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Benefits Provided (Continued) 

Contributions 



12 
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Southeast White County Water Association Public Water Authority 
Notes to Financial Statements 
December 31, 2017 and 2016 
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6. Pension Plan (Continued) 
 
 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 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 price inflation. Best estimates of arithmetic real 
rates of return for the 10-year period from 2017 to 2026 were based upon capital market 
assumptions provided by the plan's investment consultant.  For each major asset class that is 
included in the pension plan's current asset allocation as of June 30, 2017, these best estimates 
are summarized in the following table: 
  

Long-Term
Current Expected Real

Asset Class Allocation Rate of Return
Broad Domestic Equity 37.00% 5.97%
International Equity 24.00% 6.54%
Real Assets 16.00% 4.59%
Absolute Return 5.00% 3.15%
Domestic Fixed 18.00% 0.83%

100.00%

Total Real Rate of Return 4.82%

Plus:  Price Inflation - Actuary's Assumption 2.50%
Net Expected Return 7.32%

 
Single Discount Rate 
 
A single discount rate of 7.15% 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 7.15%. 
The projection of cash flows used to determine this single discount rate assumed that plan 
member 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 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. 
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Single Discount Rate (Continued) 

Pension Liabilities. Pension Expense, and Deferred Outflows of Resources and Deferred 
Inflows of Resources to Pensions 
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Pension Liabilities. Pension Expense, and Deferred Outflows of Resources and Deferred 
Inflows of Resources to Pensions (Continued) 
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See independent auditor’s report. 
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Internal Control Over Financial Reporting 
 

deficiency in internal control

material weakness

significant deficiency
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