TOWN OF SHERIDAN
MADISON COUNTY, MONTANA
NOTES TO THE BASIC FINANCIAL STATEMENTS
FISCAL YEAR ENDING JUNE 30, 2025

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Town complies with generally accepted accounting principles (GAAP). GAAP
includes all relevant Governmental Accounting Standards Board (GASB)
pronouncements.

New Accounting Pronouncements

The Town has implemented GASB Statement No. 101 Compensated Absences for the
fiscal year ended June 30, 2025. The requirements of this Statement are effective for fiscal
years beginning after December 15, 2023, and all reporting periods thereafter. This
Statement requires that liabilities for compensated absences be recognized for (1) leave
that has not been used and (2) leave that has been used but not yet paid in cash or settled
through noncash means. A liability should be recognized for leave that has not been used
if (a) the leave is attributable to services already rendered, (b) the leave accumulates, and
(c) the leave is more likely than not to be used for time off or otherwise paid in cash or
settled through noncash means. This Statement also establishes guidance for measuring a
liability for leave that has not been used, generally using an employee’s pay rate as of the
date of the financial statements. A liability for leave that has been used but not yet paid or
settled should be measured at the amount of the cash payment or noncash settlement to be
made. Certain salary-related payments that are directly and incrementally associated with
payments for leave also should be included in the measurement of the liabilities.

Financial Reporting Entity

In determining the financial reporting entity, the Town complies with the provisions of
GASB statement No. 14, The Financial Reporting Entity, as amended by GASB statement
No. 61, The Financial Reporting Entity: Omnibus, and includes all component units of
which the Town appointed a voting majority of the component unit’s board; the Town is
either able to impose its will on the unit or a financial benefit or burden relationship exists.
In addition, the Town complies with GASB statement No. 39 Determining Whether
Certain Organizations Are Component Units which relates to organizations that raise and
hold economic resources for the direct benefit of the Town.

Primary Government

The Town is a political subdivision of the State of Montana governed by an elected Mayor
and Council duly elected by the registered voters of the Town. The Town utilizes the
manager form of government. The Town is considered a primary government because it is
a general-purpose local government. Further, it meets the following criteria; (a) it has a
separately elected governing body (b) it is legally separate and (c) it is fiscally independent
from the State and other local governments.
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Blended Component Units

Blended component units are separate legal entities that meet the component unit criteria
described above and whose government body is the same or substantially the same as the
Town, the component unit provides services entirely to the Town, or the component unit
is organized as a not-for-profit corporation in which the Town is the sole corporate member
identified in the component unit’s articles of incorporation or bylaws. These component
units’ funds are blended into those of the Town’s by appropriate activity type to compose
the primary government presentation. The Town has the following Blended Component
Units:

Benefactors of the Friends of the Sheridan Public Library was created as a not-for-profit
corporation, 501(c)3, to expand library services in and around Sheridan, education
opportunities, sponsor various programs promoting reading and other matter, and promote
the Town library to local community. The organization was created for the sole purpose of
supporting the Sheridan Library and has been determined to be a blended component unit
for this purpose. It was determined the activities if excluded would not be a fair
representation of the Towns financial position.

Basis of Presentation, Measurement Focus and Basis of Accounting

Government-wide Financial Statements:

Basis of Presentation

The Government-wide Financial Statements (the Statement of Net Position and the
Statement of Activities) display information about the reporting government as a whole
and its component units. They include all funds of the Town except fiduciary funds. The
statements distinguish between governmental and business-type activities. Governmental
activities generally are financed through taxes, intergovernmental revenues, and other non-
exchange revenues. Business-type activities are financed in whole or in part by fees
charged to external parties for goods or services. Eliminations have been made in the
consolidation of business-type activities.

The Statement of Net Position presents the financial condition of the governmental and
business-type activities for the Town at year end. The Statement of Activities presents a
comparison between direct expenses and program revenues for each function of the Town’s
governmental activities. Direct expenses are those that are specifically associated with a
program or function. The Town does not charge indirect expenses to programs or
functions. The types of transactions reported as program revenues include 1) charges to
customers or applicants who purchase, use, or directly benefit from goods, services, or
privileges provided by a given function or activity, 2) operating grants and contributions,
and 3) capital grants and contributions. Revenues that are not classified as program
revenues, including all property taxes, are presented as general revenues.
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Certain eliminations have been made as prescribed by GASB 34 in regards to inter-fund
activities, payables and receivables. All internal balances in the Statement of Net Position
have been eliminated.

Measurement Focus and Basis of Accounting

On the government-wide Statement of Net Position and the Statement of Activities, both
governmental and business-type activities are presented using the economic resources
measurement focus and the accrual basis of accounting. Under the accrual basis of
accounting, revenues are recognized when earned and expenses are recorded when the
liability is incurred regardless of the timing of the cash flows. Property taxes are
recognized as revenues in the year for which they are levied. Grants and similar items are
recognized as revenue as soon as all eligibility requirements imposed by the provider have
been met. The Town generally applies restricted resources to expenses incurred before
using unrestricted resources when both restricted and unrestricted net position are
available.

Fund Financial Statements

Basis of Presentation

Fund financial statements of the reporting Town are organized into funds, each of which is
considered to be a separate accounting entity. Each fund is accounted for by providing a
separate set of self-balancing accounts. Fund accounting segregates funds according to
their intended purpose and is used to aid management in demonstrating compliance with
finance-related legal and contractual provisions. The minimum number of funds is
maintained consistent with legal and managerial requirements. Funds are organized into
three categories: governmental, proprietary, and fiduciary. Anemphasis is placed on major
funds within the governmental and proprietary categories. Each major fund is displayed in
a separate column in the governmental funds statements. All of the remaining funds are
aggregated and reported in a single column as non-major funds. A fund is considered
major if it is the primary operating fund of the Town or meets the following criteria:

a. Total assets combined with deferred outflows of resources, liabilities combined
with deferred inflows of resources, revenues, or expenditures/expenses of that
individual governmental or enterprise fund are at least 10 percent of the
corresponding total for all funds of that category or type: and

b. Total assets combined with deferred outflows of resources, liabilities combined
with deferred inflows of resources, revenues, or expenditures/expenses of that
individual governmental or enterprise funds are at least 5 percent of the
corresponding total for all governmental and enterprise funds combined.
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Measurement Focus and Basis of Accounting
Governmental Funds

Modified Accrual

All' governmental funds are accounted for using the current financial resources
measurement focus and the modified accrual basis of accounting. Under the modified
accrual basis of accounting, revenues are recorded when susceptible to accrual; i.e., both
measurable and available. “Measurable” means the amount of the transaction can be
determined. “Available” means collectible within the current period or soon enough
thereafter to be used to pay liabilities of the current period. The Town defined the length
of time used for “available” for purposes of revenue recognition in the governmental fund
financial statements as collection within 60 days of the end of the current fiscal period,
except for property taxes and other state grants that are recognized upon receipt.

Expenditures are recorded when the related fund liability is incurred, except for unmatured
interest on general long-term debt which is recognized when due, and certain compensated
absences and claims and judgments which are recognized when the obligations are
expected to be liquidated with expendable available financial resources. General capital
asset acquisitions are reported as expenditures in governmental funds and proceeds of
general long-term debt and inception of leases and subscription-based IT arrangements are
reported as other financing sources.

Property taxes, franchise fees, licenses, and interest associated with the current fiscal period
are all considered to be susceptible to accrual and so have been recognized as revenues of
the current fiscal period. Only the portion of special assessments receivable due within the
current fiscal period is considered to be susceptible to accrual as revenue of the current
period. Expenditure-driven grants are recognized as revenue when the qualifying
expenditures have been incurred and all other grant requirements have been met.
Entitlements and shared revenues are recorded at the time of receipt or earlier if the
susceptible to accrual criteria are met. All other revenue items are considered to be
measurable and available only when cash is received by the government.

Major Funds:
The Town reports the following major governmental funds:

General Fund — This is the Town’s primary operating fund and it accounts for all
financial resources of the Town except those required to be accounted for in other
funds.

Library Fund — A special revenue fund that was established to account for the

financial resources and uses of the Town library. The Friends of Sheridan Public
Library blended component unit is reported as a part of this fund.
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Proprietary Funds:

All proprietary funds are accounted for using the accrual basis of accounting. These funds
account for operations that are primarily financed by user charges. The economic resource
focus concerns determining costs as a means of maintaining the capital investment and
management control. Revenues are recognized when earned and expenses are recognized

when incurred. Allocations of costs, such as depreciation, are recorded in proprietary
funds.

Proprietary funds distinguish operating revenues and expenses from non-operating items.
Operating revenues and expenses generally result from providing services and producing
and delivering goods in connections with a proprietary fund’s principal ongoing operations.
The principal operating revenues for enterprise funds are charges to customers for sales
and services. Operating expenses for enterprise funds include the cost of sales and services,
administrative expenses, and depreciation on capital assets. All revenues and expenses not
meeting this definition are reported as non-operating revenues and expenses. When both
restricted and unrestricted resources are available for use, it is the Town’s policy to use
restricted resources first, then unrestricted resources as they are needed.

Major Funds:
The Town reports the following major proprietary funds:

Water Fund — An enterprise fund that accounts for the activities of the Town’s
water distribution operations.

Sewer Fund — An enterprise fund that accounts for the activities of the Town’s
sewer collection and treatment operations and includes the storm sewer system.

NOTE 2. CASH, CASH EQUIVALENTS, AND INVESTMENTS

Cash Composition
Composition of cash, deposits and investments at fair value on June 30, 2025, are as

follows:
Primary
Government
Cash on hand and deposits:
Cash in banks:
Demand deposits $ 172,152
Savings deposits 2,923,794
Time deposits 42,586
Investments:
State Short-Term Investment Pool (STIP 90,550
Total $ 3,229,082
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Cash equivalents

Cash equivalents are short-term, highly liquid deposits and investments that both readily
convertible to known amounts of cash, and have maturities at purchase date of three months
or less. The Town’s cash and cash equivalents (including restricted assets) are considered
to be demand, savings and time deposits, STIP, and all other short-term investments with
original maturity dates of three months or less from the date of acquisition.

For purposes of the statement of cash flows, the enterprise funds consider all funds
(including restricted assets) held in the Town’s cash management pool to be cash

equivalents.

Short Term Investment Pool (STIP) Credit Quality ratings by the S&P’s rating services as

of June 30, 2024*, (in thousands):

Total Fixed
Income Credit
Investments at  Quality WAM

Security Investment Type Fair Value Rating (Days)
Treasuries $ 1,200,441 A-1+ 75
Agency or Government Related 1,254,907 A-1+ 67
Asset Backed Commercial Paper 151,592 A-1+ 4
Corporate:

Commercial Paper 495,575 A-1+ 39

Notes 727,551 A-1+ 247

Certificates of Deposit 1,485.073  A-1+ 112
Total Investments $__5.315.139

Audited financial statements for the State of Montana’s Board of Investments are available

at 2401 Colonial Drive 3" Floor in Helena, Montana.

* Fiscal year 2025 Credit Quality ratings have not been released by the State of Montana’s
Board of Investments. These Credit Quality Ratings are as of June 30, 2024 and are the

most recent calculations available.

21-



TOWN OF SHERIDAN
MADISON COUNTY, MONTANA
NOTES TO THE BASIC FINANCIAL STATEMENTS
FISCAL YEAR ENDING JUNE 30, 2025

NOTE 3. CAPITAL ASSETS

The Town’s assets are capitalized at historical cost or estimated historical cost. Town
policy has set the capitalization threshold for reporting capital assets at $5,000. Gifts or
contributions of capital assets are recorded at fair market value when received. The costs
of normal maintenance and repairs are charged to operations as incurred. Improvements
are capitalized and depreciated over the remaining useful lives of the related capital assets,
as applicable. Depreciation is recorded on a straight-line basis over the useful lives of the
assets as follows:

Buildings 40 — 75 years
Improvements other than Buildings 5 — 20 years
Machinery and Equipment 5 —30 years
Infrastructure 20 — 50 years

A summary of changes in governmental capital assets was as follows:

Governmental activities:

Balance Balance
July 1, 2024 Additions Deletions June 30, 2025

Capital assets not being depreciated:

Land $ 46,681 $ - $ $ 46,681
Construction in progress - 116,404 116,404
Total capital assets not being depreciated ~ $ 46,681 $§ 116,404 $ - $ 163,085
Other capital assets:

Buildings $ 472,500 $ -8 -3 472,500
Improvements other than buildings 207,229 29,250 - 236,479
Machinery and equipment 279,731 39415 (16,000) 303,146
Infrastructure 28,409 - - 28,409
Total other capital assets at historical cost $ 987,869 $ 68,665 $ (16,000)$ 1,040,534

Less: accumulated depreciation (644,898) (29,891) 16,000 (658,789)
Total $ 389,652 $ 155,178 $ - $ 544,830

Governmental activities depreciation expense was charged to functions as follows:

Governmental Activities:

General government $ 11,485
Public safety 6,185
Public works 11,653
Culture and recreation 568

Total governmental activities depreciation expense ~ $_29.891
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A summary of changes in business-type capital assets was as follows:

Business-type activities:
Balance Balance
July 1, 2024 Additions Deletions  June 30, 2025

Capital assets not being depreciated:

Land $ 81,376 $ - $ - 9% 81,376
Construction in progress 312,602 72,598 - 385,200
Total capital assets not being depreciated ~ $ 393,978 $§ 72,598 $ - $ 466,576
Other capital assets:
Buildings $ 216,807 $ - $ -9 216,807
Machinery and equipment 152,761 28,334 (25,000) 156,095
Infrastructure Utility 13,879,739 - - 13,879,739
Total other capital assets at historical cost  $ 14,249,307 $ 28,334 $§ (25,000)$ 14,252,641
Less: accumulated depreciation (3,914,618) (395,933) 25,000 (4,285,551)
Total $ 10,728,667 $ (295,001) $ - $ 10,433,666

NOTE 4. LONG TERM DEBT OBLIGATIONS

In the governmental-wide, and proprietary financial statements, outstanding debt is
reported as liabilities.

The governmental fund financial statements recognize the proceeds of debt and premiums
as other financing sources of the current period. Issuance costs are reported as
expenditures.

Changes in Long-Term Debt Liabilities - During the year ended June 30, 2025, the
following changes occurred in liabilities reported in long-term debt:

Governmental Activities:
Balance Balance Due Within
July 1, 2024 Deletions June 30, 2025 One Year
Compensated absences $ 33,837 $ (8,798) $ 25,039 $ 13,690
Total $ 33,837 $ (8,798) $ 25,039 $ 13,690

In prior years the General Fund was used to liquidate compensated absences and claims
and judgments.
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Business-type Activities:

Balance Balance Due Within

July 1, 2024 Deletions June 30, 2025 One Year
Compensated absences $ 7,366 $ (5,552) $ 1,814 $ 1,608
Revenue bonds 3,536,493 (132,167) 3,404,326 99,827
Total $ 3,543,859 § (137,719) $ 3,406,140 $ 101,435

Revenue Bonds - The Town also issues bonds where the Town pledges income derived
from the acquired or constructed assets to pay debt service. Revenue bonds outstanding at
year-end were as follows:

Origination Interest Bond Maturity Bonds Annual Balance
Purpose Date Rate Term Date Amount  Payment June 30,2025
2011 Water System 7/20/12 2.50% 40yrs  7/20/51 $ 229,000 $ 9216 $  175.459
Water WRF Loan B 10/23/19  2.50% 20yrs  7/1/39 601,000 Varies 292,000
2019 Water RD 10/23/19  2.38%  40yrs 10/23/59 400,000  Varies 362,334
2011 Sewer System 12/12/11 2.25% 40yrs 12/28/51 516,000 19,632 389,517
2013 Sewer System 3/27/13 1.88%  40yrs 4/27/53  2.846.000 101,436 2,185.016
$4.592,000 $_3.404,326
Annual requirement to amortize debt:
For Fiscal
Year Ended Principal Interest

2026 $ 99,827 $ 69,011

2027 102,521 66,917

2028 105,133 64,864

2029 107,033 62,514

2030 108,833 60,264

2031 111,670 57,977

2032 114,426 55,733

2033 116,457 53,203

2034 118,409 50,750

2035 121,401 48,258

2036 124,334 45,788

2037 126,508 43,065

2038 128,625 40,397

2039 130,786 37,686

2040 128,913 35,010

2041 113,241 32,544
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2042 115,536 30,248
2043 117,881 27,903
2044 120,215 25,569
2045 122,712 23,073
2046 125,203 20,581
2047 127,745 18,039
2048 130,308 15,476
2049 132,987 12,797
2050 135,688 10,096
2051 137,357 7,339
2052 118,341 4,753
2053 75,612 2,642
2054 13,591 1,909
2055 13,917 1,583
2056 14,251 1,249
2057 14,593 907
2058 14,944 556
2059 16,328 198

Total $ 3,405,326 $ 1,028,899

Compensated Absences

Compensated absences are absences for which employees will be paid for time off earned
for time during employment, such as earned vacation and sick leave. It is the Town’s
policy and state law to permit employees to accumulate a limited amount of earned but
unused vacation benefits, which will be paid to employees upon separation from Town
service. Employees are allowed to accumulate and carry over a maximum of two times
their annual accumulation of vacation, but the excess cannot be carried forward more than
90 days into the new calendar year. There is no restriction on the amount of sick leave that
may be accumulated. Upon separation, employees are paid 100 percent of accumulated
vacation and 25 percent of accumulated sick leave. The liability associated with
governmental fund-type employees is reported in the governmental activities, while the
liability associated with proprietary fund-type employees is recorded in the business-type
activities/respective proprietary fund.
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NOTE S. POSTEMPLOYMENT HEALTHCARE PLAN

Plan Description. The healthcare plan provides for, as required by section 2-1 8-704, MCA,
employees with at least 5 years of service and who are at least age 50, along with surviving
spouses and dependents, to stay on the government's health care plan as long as they pay
the same premium. This creates a defined benefit Other Post-Employment Benefits Plan
(OPEB); since retirees are usually older than the average age of the plan participants, they
receive a benefit of lower insurance rates. The OPEB plan is a single-employer defined
benefit plan administered by the Town. The government has not created a trust to
accumulate assets to assist in covering the defined benefit plan costs, and covers these
when they come due. The government has less than 100 plan members and thus qualifies
to use the “Alternative Measurement Method” for calculating the liability. The above
described OPEB plan does not provide a stand-alone financial report.

Benefits Provided. The government provides healthcare insurance benefits for retirees and
their dependents upon reaching the age and service years defined in section 2-18-704,
MCA. The benefit terms require that eligible retirees cover 100 percent of the health
insurance premiums, but may pay the same premiums as the other members in the group
health plan.

Employees covered by benefit terms. At June 30, 2024, the following employees were
covered by the benefit terms:

Inactive employees or beneficiaries receiving benefit payments
Active employees 4
Total employees 4

Total OPEB Liability

The Town’s total OPEB liability of $6,200 at June 30, 2025, was determined by using the
alternative measurement method. The measurement date of the determined liability was
June 30, 2024, with a roll forward measurement to the current fiscal year.

Actuarial assumptions and other input. The total OPEB liability in the June 30, 2024
alternative measurement method was determined using the following assumptions and
other inputs, applied to all periods included in the measurement, unless otherwise specified:

Average age of retirement (based on historical data) 62
Discount rate (average anticipated rate) 3.80%
Average salary increase (Consumer Price Index) 3.28%
Participation Rate 10.00%
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Health care cost rate trend (Federal Office of the Actuary)

Year % Increase
2024 5.2%
2025 4.9%
2026 5.0%
2027 5.9%
2028 9:5%
2029 5.8%
2030 5.4%
2031 5.4%
2032 5.4%
2033 5.4%
2034 and thereafter 5.4%

The discount rate was based on the 20-year General obligation (GO) bond index.

Life expectancy of employees was based on the Montana Life Tables, 2021 for Males:
Table 2 and Females: Table 3 as published in the National Vital Statistics Reports, Vol. 73,
No. 3, August 21, 2024.

The turnover rates were determined from the periodic experience studies of the Montana
public retirement systems for the covered groups as documented in the GASB 68 actuarial
valuations.

Changes in the Total OPEB Liability

Balance at 6/30/2024 $ 5.614
Changes for the year:

Service Cost $ 586

Net Changes $ 586

Balance at 6/30/2025 $ 6.200

Sensitivity of the total OPEB liability to changes in the discount rate. The following
summarizes the total OPEB liability reported, and how that liability would change if the
discount rate used to calculate the OPEB liability were to decrease or increase 1%:

1% Decrease Discount 1% Increase
(2.80%) Rate (3.80%) (4.80%)
Total OPEB Liability $ 6,533 $ 5,614 $ 4,908
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Sensitivity of the total OPEB liability to changes in the healthcare cost trend rates. The
following summarizes the total OPEB liability reported, and how that liability would
change if the healthcare trend rates used in projecting the benefit payments were to decrease
or increase 1%:

Healthcare
1% Decrease  Cost Trends* 1% Increase
Total OPEB Liability $ 4,787 $ 5,614 $ 6,683

*Reference the assumptions footnotes to determine the healthcare cost trends used to
calculate the OPEB liability.

In fiscal year ending June 30, 2025, the above sensitivity analysis does not reflect the
change to the total OPEB liability. The total OPEB liability in the analysis is based on the
June 30, 2024 calculated liability per valuation completed on June 30, 2024.

OPEB Expense and Deferred Outflows of Resources and Deferred Inflows of Resources
Related to OPEB

For the year ended June 30, 2025, the Town recognized an OPEB expense of $586. The
Town does not report any deferred outflows of resources and deferred inflows of resources
related to OPEB as there were no differences between expected and actual experience or
changes in assumptions performed in the alternative measurement method. In addition,
since Town records costs as they come due, there are no deferred outflows of resources for
contributions to the OPEB plan trust.

NOTE 6. NET PENSION LIABILITY

As of June 30, 2025, the Town reported the following balances as its proportionate share of
PERS pension amounts:

Town's Proportionate Share Associated With:

PERS
Net Pension Liability $ 253,344
Deferred outflows of resources* $ 63,211
Deferred inflows of resources $ 5,635
Pension expense $ 40,458
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*Deferred outflows for PERS are reported as of the reporting date which includes employer
contributions made subsequent to the measurement date of $19,068, respectively. These
amounts will be recognized as a reduction of the net pension liability in the year ending June
30, 2025. Total deferred inflows and outflows in the remainder of the note are as of the
measurement date of June 30, 2025.

The following are the detailed disclosures for each retirement plan as required by GASB
68.

Public Employee’s Retirement System — Defined Benefit Retirement Plan

Summary of Significant Accounting Policies

The Town’s employees participate in the Public Employees Retirement System (PERS)
administered by the Montana Public Employee Retirement Administration (MPERA),
MPERA prepared financial statements using the accrual basis of accounting. The same
accrual basis was used by MPERA for the purposes of determining the NPL; Deferred
Outflows of Resources and Deferred Inflows of Resources related to pensions; Pension
Expense; the Fiduciary Net Position; and Additions to, or Deductions from, Fiduciary Net
Position. Member contributions are recognized in the period in which contributions are
due. Employer contributions are recognized when due and the employer has made a formal
commitment to provide the contributions. Revenues are recognized in the accounting
period they are earned and become measurable. Benefit payments and refunds are
recognized in the accounting period in which they are due and payable in accordance with
the benefit terms. Expenses are recognized in the period incurred. Investments are reported
at fair value. MPERA adhered to all accounting principles generally accepted by the United
States of America. MPERA applied all applicable pronouncements of the Governmental
Accounting Standards Board (GASB).

Plan Descriptions

The PERS-Defined Benefit Retirement Plan (PERS) administered by the Montana Public
Employee Retirement Administration (MPERA), is a multiple-employer, cost-sharing
plan established July 1, 1945, and governed by Title 19, chapters 2 & 3, Montana Code
Annotated (MCA). This plan provides retirement benefits to covered employees of the
State, local governments, certain employees of the Montana University System, and school
districts.

All new members are initially members of the PERS-DBRP and have a 12-month window
during which they may choose to remain in the PERS-DBRP or join the defined
contribution retirement plan ( PERS-DCRP) by filing an irrevocable election. Members
may not be participants of both the defined contribution and defined benefit retirement
plans. For members that choose to join the PERS-DCRP, a percentage of the employer
contributions will be used to pay down the liability of the PERS-DBRP. All new members
from the universities also have a third option to join the university system’s Montana
University System Retirement Program (MUS-RP).
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The PERS-DBRP provides retirement, disability, and death benefits to plan members and
their beneficiaries. Benefits are established by state law and can only be amended by the
Legislature.

Summary of Benefits

Service retirement:

e Hired prior to July 1,2011:
o Age 60, 5 years of membership service;
o Age 65, regardless of membership service; or
o Any age, 30 years of membership service.

¢ Hired on or after July 1, 2011:
o Age 65, 5 years of membership service;
o Age 70, regardless of membership service.

Early Retirement (actuarially reduced):
e Hired prior to July 1,2011:
o Age 50, 5 years of membership service; or
o Any age, 25 years of membership service.
e Hired on or after July 1, 2011:
o Age 55, 5 years of membership service.

Second Retirement (requires returning to PERS-covered employer or PERS service):

1. Retire before January 1, 2016 and accumulate less than 2 years additional service
credit or retire on or after January 1, 2016 and accumulate less than 5 years
additional service credit:

a. A refund of member’s contributions plus return interest (currently 2.02%
effective July 1, 2018).

b. No service credit for second employment;

c. Start the same benefit amount the month following termination; and

d. Guaranteed Annual Benefit Adjustment (GABA) starts again in the January
immediately following the second retirement.

2. Retire before January 1, 2016 and accumulate at least 2 years of additional service
credit:

a. A recalculated retirement benefit based on provisions in effect after the
initial retirement; and

b. GABA starts on the recalculated benefit in the January after receiving the
new benefit for 12 months.

3. Retire on or after January 1, 2016 and accumulate 5 or more years of service credit:

a. The same retirement as prior to the return to service;

b. A second retirement benefit as prior to the second period of service based
on laws in effect upon the rehire date; and

¢. GABA starts on both benefits in the January after receiving the original and
the new benefit for 12 months.
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TOWN OF SHERIDAN
MADISON COUNTY, MONTANA
NOTES TO THE BASIC FINANCIAL STATEMENTS
FISCAL YEAR ENDING JUNE 30, 2025

Member’s highest average compensation (HAC)
* Hired prior to July 1, 2011- highest average compensation during any consecutive
36 months;
* Hired on or after July 1, 2011-highest average compensation during any consecutive
60 months;

Compensation Cap

* Hired on or after July 1, 2013-110% annual cap on compensation considered as a
part of a member’s highest average compensation.

Monthly benefit formula
Members hired prior to July 1, 2011:
* Less than 25 years of membership service: 1.785% of HAC per year of service
credit;
* 25 years of membership service or more: 2% of HAC per year of service credit.

Members hired on or after July 1, 2011:
* Less than 10 years of membership service: 1.5% of HAC per year of service credit;
* 10 years or more, but less than 30 years of membership service: 1.785% of HAC
per year of service credit;
* 30 years or more of membership service: 2% of HAC per year of service credit.

Guaranteed Annual Benefit Adjustment (GABA)
After the member has completed 12 full months of retirement, the member’s benefit
increases by the applicable percentage (provided below) each January, inclusive of other
adjustments to the member’s benefit.
* 3.0% for members hired prior to July 1, 2007
e 1.5% for members hired between July 1, 2007 and June 30, 2013
® Members hired on or after July 1, 2013:
* 1.5% for each year PERS is funded at or above 90%;
* 1.5% s reduced by 0.1% for each 2% PERS is funded below 90%: and
* 0% whenever the amortization period for PERS is 40 years or more.

Contributions

The state Legislature has the authority to establish and amend contributions rates. Member and
employer contribution rates are specified by Montana Statute and are a percentage of the
member’s compensation. Contributions are deducted from each member’s salary and remitted by
participating employers.

Special Funding: The state of Montana, as the non-employer contributing entity, paid to the Plan,

additional contributions that qualify as special funding. Those employers who received special
funding are all participating employers.
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TOWN OF SHERIDAN
MADISON COUNTY, MONTANA
NOTES TO THE BASIC FINANCIAL STATEMENTS
FISCAL YEAR ENDING JUNE 30, 2025

Not Special Funding: Per Montana law, state agencies and universities paid their own additional
contributions. The employer paid contributions are not accounted for as special funding state

agencies and universities but are reported as employer contributions.

Member and employer contribution rates are shown in the table below.

Fiscal Member Local Government
Year Hired<07/01/11 | Hired>07/01/11 | Employer | State
2025 7.900% 7.900% 9.070% | 0.100%
2024 7.900% 7.900% 9.070% | 0.100%
2023 7.900% 7.900% 8.970% | 0.100%
2022 7.900% 7.900% 8.870% | 0.100%
2021 7.900% 7.900% 8.770% | 0.100%
2020 7.900% 7.900% 8.670% | 0.100%
2019 7.900% 7.900% 8.570% | 0.100%
2018 7.900% 7.900% 8.470% | 0.100%
2017 7.900% 7.900% 8.370% | 0.100%
2016 7.900% 7.900% 8.270% | 0.100%
2015 7.900% 7.900% 8.170% | 0.100%
2014 7.900% 7.900% 8.070% | 0.100%
2012 -2013 6.900% 7.900% 7.070% | 0.100%
2010 -2011 6.900% 7.070% | 0.100%
2008 — 2009 6.900% 6.935% | 0.100%
2000 - 2007 6.900% 6.800% | 0.100%

1. Member contributions to the system of 7.9% are temporary and will be decreased
t0 6.9% on January 1 following actuary valuation results that show the amortization
period has dropped below 25 years and would remain below 25 years following the
reduction of both the additional employer and additional member contribution
rates.

2. Employer contributions to the system:

a. Effective July 1, 2014, following the 2013 Legislative session, PERS-employer
contributions increase an additional 0.1% a year and will continue over 10 years
through 2024. The additional employer contributions including the 0.27%
added in 2007 and 2009, will terminate on January 1 following actuary
valuation results that show the amortization period has dropped below 25 years
and would remain below the 25 years following the reduction of both the
additional employer and additional member contributions rates.

b. Effective July 1, 2013, employers are required to make contributions on
working retirees’ compensation. Member contributions for working retirees are
not required.
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TOWN OF SHERIDAN
MADISON COUNTY, MONTANA
NOTES TO THE BASIC FINANCIAL STATEMENTS
FISCAL YEAR ENDING JUNE 30, 2025

¢. The portion of the employer contributions allocated to the Plan Choice Rate
(PCR) are included in the employers reporting. The PCR was paid off effective
March 2016 and the contributions previously directed to the PCR are now
directed to member accounts.
3. Non-Employer Contributions
a. Special Funding
i. The State contributes 0.1% of members’ compensation on behalf of local
government entities.
ii. The State contributes 0.37% of members’ compensation on behalf of
school district entities.
iii. The State contributed a statutory appropriation from its General Fund of
$35,329,705.

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

GASB Statement 68 allows a measurement date of up to 12 months before the employer’s
fiscal year-end can be utilized to determine the Plan’s Total Pension Liability (TPL). The
basis for the TPL for the reporting of June 30, 2025 (reporting period), is on an actuarial
valuation performed by the Plan’s actuary as of June 30, 2024.

The Total Pension Liability (TPL minus the F iduciary Net Position equals the Net Pension
Liability (NPL). The proportionate shares of the employer’s and the state of Montana’s
NPL for June 30, 2025, and 2024 (reporting periods), are displayed below. The Town
proportionate share equals the ratio of the employer’s contributions to the sum of all
employer and non-employer contributions during the measurement period. The state’s
proportionate share for a particular employer equals the ratio of the contributions for the
particular employer to the total state contributions paid. The Town recorded a liability of
$253,344 and the Town’s proportionate share was 0.010359 percent.

Net Pension Net Pension Percent of Percent of Change in
Liability as of Liability as of Collective NPL Collective NPL Percent of
6/30/2025 6/30/2024 as 0of 6/30/2025 as 0of 6/30/2024 Collective NPL
Employer Proportionate Share $ 253,344 $ 222,624 0.010359% 0.009123% 0.001236%
Statc of Montana Proportionate Share 65,567 61,263 0.002681% 0.002510% 0.000171%
associated with Employer
Total $ 318911 $ 283,887 0.013040% 0.011633% 0.001407%
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NOTES TO THE BASIC FINANCIAL STATEMENTS
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Changes in actuarial assumptions and methods:

There have been no changes to the assumptions or other inputs that affected the
measurement of the TPL since the previous measurement date.

Changes in benefit terms:
There were no changes in benefit terms since the previous measurement date.
Changes in proportionate share:

There were no changes between the measurement date of the collective NPL and the
employer’s reporting date that are expected to have a significant effect on the employer’s
proportionate share of the collective NPL. However, each employer may have unique
circumstances that will impact the employer’s proportionate share of the collective net
pension. If there were changes that are expected to have an impact on the net pension
liability, the employer should disclose the amount of the expected resultant change in the
employer’s proportionate share of the collective net pension liability, if known.

Pension Expense:

At June 30, 2025, the Town recognized a Pension Expense of $36,944 for its proportionate
share of the pension expense. The Town also recognized grant revenue of $3,514 for the
support provided by the State of Montana for its proportionate share of the pension expense

that is associated with the Town.

Pension Expense ~ Pension Expense

as of 6/30/25 as of 6/30/24
Employer Proportionate Share $ 36,944 $ 12,099
State of Montana Proportionate
Share associated with the Employer APl e
Total $ 40,458 $ 17,846

Recognition of Beginning Deferred Outflow

At June 30, 2025, the Town recognized a beginning deferred outflow of resources for the
Town’s fiscal year 2024 contributions of $13,777.
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NOTES TO THE BASIC FINANCIAL STATEMENTS
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Recognition of Deferred Inflows and Outflows:

At June 30, 2025, the Town reported its proportionate share of the Plan’s deferred outflows
of resources and deferred inflows of resources from the following sources:

Deferred Deferred
Outflows of Inflows of
Resources Resources
Differences be.tween e.xpected and $ 12.801 $ )
actual economic experience
Actual vs. Expected Investment 5.635
Earnings ’
Changes in Assumptions - -
Changes in Proportion Share and
Differences between Employer
: : 31,342 -
Contributions and Proportionate
Share of Contributions
Employer contributions sunsequent 19.068
to the measurement date - FY25* ’ )
Total $ 63,211 $ 5,635

*Amounts reported as deferred outflows of resources related to pensions resulting from the
Town’s contributions subsequent to the measurement date have been recognized as a
reduction of the net pension liability in the year ended June 30, 2025.

Other amounts reported as deferred outflows and inflows of resources related to pensions
will be recognized in pension expense as follows:

Recognition of Deferred
Outflows and Deferred Inflows
in Future years as an increase

For the Measurement or (decrease) to Pension
Year ended June 30: Expense

2025 $ 18,239
2026 $ 26.659
2027 $ (3,961)
2028 $ (2,426)
Thereafter $ -
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NOTES TO THE BASIC FINANCIAL STATEMENTS
FISCAL YEAR ENDING JUNE 30, 2025

Actuarial Assumptions

The total pension liability used to calculate the NPL was determined by taking the results
of the June 30, 2024 actuarial valuation, and was determined using the following actuarial
assumptions.

e Investment Return (net of admin expense) 7.30%

e General Wage Growth* 3.50%
*includes Inflation at 2.75%

o  Merit Increases 0% to 4.80%

Postretirement Benefit Increases - Guaranteed Annual Benefit Adjustment (GABA)
After the member has completed 12 full months of retirement, the member’s benefit
increases by the applicable percentage each January, Inclusive of other adjustments to the
member’s benefit.
* 3% for members hired prior to July 1, 2007
* 1.5% for members hired between July 1, 2007 and June 30,2013
® Member hired on or after July 1, 2013:
* 1.5% for each year PERS is funded at or above 90%;
* 1.5% is reduced by 0.1% for each 2% PERS is funded below 90%; and
* 0% whenever the amortization period for PERS is 40 years or more.

Mortality
* Mortality assumptions among contributing members, service retired members and
beneficiaries based on PUB-2010 General Amount Weighted Employer Mortality
projected to 2021 for males and females projected generationally using MP-2021.

* Mortality assumptions among Disabled members are based on PUB-2010 General
Amount Weighted Disabled Retiree Mortality table, projected to 2021, set forward
one year for both males and females.

* Mortality assumptions among contingent survivors are based on PUB-2010
General Amount Weighted Contingent Survivor Mortality projected to 2021 with
ages set forward one year for males and projected generationally using MP-2021.

* Mortality assumptions among Healthy members are based on PUB-2010 General
Amount Weighted Healthy Retiree Mortality table projected to 2021, with ages set
forward one year and adjusted 104% for males and 103% for females. Projected
generationally using MP-2021.
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NOTES TO THE BASIC FINANCIAL STATEMENTS
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Target Allocations

The long-term expected rate of return on pension plan investments is reviewed as part of
regular experience studies prepared for the Plan about every five years. The long-term rate
of return as of June 30, 2024, is based on analysis in the experience study report dated May
2, 2022, without consideration for the administrative expense analysis shown. Several
factors are considered in evaluating the long-term rate of return assumption including long-
term historical data, estimates inherent in current market data, and an analysis in which best-
estimate ranges of expected future real rates of return (expected returns, net of investment
expense and inflation), along with estimates of variability and correlations for each asset
class. These ranges were combined to develop the long- term expected rate of return by
weighing the expected future real rates of return by the target asset allocation percentage
and then adding expected inflation. The assumption is intended to be a long-term
assumption (30 to 50 years) and is not expected to change absent a significant change in the
asset allocation or a fundamental change in the market that alters expected returns in future
years. The best estimates of arithmetic real rates of return for each major asset class included
in the target asset allocation as of June 30, 2025, are summarized in the following table.

Target Asset Long-Term Expected Real Rate

Asset Class Allocation of Return Arithmetic Basis
Cash 3.00% (0.33%)
Domestic Equity 30.00% 5.90%
International Equity 17.00% 7.14%

Private Investments 15.00% 9.13%

Real Assets 5.00% 4.03%

Real Estate 9.00% 5.41%

Core Fixed Income 15.00% 1.14%
Non-Core Fixed Income 6.00% 3.02%

Total 100%

Discount Rate

The discount rate used to measure the TPL was 7.30%. The projection of cash flows used
to determine the discount rate assumed that contributions from participating plan members,
employers, and non-employer contributing entities would be made based on the Board's
funding policy, which established the contractually required rates under the Montana Code
Annotated. The state contributed 0.10% of the salaries paid by local governments and
0.37% paid by school districts. In addition, the state contributed coal severance tax and
interest money from the general fund. Based on those assumptions, the Plan's fiduciary net
position was projected to be adequate to make all the projected future benefit payments of
current plan members through the year 2128. Therefore, the long-term expected rate of

return on pension plan investments was applied to all periods of projected benefit payments
to determine the TPL. A municipal bond rate was not incorporated in the discount rate.
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1.0% Decrease Current 1.0% Increase
(6.30%) Discount Rate (8.30%)
$ 369,321 $ 253,344 $ 156,092

In accordance with GASB 68 regarding the disclosure of the sensitivity of the net pension
liability to changes in the discount rate, the above table presents the net pension liability
calculated using the discount rate of 7.30%, as well as what the net pension liability would
be if it were calculated using a discount rate that is 1.00% lower (6.30%) or 1.00% higher
(8.30%) than the current rate.
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Town of Sheridan, Madison County, Montana
Budgetary Comparison Schedule
For the Fiscal Year Ended June 30, 2025

General
ACTUAL
AMOUNTS VARIANCE
BUDGETED AMOUNTS (BUDGETARY WITH FINAL
ORIGINAL FINAL BASIS) See Note A BUDGET

RESOURCES (INFLOWS):

Taxes and assessments $ 198813 § 198,813 § 196,648 §$ (2,165)

Intergovernmental 116,274 116,274 146,032 29,758

Charges for services - - 58.644 58,644

Miscellaneous : 13,801 13,801 20,922 7.121

Investment earnings 500 500 12,537 12,037

Amounts available for appropriation $ 329,388 § 329388 $ 434,783 § 105,395
CHARGES TO APPROPRIATIONS (OUTFLOWS):

General government o 191203 § 191203 § 138951 §$ 52,252

Public safety 1N A i Em'j \ i ED 26,620 26,620 13,648 12,972

Public works B 122,181 122,181 65,220 56,961

Culture and recreation 35625 35,625 18,026 17.599

Capital outlay 72,800 72,800 121,405 (48.605)

Total charges to appropriations $ 448429 § 448,429 § 357250 $ 91,179
OTHER FINANCING SOURCES (USES)

Transfers in $ - % - § 222 § 22

Transfers out - - (10,000) (10,000)

Total other financing sources (uses) $ - $ - % (9,778) $ (9,778)

Net change in fund balance $ 67,755

Fund balance - beginning of the year $ 331,231

Fund balance - end of the year $ 398,986
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Town of Sheridan, Madison County, Montana

Budgetary Comparison Schedule

For the Fiscal Year Ended June 30, 2025

Library
ACTUAL
AMOUNTS VARIANCE
BUDGETED AMOUNTS (BUDGETARY WITH FINAL
ORIGINAL FINAL BASIS) See Note A BUDGET

RESOURCES (INFLOWS):

Intergovernmental $ 158.647 § 158,647 § 180,297 § 21,650

Charges for services o - - 1,050 1,050

Miscellaneous e 1T = 1,040 1,040 1,669 629

Investment earnings &6;:5 ‘ f‘ UL/ | b . . 2484 2,484

Amounts available for appropria ) $ 159.687 § 159,687 § 185,500 § 25813
CHARGES TO APPROPRIATIONS (OUTFLOWS):

Culture and recreation $ 123,715 § 123715 § 111,838 § 11,877

Capital outlay 1,500 1,500 - 1,500

Total charges to appropriations $ 125215 § 125215 § 111,838 § 13,377

Net change in fund balance $ 73,662

Fund balance - beginning of the year $ 212,023

Fund balance - end of the year $ 285,685
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Town of Sheridan, Madison County, Montana
Budgetary Comparison Schedule
Budget-to-GAAP Reconciliation

Note A - Explanation of differences between budgetary inflows and outflows and GAAP Revenues and Expenditures

g General Library
Sources/Inflows of resources 1) ‘ \ &
Actual amounts (budgetary basis) "available for apb*}:p\:la’t*bﬂ“ f’gm the budgetary
comparison schedule $ 434,783 § 185,500
Combined funds (GASBS 54) revenues - 4,335
Total revenues as reported on the statement of revenues, expenditures and changes
in fund balances-governmental funds. $ 434,783 $ 189,835
Actual amounts (Budgetary basis) "total charges to appropriations” from the
budgetary comparison schedule $ 357,250 $ 111,838
Combined funds (GASBS 54) expenditures - 1,627
Total expenditures as reported on the statement of revenues, expenditures, and
changes in fund balances - governmental funds $ 357,250 $ 113,465
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