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Change in Accounting Principles

Management adopted the provisions of Governmental Accounting Standards Board Statement No. 75,
Accounting and Financial Reporting for Postemployment Benefits Other than Pensions, which became
effective during the year ended June 30, 2018 and required a prior period adjustment to the financial
statements and required the restatement of net position as discussed in Note 6E.

The emphasis of this matter does not constitute a modification to our opinions.
Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s
Discussion and Analysis and other required supplementary information as listed in the Table of Contents 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.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Town’s basic financial statements. The Introductory Section and Supplemental Information
listed in the Table of Contents are presented for purposes of additional analysis and are not a required part of
the basic financial statements.

The Supplemental Information is the responsibility of management and was derived from and relates
directly to the underlying accounting and other records used to prepare the basic financial statements. 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 statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the Supplemental Information is fairly
stated, in all material respects, in relation to the basic financial statements as a whole.












OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis are intended to serve as an introduction to the Town of
Atherton’s basic financial statements. The Town of Atherton’s basic financial statements
comprise three components: 1) government-wide financial statements, 2) fund financial
statements, and 3) notes to the financial statements. This report also contains other required
supplementary information in addition to the basic financial statements themselves.

Government-wide Financial Statements. The government-wide financial statements are
designed to provide readers with a broad overview of the Town of Atherton’s finances, in a
manner similar to private-sector business.

The Statement of Net Position presents information on all of the Town of Atherton’s assets
and liabilities, with the difference between the two reported as net position. Over time,
increases or decreases in net position may serve as a useful indicator whether the financial
position of the Town of Atherton is improving or deteriorating.

The Statement of Activities presents information showing how the government’s net position
changed during the most recent fiscal year. All changes in net position are reported as soon
as the underlying event giving rise to the change occurs, regardless of the timing of related
cash flows. Thus, revenues and expenses are reported in this statement for some items that
will only result in cash flows in future fiscal periods (e.g., uncollected taxes and earned but
unused vacation leave).

Both of the government-wide financial statements distinguish functions of the Town of
Atherton that are principally supported by taxes and intergovernmental revenues
(governmental activities). The governmental activities of the Town of Atherton include
general government, planning, building, public safety (Police), and public works.

The government-wide financial statements can be found on pages 18-19 of this report.

Fund Financial Statements. A fund is a grouping of related accounts that is used to
maintain control over resources that have been segregated for specific activities or
objectives. The Town of Atherton, like other state and local governments, uses fund
accounting to ensure and demonstrate compliance with finance-related legal requirements.
All of the funds of the Town of Atherton can be divided into three categories: governmental
funds, proprietary funds, and fiduciary funds.

Governmental funds. Governmental funds are used to account for essentially the same
functions reported as governmental activities in the government-wide financial statements.
However, unlike the government-wide financial statements, governmental fund financial
statements focus on near-term inflows and outflows of spendable resources, as well as on
balances of spendable resources available at the end of the fiscal year. Such information
may be useful in evaluating a government’s near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide
financial statements, it is useful to compare the information presented for governmental
funds with similar information presented for governmental activities in the government-wide
financial statements. By doing so, readers may better understand the long-term impact of
the government's near-term financing decisions. Both the governmental fund balance sheet
and the governmental fund statement of revenues, expenditures, and changes in fund
balances provide a reconciliation to facilitate this comparison between governmental funds
and governmental activities.






GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net position may serve over time as a useful indicator of a government's
financial position. In the case of the Town of Atherton, assets exceeded liabilities by
$57,365,905 at the close of the most recent fiscal year.

By far the largest portion of the Town of Atherton’s net position (59 percent) reflects its
investment in capital assets of $33,854,084(e.g., land, buildings, vehicles, machinery, and
equipment) less any related debt used to acquire those assets that are still outstanding. The
Town of Atherton uses capital assets to provide services to citizens; consequently, these
assets are not available for future spending. Although the Town of Atherton’s net investment
in capital assets is reported net of related debt, it should be noted that the resources needed
to repay this debt must be provided from other sources, since the capital assets themselves
cannot be used to liquidate these liabilities.

Town of Atherton Net Position

2018 2017
Current and other assets $ 49,138,280 $ 47,268,138
Capital assets 33,854,084 31,108,351
Total assets 82,992,364 78,376,489
Deferred Outflow of Resources 4,720,336 3,409,875
Current liabilities 6,069,000 5,381,971
Noncurrent liabilities 20,417,237 14,271,027
Total liabilities 26,486,237 19,652,998
Deferred Inflow of Resources 3,860,558 1,584,193
Net Position:
Net Investment in capital assets 33,854,084 31,108,351
Restricted 22,902,673 23,367,114
Unrestricted 609,148 6,073,708
Change due to Implementation
of GASB 75 (See Note 6E) (9,738,515)

Total net position $ 57,365,905 $ 50,810,658

An additional portion of the Town of Atherton net position $22,902,673 (39.9 percent)

represents resources that are subject to external restrictions on how they may be used. The

remaining balance of unrestricted net position $609,148 may be used to meet the -
government’'s ongoing obligations. It is important to note that due to GASB 75

implementation during the fiscal year, requires the recognition of the entire net OPEB liability.

There was a prior period adjustment to the net position in governmental activities and

employee benefits fund for a total of $9,738,515 and is reflected in the unrestricted net

position balance in the government wide statement.

At the end of the current fiscal year, the Town of Atherton is able to report positive balances
for all three categories of net position related to governmental activities. This same situation
held true for the prior fiscal year.






e Charges for services increased by $447,697 during the year. The increase was primarily
due to Public Works, Police, and Building department charges for services. The Town
saw an increase in Public Works charge for services of $350,253. This was due to C&D
deposit forfeiture of $268,113 from building construction deposits that were forfeited.
There was $104,600 in C&D forfeiture last fiscal year. The Town received $35,700 for
highway maintenance reimbursement. This is a decrease of $35,700 compared to last
year's fee of $71,400 received for two years of highway maintenance reimbursement
fees. Town encroachment permit fees had an increase of $106,315 than previous year
for an amount of $437,971. Park fees had an overall decrease of $3,729 from the
$224,795 received in previous year. The Town had an increase of $61,548 in refuse rate
stabilization fund revenues over last fiscal year amount of $279,189. Charges for Police
Services had an increase of $29,567. Muni/Vehicle Code fines had an increase of
$6,977 over last year and special service fee for police had an increase of $6,231. There
was an increase of administrative citations of $13,200 over previous year. Building
Department revenue saw an increase of $109,212 in building permit, and building plan
check fees and tree removal plan check fees over the previous year for a total of
$1,857,686. Zoning and planning fees saw a decrease of $17,575.

e Operating grants and contribution decrease overall by $496,327 during the year. A
majority of the decrease was primarily due to a reduction in Civic Center donations. The
Town received $66,938 in donations from Atherton Now for the design development and
construction document phases for the Civic Center project. In the previous year we
received $783,026 in donations, this is a reduction of $716,088 in donations. The town
received $5,000 in operating grants for Cal-Recycle Grant. This amount is $6,910 less in
operating grants for Cal-Recycle and DUl Grant compared to prior year, The Town
received $39,884 more in Gas Tax and $26,852 in Measure A transportation tax funding
for street projects. The Town also received an increase in capital grant funds of $119,884
from CalTrans for a Town water capture facility project.

e Taxes increased by $842,098 (5.4 percent) during the year. The increase was primarily
due to $830,984 of property tax. There was a decrease in sales tax by $26,919 over
previous year. There was a total $38,035 increase in other taxes which included $834
increase in franchise fees for a total of $833,760, and $37,870 increase in Document
transfer tax to $447,096 for the year. Business license fees decreased by $669

e Investment earnings are higher than last year by $254,854. This was due to increase in
interest rates and there was no major fair market value adjustment to investments in the
fiscal year. The Town continues to diversify its investments.

e Total Government Activities expenses increased by $263,419 (1.8 percent) during the
year. The Town had an increase in expenditures of $263,419 across major funds and
other governmental funds due to additional pension expense, allocation toward Workers'
Compensation negative equity, increase in capital projects outlay expense and increased
asset cost additions.

Financial Analysis of the Government’s Funds

As noted earlier, the Town of Atherton uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements.

From FY 2011, The Town adopted the provision of Governmental Accounting Standards
Board Statement No. 54 (GASB 54), Fund Balance Reporting and Governmental Fund Type
Definitions. Additional information can be found in Note 7 on pages 59 through 65 in the
financial statements.
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Special Tax Special Revenue Fund has a total fund balance of $2,043,139, all of which is
reserved for street and drainage facility maintenance and police services. Revenue in the
fund showed no significant variation from prior year. The Town received grant revenue from
the County MTC in the amount of $124,200 for completion of the Oak Grove intersection
street project. The Parcel Tax appropriated funding to this project. Expenditures decreased
by $245,386 as Marsh Road Wall project was completed last fiscal year. The special Parcel
tax was not renewed past fiscal year 2017-18, and therefore the Town will not be collecting
the tax. It was a vital component of the Town capital improvement fund as it provided
approximately $1.48 Million toward the capital projects and $372,000 toward police services.
The Town approach was to save and spend monies in the special tax fund within our Town
Capital Improvement Program projects. During this fiscal year we continued with several
major capital projects from the five year CIP program. The Town began work on the Series
Street light project. This project total estimated cost was $840,000 and majority of funding
was from the Special Tax. The Town continued to work on Bike Pedestrian master plan
projects such as the Middlefield Class Il Bike lane. The Town worked on drainage projects as
plans and designs for drainage facility repair projects were completed, The Town removed
and replaced failed pipe within the storm drainage system along Stockbridge and Polhemus
Avenues and Camino Al Lago. During the year, the Town began the Stockbridge Valley
gutter replacement project. Plans and designs for drainage facilities repairs of the
Euclid/Parker ditch project should be completed in the Fiscal 2018-19.

Library Special Revenue Fund has a total fund balance of $12,628,503, all of which is
reserved for the library operation. Revenue was lower than prior year by $40,558 as return
of excess donor city funds received was $1,450,400. As of 2012-2013 fiscal year, all donor
funds are held in a separate trust for each city in the JPA. The town currently has $8,045,604
in the SMCL Donor trust fund. Funds will be remitted to cities once they use up all existing
funds. Current existing funds held by the Town are $4,586,335. The Library fund is funding
the new Library design and construction portion of the Town Civic Center as the Town
anticipates using all funds toward the project. The Town is expecting to withdrawal from the
SMCL donor trust fund once the Library construction begins.

General Fund Budgetary Highlights

During the year, the revenue budget increased by a total of $1,096,851 at mid-year. The
following are the main components of the increase:

$508,338 higher secured property tax
$38,276 higher unsecure property tax
$6,708 higher SB813 supplement income
$31,015 higher property tax in lieu VLF
$213,214 higher ERAF revenue.

$11,299 higher total sales tax

$12,373 higher franchise tax

$5,500 higher zoning and planning fees
$178,923 higher building revenue

$9,119 higher total police revenue
$9,936 higher park program revenue
$72,150 increase of revenue in miscellaneous, intergovernmental, and DPW
revenue categories

During the year there was also $157,444 increase in appropriations between the original and
final amended budget. The following are the main components of the increase:
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In Fiscal Year 2014-15, GASB 68 and 71 were implemented for Accounting and Financial
Reporting for Pensions. This established standards for measuring and recognizing liabilities,
deferred outflows of resources, and deferred inflows of resources, and expense/expenditures.

The net pension liability increased $2,140,058 over last fiscal year. As of FY 2017-18, the Town
of Atherton reports a net pension liability of $16,121,566 and is as follows;

Miscellaneous Employee Plan: $4,542,046
Safety Employees Plan: $11,579,520

The Town reported a deferred outflow of resources of $4,698,726 -and deferred inflow of
resources $1,381,396.

In Fiscal Year 2017-18, GASB 74 and 75 were implemented for the Accounting and Financial
Reporting for Postemployment Benefits Other than pensions. This establishes accounting and
financial reporting requirements for governments whose employees are provided with OPEB
benefits. It also includes requirements similar to pension reporting to address financial reporting
for assets accumulated for purposes of providing OPEB benefits. The Town with the
implementation of GASB 75 had a prior period adjustment to the beginning net position of
Governmental Activities in the amount $9,738,515. As of FY 2017-18, the Town of Atherton
reports a net OPEB liability of $4,010,576.

The Town reported a deferred outflow of resources of $2,479,162 and deferred inflow of
resources $21,610 for OPEB.

Economic Factors and Next Year’s Budgets

Property taxes are still the major revenue source for the Town and comprise 68% of the
General Fund revenues. Property Taxes increased 7.6% from the previous year of
$10,382,709, an indication that property sales within the town continues. As of FY 2018-19,
the Town experienced a Net Taxable Assessed Value increase of 7.06% for a total value of
$10.94 Billion. Expectations for FY 2018-19 property tax revenues should continue to show a
slight growth as the housing market prices in the Town continue to increase. The Town in
future years will be on the conservative assumption on property tax increases. For the
current budget, financial assumptions includes an increase in property tax revenue
projections at approximately 5 percent, and building revenue was increased by
approximately 2 percent. All other revenue sources are budgeted between 1 to 2 percent. In
certain revenues like park revenue, they were budgeted based on other percentages or
based on bookings history from previous year. We continue to monitor other Town revenues
as they remain stable. Sales tax has remained static around $315,000 since the elimination
of the In Lieu Sales Tax Triple Flip. The Town Parcel Tax revenue split was maintained at
80/20 percentage split in FY 2017-18 and contributed $1.4 Million towards capital projects
and $372,000 towards police services. The FY 2017-18 was the last year for collection of the
Tax. It was a vital source of revenue for capital project funding in the community. Beginning
FY 2018-19, the Town will no longer receive Parcel Tax for Capital Projects and Police
Services. The five year capital improvement programs were adjusted in the FY 2018-19
budget adoption. The Town is now in “save and spend” mode for priority capital projects. The
Town received $1,280,172 in ERAF for the Fiscal Year. ERAF was not specifically
earmarked in the FY 2018-19 budget however. As the Town anticipates using ERAF as a
contribution toward one-time capital projects such as the new civic center project.
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ASSETS

Cash and investments (Note 3)
Receivables:
Taxes
Interest
Other
Prepaids
Due from other funds (Note 4)

Total Assets
LIABILITIES

Accounts payable

Accrued liabilities

Due to other funds (Note 4)
Unearned revenue

Deposits payable

Note payable

Total Liabilities
FUND BALANCES

Fund balance (Note 6):
Nonspendable
Restricted
Committed
Assigned
Unassigned

Total Fund Balances

Total Liabilities and Fund Balances

TOWN OF ATHERTON

GOVERNMENTAL FUNDS
BALANCE SHEET
JUNE 30, 2018
Major Funds
Facilities Capital
Special Library Construction Improvement
Tax Special Special Capital Capital
General Fund Revenue Fund Revenue Fund Projects Fund Projects Fund
$21,671,331 $2,755,868 $12,631,939 $327,666 $5,488,064
135,739
95,884
11,360
58,400
7,032
$21,979,746 $2,755,868 $12,631,939 $327,666 $5,488,064
$527,406 $712,729 $3,436 $185,987 $29,200
288,327
59,120
3,601,685
156,495
4,633,033 712,729 3,436 185,987 29,200
58,400
2,043,139 12,628,503
1,809,753
620,859 141,679 5,458,864
14,857,701
17,346,713 2,043,139 12,628,503 141,679 5,458,864
$21,979,746 $2,755,868 $12,631,939 $327,666 $5,488,064

See accompanying notes to financial statements
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TOWN OF ATHERTON
Reconciliation of the
GOVERNMENTAL FUNDS -- BALANCE SHEET
with the
STATEMENT OF NET POSITION
JUNE 30,2018

Total fund balances reported on the governmental funds balance sheet

Amounts reported for Governmental Activities in the Statement of Net Position
are different from those reported in the Governmental Funds above because of the following:

CAPITAL ASSETS _
Capital assets used in Governmental Activities are not current assets or financial resources and
therefore are not reported in the Governmental Funds.

ALLOCATION OF INTERNAL SERVICE FUND NET POSITION
Internal service funds are not governmental funds. However they are used by management to

change the costs of certain activities, such as insurance and central services and maintenance

to individual governmental funds. The net current assets of the Internal Service Funds are therefore

included in the Governmental Activities in the following line items in the Statement of Net Position.
Cash and investments
Capital assets, net
Accounts payable
Compensated absences
Claims payable

DEFERRED INFLOWS AND OUTFLOWS OF RESOURCES
The balances below are not due and payable in the current period and therefore not reported in the funds:
Deferred outflows related to pensions
Deferred inflows related to pensions
Deferred outflows related to OPEB
Deferred inflows related to OPEB

LONG-TERM LIABILITIES

The liability below is not due and payable in the current period and therefore is not reported in the Funds:

Net OPEB liability
Net pension liability

NET POSITION OF GOVERNMENTAL ACTIVITIES

See accompanying notes to financial statements
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$40,249,386

33,460,390

3,191,003
393,694
(9,937)
(641,757)
(4,510)

4,698,726

(1,381,396)
21,610

(2,479,162)

(4,010,576)
(16,121,566)

$57,365,905







TOWN OF ATHERTON
GOVERNMENTAL FUNDS
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
FOR THE YEAR ENDED JUNE 30, 2018

Major Funds
Special : Facilities Capital
Tax Special Library Construction Improvement
Revenue Special Capital Capital
General Fund Fund Revenue Fund Projects Fund Projects Fund
REVENUES
Property taxes $11,191,973 $1,450,400
Special assessments $1,870,015
Sales taxes 313,155
Other taxes 1,280,856
Measure A grants
From other governmental agencies 17,218 $172,047
Permit and licenses 240,031 4,892
Fines and forfeitures 329,646
Service charges 2,890,472
Use of money and property 337,627 26,194 134,589 $3,114
Miscellaneous 46,090 124,200 ’ 66,939

Total Revenues 16,647,068 2,020,409 1,584,989 70,053 176,939

EXPENDITURES
Current:

General government 2,119,621 5,674

Planning 281,528

Building 1,274,728

Police 6,762,763

Public works 1,517,689 400,000 702,971

Non-departmental 51,218

Capital outlay 108,693 1,367,568 785,798 1,206,583
Total Expenditures 12,065,022 1,773,242 51,218 1,488,769 1,206,583
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES 4,582,046 247,167 1,533,771 (1,418,716) (1,029,644)
Other Financing Sources (uses):
Transfers in (Note 4) 372,000 547,883 165,000
Transfers (out) (Note 4) (614,258) (372,000) (547,883)

Total Other Financing Sources (uses) (242,258) (372,000) (547,883) 547,883 165,000
Net change in fund balances 4,339,788 (124,833) 985,888 (870,833) (864,644)
BEGINNING FUND BALANCES 13,006,925 2,167,972 11,642,615 1,012,512 6,323,508
ENDING FUND BALANCES $17,346,713 $2,043,139 $12,628,503 $141,679 $5,458,864

See accompanying notes to financial statements
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TOWN OF ATHERTON
Reconciliation of the
NET CHANGE IN FUND BALANCES - TOTAL GOVERNMENTAL FUNDS
with the
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2018

The schedule below reconciles the Net Changes in Fund Balances reported on the Governmental Funds Statement of
Revenues, Expenditures and Changes in Fund Balance, which measures only changes in current assets, current liabilities
and current deferred outflows/inflows of resources on the modified accrual basis, with the Change in Net Position of
Governmental Activities reported in the Statement of Activities, which is prepared on the full accrual basis.

NET CHANGE IN FUND BALANCES - TOTAL GOVERNMENTAL FUNDS $3,875,347

Amounts reported for governmental activities in the Statement of Activities
are different because of the following:

CAPITAL ASSETS TRANSACTIONS

Governmental Funds report capital outlays as expenditures. However,
in the Statement of Activities the cost of those assets is capitalized and allocated over
their estimated useful lives and reported as depreciation expense.
The capitalized expenditures are therefore added back to fund balance 4,195,295
Depreciation expense is deducted from the fund balance ' (1,518,868)

ACCRUAL OF NON-CURRENT ITEMS

The amounts below included in the Statement of Activities do not provide or (require) the use of
current financial resources and therefore are not reported as revenue or expenditures in
governmental funds (net change):
Net OPEB liabilities and OPEB-related deferred outflows/inflows of resources 208,565
Net pension liabilities and pension-related deferred outflows/inflows of resources (648,410)

ALLOCATION OF INTERNAL SERVICE FUND ACTIVITY
Internal Service Funds are used by management to charge the costs of certain activities
such as equipment acquisition, maintenance, and insurance to individual funds.
The portion of the net revenue (expense) of these Internal Service Funds arising out of their
transactions with governmental funds is reported with governmental activities,
because they service those activities.
Change in Net Position - All Internal Service Funds 443,318

CHANGE IN NET POSITION OF GOVERNMENTAL ACTIVITIES $6,555,247

See accompanying notes to financial statements
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TOWN OF ATHERTON
SPECIAL TAX SPECIAL REVENUE FUND
STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 30, 2018

Variance with

Budgeted Amounts Final Budget
Positive
Original Final Actual Amounts (Negative)
REVENUES:
Special assessments $1,860,000 $1,860,000 $1,870,015 $10,015
Use of money and property 26,194 26,194
Total Revenues 1,860,000 1,860,000 2,020,409 160,409
EXPENDITURES:
Current:
General government _ 5,674 (5,674)
Public works 650,000 650,000 400,000 250,000
Capital outlay 2,080,000 3,374,781 1,367,568 2,007,213
Total Expenditures 2,730,000 4,024,781 1,773,242 2,251,539
EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES (870,000) (2,164,781) 247,167 2,411,948
OTHER FINANCING SOURCES (USES)
Transfers (out) (Note 4) (372,000) (372,000) (372,000)
Total Other Financing Sources (Uses) (372,000) (372,000) (372,000)
Net change in fund balance. ($1,242,000) ($2,536,781) (124,833) $2,411,948
Fund Balance, beginning of year 2,167,972
Fund Balance, end of year $2,043,139

See accompanying notes to financial statements
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TOWN OF ATHERTON
PROPRIETARY FUND
STATEMENT OF NET POSITION
JUNE 30, 2018

ASSETS
Current assets
Cash and investments (Note 3)

Total current assets

Noncurrent Assets:
Capital assets (Note 5):
Depreciable
Less accumulated depreciation

Total capital assets
Total noncurrent assets
Total Assets

LIABILITIES
Current liabilities:
Accounts payable
Compensated absences (Note 1G)
Claims payable (Note 9)

Total current liabilities

Non-current liabilities:
Compensated absences (Note 1G)

Total noncurrent liabilities
Total Liabilities
NET POSITION (Note 6):
Net investment in capital assets

Unrestricted

Total Net Position

Governmental
Activities -
Internal Service
Funds

__ 83,191,003
3,191,003

1,382,644

(988,950

393,694

393,694

3,584,697

9,937
356,662
4,510

371,109

285,095
285,095

656,204
393,694
2,534,799

$2,928,493

See accompanying notes to financial statements
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TOWN OF ATHERTON
PROPRIETARY FUND
STATEMENT OF CASHFLOWS

FOR THE YEAR ENDED JUNE 30, 2018

CASH FLOWS FROM OPERATING ACTIVITIES
Interdepartmental charges
Payments to employees for benefits
Payments to suppliers

Cash Flows from Operating Activities
CASH FLOWS FROM NONCAPITAL

FINANCING ACTIVITIES
Transfers in

Cash Flow from Noncapital Financing Activities

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Acquisition of capital assets, net

Cash Flow from Capital and Related Financing Activities

CASH FLOWS FORM INVESTING ACTIVITIES
Interest received

Cash Flow from Investing Activities
Net Cash Flows
Cash and investments at beginning of period

Cash and investment at end of period

Reconciliation of Operating Income to Cash Flows

from Operating Activities
Operating income

Adjustments to reconcile operating income to cash flows

from operating activities:

Depreciation

Changes in assets and liabilities:
Accounts payable
Claims payable
Compensated absences

Cash Flows from Operating Activities

See accompanying notes to financial statements
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Governmental
Activities-
Internal Service
Funds

$1,504,545
(756,414)

(806,105)
(57,974)

449,258

449,258

(196,737)
(196,737)

30,329
30,329
224,876
2,966,127

$3,191,003

($36,269)

127,431
(103,061)
(41,371)
(4,704)

(857,974)






TOWN OF ATHERTON

FIDUCIARY FUNDS
STATEMENT OF NET POSITION
JUNE 30, 2018
OPEB Agency
Trust Fund Funds
ASSETS
Cash and investments (Note 3) $6,259,170 $32,097
Total Assets $6,259,170 $32,097
LIABILITIES
Deposits payable $32,097
Total Liabilities $32,097
NET POSITION
Restricted for OPEB benefits $6,259,170
Total Net Position $6,259,170

See accompanying notes to financial statements
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TOWN OF ATHERTON
NOTES TO BASIC FINANCIAL STATEMENTS
For the Year Ended June 30, 2018

|T‘IOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) ]

B.

Basis of Presentation (Continued)

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 and, therefore, are clearly identifiable to a
particular function. Program revenues include (a) charges paid by the recipients of goods or
services offered by the programs, (b) grants and contributions that are restricted to meeting the
operational needs of a particular program and (c) fees, grants and contributions that are restricted
to financing the acquisition or construction of capital assets. Revenues that are not classified as
program revenues, including all taxes, are presented as general revenues. :

Fund Financial Statements: The fund financial statements provide information about the
Town's funds, including fiduciary funds and blended component units. Separate statements for
each fund category—governmental, proprietary, and fiduciary—are presented. The emphasis of
fund financial statements is on major individual governmental and enterprise funds, each of
which is displayed in a separate column. All remaining governmental and enterprise funds are
aggregated and reported as nonmajor funds.

Proprietary fund operating revenues, such as charges for services, result from exchange
transactions associated with the principal activity of the fund. Exchange transactions are those in
which each party receives and gives up essentially equal values. Nonoperating revenues, such as
investment earnings, result from nonexchange transactions or ancillary activities.

Major Funds

Major funds are defined as funds that have either assets and deferred outflows of resources,
liabilities and deferred inflows of resources, revenues or expenditures/expenses equal to ten
percent of their fund-type total and five percent of the grand total. The General Fund is always a
major fund. The Town may also select other funds it believes should be presented -as major
funds.

The Town reported the following major governmental funds in the accompanying financial
statements:

General Fund - Accounts for all the general revenues and financial resources of the Town
not specifically levied or collected for the other Town funds, as well as the related
expenditures.

Special Tax Special Revenue Fund — Accounts for parcel tax assessments received from
property owners to be used for the maintenance of streets and drainage, and police services.

Library Special Revenue Fund - Accounts for property tax funds dedicated to the Town’s
library operations.

Facilities Construction Capital Projects Fund - Accounts for the funds dedicated to facilities
construction.

Capital Improvement Capital Projects Fund - Accounts for capital improvement
construction costs and financing sources.
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TOWN OF ATHERTON
NOTES TO BASIC FINANCIAL STATEMENTS
For the Year Ended June 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) I

E.

Deferred Outflows/Inflows of Resources

In addition to assets, the statement of financial position or balance sheet reports a separate section
for deferred outflows of resources. This separate financial statement element, deferred outflows
of resources, represents a consumption of net position or fund balance that applies to a future
period(s) and so will not be recognized as an outflow of resources (expense/expenditure) until
then.

In addition to liabilities, the statement of financial position or balance sheet reports a separate
section for deferred inflows of resources. This separate financial statement element, deferred
inflows of resources, represents an acquisition of net position or fund balance that applies to a
future period(s) and so will not be recognized as an inflow of resources (revenue) until that time.

Property Tax

Revenue is recognized in the period for which the tax and assessment is levied. The County of
San Mateo levies, bills and collects property taxes and sewer charges for the Town; the County
remits the entire amount levied and handles all delinquencies, retaining interest and penalties.
Secured and unsecured property taxes are levied on January 1.

Secured property tax is due in two installments, on November 1 and February 1, and becomes a
lien on those dates. It becomes delinquent on December 10 and April 10, respectively.
Unsecured property tax is due on January 1 and becomes delinquent on August 31.

The term “unsecured” refers to taxes not secured by real property. These taxes are liens on the
person or company named on the tax bill. Property tax revenues are recognized by the Town in
the fiscal year they are assessed provided they become available as defined above.

San Mateo County distributes property taxes to jurisdictions according to the “alternate method of
property tax distribution” known as the Teeter Plan. Under this plan, the County remits 100% of
the levied taxes to the appropriate jurisdictions by June 30 each year, pursuing delinquencies and
keeping related late penalties to cover their costs.
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TOWN OF ATHERTON
NOTES TO BASIC FINANCIAL STATEMENTS
For the Year Ended June 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) I

J.

OPEB Liabilities, OPEB Expenses and Deferred Outflows/Inflows of Resources Related to
OPEB

For purposes of measuring the net OPEB liability, deferred outflows of resources and deferred
inflows of resources related to OPEB, and OPEB expense, information about the fiduciary net
position of the Town’s OPEB Plan and additions to/deductions from the OPEB Plan’s fiduciary
net position have been determined on the same basis as they are reported by PARS Trust. For this
purpose, benefit payments are recognized when currently due and payable in accordance with the
benefit terms. Investments are reported at fair value

Implementation of Governmental Accounting Standards Board (GASB) Pronouncements

The following Governmental Accounting Standards Board (GASB) pronouncements that were -
effective in fiscal year 2017-18:

Governmental Accounting Standards Board (GASB) Statement No. 75 — Accounting and
Financial Reporting for Post-employment Benefits Other than Pensions. The primary objective of
this Statement is to improve accounting and financial reporting by state and local governments for
post-employment benefits other than pensions (other post-employment benefits or OPEB). It also
improves information provided by state and local governmental employers about financial
support for OPEB that is provided by other entities. This Statement replaces the requirements of
Statements No. 45, Accounting and Financial Reporting by Employers for Postemployment
Benefits Other Than Pensions, as amended, and No. 57, OPEB Measurements by Agent
Employers and Agent Multiple-Employer Plans, for OPEB. Statement No. 74, Financial
Reporting for Postemployment Benefit Plans Other Than Pension Plans, establishes new

. accounting and financial reporting requirements for OPEB plans. See Note 8 for additional

information.

Governmental Accounting Standards Board (GASB) Statement No. 81 — Irrevocable Split-
Interest Agreements. This statement requires that a government that receives resources pursuant
to an irrevocable split-interest agreement recognize assets, liabilities and deferred inflows of
resources at the inception of the agreement. Furthermore, this statement requires that a
government recognize assets representing its beneficial interests in irrevocable split-interest
agreements that are administered by a third party, if the government controls the present service
capacity of the beneficial interests. This statement requires that a government recognize revenue
when the resources become applicable to the reporting period. This statement had no effect on the
Town’s financial statements.

Governmental Accounting Standards Board (GASB) Statement No. 85 — Omnibus 2017. The
objective of this Statement is to address practice issues that have been identified during
implementation and application of certain GASB Statements. This Statement addresses a variety
of topics including issues related to blending component units, goodwill, fair value measurement
and application, and postemployment benefits (pensions and other postemployment benefits
[OPEB]). See Note 8 for additional information.
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TOWN OF ATHERTON
NOTES TO BASIC FINANCIAL STATEMENTS
For the Year Ended June 30, 2018

NOTE 2 - BUDGETS AND BUDGETARY ACCOUNTING (Continued) I

B. Expenditures in Excess of Budget

The funds below incurred expenditures in excess of their budgets on departmental level in the
amounts below for the year ended June 30, 2018:

Fund Name Amount
General Fund:
Planning : $1,778
Major Special Revenue Funds:
Special Tax
General Government 5,674
Nonmajor Special Revenue Funds:
County Measure A
Public Works 18,483
Gas Tax
Public Works 6,031
Supplemental Law Enforcement Services/COPS Grants
Police 69,591

[NOTE 3 - CASH AND INVESTMENTS |

The Town’s dependence on property tax receipts requires it to maintain significant cash reserves to
finance operations during the remainder of the year. The Town receives property tax in November
(5%), December (45%), March (5%), April (35%), May (5%) and June (5%). The Town pools cash
from all sources and all funds except Cash with Fiscal Agents so that it can be invested at the
maximum yield, consistent with safety and liquidity, while individual funds can make expenditures
at any time.

A. Policies

California Law requires banks and savings and loan institutions to pledge government securities
with a market value of 110% of the Town’s cash on deposit or first trust deed mortgage notes with a
value of 150% of the Town’s cash on deposit as collateral for these deposits. Under California
Law, this collateral is held in an investment pool by an independent financial institution in the
Town’s name and places the Town ahead of general creditors of the institution pledging the
collateral.

The Town’s investments are carried at fair value, as required by generally accepted accounting
principles. The Town adjusts the carrying value of its investments to reflect their fair value at each
fiscal year end, and it includes the effects of these adjustments in income for that fiscal year. In the
Town’s case, fair value equals fair market value, since all of the Town’s investments are readily
marketable.
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TOWN OF ATHERTON
NOTES TO BASIC FINANCIAL STATEMENTS

For the Year Ended June 30, 2018

INOTE 3 - CASH AND INVESTMENTS (Continued) |

D.

Interest Rate Risk

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value
of an investment. Normally, the longer the maturity of an investment, the greater the sensitivity of
its fair value to changes in market interest rates. The Town generally manages its interest rate risk

by holding investments to maturity.

Information about the sensitivity of the fair values of the Town’s investments (including
investments held by bond trustees) to market interest rate fluctuations is provided by the following

table that shows the distribution of the Town’s investments by maturity or earliest call date:

12 Months 13to 24
Investment Type or less Months Total
U.S. Treasury Notes $991,924 $983,750 $1,975,674
U.S. Agency Securities 4,976,202 5,610,987 10,587,189
Corporate Notes 2,492,744 494,552 2,987,296
San Mateo County Investment Pool
(SMCL Donor Trust Fund) 8,045,604 8,045,604
California Local Agency Investment Fund 21,923,227 21,923,227
Money Market Mutual Fund 7,633,528 7,633,528
Total Investments $46,063,229 $7,089,289 53,152,518
Cash in Banks 1,942,076
Petty Cash 875
Total Cash 1,942,951
Total Cash and Investments $55,095,469
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TOWN OF ATHERTON
NOTES TO BASIC FINANCIAL STATEMENTS
For the Year Ended June 30, 2018

NOTE 3 - CASH AND INVESTMENTS (Continued) l

H.

San Mateo County Investment Pool

The Town’s investment held under San Mateo Library Donor Trust Fund was invested by the San
Mateo Library (Library) in the San Mateo County Investment Fund (SMCIF) that is regulated by
California Government Code Section 53600 under the oversight of the treasurer of the County of
San Mateo. The Town reports its investment in SMCIF at the fair value amount provided by the
Library. The balance available for withdrawal is based on the accounting records maintained by
SMCIF, which are recorded on an amortized cost basis. Included in SMCIF’s investment portfolio
are U.S. Treasury Notes, obligations issued by agencies of the U.S. Government, LAIF, corporate
notes, commercial paper, collateralized mortgage obligations, mortgage-backed securities, other
asset-backed securities, and floating rate securities issued by federal agencies, government-
sponsored enterprises, and corporations. The Town reports its investments in SMCIF at the fair
value amounts provided by SMCIF, which is the same as the value of the pool share.

Fair Value Hierarchy

The Town categorizes its fair value measurements within the fair value hierarchy established by
generally accepted accounting principles. The hierarchy is based on the valuation inputs used to
measure fair value of the assets. Level 1 inputs are quoted prices in an active market for identical
assets; Level 2 inputs are significant other observable inputs; and Level 3 inputs are significant
unobservable inputs.

The following is a summary of the fair value hierarchy of the fair value of investments of the
Town as of June 30, 2018:

Investment Type Level 1 Level 2 Total
Investments by Fair Value Level:
U.S. Treasury Notes $1,975,674 $1,975,674
U.S. Agency Securities $10,587,189 10,587,189
Corporate Notes 2,987,296 2,987,296
Subtotal $1,975,674 $13,574,485 15,550,159

Investments Measured at Amortized Cost:
Money Market Mutual Funds 7,633,528

Investments Exempt from Fair Value Hierarchy

San Mateo County Investment Pool 8,045,604
California Local A gency Investment Fund 21,923,227
Total Inves tments $53,152,518

U.S. Treasury Notes, classified in Level 1 of the fair value hierarchy, are valued using quoted
prices in active markets. U.S. Agency Securities and Corporate Notes, classified in Level 2 of the
fair value hierarchy, are valued using quoted prices for a non-active market portfolio at fiscal
year-end. These prices are obtained from various pricing sources by our custodian bank. Fair
value is defined as the quoted market value on the last trading day of the period. Money market
funds were reported at amortized cost.
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TOWN OF ATHERTON
NOTES TO BASIC FINANCIAL STATEMENTS
For the Year Ended June 30, 2018

NOTE 5 - CAPITAL ASSETS I

All capital assets are valued at historical cost or estimated historical cost if actual historical cost is
not available. Contributed capital assets are valued at their estimated acquisition value on the date
contributed.

The Town has recorded all its public domain (infrastructure) capital assets, which include streets
and roads, curbs and gutters, traffic control devices, drainage systems and street lighting systems.

All capital assets with limited useful lives are depreciated over their estimated useful lives. The
purpose of depreciation is to spread the cost of capital assets equitably over the life of these assets.
The amount charged to depreciation expense each year represents that year’s pro rata share of the
cost of capital assets. -

The Town has set the capitalization threshold at $5,000 for capital assets, except for infrastructure
at $100,000, and a half year of depreciation is recorded in the year of acquisition. Depreciation is
provided using the straight line method which means the cost of the asset is divided by its expected
useful life in years and the result is charged to expense each year until the asset is fully depreciated.
The Town has assigned the useful lives listed below to capital assets:

Buildings 40 years
Other improvements 20 years
Computer Equipment and Software 3 years
Fumiture and fixtures 10years
Vehicles 5to 10 years
Machinery and Equipment 5to 20 years
Infrastructure 20to 50 years

Major outlays for capital assets and improvements are capitalized as projects are constructed.
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TOWN OF ATHERTON
NOTES TO BASIC FINANCIAL STATEMENTS
For the Year Ended June 30, 2018

NOTE 5 - CAPITAL ASSETS (Continued) |

B. Capital Asset Contributions
Some capital assets may be acquired using federal and State grant funds, or they may be contributed
by developers or other governments. These contributions are accounted for as revenues at the time
- the capital assets are contributed.

C. Depreciation Allocation

Depreciation expense is charged to functions and programs based on their usage of the related
assets. The amounts allocated to each function or programs are as follows:

Public works $1,493,044
Building 6,694
Police 19,130
Governmental activities subtotal 1,518,868
Internal Service Fund 127,431
Total $1,646,299

NOTE 6 - FUND BALANCES AND NET POSITION

A. Net Position

Net Position is the excess of all the Town’s assets and deferred outflows over all its liabilities and
deferred inflows, regardless of fund. Net Position is divided into three captions. These captions
apply only to Net Position, which is determined only at the Government-wide level, and are
described below:

Net Investment in Capital Assets describes the portion of Net Position which is represented by the
current net book value of the Town’s capital assets, less the outstanding balance of any debt issued
to finance these assets.

Restricted describes the portion of Net Position which is restricted as to use by the terms and
conditions of agreements with outside parties, governmental regulations, laws, or other restrictions
which the Town cannot unilaterally alter. These principally include developer fees received for use
on capital projects, debt service requirements, and Federal and State grant funds.

Unrestricted describes the portion of Net Position which is not restricted to use.
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TOWN OF ATHERTON
NOTES TO BASIC FINANCIAL STATEMENTS
For the Year Ended June 30, 2018

NOTE 6 - FUND BALANCES AND NET POSITIONS (Continued) l

B.

Fund Balances (Continued)

Detailed classifications of the Town’s Fund Balances, as of June 30, 2018, are below:

Nonspendable:
Prepaids

Total Nonspendable

Restricted for:

Street drainage and police services

Library operations

Measure A

Supplemental law enforcement
services / COPS Grant

Evans Creative Design

Measure M

Refuse Services

Channel Drainage District

Total Restricted

Committed to:
Emergency disaster

Total Committed

Assigned to:
Tennis program
Building department operations
Tree Committee
Capital projects

Total Assigned
Unassigned

Total Unassigned

Total Fund Balances

Major Major
Special Revenue Funds Capital Projects Funds Other
General Facilities Capital Governmental
Fund Special Tax Library Construction Improvement Funds Total

$58,400 $58,400
58,400 58,400
$2,043,139 2,043,139
$12,628,503 12,628,503
$555,815 555,815
302 302
7,351 7,351
244,853 244,853
1,540,849 1,540,849
279,600 279,600
2,043,139 12,628,503 2,628,770 17,300,412
1,809,753 1,809,753
1,809,753 1,809,753
181,709 181,709
434,296 434,296
4,854 4,854
$141,679 $5,458,864 30,829 5,631,372
620,859 141,679 5,458,864 30,829 6,252,231
14,857,701 (29,111) 14,828,590
14,857,701 (29,111) 14,828,590
$17,346,713 $2,043,139  $12,628,503 $141,679 $5,458.864  $2,630,488  $40,249,386

General Fund Committed Fund Balance for Emergency Disaster

The Town Council has committed to set aside 15 percent of the actual annual General Fund
operating expenditures specifically for emergency contingencies defined as a state of Federal
and/or State emergency or declaration of a local emergency as defined in Atherton’s Municipal
Code Section 2.44.010.

General Fund Unassigned Fund Balance Policy

The Town Council established the General Fund unassigned fund balance policy such that in no
circumstances shall the total General Fund unassigned fund balance be less than 20% of the
actual annual operating expenditures.
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TOWN OF ATHERTON
NOTES TO BASIC FINANCIAL STATEMENTS
For the Year Ended June 30, 2018

NOTE 7 - PENSION PLAN (Continued) |

A.

General Information about the Pension Plans (Continued)

Town’s labor contracts (MOU) require the Town to pay the employees’ contributions as well as
employer’s portion, except for the sworn officers, who are responsible for 2% of 9% after the Town
makes a 7% contribution for them. However, as of July 1, 2013, Miscellaneous Plan employees
started to pay their own portion of the required employee contribution rate of 7%. The Town and
the Atherton Police Officers Association (APOA) adopted a new MOU on October 1, 2013.
Effective on January 1, 2014, the Town’s payment of the employee share of the mandatory member
contribution for the CalPERS retirement benefit shall be 5%. Effective January 1, 2015, the Town’s
payment of the employee share of the mandatory member contribution shall be reduced to 2.5%.
Effective January 1, 2016, the Town shall cease paying any portion of the employees’ share and the
employees shall pay 100% of the employee share of the mandatory member contribution, presently
9% for sworn and 7% for civilian.

The Plan’s provisions and benefits in effect at June 30, 2018, are summarized as follows:

Mis cellaneous

Prior to On or after
Hire date January 1, 2013 January 1, 2013
Benefit formula 2% @ 55 2% @ 62
Benefit vesting schedule 5 years service 5 years service
Benefit payments monthly for life monthly for life
Retirement age 50-63 or older 52-67 or older
Monthly benefits, as a % of eligible compensation 1.426% to 2.418% 1% to 2.5%
Required employee contribution rates 7.0% 6.5%
Required employer contribution rates 9.096% 6.908%

Safety

Prior to On or after
Hire date January 1, 2013 January 1, 2013
Benefit formula 3% @ 50 2.7% @ 57
Benefit vesting schedule 5 years service 5years service
Benefit payments monthly for life monthly for life
Retirement age 50-55 or older 50-57 or older
Monthly benefits, as a % of eligible compensation 3% 2% to 2.7%
Required employee contribution rates 9.00% 12.25%

21.418% 12.729%

Required employer contribution rates

Beginning in fiscal year 2016, CalPERS collects employer contributions for the cost-sharing plan
as a percentage of payroll for the normal cost portion as noted in the rates above and as a dollar
amount for contributions toward the unfunded liability and side fund. The dollar amounts are
billed on a monthly basis. The Town’s required contribution for the unfunded liability was
$657,860 in fiscal year 2018.
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INOTE 7 - PENSION PLAN (Continued) |

B. Pension Liabilities, Pension Expenses and Deferred Outflows/Inflows of Resources Related to
Pensions (Continued)

For the year ended June 30, 2018, the Town recognized pension expense of $1,937,251. At June
30, 2018, the Town reported deferred outflows of resources and deferred inflows of resources

related to pensions from the following sources:

Miscellaneous - Classic & PEPRA

Deferred Outflows Deferred Inflows
of Resources of Resources
Pension contributions subsequent to measurement date $349,365
Differences between actual and expected experience 6,048 ($86,648)
Changes in assumptions 750,408 (57,219)
Change in employer's proportion and differences between
the employer’s contributions and the employer’s
proportionate share of contributions (355,025)
Change in employer proportion 89,198 (157,495)
Net differences between projected and actual earnings
on plan investments 169,711
Total $1,364,730 ($656,387)
Safety - Classic & PEPRA
Deferred Outflows Deferred Inflows
of Resources of Resources
Pension contributions subsequent to measurement date $939,476
Differences between actual and expected experience 120,971 ($31,540)
Changes in assumptions 1,754,378 (134,601)
Change in employer's proportion and differences between
the employer’s contributions and the employer’s
proportionate share of contributions (427,417)
Change in employer proportion 136,648 (131,451)
Net differences between projected and actual eamings
on plan investments 382,523
Total $3,333,996 ($725,009)
Grand total $4,608,726 ($1,381,396)
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NOTE 7 - PENSION PLAN (Continued) I

B.

Pension Liabilities, Pension Expenses and Deferred Outflows/Inflows of Resources Related to
Pensions (Continued)

Change of Assumptions — For the measurement date of June 30, 2017, the accounting discount
rate was reduced from 7.65 to 7.15 percent.

Discount Rate — The discount rate used to measure the total pension liability was 7.15% for the
Plan. To determine whether the municipal bond rate should be used in the calculation of a
discount rate for each plan, CalPERS stress tested plans that would most likely result in a
discount rate that would be different from the actuarially assumed discount rate. Based on the
testing, none of the tested plans run out of assets. Therefore, the current 7.15 percent discount rate
is adequate and the use of the municipal bond rate calculation is not necessary. The long term
expected discount rate of 7.15 percent will be applied to all plans in the Public Employees
Retirement Fund (PERF). The stress test results are presented in a detailed report that can be
obtained from the CalPERS website.

The long-term expected rate of return on pension plan investments was determined using a
building-block method in which best-estimate ranges of expected future real rates of return
(expected returns, net of pension plan investment expense and inflation) are developed for each
major asset class.

In determining the long-term expected rate of return, CalPERS took into account both short-term
and long-term market return expectations as well as the expected pension fund cash flows. Using
historical returns of all the funds’ asset classes, expected compound returns were calculated over
the short-term (first 10 years) and the long-term (11-60 years) using a building-block approach.
Using the expected nominal returns for both short-term and long-term, the present value of
benefits was calculated for each fund. The expected rate of return was set by calculating the
single equivalent expected return that arrived at the same present value of benefits for cash flows
as the one calculated using both short-term and long-term returns. The expected rate of return was
then set equivalent to the single equivalent rate calculated above and rounded down to the nearest
one quarter of one percent.

The table below reflects the long-term expected real rate of return by asset class. The rate of

return was calculated using the capital market assumptions applied to determine the discount rate
and asset allocation. These rates of return are net of administrative expenses.
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NOTE 8 — POST EMPLOYMENT HEALTH CARE BENEFITS |

A.

General Information about the Town’s Other Post Employment Benefit (OPEB) Plan and the
OPEB Trust Fund

OPEB Trust Fund Plan Administrator - The City Manager is the Town’s appointed plan
administrator to act on behalf of the Town. The Public Agency Retirement Services (PARS)
administers the trust for the Town’s retiree healthcare benefit plan.

Plan Description — The Town’s Post Employment Benefit Plan is a single-employer defined
benefit OPEB plan. By Town Council resolution, the Town provides certain medical benefits for
employees and dependents who retire directly from the Town at fifty years or older and who are
vested in the California Public Employees Retirement System (CalPERS).

Benefits Provided — The Town of Atherton participates in the CalPERS medical program. Retirees
who qualify for a CalPERS pension are entitled to employer paid CalPERS medical benefits as
described below. The Town does not pay for dental, vision or other health and welfare benefits for
retirees.

Employees who retire from the Town, receive a PERS pension and continue their CalPERS medical
coverage are eligible to receive the benefit described below. This benefit continues throughout the
life of the retiree and surviving spouse.

Management Employees (non-represented), hired before adoption of Management Resolution
on November 17, 2010 - The Town pays 100% of premiums for any medical coverage and any
family status.

Management Employees (non-represented), hired after adoption of November 17, 2010 and
before June 30, 2013 - The Town pays up to a maximum of the single employee Kaiser premium
regardless of family status. A spouse or dependent is only covered if the employee's premium is less
than this maximum. After age 65, the Town pays up to a maximum of the reduced post age 65
single employee Kaiser premium.

Employees retiring from the Town and CalPERS concurrently with at least 5 years of service will
receive the basic Public Employees Medical and Hospital Care Act (PEMHCA) minimum
contribution by law.

Management Employees (non-represented), hired on or after July 1, 2013 - The Town pays the
CalPERS minimum benefit.

APOA Police Officers, retired before October 1, 2013 - The Town pays a maximum monthly
benefit of $1,247.06 which is assumed to not increase in the future. APOA employees retiring on
disability from employment of the Town while in a job classification covered by this MOU and said
disability arising from employment with the Town, shall be exempt from this cap.
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NOTE 8 - POSTEMPLOYMENT HEALTH CARE BENEFITS (Continued) I

B.

Net OPEB Liability

Actuarial Methods and Assumptions — The Town’s net OPEB liability and total OPEB liability
were determined by an actuarial valuation based on the following dates, actuarial methods and

assumptions:
Actuarial Assumptions June 30, 2018 Measurement Date
Valuation Date e June 30, 2018
Actuarial Cost Method e Entry Age Normal
_—— . » The Town intends to contribute the full ADC to the PARS trust
Contribution Policy
each year
Discount Rate and Long Term
Expected Rate of Return on = 6.00%, based on PARS investment allocation Moderate
Investment '
Inflation *2.0% per annum
Payroll Increases = 3.25% annual increases
; = Pre-65: 5.62% for 2018, increasing to 7.80% in 2024, decreasing to
il A 5.68% in 2030 and later years
» Post-65: 3.04% for 2018 increasing to 5.00% in 2019 and later years
Mortality = Ca]PERS 2014 Scale MP-2014

OPEB Trust Fund Investment Policy - PARS offers different investment portfolios as part of
the investment vehicle. The Town has elected to invest pre-funded contributions using a
Moderate Index Plus portfolio. The investment objective of this strategy is to provide current
income and moderate capital appreciation.

The target allocation and best estimates of arithmetic real rates of return for each major asset class
are summarized in the following table:

Long-Term
Target Expected Real
Asset Class Allocation Rate of Return
Equity 48.25% 5.65%
Fixed income 45.00% 1.39%
REITS 1.75% 5.06%
Cash 5.00% 0.00%

Total 100.00%

The long-term expected real rate of return used JPMorgan arithmetic Long Term Capital Market
assumptions and expected inflation of 2.26%.

The above table shows the target asset allocation in the PARS Trust Moderate investment policy.
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TOWN OF ATHERTON
NOTES TO BASIC FINANCIAL STATEMENTS

For the Year Ended June 30, 2018

NOTE 8 - POSTEMPLOYMENT HEALTH CARE BENEFITS (Continued) I

D.

Sensitivity of the Net OPEB Liability to Changes in the Discount Rate and Healthcare Cost
Trend Rates

The following presents the net OPEB liability of the Town, as well as what the Town's net OPEB
liability would be if it were calculated using a discount rate that is 1-percentage-point lower or 1-
percentage-point higher than the current discount rate:

Net OPEB Liability
Discount Rate -1% Current Discount Rate Discount Rate +1%
(5.00%) (6.00%) (7.00%)
$5,395,976 $4,010,576 $2,888,077

The following presents the net OPEB liability of the Town, as well as what the Town's net OPEB
liability would be if it were calculated using healthcare cost trend rates that are 1-percentage-point
lower or 1-percentage-point higher than the current healthcare cost trend rates as discussed above:

Net OPEB Liability
Current Healthcare Cost
1% Decrease Trend Rates 1% Increase
$2,898,978 $4,010,576 $5,359,239

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

For the year ended June 30, 2018, the Town recognized OPEB expense of $284,723. At June 30,
2018, the Town reported deferred outflows and inflows of resources related to OPEB from the
following sources:

Deferred Outflows Deferred Inflows
of Resources of Resources
Differences between actual and expected experience ($495,537)
Changes of assumptions ) (1,983,625)
Net differences between projected and actual earnings on
plan investments $21,610
Total $21,610 ($2,479,162)
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TOWN OF ATHERTON
NOTES TO BASIC FINANCIAL STATEMENTS
For the Year Ended June 30, 2018

INOTE 9 - RISK MANAGEMENT |

B.

Uninsured Claims

The Town’s liability for uninsured claims, including estimated claims incurred but not reported, was
estimated by management based on prior years claims experience and was computed as follows as of
June 30:

2018 2017
Beginning balance $45,881 $35,662
Net change in claims Labilities (61,441) 32,605
Claims paid 20,070 (22,386)
Ending balanpe $4,510 $45,881
Claims liabilities due within a year $4,510 ‘ $45,881

For the years ended June 30, 2018, 2017 and 2016 the amount of settlements did not exceed
insurance coverage.

NOTE 10 - JOINT POWERS AUTHORITIES

The Town participates in joint ventures discussed below through separate entities established under
the Joint Exercise of Powers Act of the State of California. As separate legal entities, these entities
exercise full powers and authorities within the scope of the related Joint Powers Agreements
including the preparation of annual budgets, accountability for all funds, the power to make and
execute contracts and the right to sue and be sued. Each joint venture is governed by a board
consisting of representatives from member municipalities. Each board controls the operations of the
respective joint venture, including selection of management and approval of operating budgets,
independent of any influence by member municipalities beyond their representation on that board.
Obligations and liabilities of these joint ventures are not the Town's responsibility and the Town
does not have an equity interest in the assets of each joint venture except upon dissolution of the
joint venture. The Joint Powers Agreement is effective for the year ended June 30, 2018 and
continues on a year to year basis until the parties agree to terminate the agreement or if a majority of
the parties have withdrawn from the Joint Powers pursuant to Section 6 of the agreement.

Town/County Association of Governments of San Mateo County (C/CAG)

Town/County Association of Governments of San Mateo County was formed in 1990 between
the various cities in San Mateo County to prepare, adopt, monitor and enforce state mandated
plans for the management of traffic congestion, integrated solid waste, airport land use and
hazardous waste. The Town’s contribution to C/CAG was $23,282 for the year ended June 30,
2018. Financial statements may be obtained by mailing a request to the City of San Carlos, 600
Elm Street, San Carlos, CA 94070.
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REQUIRED SUPPLEMENTARY INFORMATION

COST-SHARING MULTIPLE-EMPLOYER DEFINED PENSION PLAN — LAST 10 YEARS*

SCHEDULE OF PLAN’S PROPORTIONATE SHARE OF THE NET PENSION LIABILITY

Miscellaneous
Measurement Date 6/30/2014 6/30/2015 6/30/2016 6/30/2017
Plan's proportion of the Net Pension )

Liability (Asset) 0.04366% 0.10574% 0.11181% 0.11522%
Plan's proportion share of the )

Net Pension Liability (Asset) $2,716,530 $2,901,033 $3,884,053 $4,542,046
Plan's Covered Payroll $1,473,083 $1,595,884 $1,772,771 $1,912,587
Plan's Proportionate Share of the Net Pension

Liability/(Asset) as a Percentage of its _

Covered Payroll 184.41% 181.78% 219.10% 237.48%
Plan’s Fiduciary Net Position as a Percentage of the

Total Pension Liability 83.03% 78.28% 73.20% 75.3%%

Safety
Measurement Date 6/30/2014 6/30/2015 6/30/2016 6/30/2017
Plan's proportion of the Net Pension

Liability (Asset) 0.10505% 0.18865% 0.19496% 0.19379%
Plan's proportion share of the

Net Pension Liability (Asset) . $6,536,499 $7,773,056 $10,097,455 $11,579,520
Plan's Covered Payroll $2,030,918 $2,391,765 $2,488,471 $2,414,626
Plan's Proportionate Share of the Net Pension

Liability/(Asset) as a Percentage of its

Covered Payroll 321.85% 324.99% 405.77% 479.56%
Plan’s Fiduciary Net Position as a Percentage of the

Total Pension Liability 81.46% 78.52% 73.96% 71.74%

* - Fiscal year 2015 was the 1st year of implementation.
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REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF CHANGES IN THE NET OPEB LIABILITY AND RELATED RATIOS
Retiree Healthcare OPEB Plan - Single Employer

Last 10 fiscal years*

Measurement Date

Total OPEB Liability

Service Cost

Interest

Changes in benefit terms

Differences between expected and actual experience
Changes of assumptions

Benefit payments

Net change in total OPEB liability
Total OPEB liability - beginning

Total OPEB liability - ending (a)
Plan fiduciary net position
Contributions - employer
Contributions - employee

Net investment income

Administrative expense
Benefit payments

Net change in plan fiduciary net position
Plan fiduciary net position - beginning

Plan fiduciary net position - ending (b)

Net OPEB liability - ending (a)-(b)

Plan fiduciary net position as a percentage of the total OPEB liability
Covered-employee payroll

Net OPEB liability as a percentage of covered-employee payroll

* Fiscal year 2017 was the first year of implementation for GASB 74
* Fiscal year 2018 was the first year of implementation for GASB 75
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6/30/2017 6/30/2018
$245,008 $257,258
730,760 755,515
(150,117) (574,495)
(2,299,690)
(448,746) (401,170)
376,905  (2,262,582)
12,155423 12,532,328
$12,532,328  $10,269,746
$448,736 $493,288
464,151 326,600
(13,996) (15,183)
(448,746) (401,170)
450,145 403,535
5,405,490 5,855,635
$5,855,635  $6,259,170
$6,676,693  $4,010,576
46.7% 60.9%
$4,327213 $4,497,946
154.30% 89.16%













ASSETS
Cash and investment
Receivables:

Taxes

Total Assets
LIABILITIES

Accounts payable
Due to other funds

Total Liabilities
FUND EQUITY
Fund balances
Restricted
Assigned
Unassigned
Total Fund Balances

Total Liabilities and Fund Balances

TOWN OF ATHERTON
NON-MAJOR GOVERNMENTAL FUNDS

COMBINING BALANCE SHEET
JUNE 30, 2018
SPECIAL REVENUE FUNDS
Supplemental
Law
Enforcement Evans Refuse
County Services/ Creative Road Rate

Measure A~ Gas Tax  COPS Grant Design Measure M Construction Stabilization

$559,588 8319 $302 $7,351 $319,853 $1,540,849
26,119 6,216
$585,707 $6,535 $302 $7,351 $319,853 $1,540,849
$29,892 $28,614 $75,000
4,500 $2,532
29,892 33,114 75,000 2,532
555,815 $302 $7,351 244,853 $1,540,849
(26,579) (2,532)
555,815 (26,579) 302 7,351 244,853 (2,532) 1,540,849
$585,707 $6,535 $302 $7,351 $319,853 $1,540,849
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TOWN OF ATHERTON

NON-MAJOR GOVERNMENTAL FUNDS ,
COMBINING STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES
FOR THE YEAR ENDED JUNE 30, 2018

SPECIAL REVENUE FUNDS
Supplemental
Law Enforcement  Evans Refuse
County Services/ Creative Road Rate
Measure A Gas Tax COPS Grant Design  Measure M Construction Stabilization

REVENUES

Property taxes

Measure A Grants $371,372

From other agencies $184,510 $169,591 $44,988 $340,737

Use of money and property 5,320 3 $70 3,041 14,646

Miscellaneous 8,125

Total Revenues 376,692 192,635 169,594 70 48,029 355,383

EXPENDITURES

Current:

- Police 169,591
Public Works 18,483 6,031
Non-Departmental 11,120
Capital Outlay 373,678 201,797 75,000
Total Expenditures 392,161 207,828 169,591 11,120 75,000

NET CHANGE IN FUND BALANCES  (15,469) - (15,193) 3 (11,050) (26,971) 355,383
BEGINNING FUND BALANCES 571,284 (11,386) 299 18,401 271,824 ($2,532) 1,185,466
ENDING FUND BALANCES $555,815 _ ($26,579) $302 $7,351  $244,853 ($2,532) _ $1,540,849
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TOWN OF ATHERTON
BUDGETED NON-MAJOR GOVERNMENTAL FUNDS
COMBINING SCHEDULE OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES
BUDGET AND ACTUAL
FOR THE FISCAL YEAR ENDED JUNE 30, 2018

SPECIAL REVENUE FUNDS
County Measure A Gas Tax
Variance : Variance
Positive Positive
Budget Actual (Negative) Budget Actual (Negative)
REVENUES
Property taxes
Measure A grants $340,000 $371,372 $31,372
From other agencies - $205,000 $184,510 ($20,490)
Use of money and property 5,320 5,320 ;
Miscellaneous 8,125 8,125
Total Revenues 340,000 376,692 36,692 205,000 192,635 (12,365)
EXPENDITURES
Current:
Police
Public Works 18,483 (18,483) 6,031 (6,031)
Non-departmental
Capital Outlay 896,437 373,678 522,759 300,000 201,797 98,203
Total Expenditures 896,437 392,161 504,276 300,000 207,828 92,172
NET CHANGE IN FUND BALANCES  ($556,437) (15,469) $540,968 ($95,000) (15,193) $79,807

BEGINNING FUND BALANCES 571,284 (11,386)

ENDING FUND BALANCES $555,815 ($26,579)
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BUDGETED NON-MAJOR GOVERNMENTAL FUNDS
COMBINING SCHEDULE OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES

REVENUES
Property taxes
Measure A grants
From other agencies
Use of money and property
Miscellaneous

Total Revenues
EXPENDITURES
Current:
Police
Public Works
Non-departmental
Capital Outlay
Total Expenditures

NET CHANGE IN FUND BALANCES

BEGINNING FUND BALANCES

ENDING FUND BALANCES

TOWN OF ATHERTON

BUDGET AND ACTUAL
FOR THE FISCAL YEAR ENDED JUNE 30, 2018

SPECIAL REVENUE FUNDS
Road Construction Refuse Rate Stabilization
Variance Variance
Positive Positive
Budget Actual (Negative) Budget Actual (Negative)
$340,737 $340,737
14,646 14,646
355,383 355,383
355,383 $355,383
($2,532) 1,185,466
($2,532) $1,540,849
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TOWN OF ATHERTON

INTERNAL SERVICE FUNDS
COMBINING STATEMENTS OF NET POSITION
JUNE 30, 2018
Workers'
Equipment Compensation General Employee
Replacement Insurance Liability Benefits Total
‘ASSETS
Current Assets:
Cash and investments $470,229 $724,657 $558,714 $1,437,403 $3,191,003
Total Current Assets 470,229 724,657 558,714 1,437,403 3,191,003
Non-Current Assets:
Capital assets:
Depreciable 1,382,644 1,382,644
Less: accumulated depreciation (988,950) (988,950)
Net Capital Asset 393,694 393,694
Total noncurrent assets 393,694 393,694
Total Assets 863,923 724,657 558,714 1,437,403 3,584,697
LIABILITIES
Current liabilities
Accounts payable 7,540 2,397 9,937
Claims payable 4,510 4,510
Compensated absences 356,662 356,662
Total current liabilities 12,050 359,059 371,109
Noncurrent liabilities
Compensated absences 285,095 285,095
Total noncurrent liabilities 285,095 285,095
Total Liabilities 12,050 644,154 656,204
Net investment in capital assets 393,694 393,694
Unrestricted 470,229 724,657 546,664 793,249 2,534,799
Total Net Position $863,923 $724,657 $546,664 $793,249 $2,928,493
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TOWN OF ATHERTON
INTERNAL SERVICE FUNDS
COMBINING STATEMENTS OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2018

Workers'
Equipment Compensation General Employee
Replacement Insurance Liability Benefits Total
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from other funds $297,001 $377,178 $230,884 $599,482  $1,504,545
Payments to employees for benefits (756,414) (756,414)
Payments to vendors (39,632) (623,059) (143,414) (806,105)
Cash Flows from Operating Activities 257,369 (245,881) 87,470 (156,932) (57,974)
CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES
Transfers in 357,140 92,118 449,258
Cash Flows from Noncapital Financing Activities 357,140 . 92,118 449,258
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Acquisition of capital assets, net (196,737) (196,737)
Cash Flows (used for) Capital and Related
Financing Activities (196,737) (196,737)
CASH FLOWS FROM INVESTING ACTIVITIES
Interest received 4,469 6,888 5,310 13,662 30,329
Cash Flows from Investing Activities 4,469 6,888 5,310 13,662 30,329
Net Cash Flows 65,101 118,147 92,780 (51,152) 224,876
Cash and investments at beginning of period 405,128 606,510 465,934 1,488,555 2,966,127
Cash and investments at end of period $470,229 $724.,657 $558,714 $1,437,403  $3,191,003

Reconciliation of operating income (loss) to
net cash flows from operating activities:
Operating income $129,938 (8132,883) $121,301 (8154,625) (836,269)
Adjustments to reconcile operating income to
net cash flows from operating activities:

Depreciation 127,431 127,431
Compensated absences (4,704) (4,704)
Change in assets and liabilities:
Accounts payable (112,998) 7,540 2,397 (103,061)
Claims payable (41,371) (41,371)
Cash Flows from Operating Activities $257,369 ($245,881) $87,470 ($156,932) ($57,974)
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TOWN OF ATHERTON
AGENCY FUNDS

STATEMENTS OF CHANGES IN ASSETS AND LIABILITIES

H-P Park Improvement Fund

ASSETS
Cash and investments

Total assets

LIABILITIES
Deposits payable

Total liabilities

Tree Committee

'ASSETS
Cash and investments

Total assets

LIABILITIES
Deposits payable

Total liabilities

All Agency Funds

ASSET
Cash and investments

Total assets

LIABILITIES
Deposits payable

Total liabilities

FOR THE YEAR ENDED JUNE 30, 2018

Balance Balance
June 30, 2017 Additions Deductions June 30, 2018

$6,194 $59 $6,253

$6,194 $59 $6,253

$6,194 $59 $6,253

$6,194 $59 $6,253
$25,598 $246 $25,844
$25,598 $246 $25,844
$25,598 $246 $25,844
$25,598 $246 $25,844
$31,792 $305 $32,097
$31,792 $305 $32,097
$31,792 $305 $32,097
$31,792 $305 $32,097
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