steam utilities. The electric and steam utilities are accounted for in a
single fund but investors in those bonds rely solely on the revenue generated by the individual activities for repayment. The electric
utilities provides electric services to the City of Manitowoc.
Segment information for the electric and steam utilities are presented on the following pages.
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CONDENSED STATEMENT OF NET POSITION

Assets
Current
Restricted
Noncurrent
Net capital assets
Other assets
Total assets
Deferred outf lows of resources
Liabilities
Current
Noncurrent
Long-term
Total liabilities
Deferred inf lows of resources
Net position
Net investment in capital assets
Restricted
Debt service
Unrestricted
Total net position

$

48,279,514
2,762,592
87,326,083
19,272,918
157,641,107
1,943,799
10,306,203
9,069,265
19,375,468
3,627,850
76,978,359

$

3,705,070
55,898,159
136,581,588

CONDENSED STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

Operating revenues
Charges for services
Other
Total operating revenues
Operating expenses
Operation and maintenance
Depreciation and amortization
Taxes
Total operating expenses
Operating income
Nonoperating income (expenses)
Interest revenue
Merchandising and jobbing
Amortization of debt premium and discount
Amortization of gain on debt refunding
Interest and fiscal charges
Miscellaneous
Total nonoperating income (expenses)
Income before contributions and transfers
Customer contributions
Transfers out
Change in net position
Net position - January 1, as originally stated
Cumulative effect of change in accounting principle
Net position - January 1
Net position - December 31
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$

67,315,843
318,593
67,634,436
54,341,467
6,191,503
379,330
60,912,300
6,722,136

$

1,787,143
101,758
133,347
149,694
(420,813)
(706)
1,750,423
8,472,559
181,370
(2,909,328)
5,744,601
130,868,405
(31,418)
130,836,987
136,581,588
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CONDENSED STATEMENT OF CASH FLOWS

Cash f lows from operating activities
Cash f lows from non-capital financing activities
Cash f lows from capital and related financing activities
Cash f lows from investing activities
Change in cash and cash equivalents
Cash and cash equivalents - January 1
Cash and cash equivalents - December 31

$

$

12,379,470
(3,263,982)
(6,379,817)
1,011,530
3,747,201
37,723,152
41,470,353

C. MAJOR POWER SUPPLY CONTRACT ACTIVITIES

MPU is a summer peaking utility. Starting October 1, 2011, MPU entered into a ten year contract with Great Lakes Utilities (GLU)
where MPU received up to 77MW’s of capacity and associated energy. As part of this contract, MPU also sold the capacity and
associated energy from its steam generation units to GLU.

D. RELATED PARTY TRANSACTIONS

GLU has contracted with MPU, one of its members, to provide management, secretarial, accounting and technical support
services. GLU is charged for these services based upon actual time spent by MPU personnel on GLU operations. GLU is then
billed for these services based upon contracted hourly rates.

E. CONTINGENCIES

From time to time, MPU is party to other various pending claims and legal proceedings. Although the outcome of such
matters cannot be forecast with certainty, it is the opinion of management that the likelihood is remote that any such claims or
proceedings will have a material adverse effect on MPU’s financial position or results of operations.

F. UPCOMING ACCOUNTING PRONOUNCEMENTS

In June 2017, the GASB issued Statement No. 87, Leases. The Statement establishes a single model for lease accounting based
on the principle that leases are financings of the right to use an underlying asset. This statement is effective for reporting periods
beginning after December 15, 2019. MPU is currently evaluating the impact this standard will have on the financial statements
when adopted.

TR ANSITIONS | 35

INDEPENDENT AUDITORS' REPORT
To the Board of Commissioners
Manitowoc Public Utilities

City of Manitowoc, Wisconsin

REPORT ON THE FINANCIAL STATEMENTS

We have audited the accompanying financial statements of the Manitowoc Public Utilities, City of Manitowoc, Wisconsin ("MPU") as of and for
the year ended December 31, 2018, and the related notes to the 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. 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' judgement, 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 auditors consider internal control relevant to the MPU'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 MPU'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 opinions.

OPINION

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

EMPHASIS OF MATTER

As described in Note 1, the financial statements present only the Manitowoc Public Utilities of the City of Manitowoc, Wisconsin, and do not

purport to, and do not present fairly the financial position of the City of Manitowoc, Wisconsin, as of December 31, 2018 and the changes in its
financial position or its cash flows for the year then ended in accordance with accounting principles generally accepted in the United States of
America. Our opinion is not modified with respect to this matter.

CHANGE IN ACCOUNTING PRINCIPLE

As discussed in Note 2.F to the financial statements, MPU adopted new accounting guidance, GASB Statement No. 75, Accounting and
Financial Reporting for Postemployment Benefits Other than Pensions. Our opinion is not modified with respect to this matter.
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INDEPENDENT AUDITORS' REPORT

OTHER MATTERS

Required Supplementary Information
Accounting principles generally accepted in the United States of America require that the management's discussion and analysis and the

schedules relating to pensions and other postemployment benefits be presented to supplement the basic financial statements. Such information,
although not part of the basic financial statements, is required by the Governmental Accounting Standards Board, who considers it to be an

essential part of financial reporting for placing the basic financial statements in an appropriate operational, economic, or historical context. We
have applied certain limited procedures to the required supplementary information in accordance with auditing standards generally accepted
in the United States of America, which consisted of inquiries of management about the methods of preparing the information and comparing

the information for consistency with management's responses to our inquires, 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.
Prior Year Summarized Financial Information
The 2017 financial statements were audited by Schenck SC, whose practice became part of CliftonLarsonAllen LLP as of January 1, 2019, and
whose report dated March 22, 2018, expressed an unmodified opinion on those statements from which the prior year summarized financial
information was derived.

OTHER REPORTING REQUIRED BY GOVERNMENT AUDITING STANDARDS

In accordance with Government Auditing Standards, we have also issued our report dated April 1, 2019, on our consideration of MPU'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 solely to describe the scope of our testing of internal control over financial reporting and

compliance and the results of that testing, and not to provide an option on the effectiveness of MPU's internal control over financial reporting or
on compliance. The report is an integral part of an audit performed in accordance with Government Auditing Standards in considering MPU's
internal control over financial reporting and compliance.

Clifton Larson Allen LLP
Green Bay, Wisconsin
April 1, 2019
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MANITOWOC PUBLIC UTILITIES
CITY OF MANITOWOC, WISCONSIN

REQUIRED SUPPLEMENTARY INFORMATION »
SCHEDULE OF CHANGES IN OPEB LIABILITY AND RELATED RATIOS »
Other Post Employment Benefit Plan
Last 10 Fiscal Years
2018

Total OPEB liability
Service cost
Interest
Changes of benefit terms
Differences between expected and actual experience
Changes and assumptions
Benefit payments
Net change in total OPEB liability
Total OPEB liability - beginning

$

11,544
4,633
3,230
(8,000)
11,407
114,997

Total OPEB liability - ending

$

126,404

Covered-employee payroll

$

6,333,360
2.00%

MPU's total OPEB liability as a percentage of covered payroll
* The amounts presented for each fiscal year were determined
as of the current fiscal year end. Amounts for prior years were
not available.

SCHEDULE OF PROPORTIONATE SHARE OF THE NET PENSION LIABILITY (ASSET) »
Wisconsin Retirement System
Last 10 Fiscal Years

FISCAL
YEAR ENDING

PROPORTION OF
THE NET PENSION
LIABILITY (ASSET)

12/31/14
12/31/15
12/31/16
12/31/17

0.04375710%
0.04243429%
0.04200699%
0.04103787%

PROPORTIONATE SHARE
OF THE NET PENSION
LIABILITY (ASSET)

$

See notes to required supplementary information
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(1,074,795)
689,549
346,756
(1,218,463)

COVERED PAYROLL
(PLAN YEAR)

$

6,131,326
5,973,877
6,069,810
6,354,189

PROPORTIONATE SHARE
OF THE NET PENSION
LIABILITY (ASSET)
AS A PERCENTAGE OF
COVERED PAYROLL

17.53%
11.54%
5.71%
19.18%

PLAN FIDUCIARY
NET POSITION AS
A PERCENTAGE OF
THE TOTAL PENSION
LIABILITY (ASSET)

102.74%
98.20%
99.12%
102.93%

MANITOWOC PUBLIC UTILITIES
CITY OF MANITOWOC, WISCONSIN

REQUIRED SUPPLEMENTARY INFORMATION (CONTINUED) »
SCHEDULE OF CONTRIBUTIONS »
Wisconsin Retirement System
Last 10 Fiscal Years

FISCAL YEAR
ENDING

12/31/15
12/31/16
12/31/17
12/31/18

CONTRACTUALLY
REQUIRED
CONTRIBUTIONS

$

CONTRIBUTIONS IN
RELATION TO THE
CONTRACTUALLY REQUIRED
CONTRIBUTIONS

418,061
406,224
409,764
445,873

$

418,061
406,224
409,764
445,873

CONTRIBUTION
DEFICIENCY (EXCESS)

$

COVERED PAYROLL
(FISCAL YEAR)

-

$

5,973,877
6,069,810
6,354,189
6,654,834

CONTRIBUTIONS AS
A PERCENTAGE OF
COVERED PAYROLL

7.00%
6.69%
6.45%
6.70%

SCHEDULE OF PROPORTIONATE SHARE OF THE NET OPEB LIABILITY (ASSET) »
Local Retiree Life Insurance Fund
Last 10 Fiscal Years

PLAN FISCAL
YEAR ENDING

PROPORTION OF THE
NET OPEB LIABILITY

12/31/17

0.09089161%

PROPORTIONATE
SHARE OF THE NET
OPEB LIABILITY

$

273,454

COVERED-EMPLOYEE
PAYROLL

$

3,822,252

PROPORTIONATE
SHARE OF THE NET
OPEB LIABILITY AS
A PERCENTAGE OF
COVERED PAYROLL

PLAN FIDUCIARY
NET POSITION AS A
PERCENTAGE OF THE
TOTAL OPEB LIABILITY

7.15%

44.81%

SCHEDULE OF CONTRIBUTIONS »
Local Retiree Life Insurance Fund
Last 10 Fiscal Years

CONTRACTUALLY
REQUIRED
CONTRIBUTIONS

FISCAL YEAR
ENDING

12/31/18

$

8,701

CONTRIBUTIONS IN
RELATION TO THE
CONTRACTUALLY
REQUIRED
CONTRIBUTIONS

CONTRIBUTION
DEFICIENCY (EXCESS)

COVERED-EMPLOYEE
PAYROLL

$

$

$

8,701

-

6,654,834

CONTRIBUTIONS AS
A PERCENTAGE OF
COVERED-EMPLOYEE
PAYROLL

0.13%

See notes to required supplementary information
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MANITOWOC PUBLIC UTILITIES
CITY OF MANITOWOC, WISCONSIN

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION »
December 31, 2018

A. OTHER POST EMPLOYMENT BENEFIT (OPEB) PLANS

Manitowoc Public Utilities (MPU) implemented GASB Statement 75, Accounting and Financial Reporting for Postemployment Benefits Other
Than Pensions, for the fiscal year ended December 31, 2018. MPU maintains the following two OPEB plans:
Single-employer Defined Postemployment Benefit Plan

Demographic assumptions have been updated based upon the most recent WRS experience study. The expected claims and medical

trend rates were changed to reflect anticipated experience under the most recent Getzen model application. The overall impact of the
new assumptions is a decrease in the benefit obligations.

No assets have been accumulated in irrevocable trust, so the Plan's discount rate applied to all periods is based on a 20-year, tax-exempt
general obligation municipal bond index.

Local Retiree Life Insurance Fund (LRLIF)

There were no changes of benefit terms or assumptions for any participating employer in LRLIF.
MPU is required to present the last ten fiscal years of data; however accounting standards allow the presentation of as many years as were
available until ten fiscal years are presented.

B. WISCONSIN RETIREMENT SYSTEM

There were no changes of benefit terms for any participating employer in the WRS.
MPU is required to present the last ten fiscal years of data; however accounting standards allow the presentation of as many years as are
available until ten fiscal years are presented.
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