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INDEPENDENT AUDITOR’S REPORT
July 26, 2021

Board of Commissioners
Municipal Services Commission
New Castle, Delaware

Report on the Financial Statements

We have audited the accompanying financial statements of the Municipal Services Commission (“the
Commission”), a component unit of the City of New Castle, Delaware, as of and for the years ended
March 31, 2021 and 2020, and the related notes to the financial statements, which collectively
comprise the Commission’s basic financial statements as listed in the table of contents.

Management's Responsibility for the Financial Statements

The Commission’s 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.

Auditor’s Responsibility

Our responsibility is solely 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. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
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error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

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

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Municipal Services Commission as of March 31, 2021 and 2020, and the
changes in its financial position and its cash flows for the years then ended in accordance with
accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Management has omitted the management’s discussion and analysis that accounting principles
generadlly accepted in the United States of America require to be presented to supplement the basic
financial statements. Such missing information, although not a part of the basic financial statements,
is required by the Governmental Accounting Standards Board, who considers it to be an essential part
of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. Our opinion on the basic financial statements is not affected by this
missing information.

Accounting principles generally accepted in the United States of America require that the schedule of
the net pension liability, related ratios, and investment returns; schedule of employer contributions;
and notes to schedule of employer contributions on pages 27 and 28 be presented to supplement
the basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board, who considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the
required supplementary information in accordance with auditing standards generally accepted in the
United States of America, which consisted of inquiries of management about the methods of
preparing the information and comparing the information for consistency with management’s
responses to our inquiries, the basic financial statements, and other knowledge we obtained during
our audit of the basic financial statements. We do not express an opinion or provide any assurance
on the information because the limited procedures do not provide us with sufficient evidence to
express an opinion or provide any assurance.
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Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the Commission’s basic financial statements. The combining schedules of
revenues and expenses by department, combining schedules of operating expenses by department,
and combining schedules of general and administrative expenses by department on pages 29
through 31 are presented for purposes of additional analysis and are not a required part of the basic
financial statements.

The combining schedules of revenues and expenses by department, combining schedules of
operating expenses by department, and combining schedules of general and administrative
expenses by department are the responsibility of management and were derived from and relate
directly to the underlying accounting and other records used to prepare the basic financial
statements. Such information has been subjected to the auditing procedures applied in the audit of
the basic financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare
the basic financial statements or to the basic financial staiements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the combining schedules of revenues and expenses by department,
combining schedules of operating expenses by depariment, and combining schedules of general
and administrative expenses by department are fairly stated, in all material respects, in relation to the
basic financial statements as a whole.
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MUNICIPAL SERVICES COMMISSION

(A Component Unit of the City of New Castle)

STATEMENTS OF NET POSITION
MARCH 31, 2021 AND 2020

ASSETS AND DEFERRED OUTFLOWS OF RESOURCES
ASSETS
Current Assets:
Cash and cash equivalents
Investments
Accounts receivable, net
Grants receivable
Dividends receivable
Other receivables
Inventory
Prepaid expenses

Total Current Assets

Restricted Assets:
Cash and cash equivalents - restricted

Noncurrent Assets:

Land

Construction-in-progress

Property, plant, and equipment

Less: Accumulated depreciation
Total Noncurrent Assets

DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows - pension
Deferred outflows - DEMEC

Total Deferred Outflows

TOTAL ASSETS AND DEFERRED OUTFLOWS OF RESOURCES

LIABILITIES, DEFERRED INFLOWS OF RESOURCES, AND NET POSITION
LIABILITIES
Current Liabilities:
Accounts payable
Payroll withholdings payable
Accrued wages
Developer deposits
Other liabilities
Total Current Liabilities

Noncurrent Liabilities:
Escrow deposits
Customer deposits
Accrued compensated absences
Net pension liability
Total Noncurrent Liabilities

DEFERRED INFLOWS OF RESOURCES
Deferred inflows - pension

NET POSITION

Investment in capital assets
Unrestricted

TOTAL NET POSITION

TOTAL LIABILITIES, DEFERRED INFLOWS OF RESOURCES,
AND NET POSITION

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

$

5,053,741

698,934

{
[

12,028,967

3,289,181

$ 21,070,823

$

650,465

1,616,825

659,474

18,144,059

$ 21,070,823

2021

2,440,199
1,257,690
524,760
4,916
263

4,831
692,180
128,902

14,379,029

164,836
3,124,345

554,397
37,198
58,460

410

4,494
694,440
443,134
474,757

12,028,967
6,115,092

2020

$ 2,420,596
1,176,475
679,148
33,586

168

23,754
707,160
116,958
5,157,845

748,777

13,625,106
11,588,654

536,237
2,818,853
3,355,090

$ 20,850,366

$ 583,495
32,307

51,5635

12,426

858

680,621

2,643,807
128,335

11,588,654
5,808,949
17,397,603

$ 20,850,366



‘SjuaWdle]s [eloueUly 9say) Jo Jed |eibajul ue aJe sajou BulAuedwoooe ay |

650'vvl'8l $ 260GLL'9 $ 196'820°¢) $ 670'98€'6 $ 809'¢8v'c $ 0Le'09l $ (069'282) $ 000°€¥6

9GSy oL €8¢°/8¢C €.1'65Y vrZ'6Ly 626°6€ - - -

- 0988l (098°81) - - (098'81) (098'81) -

€09°26€°L1 676'808°S ¥G9°88G°L 6089968 6.9°2vv'e 0L1'6L) (0e8°€92) 000°€Y6

£09°609 £01°201 005°20S 005°20S - - - -

- 0988l (098'81) - - (098°81) (098'81) -

966°282°91 $ 286°289'S § ¥10°'G0L°LL $ S0E‘vor'e $ 6.9°zvv'c $ 0€0°861 $ (06'vvL)  $ 000°€Y6

uonIsod 19N uonisod 1©N syessy [eyden  sjossy |ende) suonnguUuo) el uonezpowy el
[ejol pajouysaun Ul JUSW)SaAU| Ul JusWw)sanu| Jadojaneq [ended 1oN paje|nwinooy [enden

lejol 1N ajeAld Juel9 [epded

sjossy [eydeD Ul JuswisaAu|

020Z ANV 1202 ‘L€ HOYVIN A3aN3 SHVIA 3HL ¥O04

NOILISOd 13N NI SIONVHO 40 SINIWILVLS
(ansed maN o An9 ay3 jo yun Jusuodwoy y)
NOISSININOD SIJIAYIS TVdIDINNIN

1202 ‘L€ YoJep - soueleq
uonIsod 1aN ul abuey)
juelb jeydes jo uoneziuowy
0202 ‘L€ Ydue - @duejeq
uonIsod 19N ul abuey)n
juelb |eydes jo uonezipowy

6102 ‘L€ youep - 9ouejeg



MUNICIPAL SERVICES COMMISSION
(A Component Unit of the City of New Castle)

STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION
FOR THE YEARS ENDED MARCH 31, 2021 AND 2020

OPERATING REVENUES:

User charges

City service charges

Free service

Miscellaneous

TOTAL OPERATING REVENUES
Less: Free service

NET OPERATING REVENUES

PURCHASE OF POWER AND WATER
OPERATING EXPENSES

GENERAL AND ADMINISTRATIVE EXPENSES
OPERATING INCOME

NONOPERATING REVENUES (EXPENSES):
Net investment income

Loss on sale of assets

Grant income

Grant expense
Other expenses

Appropriations to the Mayor and Council of New Castle:

Ordinary

City services

Special
Realized gain (loss) on investments
Unrealized gain on investments
TOTAL NONOPERATING EXPENSES

CAPITAL CONTRIBUTIONS
Private developer contributions

CHANGE IN NET POSITION
NET POSITION, BEGINNING OF YEAR

NET POSITION, END OF YEAR

2021

$

10,867,431
69,176
46,028
77,813

2020

11,060,448
(7,408)

$

11,028,105
65,368
53,327
68,730

11,053,040
5,975,443
2,640,286

1,087,964

11,215,530
(8,777)

1,349,347

11,206,753
6,049,183
2,742,491

1,154,814

45,717

31,397
(23,333)
(4,670)

(661,687)

(26,131)

(34,171)
24,459
5,599

1,260,265

(642,820)

55,118
(6,294)
33,586

(34,201)
(5,252)

(673,353)
(25,917)
(6,002)
(15,178)
26,835

39,929

(650,658)

746,456

17,397,603

$

18,144,059

609,607

16,787,996

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

$

17,397,603




MUNICIPAL SERVICES COMMISSION

(A Component Unit of the City of New Castle)

STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED MARCH 31, 2021 AND 2020

CASH FLOWS FROM OPERATING ACTIVITIES:
Receipts from customers

Payments to suppliers for goods and services
Payments to employees for services

NET CASH PROVIDED BY OPERATING ACTIVITIES

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
Appropriations to the Mayor and Council of New Castle

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:

Purchases of property, plant and equipment

Proceeds from sale of equipment

Capital grants

NET CASH USED BY CAPITAL AND RELATED FINANCING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES:

Net purchase of investments

Investment income

NET CASH (USED) PROVIDED BY INVESTING ACTIVITIES

NET DECREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS, END OF YEAR

RECONCILIATION OF OPERATING INCOME TO NET CASH PROVIDED
BY OPERATING ACTIVITIES:
Operating income
Adjustments:
Depreciation
Bad debt
Free service
(Increase) Decrease in:
Accounts receivable
Other receivables
Inventory
Prepaid expenses
Deferred outflows - pension
Deferred outflows - DEMEC
Increase (Decrease) in:
Accounts payable
Payroll withholdings payable
Accrued wages
Developer deposits
Other liabilities
Escrow deposits
Customer deposits
Accrued compensated absences
Net pension liability
Deferred inflows - pension
NET CASH PROVIDED BY OPERATING ACTIVITIES

CASH AND CASH EQUIVALENTS:

Cash and cash equivalents

Restricted cash

TOTAL CASH AND CASH EQUIVALENTS

NONCASH NONCAPITAL FINANCING ACTIVITIES:
Appropriation to the Mayor and Council of New Castle

NONCASH CAPITAL AND RELATED FINANCING ACTIVITIES:
Contributions of infrastructure

NONCASH INVESTING ACTIVITIES:
Unrealized gain on investments

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

2021

$ 11,125,462
(6,961,593)
(2,374,299)

1,789,570

(695,858)

(1,154,307)

36,734
(1,117,573)

(52,500)
46,121
(6,379)

(30,240)
3,169,373

$ 3.139.133

$ 1,349,347

753,923
8,663
(38,620)

154,388
18,923
14,980

(11,944)

371,401

(305,492)

(29,098)
4,891

6,925
(12,426)
(448)

2
(49,845)
46,441
(1,023,580)
531,139

$  1.789.570

$ 2,440,199
698,934
$ 3.139.133

$ 26,131
$ 39,929

$ 5,599

2020

$ 11,081,026
(6,986,096)
(2,242,117)

1,852,813

(679,355)

(1,238,360)
3,300

(34,201)

(1,269,261)

(39,743)
55,171
15,428

(80,375)
3,249,748

$ 3169373

$ 1,260,265

745,126
15,367
(44,550)

(93,342)
(6,406)
(33,934)
17,824
(335,359)
(298,818)

21,500
18,733
30,895
2,922
(208)

43
15,606
29,216
516,515
(8,582)
$ 1852813

$ 2,420,596
748,777
$ 3.169.373

$ 25917
S

$ 26,835



NOTE 1

NOTE 2

MUNICIPAL SERVICES COMMISSION
(A Component Unit of the City of New Castle)
NOTES TO FINANCIAL STATEMENTS

NATURE OF ACTIVITIES

Organized under a charter adopted on March 1, 1921 and amended throughout the years, the
Municipal Services Commission of the City of New Castle, Delaware operates under a Board of
Commissioners and provides water and electric as authorized by its charter. Although the
Commission is legally separate from the City of New Castle, it is a component unit of the City.

The Municipal Services Commission (“the Commission”) is governed by a three-member board,

appointed one each by the City Council of the City of New Castle, the Mayor of the City of New
Castle, and the Trustees of New Castle Common.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting

The financial statements of the Commission are accounted for on the accrual basis of
accounting. With this measurement focus, all assets and deferred outflows of resources, and all
liabilities and deferred inflows of resources are included in the statement of net position.

The components of net position are as follows:

¢ Investment in capital assets — This component of net position consists of capital assets,
net of accumulated depreciation.

o Restricted - This category presents external restrictions imposed by creditors, grantors,
contributors, or laws or regulations of other governments and restrictions imposed by law
through constitutional provisions or enabling legislation.

¢ Unrestricted - This component of net position consists of net position that does not meet
the definition of "restricted" or "investment in capital assets."

When both restricted and unrestricted resources are available for use, it is the Commission’s
policy to use restricted resources first and then unrestricted recourses as they are needed.

Cash and Cash Equivalents

For purposes of the statements of cash flows, the Commission considers all highly liquid debt
instruments purchased with a maturity of three months or less to be cash equivalents.

Restricted Cash
The Commission has restricted cash at March 31, 2021 and 2020 of $698,934 and $748,777,

respectively. The use of these funds is restricted for the refund of security deposits collected
from customers.



NOTE 2

MUNICIPAL SERVICES COMMISSION
(A Component Unit of the City of New Castle)
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Investments

The Commission’s investments consist of mutual funds. Investments are recorded at fair value. In
establishing the fair value of investments, the Commission uses the following hierarchy. The
lowest available level of valuation is used for all investments.

Level 1 — Valuations based on quoted market prices in active markets for identical assets or
liabilities that the entity has the ability to access.

Level 2 - Valuations based on quoted prices of similar products in active markets or identical
products in markets that are not active or for which all significant inputs are observable, directly
or indirectly.

Level 3 — Valuations based on inputs that are unobservable and significant to the overall fair
value measurement.

Accounts Receivable

The Commission carries its accounts receivable at gross realizable value less an allowance for
doubtful accounts. On a periodic basis, the Commission evaluates its electric accounts
receivable and establishes an allowance for doubtful accounts, when deemed necessary,
based on its analysis of the aged receivables. The Commission does not provide an allowance
for doubtful accounts on its water accounts receivable because of its ability to file a lien on the
property. The Commission may eventually write off a doubtful account as uncollectible when
collection efforts fail over a period of time.

Inventory

Inventory consists of materials, parts, and supplies used by the Commission to provide water and
electric to its customers. Inventory is carried at average cost.

Property, Plant, and Equipment

Property, plant, and equipment is valued at historical cost or estimated historical cost if actual
historical cost is not available.

The Commission follows the practice of capitalizing costs for property, plant, and equipment in
excess of $5,000; the fair value of donated property and equipment is similarly capitalized.

Depreciation of all exhaustible property, plant, and equipment is charged as an expense
against operations. Depreciation has been provided for using the straight-line method over the
estimated useful lives of the assets, which range from three to one hundred years.



NOTE 2

MUNICIPAL SERVICES COMMISSION
(A Component Unit of the City of New Castle)
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Impairment of Long-lived Assets

The Commission evaluates impairment of its long-lived assets as required by authoritative
guidance. The carrying value of long-lived assets held-and-used is evaluated when events or
changes in circumstances indicate the carrying value may not be recoverable. The carrying
value of a long-lived asset is considered impaired when the total projected undiscounted cash
flows from such asset is separately identifiable and is less than the carrying value. In that event,
aloss is recognized based on the amount by which the carrying value exceeds the fair value of
the long-lived asset. Fair value is determined primarily using the projected cash flows from the
asset discounted at a rate commensurate with the risk involved. No impairment loss was
recognized during the years ended March 31, 2021 and 2020.

Deferred Outflows of Resources

Deferred outflows of resources represent a consumption of net position that applies to a future
period(s) and so will not be recognized as an outflow of resources (expenses/expenditures) until
then. The Commission has two items that qualify for reporting in this category. Certain changes
to the net pension liability are required to be amortized over a period of years; the unamortized
portions of these changes are reflected as deferred outflows of resources in the statement of net
position.

The Commission also has deferred outflows related to regulatory accounting for projects and
assets financed for them. Annual payments for the purchase of power agreement with DEMEC
in excess of the contracted terms have been recorded as a deferred outflow. The contract
stipulates that the underlying assets or projects financed through DEMEC will be fransferred to
the Commission on December 4, 2022 for a fee of $1. The capitalization cost of this property
will be the total deferred outflows relating fo the purchase of power agreement.

Deferred Inflows of Resources

Deferred inflows of resources represent an acquisition of net position that applies to a future
period(s) and so will not be recognized as an inflow of resources (revenue) until that time.
Certain changes to the net pension liability are required to be amortized over a period of years;
the unamortized portions of these changes are reflected as deferred inflows of resources in the
statement of net position.

Compensated Absences

A ceiling of 280 hours has been established regarding the maximum number of hours of
vacation that may be accumulated by each employee. Sick leave may be accumulated up
to 2,080 hours by each employee. The Commission follows a policy which indicates all
accumulated hours of sick leave are forfeited upon the resignation or termination of each

-10-



NOTE 2

MUNICIPAL SERVICES COMMISSION
(A Component Unit of the City of New Castle)
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

employee. Any employee entering retirement, however, will be paid for all accumulated hours
of sick leave up to a maximum of 720 hours. Accumulated hours of vacation are paid
regardless of whether the employee resigns, is terminated, or retires. The Commission accrues a
liability for compensated absences which meet the following criteria:

o The Commission’s obligation relating to employees’ rights to receive compensation for
future absences is attributable to employees’ services already rendered.

e The obligation relates to rights that vest or accumulate.
¢ Payment of the compensation amount is probable.

¢ The amount can be reasonably estimated.

Contributed Capital

The Commission received a $943,000 grant in 1978 from the Economic Development
Administration for the improvement of the Commission’s water distribution system. The contributed
capital portion of the constructed water tower is being amortized using the straight-line method
over 50 years. The unamortized portion of the water tower for the years ended March 31, 2021
and 2020 is $160,310 and $179,170, respectively.

Private Developer Contributions

From time to time, the Commission receives contributions of infrastructure from third parties. The
Commission takes possession of the infrastructure received. These contributions are recorded at
fair value at the date of contribution. If the fair value of the contributed asset is not known, then
the Commission will estimate the fair value. For the years ended March 31, 2021 and 2020, the
Commission received contributed infrastructure of $39,929 and $0, respectively. The
Commission depreciates these assets over their estimated useful life.

Revenue Recognition

The Commission recognizes revenue from its customers when billed. Charges for electric and
water services are billed monthly. All charges are based on actual usage of electric and water
determined from meter readings.

Use of Estimates in the Preparation of Financial Statements

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

-1 -



NOTE 2

NOTE 3

MUNICIPAL SERVICES COMMISSION
(A Component Unit of the City of New Castle)
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

affect certain reported amounts and disclosures. Accordingly, actual results could differ from
those estimates.

DEPOSITS AND INVESTMENTS

Deposits

Custodial Credit Risk

Custodial credit risk is the risk that in the event of a bank failure, the Commission's deposits may
not be returned. The Commission does not have a policy for custodial credit risk on deposits. At
March 31, 2021 and 2020, the carrying amount of the Commission's deposits was $3,139,133
and $3,169,373, respectively, and the bank balance was $3,123,346 and $3,175,613,
respectively. Of the bank balance, $250,000 and $250,000 was covered by federal depository
insurance at March 31, 2021 and 2020, respectively. The remaining balances of $2,873,346
and $2,925,613 at March 31, 2021 and 2020, respectively, were uninsured and subject to
custodial credit risk.

Investments

As of March 31, 2021 and 2020, the Commission had the following investments:

March 31, 2021 March 31, 2020
Investment Type Fair Value Level 1 Fair Value Level 1
U.S. Agency Bond Fund $ 100,542 $ 100,542 $ 106,743 $ 106,743
Total Return Bond Fund 454,183 454,183 428,518 428,518
Total Bond Fund 389,614 389,614 363,860 363,860
Emerging Markets Fund 56,295 56,295 48,315 48,315
Global Multi Sector Bond Fund 115,454 115,454 97,836 97,836
1-3 Year Treasury Bond ETF 141,602 141,602 131,203 131,203
TOTAL $1,257,690 $1,257,690 $1,176,475 $1,176,475

During the years ended March 31, 2021 and 2020, the Commission recognized an unrealized
gain on investments of $5,599 and $26,835, respectively. In addition, the Commission
recognized gain on the sales of | Shares of $24,459 and loss on the sale of the Senior Floating
Rate Bond Fund of ($15,178) during the years ended March 31, 2021 and 2020, respectively.

-12-



NOTE 3

NOTE 4

MUNICIPAL SERVICES COMMISSION
(A Component Unit of the City of New Castle)
NOTES TO FINANCIAL STATEMENTS

DEPOSITS AND INVESTMENTS (cont'd)

Custodial Credit Risk

Custodial credit risk for an investment is the risk that in the event of the failure of the
counterparty, the Commission will not be able to recover the value of its investments or
collateral securities that are in the possession of an outside party. The Commission does not
have an investment policy for managing custodial credit risk. The Commission's investment in
mutual funds is exempt from risk categorization because the Commission does not own any
identifiable securities but is a shareholder of a percentage of the mutual funds. There are no
amounts held in uninsured and unregistered investments for which the securities are held by the
counterparty, or by its safekeeping department or agent.

Interest Rate Risk

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an
investment. The Commission does not have a formal investment policy that limits investment
maturities as a means of managing its exposure to fair value losses arising from increasing
interest rates.

Concentration of Credit Risk

The Commission has no investment policy that would limit the amount it may invest in any one
issuer.

ACCOUNTS RECEIVABLE

The Commission’s policy is to maintain an allowance for doubtful accounts equal to
approximately 2.6 percent of the outstanding electric receivables at the end of the year. The
net frade receivable consists of the following:

March 31,

2021 2020
Electric receivables $ 405,322 $ 551,173
Water receivables 124,713 135,182
Customer deposit receivable 5,255 7,124

535,290 693,479
Less: Allowance for doubtful accounts 10,530 14,331
Total Accounts Receivable $ 524,760 S 679,148

-13-



NOTE 5

NOTE 6

MUNICIPAL SERVICES COMMISSION
(A Component Unit of the City of New Castle)
NOTES TO FINANCIAL STATEMENTS

INVENTORY

The Commission’s inventory consists of the following two major categories:

March 31,
2021 2020
Electric inventory $ 603,624 $ 610,955
Water inventory 88,556 96,205
Total Inventory $ 692,180 $ 707,160

PROPERTY, PLANT, AND EQUIPMENT

A summary of property, plant, and equipment and accumulated depreciation for the years
ended March 31, 2021 and 2020 is as follows:

April 1, 2020 Additions Deletions  March 31, 2021

Nondepreciable Assets:

Land $ 45,386 $ -9 - $ 45,386
Construction-in-progress 381,566 1,180,092 645,150 916,508
Total Nondepreciable Assets 426,952 1,180,092 645,150 961,894

Depreciable Assets:

Building structures 641,884 13,442 - 655,326
Water department 12,499,561 51,626 - 12,551,187
Electric department 9,265,986 441,930 - 9,707,916
Common assets 2,379,377 152,296 - 2,531,673
Total Depreciable Assets 24,786,808 659,294 - 25,446,102

Less Accumulated Depreciation:

Building structures 330,719 24,420 - 355,139
Water department 4,851,528 352,448 - 5,203,976
Electric department 6,855,037 206,239 - 7,061,276
Common assets 1,687,822 170,816 - 1,758,638
Total Accumulated Depreciation 13,625,106 753,923 - 14,379,029

Total Property, Plant, and
Equipment, Net $ 11,588,654 $1,085463 $ 645150 $ 12,028,967
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NOTE 6

NOTE 7

MUNICIPAL SERVICES COMMISSION
(A Component Unit of the City of New Castle)
NOTES TO FINANCIAL STATEMENTS

PROPERTY, PLANT, AND EQUIPMENT (cont'd)

April 1, 2019 Additions Deletions  March 31, 2020

Nondepreciable Assets:

Land $ 45,386 $ -8 - $ 45,386
Construction-in-progress 181,523 1,234,846 1,034,803 381,566
Total Nondepreciable Assets 226,909 1,234,846 1,034,803 426,952
Depreciable Assets:

Building structures 635,906 5,978 - 641,884
Water department 11,783,926 747,035 31,400 12,499,561
Electric department 9,195,456 70,530 - 9,265,986
Common assets 2,205,261 214,774 40,658 2,379,377
Total Depreciable Assets 23,820,549 1,038,317 72,058 24,786,808

Less Accumulated Depreciation:

Building structures 307,195 23,524 - 330,719
Water department 4,520,314 353,020 21,806 4,851,528
Electric department 6,648,866 206,171 - 6,855,037
Common assets 1,466,069 162,411 40,658 1,587,822
Total Accumulated Depreciation 12,942,444 745,126 62,464 13,625,106

Total Property, Plant, and
Equipment, Net $ 11,105,014 $1,528,037 $1,044,397 $ 11,588,654

Depreciation expense for the years ended March 31, 2021 and 2020 was $753,923 and
§745,126, respectively.

DEFINED BENEFIT PENSION PLAN

Plan Description and Provisions

The Commission has a defined benefit pension plan (“the Plan”) which covers all of its
employees hired before April 1, 2016. The Plan is administered by independent administrators,
and the Commission’s account is funded entirely through a contribution by the Commission. For
the years ended March 31, 2021 and 2020, the dollar amount of current payroll used in the
determination of the minimal contribution utilized the calendar year payroll of $1,402,180 and
$1,424,474, respectively. Total payroll for the years ended March 31, 2021 and 2020 is
$1,790,080 and $1,801,098, respectively.
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NOTE 7

MUNICIPAL SERVICES COMMISSION
(A Component Unit of the City of New Castle)
NOTES TO FINANCIAL STATEMENTS

DEFINED BENEFIT PENSION PLAN (cont'd)

All full-fime Commission employees hired before April 1, 2016 are eligible to participate in the
Plan upon employment. Benefits do not vest until the completion of five years of service, at
which time the employee is 100 percent vested. The Commission amended the Normal
Retirement Benefit effective July 1, 2000. Non-union participants hired prior to July 1, 2000 are
entitled to the benefit computation resulting in the greater benefit calculated under Option A or
B. Non-union participants hired after July 1, 2000 are entitled to the benefit computed under
Option B. For union employees, benefits are calculated under Option A only. The full-time
Commission employees who retire at or after age 65 with five years of credited service are
entitled to benefits calculated under the applicable formula as follows:

A. 2.0 percent of final average compensation (average of 60 months) multiplied by
continuous years of service with a maximum monthly benefit of $3,200. As of April 1,
2016, in no event will the monthly benefit under this paragraph (a) exceed $3,600. The
maximum monthly benefit was increased to $4,000 effective April 1, 2019.

B. 1.67 percent of final average compensation multiplied by years of service taken to the
nearest twelfth of a year but not more than 75 percent of final average compensation
minus Social Security benefits payable at age 62, the result multiplied by years of
service (maximum 30) divided by 30.

The Plan has an early retirement provision for Option A, age 55 and 10 years of service and for
Option B, age 55 and 15 years of service with a reduction in the retirement benefit. As of April 1,
2013, a participant aged 55 with 30 years of service will have an early retirement provision with
no reduction in the retirement benefit.

Upon the death of an active member who is eligible for retirement, or of an active or terminated
vested member, the surviving spouse is entitled to 50 percent of the benefit the member was
receiving or would have been receiving had he retired at the date of death. The benefits are
computed as life annuities.

As of April 1, 2016, any newly hired employee will not be eligible to participate in the pension
plan. All employees currently participating in the Plan will continue to be eligible to accrue
additional pension benefits and vesting service. Any current eligible participant, who terminates
employment with the employer after April 1, 2016 and is subsequently rehired, will not be
eligible to reenter the Plan.

Pension Assets, Liabilities, Expense, Deferred Oulflows of Resources, and Deferred Inflows of
Resources Related to Pensions

As of March 31, 2021 and 2020, the Plan reported a net pension liability of $474,757 and

$1,498,337, respectively. The net pension liability was measured as of March 31, 2021 and
2020, and the total pension liability used to calculate the net pension liability was determined
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NOTE 7

MUNICIPAL SERVICES COMMISSION
(A Component Unit of the City of New Castle)
NOTES TO FINANCIAL STATEMENTS

DEFINED BENEFIT PENSION PLAN (cont'd)

by an actuarial valuation as of March 31, 2021 and 2020. For the years ended March 31, 2021
and 2020, the Plan recognized pension expense in the amount of $140,038 and $360,787,
respectively.

Net Pension Liability

The components of the net pension liability of the Commission at March 31, 2021 and 2020
were as follows:

2021 2020
Total pension liability $4,299,230 54,316,382
Plan fiduciary net position 3,824,473 2,818,045
Commission’s net pension liability $ 474,757 $1,498,337
Plan fiduciary net position as a percentage
of the total pension liability 88.96% 65.29%

The Commission’s changes in total pension liability, plan fiduciary net position, and net pension
liability for the years ended March 31, 2021 and 2020 were as follows:

Total Plan Net
Pension Fiduciary Pension
Liability Net Position Liability
Balance at March 31, 2020 $4,316,382 $2,818,045 $1,498,337
Changes for the year:
Service cost 142,685 - 142,685
Interest 292,452 - 292,452
Experience gain (170,924) - (170,924)
Changes in assumptions (13,451) - (13,451)
Benefit payments (267,914) (267,914) -
Employer contributions - 261,078 (261,078)
Net investment income - 1,013,264 (1,013,264)
Net Changes (17,152) 1,006,428 (1,023,580)
Balance at March 31, 2021 $4,299,230 $3,824,473 $ 474,757
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NOTE 7

MUNICIPAL SERVICES COMMISSION
(A Component Unit of the City of New Castle)
NOTES TO FINANCIAL STATEMENTS

DEFINED BENEFIT PENSION PLAN (cont'd)

Total Plan Net
Pension Fiduciary Pension
Liability Net Position Liability
Balance at March 31, 2019 $4,055,675 $3,074,394 § 981,281
Changes for the year:
Service cost 171,999 - 171,999
Interest 274,195 - 274,195
Experience gain 40,015 - 40,015
Changes in assumptions 2,158 - 2,158
Changes in benefit provisions 51,203 - 51,203
Benefit payments (278,863) (278,863) -
Employer contributions - 235,233 (235,233)
Net investment gain - (212,719) 212,719
Net Changes 260,707 (256,349) 517,056
Balance at March 31, 2020 $4,316,382 $2,818,045 $1,498,337

Contribution and Investment Disclosures

Minimum annual funding requirements for the Plan are determined under the aggregate cost
funding method. This method determines annual cost by fully funding the Plan’s present value
of future benefits over the average future working lifetime of active Plan participants as a level
percentage of expected future salaries. The Commissions’ funding policy is o contribute an
amount at least equal to the Plan’s minimum funding requirement. Additional contributions may
be made at the discretion of the Commission.

Once money is contributed to the Plan, the money is invested in accordance with the policy
adopted by the Commission’s Board. Generally speaking, the investment policy provides the
fiduciaries who are responsible for plan investments with guidelines or general instruction
concerning various types or categories of investment management decisions.

The Commission has defined acceptable allocation ranges and performance benchmarks by
asset class within the investment policy. The portfolio should be invested with the care, skill, and
diligence of a prudent man within the prescribed allocation ranges in order to limit potential
underperformance and minimize the likelihood of low or negative returns. The investment
objectives are long-term and designed to maximize return without undue exposure 1o risk.

The long-term expected rate of return on plan investments is 7.00 percent. This rate is supported

using a building-block method in which expected real rates of return (i.e. expected return net of
inflation and investment expenses) are developed for each major asset class. These rates are
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MUNICIPAL SERVICES COMMISSION
(A Component Unit of the City of New Castle)
NOTES TO FINANCIAL STATEMENTS

NOTE 7 DEFINED BENEFIT PENSION PLAN (cont'd)

combined by weighting the expected real rates by the target asset allocation and adding
expected inflation. The target allocation and current estimates of the real rates of return for
each major asset class are summarized below.

Expected Real

Target Asset Class Allocation Rate of Return
Domestic equity 48% 5.00%
International equity 14% 5.25%
Fixed income 35% 2.75%
Real estate 3% 4.75%
Cash 0% 2.00%

Over the long-term, inflation is expected to add 2.0 percent to 2.5 percent in porifolio return.

All plan investments are regularly fraded and valued daily. Investments are reported based on
the fair market value as of the measurement date.

As of March 31, 2021 and 2020, five percent or more of plan assets were held in the following
individual funds:

Investment Fund March 31, 2021 March 31, 2020

Vanguard Mid-Cap Index 13.0% 11.7%
Nationwide Fixed Fund 25.0% 28.4%
American Funds AMCAP 6.0% *
Vanguard Equity 500 Index 5.1% 9.6%
American Funds EuroPacific Growth 5.8% 5.7%
American Funds American Mutual 7.3% *

MFS Growth Fund 5.9%

*Under 5%

Discount Rate and Liability Disclosures

The discount rate used to measure the total pension liability is 7.00 percent.

Minimum annual funding requirements are calculated in accordance with the aggregate
funding method. Required annual funding is an amount intended to increase plan funding to
100 percent of total expected future benefit liability over active participants’ average working

lifetime. Annual funding can be no less than the amount required to make retiree benefit
payments in the current year.
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NOTE 7

MUNICIPAL SERVICES COMMISSION
(A Component Unit of the City of New Castle)
NOTES TO FINANCIAL STATEMENTS

DEFINED BENEFIT PENSION PLAN (cont'd)

Based on the level of expected annual funding, the Plan’s fiduciary net position is projected to
be available to make all projected future benefit payments to current active and inactive plan
members. Therefore, the long-term expected rate of return on pension investments is used to
determine the total pension liability.

Normal funding method was determined to be 9.16 percent of annual covered payroll.

The most recent actuarial valuation of the Plan is as of March 31, 2021. The Commission’s
current normal cost rate (value of benefits being earned in the current fiscal year) is under the
entry age.

As of April 1, 2020, the Plan covered a total of 32 participants including 14 active plan
members, 13 retirees and beneficiaries receiving benefits from the Plan, and 5 terminated
members who are entitled to future benefits.

The total pension liability of the Plan is sensitive to changes in the liability discount rate. An
increase in the discount rate would reduce total pension liability (and vice versa) as well as the
Plan’s net pension liability. The chart below shows the Plan’s estimated net pension liability as of
March 31, 2021 and 2020, as well as the impact of a one percent increase or decrease in
discount rate.

1% Current 1%
Decrease Discount Rate Increase
Net Pension Liability (6.0%) (7.0%) (8.0%)
As of March 31, 2021 $ 1,027,169 S 474,757 S 21,822
As of March 31, 2020 $ 2,039,167 $ 1,498,337 $ 1,054,119

Deferred Amounts and Plan Change Disclosures

As of March 31, 2021, the Commission reported deferred outflows and inflows of resources
related to the Plan as summarized below. These deferred items will be recognized in future
pension expense.

Deferred Deferred

Outflows of Inflows of

Resources Resources
Liability experience $ 47,696 $ (279,358)
Assumption changes 117,140 (12,560)
Investment experience - (367,556)
Total $ 164,836 $ (659,474)
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NOTE 7

MUNICIPAL SERVICES COMMISSION
(A Component Unit of the City of New Castle)
NOTES TO FINANCIAL STATEMENTS

DEFINED BENEFIT PENSION PLAN (cont'd)

As of March 31, 2020, the Commission reported deferred outflows and inflows of resources
related to the Plan as summarized below. These deferred items will be recognized in future
pension expense and are detailed in the schedule of deferred gains and losses.

Deferred Deferred

Outflows of Inflows of

Resources Resources
Liability experience $ 50,961 $ (128,335)
Assumption changes 125,205 -
Investment experience 360,071 -
Total $ 536,237 $ (128,335)

The amounts shown above will be recognized in pension expense as follows:

Year Ended March 31,

2022 $ (78,790)
2023 (66,359)
2024 (87,482)
2025 (172,773)
2026 (9,462)
Thereafter (79,772)
Total $ (494,638)

During the period of plan history shown in this report, the following changes in valuation
assumptions and/or benefit terms have occurred:

Assumed mortality was updated from the Male UP-94 Table projected to 2001 to the Sex-distinct
IRS Static Tables as of January 1, 2011 and updated to the most recent table each year
thereafter.

Part (@) maximum monthly benefits were increased from $1,800 to $2,000 on April 1, 2008,
$2,400 on April 1, 2010, $3,200 on April 1, 2013, $3,600 on April 1, 2016, and $4,400 on April 1,
2019.

An unreduced early retirement benefit with 30 or more years of service was added to the Plan

on April 1, 2013. As a result, an assumed retirement age of 60 with 30 or more years of service
was added to the valuation of April 1, 2013.
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NOTE 7

NOTE 8

NOTE 9

NOTE 10

MUNICIPAL SERVICES COMMISSION
(A Component Unit of the City of New Castle)
NOTES TO FINANCIAL STATEMENTS

DEFINED BENEFIT PENSION PLAN (cont'd)

Benefits for non-union employees hired on or after July 1, 2000 will be greater of the part (a) or
part (b) benefit effective July 1, 2019.

Pension Plan Fiduciary Net Posifion — Detailed information about the pension plan’s fiduciary net
position is available in a separately issued report.

DEFINED CONTRIBUTION PLAN

All employees hired after April 1, 2016 will be eligible to participate in a Defined Contribution
Plan after completion of one full year of service. The Commission established a Defined
Contribution Plan in accordance with Internal Revenue Code (“IRC”) Section 401(a) on April 1,
2017. The Plan is administered by Nationwide Retirement Solutions, Inc. The Commission
contributes four percent of each eligible employee’s base wages, excluding overtime and
stand by pay. The Commission will also match employee contributions to the Commission’s
Deferred Compensation Plan (“457 Plan”) up to three percent of the employee’s base wages,
excluding overtime and stand by pay, for a maximum employer contribution of seven percent.
The employee will be fully vested in the employer contributions. Contributions to the plan for the
years ended March 31, 2021 and 2020 were $20,663 and $21,249, respectively.

APPROPRIATIONS TO THE MAYOR AND COUNCIL OF NEW CASTLE

Ordinary — During the years ended March 31, 2021 and 2020, the Commission appropriated
$661,687 and $673,353, respectively, to the Mayor and Council of New Castle.

City Services — The Commission reflects the cost of city electric and water usage as a City
Services appropriation on its financial statements. The City Services appropriation totaled
$26,131 and $25,917 for the years ended March 31, 2021 and 2020, respectively. Of this
amount, $26,131 and $25,917 represented water usage, and $0 and $0 represented electric
usage for the years ended March 31, 2021 and 2020, respectively.

Special — During the years ended March 31, 2021 and 2020, the Commission also approved
special appropriations totaling $34,171 and $6,002, respectively, to the Mayor and Council of
New Castle.

COMMITMENTS

The Commission routinely contracts with third parties related to additions or repairs to the
Commission’s infrastructure.
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NOTE 10

MUNICIPAL SERVICES COMMISSION
(A Component Unit of the City of New Castle)
NOTES TO FINANCIAL STATEMENTS

COMMITMENTS (cont'd)

Other Commitments — The Commission has entered info an agreement with the Delaware
Municipal Electric Corporation, Inc. (“DEMEC”) to act as its agent for the purchase of electric
capacity and energy. This agreement was effective January 1, 2000 through December 31,
2003 and is automatically extended for succeeding periods of one year, except that it may be
terminated at any time during any of the succeeding periods upon 60 days written notice by
either party.

Under the agreement, DEMEC is authorized to act as an agent for the Commission in all matters
relating to the acquisition and delivery of its wholesale power supply. DEMEC may enter into
power supply management agreements with other entities for the purpose of efficiently
managing energy cost risk.

The Commission has a separate power sales contract with DEMEC to purchase capacity from an
electric power plant owned by DEMEC. On May 1, 2011, the Commission entered into another
power sales contract with DEMEC to purchase additional capacity from a new electric power
plant that DEMEC will build and own. The Commission is contractually bound to pay debt
service and other costs through the contracts. The Commission’s share, in the projects,
corresponds to its share of load, which is the amount of debt service for which they are
responsible. The power sales contracts run as long as there are bonds outstanding on the
projects. If the Commission or any other participant defaults on their payment obligation, the
remaining participants must pay their respective pro rata share of the defaulted amounts, not to
exceed 125 percent of their initial pro rata share.

In January 2008, the Commissioners unanimously voted to build a second substation on the
southwesterly side of the City to meet current and future electric demands. The Commissioners
amended their full power purchase agreement with DEMEC to allow DEMEC to build the
substation and sell to the Commission fransformation services from the new substation. The
Commission is required to purchase these services until the bonds DEMEC issued to finance the
project are retired. The bonds, which were issued in December 2008, were in the amount of §7
million, had a term of ten years, and at the end of the bond term, there was a balloon payment
of $2,728,825 of principal and interest which could be refinanced or paid. On November 23,
2015, the Commission, through DEMEC, approved Resolution 2015-1, which authorized the
refunding of the 2008 Bond through the issuance of a refunding bond and entry into a new loan
agreement with PNC Bank. On December 4, 2015, DEMEC and PNC Bank executed an Electric
Revenue Refunding Bond, Series of 2015 in the amount of $4,216,387. The proceeds were
utilized to refund the 2008 Bond, pay the prepayment fee associated with the 2008 Bond, and
pay the costs of issuance. The refunding transaction allowed the Commission to achieve a
lower interest rate as well as an extension of the final maturity of the obligation from June 1,
2019 to December 4, 2022. Upon retirement of the bonds, the substation will be turned over to
the Municipal Services Commission of the City of New Castle. During the fiscal years ended
March 31, 2021 and 2020, the Commission has incurred $335,826 and $342,239, respectively,
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NOTE 11

MUNICIPAL SERVICES COMMISSION
(A Component Unit of the City of New Castle)
NOTES TO FINANCIAL STATEMENTS

COMMITMENTS (cont'd)

in operational costs related to the substation which is recorded in purchase of power and water
on the statements of revenues, expenses, and changes in net position. The monthly payment is
currently $52,887 and will remain this amount through December 2022 with a final balloon
payment of $537,154 due December 2022. Construction on the substation, named the
Dobbinsville Substation, began in the spring of 2010 and was completed and placed in service
on February 8, 2011. The Commission completed modifications on the Wilmington Road
substation in early 2014, which was also financed through the bond issuance.

Future minimum payments under the amended full power purchase agreement as it relates to
the new substation are as follows:

Year Ending March 31, Payment
2022 $ 322,423
2023 289,693
§ 612,116

During the years ended March 31, 2021 and 2020, the expense related to the purchase of
power under the full power purchase agreement with DEMEC is $5,975,443 and $6,049,183,
respectively. The amount payable as of March 31, 2021 and 2020 is $448,243 and $418,481,
respectively. At times, the Commission may be required to provide advances to DEMEC to
cover cash collateral calls as a result of forward power purchase positions. There were no such
advances for the years ended March 31, 2021 and 2020.

Assessment of additional amounts payable by the Commission to DEMEC may be required by
virtue of the Commission's various agreements with DEMEC.

REGULATORY ISSUES

This note relates to fransmission which is regulated by the Federal Energy Regulatory Commission
(“FERC™").

Delmarva provides transmission services to the Commission through an interconnection
agreement which controls the tap of Delmarva’s 138,000-volt transmission line by the
Commission. When/if Delmarva wants o change its tariff or the interconnection agreement,
Delmarva must get approval from FERC. DEMEC represents the Commission’s interest when
changes are presented to FERC.
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NOTE 13

NOTE 14

NOTE 15

MUNICIPAL SERVICES COMMISSION
(A Component Unit of the City of New Castle)
NOTES TO FINANCIAL STATEMENTS

CONCENTRATIONS

Labor Force — A portion of the Commission’s labor force is comprised of union employees, who
are employed under the terms of a collectively bargained compensation agreement which
lasts for three years. The collective bargaining agreement covers approximately 45 percent
and 55 percent of the Commission’s workforce for the years ended March 31, 2021 and 2020,
respectively. The current agreement will expire on March 31, 2024.

Significant Customer — Approximately ten percent and nine percent of the Commission’s net

operating revenues are from one customer for the years ended March 31, 2021 and 2020,
respectively.

ENVIRONMENTAL ISSUES

The Commission is subject to laws and regulations relating to the protection of the environment.
The Commission’s policy is to accrue environmental and cleanup-related costs of a non-capital
nature when it is both probable that a liability has been incurred and when the amount can be
reasonably estimated. Although it is not possible to quantify with any degree of certainty the
potential financial impact of the Commission’s continuing compliance efforts, management
believes any future remediation or other compliance-related costs will not have a material
adverse effect on the financial condition or reported results or operations of the Commission.
Based on the Commission’s analysis of its current operations, it believes there are no pending
environmental issues as of March 31, 2021 and 2020.

DEFERRED COMPENSATION PLAN

The Commission offers its employees a deferred compensation plan (“the Plan”) in accordance
with Internal Revenue Code (“IRC”) Section 457. The Plan is administered by the National
Association of Counties (“NACO”), with the Public Employees Benefit Services Corporation
(“PEBSCo.”) acting as its agent in fulfiing certain of the administrative and marketing
requirements. The Plan, available to all employees of the Commission, permits them to defer a
portion of their salary until future years. The deferred compensation, including related income,
is not available to employees until termination, retirement, death, or unforeseeable emergency.
In accordance with the provisions of IRC Section 457, the Commission does not own the
amounts deferred by employees, including the related income on those amounts.

CONTINGENCY
In August 2014, the Commission was ordered to shut down its wells by the Delaware Division of

Public Health Office of Drinking Water because two unregulated contaminants were found by
the Commission o be above provisionary guidelines established by the Environmental
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NOTE 15

NOTE 16

MUNICIPAL SERVICES COMMISSION
(A Component Unit of the City of New Castle)
NOTES TO FINANCIAL STATEMENTS

CONTINGENCY (cont'd)

Protection Agency (“EPA”). The Commission had budgeted approximately $1.2 million in
expenditures in connection with the above. During the year ended March 31, 2015, the
Commission incurred approximately $306,000 of the expenditures. These charges were for the
purchase of water from a third party while the wells were shut down, rental of the temporary
filtration system, and other expenses. During the year ended March 31, 2016, the Commission
incurred approximately $453,000 of expenditures. Approximately $47,000 of the remaining
expenditures were incurred in the year ended March 31, 2017.

The Commission was approved for an emergency grant from the United States Department of
Agriculture in the amount of $500,000 to defray a portion of the expenditures. The full $500,000
of the emergency grant funding approved has been received by the Commission.

The EPA is conducting an investigation to determine the source of the contamination. The
investigation is not complete and, therefore, the outcome is not yet known. Management
anticipates that the outcome will not have a significant negative effect on the Commission’s
financial position or results of operations.

SUBSEQUENT EVENTS

The Commission has evaluated all subsequent events through July 26, 2021, the date the
financial statements were available to be issued.
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