COMPREHENSIVE ANNUAL FINANICAL REPORT
. YEAR ENDING JUNE 30, 2018




CITY OF LA CANADA FLINTRIDGE, CALIFORINA
Comprehensive Annual Financial Report

For the Fiscal Year Ended June 30, 2018

C"YIAC/,\H/\D
FLINTRIDGE

Prepared by the City of La Cafiada Flintridge Finance Department
Mark R. Alexander, City Manager



CITY OF LA CANADA FLINTRIDGE
Comprehensive Annual Financial Report
For the Fiscal Year Ended June 30, 2018

Table of Contents
Page(s)
INTRODUCTORY SECTION
Loettet o T e s i v i T S iU ks ror e e pepes s e {-viii
Directory of City OffICIALS 1..iiuuivreeernessieersisiisiesisisisis s essesssssessesses et ssses s sssessssesesseseesesaeesseesess ix
Y PO X
GFOA Certifichte 0f ArhieVEMENt. . wuumsmmsiision i s s e s S a Xi
g R Xil
FINANCIAL SECTION
Ihdependent AUdIOS BB :usmemvimi i s s i e v s 1-4
Management’s Discussion and Analysis (Required Supplementary Information - Unaudited)................. 5
Basic Financial Statements:
Government-wide Financial Statements;
Statement of Met PORTIION .. g mssnmmssviviinisssivasmamii e s s i s s 15
SEEIODT OF A CTIVIEEE v o i s B s s B i e e s s 16
Fund Financial Statements:
Balance Sheet — Governmental FUNAS .........ccoveviiiiiisiiceeeeeeeeeeeeeee e 17
Reconciliation of the Balance Sheet of Governmental Funds
10 the Statement of NEE POSIIOM .cco.occumm o s 19
Statement of Revenues, Expenditures and Changes in Fund Balances (Deficits) of
T B L L S P 21
Reconciliation of the Statement of Revenues, Expenditures and Changes in Fund
Balances (Deficits) of Governmental Funds to the Statement of Activities...........oovvvvvveenn.. 23
Maotes ty the Pitinnicial SUabeiients . o s i s i 25
Required Supplementary Information (Unaudited):
Schedule of the City’s Proportionate Share of the Net Pension Liability ...............coocoovrveroriecricrisnns 55
Schedule of Penslon ContriBUBONS s i G s s 56
Schedule of Changes in the Net OPEB Liability and Related Ratios................cccooevvesicecrenssiessnnn, 57
Budgetary Comparison Schedule — General FUNA.........c..cco.ovviviiioe e esssssssseens 58
Note to Required Supplementary Information...........uoeeeieciciinisiisees e sseesees e 59
Other Supplementary Information:
Budgetary Comparison Schedule — Sewer AD04-1 Debt Service FUnd........o.ooveeovecevsvesessesssinnns 61
Sewer AD02-1 Debt Service FUNG........c.oecirecereieiiinsenissee e esseseesses e s s et es st s s sssssssas 62
Budgetary Comparison Schedule — City Capital Projects FUnd........cooecovevvveieiriesssessnenieesseressonsion. 63
Description of Nonmajor Governmental FUnds ............ccovvcericieiiiniiniis s eeeseeeeses e 64

Combining and Individual Fund Statements and Schedules:
Combining Balance Sheet — Nonmajor Governmental FUNAS .......occvevevecriiiressoreseeessssssesessssessonns 67
Combining Statement of Revenues, Expenditures and Changes
in Fund Balances (Deficits) — Nonmajor Governmental Funds..........cc.cc.oooeuvvuverecrnessrecssssesssenne, 73



CITY OF LA CANADA FLINTRIDGE
Comprehensive Annual Financial Report
For the Fiscal Year Ended June 30, 2018

FINANCIAL SECTION (Continued)

Nonmajor Budgetary Comparison Schedules:

Trathic Safety Special RevenneBund . i s s i i e smrsmseamnest 79
State Gasoline Tax Special ReVENUE FUN ..........ovuvuivueeecrieiesesiesisseseeesesessesssessessessessessessessssess 80
Bonds and Grants Special REVENUE FUNG ......c.ceveiieiiiiscce et et sssssss e 81
TDA Gpecial REVETIUR PURH. oresmomonss sz s i s i 82
Eroposition C Transit Tax Soecial Revenng Fume e s s, 83
Proposition A Transit Tax Special Revenue FUNd..............cooviviieieiiecee s ssesesesssssesssons 84
Community Development Block Grant Special Revenue Fund...............cooocooveeveeeercensissesssssssssssons 85
State/ Federal Law Enforcement Supplemental Funds Special Revenue Fund ..........oocoooveveivioinnin, 86
AUMD Trust Bpecial ReVenue BUNM ... s s st it 87
Sanitation Special Revenue FUmid.q. e s i s s s 88
Sewer Redemption AD98-1 Special ReVenue FUNd ........c...couivimieciieceisciseisssssssresseesssessssssesseens 89
Sewer Redemption AD02-1 Special REVENUE FUNG .........ceecurvereiveeceinseneseeeeeeeeseseesee oo 90
Sewer Redemption AD04-1 Special Revenue FUund ...........c..occoeviereiierenecsneessssnsesessessessssssssoess 91
e I T R 92
Meastire N Special Revenue. FUNE .o mmmerss i s s i i s S i 93
Sewer AD9A-1 Debt Servies Fune . i i e i B i s e ams e eseonmansd 94
Property Acquisition Capital Projects FUNG.......cco.oiiiviiieeceeeseeeeeeeee oo sse e 95
Sewer Improvement AD04-1 Capital Projects FUNd.....ococouuivuiviiieciiciessesescesescesessesssesssessssssnns 96

STATISTICAL SECTION (Unaudited)

Net Position by COMPONENT......iiiiieireriesieieniisiessessesssssessesssssess s esssessssesssessessessessssssses s oee s, 08
Changes in Net POSIION ... sess st ssss s ee s sessssses e essses st ssesssssenses 100
Fund Balances OF GOVErIMBITAL FURNIE ...y s i s s s i 102
Changes in Fuhd Halinces of Governmental Funds. st 104
Assessed Value and Estimated Actual Value of Taxable Property.........ccc..ooceovorurreresersesssessesssessseosoonn, 106
Direct and Overlapping Property TAX RALES.........ewuuverruereessersssssssmesssessessseessesesseessssssssssssssssssssssssesssssssess 107
Principal Property TaX PAYEIS.............cocvmenriiciiiiiiscissssssssssssssssssessossssssssessessessssssssssssessessssssnessnon 108
Property Tax Levies BOd COICOHONE ummsmoss s v s st il s s 109
Batiog-of Ctetand (i TIehE B TNBE qmsms s b s i s e v ey 110
Dirdet and Ohvetlapping Dmbt i i i s e G i av e o 111
Legal Debt Margin Information ...t 112
Pledged — REVENUE COVETABE .....ccviveiiiereiieeeieeeseseies s et eessesen s st e s et sese s st e eseeeeeseess. 114
Demogréphic Ant Beonomic Stabiatios ..o sss s o i O 115
P e T T OB ey s S S O S i s 116
Full-Time and Part-Time City Employees by FUNCHON .........uvviiiiininismisciisiessisssessossiosiessesesessssssseens 117
Operating INdicators by FUNCHON ......c..covciriiiiiiiniisise st sess e s eeessess s sesss s 118



INTRODUCTORY SECTION

FLINTRIDGE




CITY COUNCIL

Michael T. Davitt, Mayor
Terry Walker, Mayor Pro Tem
Gregory C. Brown

Jonathan C. Curtis

Leonard Pieroni

January 29, 2019

Honorable Mayor, Members of the City Council and Citizens of the
City of La Cafiada Flintridge, California:

The Comprehensive Annual Financial Report (CAFR) of the City of La Cafiada Flintridge, California, for the
fiscal year ended June 30, 2018 is submitted herewith. This report was prepared in accordance with Generally
Accepted Accounting Principles (GAAP) as set forth in pronouncements of the Governmental Accounting
Standards Board (GASB).

This report consists of management’s representations concerning the finances of the City of La Cafiada
Flintridge. Consequently, management assumes full responsibility for completeness and reliability of the
information presented in this report. To provide a reasonable basis for making these representations,
management has established a comprehensive internal control framework designed both to protect the City’s
assets from loss, theft, or misuse and to compile sufficient reliable information for the preparation of financial
statements in conformity with GAAP. Because the cost of internal controls should not outweigh their benefits,
the City’s internal control framework is designed to provide reasonable, rather than absolute, assurance that
the financial statements will be free from material misstatement. We assert that, to the best of our knowledge
and belief, this report is complete and reliable in all material respects and is reported in a manner that presents
fairly the financial position and results of operations of the various funds and account groups. All disclosures
necessary to enable the reader to gain an understanding of the City’s activities have been included.

Moss, Levy & Hartzheim LLP, a firm of licensed certified public accountants, has audited the City’s basic
financial statements. The goal of the independent audit is to provide reasonable assurance that the basic
financial statements for the fiscal year ended June 30, 2018 are free of material misstatement. The independent
audit involved examining, on a test basis, evidence supporting the amounts and disclosures in the statements;
assessing the accounting principles used and significant estimates made by management: and evaluating the
overall financial statement presentation. Moss, Levy & Hartzheim LLP concluded, based upon the audit, that
there was a reasonable basis for rendering an unmodified opinion that the City of La Cafiada Flintridge’s
financial statements, for the fiscal year ended June 30, 2018, are fairly presented in conformity with GAAP.
The auditor’s report is presented as the first component of the financial section.

GAAP requires that management provide a narrative introduction, overview, and analysis to accompany the
basic financial statements in the form of “Management’s Discussion and Analysis” (MD&A). This letter is
designed to complement the MD&A and should be read in conjunction with it. The City of La Cafiada
Flintridge’s MD&A can be found immediately following the independent auditor’s report.

The financial reporting entity (the City) includes all funds of the City of La Cafiada Flintridge, as well as all
of its component units. Component units are legally separate entities for which the primary government is



financially accountable. As demonstrated by the statements and schedules included in the financial section of
this report, the City continues to meet its responsibility for sound financial management.

Profile of the City of La Caiiada Flintridge

The City of La Cafiada Flintridge was incorporated on November 30, 1976 as a “General Law” city with a
Council-Manager form of government. A five-member City Council is elected at-large to serve staggered four-
year terms. In March of each year, the City Council selects one of its members to serve as Mayor, and one to
serve as Mayor Pro Tem. The City Council is responsible for, among other things, establishing the City’s
policies and priorities, passing ordinances, and adopting the budget, as well as appointing the City Manager,
City Treasurer, City Attorney, and the members of City commissions and committees. The City Manager is
responsible for carrying out the policies and ordinances of the City Council and for overseeing the day-to-day
operations of the City.

The City provides a full range of services including land use and zoning review; the construction and
maintenance of streets, parks, and other infrastructure; recreational activities and cultural events; oversees
contractual services provided by Los Angeles County or other private vendors including law enforcement, fire
protection, animal control, road maintenance, traffic signal maintenance, legal services, building and safety
inspection, recreation programs, human services, parks and landscape maintenance.

The annual budget serves as the foundation of the City of La Cafiada Flintridge’s financial planning and
control. All departments and contractors submit requests for appropriations to the City Manager. These
requests, in conjunction with revenue trend analysis, are the starting point for developing a preliminary budget,
which is presented to the City Council for consideration and review. Budget hearings are held and the City
Council adopts the final fiscal year budget effective July 1. Budget appropriations are prepared by fund,
department, and program. Budget to actual comparisons are provided in this report for each individual
governmental fund type. In addition, the City maintains extensive budgetary controls. The objective of these
controls is to ensure compliance with legal provisions embodied in the budget approved by the City Council.
The City Council approves operating appropriations at the department and fund level and may amend or
supplement the budget during the fiscal year by motion; the City Manager may make minor administrative
adjustments. The level of budgetary control (i.e., the level at which expenditures cannot legally exceed
appropriated amounts) is at the fund level. Operating appropriations lapse at the end of each fiscal year unless
they are encumbered at year-end or are re-appropriated through the formal budget process.

The voters of California, during a special election in 1979, approved Article XIII-B of the California State
Constitution. Informally known as the “Gann Initiative,” Article XIII-B provides limits regarding the total
amount of appropriations in any fiscal year from the “proceeds of taxes.”

The State Legislature, in 1980, added Section 9710 to the Government Code providing that the governing body
of each local jurisdiction must establish, by resolution, an appropriations limit for the following year. The
appropriations limit for any fiscal year is equal to the previous year’s limit, adjusted for city or county
population changes, whichever is greater, and the change in California per capita income or the growth in non-
residential assessed valuation due to new construction within the City, whichever is greater.

The Appropriations Limit and the City’s Appropriations Subject to the Limit for FY 2017-18 amounted to
$20,389,073 and $10,430,400 respectively. The City’s appropriations consistently remain far below the
appropriations limit and are not expected to approach it in the near future.



Factors Affecting Financial Condition

Information presented is perhaps best understood when considered from the broader perspective of the
environment within which the City of La Cafiada Flintridge operates.

Local economy

The City is located in the northern portion of the Los Angeles County basin, nestled against the foothills of the
San Gabriel Mountains, approximately 13 miles north of downtown Los Angeles. The City encompasses 8.5
square miles. Neighboring cities include Glendale, Pasadena, and the unincorporated communities of La
Crescenta and Altadena. In addition, the northern City boundary borders the Angeles National Forest.

The City prides itself on being a semi-rural community with tree-lined streets, custom residential estate
development, abundant streams, waterways, and undeveloped hillside properties acquired by the City to remain
as permanent open-space dedicated as recreational trails and wildlife nature preserves.

The State of California estimated the City's population to be 20,638 as of 2017, a slight increase of under one
percent from the previous year. Per capita personal income in 2017 was $74,018, an increase of nearly 2.9
percent from 2016. The median age of La Carfiada Flintridge residents in 2017 was 44.4 as compared to 44.7
in 2016.

The City has approximately 7,050 housing units. The median sales price of a single-family residential home in
2017 was $1,650,000, an increase of 6.1% over the median sales price of $1,550,000 in 2016.

The local economy remains stable despite the uncertain regional and statewide economic climate. The
unemployment rate among the City’s residents was estimated at 2.7% in 2016, lower than the 2015 figure of
3.5%. Major employers located in the City’s largely residential community include: NASA's Jet Propulsion
Laboratory, the La Cafiada Unified School District, La Caiiada Flintridge Country Club, Ross Stores, Inc.,
Trader Joe’s, and Gelson’s. The City's largest private employers are Ralph's Grocery Company and Ross Dress
for Less clothing store.

Property tax, local retail sales tax, and development-related fees continue to be among the City’s major revenue
sources. The economic outlook for the community is one of cautious optimism given the uncertainty of
California’s economy and the real estate market. While the City is somewhat dependent on a strong economy
and stable fiscal situation at the State level, it has avoided an over-dependence on State or Federal subventions.
This, combined with the City's history of maintaining strong reserves and a conservative approach toward
spending, has provided a measure of stability in the City’s fiscal environment.

Long-term financial planning

During FY 2017-18, the City prepared a five-year General Fund financial projection as a planning tool to assist
in guiding the annual budget process. In addition, the City adopted a Five-Year Capital Improvement Plan
(CIP) to serve as a primary long-term financial planning tool to assist in guiding future capital investments in
roads, parks, trails, and other capital assets and infrastructure. Specific projects included within the CIP, which
spans the timeframe from FY 2017-18 to FY 2021-22, include the annual Citywide Street Resurfacing
Program, the Foothill “Link” (which includes a bikeway and wall landscaping) project, the Knight Way-Gould
project to improve intersection safety near a local school, miscellaneous bridge repairs, repair of the Owl Trail,
Cherry Canyon trails upgrades and improvements, and the construction of sound walls along the Route 210
Freeway.
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Cash and investment management policies and practices

In accordance with State Government Code and the City’s Investment Policy, which is adopted annually by
the City Council, the City Treasurer is responsible for investing available cash. The cash management system
of the City is designed to invest public funds in a manner that provides an optimal combination of security and
investment return while meeting the City’s daily cash flow demands. The criteria for selecting investments are,
in order of priority: (a) safety (b) liquidity and (c) yield. The City Treasurer presents a monthly report of
investments to the City Council. All interest income is apportioned to the City’s individual funds on a pro rata
basis. The yield on the entire investment portfolio for the year was 1.60%.

Idle cash during the year is invested in two investment pools: (1) the California Local Agency Investment Fund
(LAIF) pool, administered by the State Treasurer; and (2) the California Asset Management Program (CAMP),
which is a California Joint Powers Authority that provides investment services to California public agencies.
The average yield for the year in LAIF was 1.38%; in CAMP, the average yield was 1.46%.

The City’s longer-term investments include securities; specifically, corporate notes, obligations of agencies of
the U.S. Government, and obligations of U.S. Government sponsored enterprises. These investments are
laddered with maturities up to five years. For the year, the yield on the City’s securities holdings was 1.65%.

Investment returns, as measured in the financial statements, include changes in the fair market value of the
City’s securities. Increases and decreases in the fair market value of investments do not necessarily represent
trends that will continue. While the City of La Cafiada Flintridge intends to hold these investments to maturity,
the sale of individual securities prior to maturity, for purposes of portfolio optimization, may be appropriate
from time-to-time.

Risk management

The City is a member of the California Joint Powers Insurance Authority (CJPIA). The CIPIA is a consortium
of approximately 117 cities and other public agencies throughout California established under the provisions
of California Government Code Section 6500. The CJPIA provides risk coverage for its members through self-
insurance, the pooling of risks, and purchase of excess insurance. This coverage extends to workers
compensation, property, general liability, errors and omissions and vehicle liability. The CJPIA is governed
by a Board consisting of one representative appointed by each member agency. The Board elects officers that
meet monthly to supervise and conduct affairs. The Board maintains a staff, headed by a general manager, to
implement the policies of the Board. The City continues to participate in the voluntary CJPIA Risk
Management Evaluation program, ADA Transition Plan Implementation, reviewing all facilities and
operational policies for safety and compliance with applicable laws.

Major initiatives, current year projects

Planning & Development

The number of discretionary Planning cases reviewed reached 242 cases during FY 2017-18. The commercial
vacancy rate, including retail and office units, increased from July 2017 to June 2018. The adjusted commercial
vacancy rate for July 2017 was at 2.8% which increased to 4.6% as of June 2018, still a low vacancy rate.
Target opened a new retail store in the Town Center in the Fall of 2018.

The City continued its efforts to enhance customer service. During FY 2017-18, this included the configuration
of a new permit tracking system to be fully implemented in FY 2018-19. This system will streamline plan



review, permit issuance and will allow applicants to pay online via credit card, an added convenience for the
customer.

The City continued its “Mills Act™ program for residents interested in preserving their historic residences. The
Mills Act reduces the amount of property taxes collected on contracted properties in return for preserving the
properties in accordance with state and federal regulations. Houses are considered on an individual basis and
must meet standards established by the Federal Government. Two houses were approved for contracts during
FY 2017-18. In 2015, the City Council increased the limit for foregone taxes from $10,000 to $20,000, and, in
so doing, increased potential program participation.

The City’s Community Development Block Grant (CDBG) program continued during the year. The City has
two program areas: residential rehabilitation and sewer connection subsidies. Both programs provide grants to
lower income households of up to $15,000 and $12,000, respectively. During the 2017-18 fiscal year, the
program was able to help three households with rehabilitation and two households with sewer connections. In
total, close to $70,000 was spent locally on the program.

The department has worked closely with a consultant in the drafting of the Zoning Code update. Staff
participates in semi-monthly meetings with the consultant and City Attorney’s office as they refine the draft
document. Staff anticipates that the update will be complete in 2019. In addition, staff worked with educational
and other community stakeholders in their efforts to expand the campuses of Flintridge Sacred Heart Academy
(FSHA), Flintridge Preparatory School, as well as the YMCA.

Infrastructure Improvements/Public Works

The City’s Public Works Department was very active during the fiscal year in carrying out its responsibilities
for the maintenance, planning, design, and construction of capital projects. Among the notable construction
projects completed during FY 2017-18 were the Owl Trail Repairs and Miscellaneous Bridge Repairs, with
substantial work also completed on the Knight Way and Gould Avenue Improvements. Additionally, the City
completed the resurfacing of 2.38 miles of streets, citywide concrete sidewalk and curb/gutter repairs, and
additional ADA ramps.

In 2017 the City purchased an existing office building to become the new City Hall and agreed to the sale of
the existing (old) City Hall building. Rehabilitation of the new facility is underway with a target move-in date
of February 2019.

Public Safety

The City Council continued to emphasize public safety services as a major priority. Through contract services
with the Los Angeles County Sheriff’s Department, the City maintained its safe and low-crime environment
through sustained levels of service delivery as well as increased burglary suppression patrols. In addition, the
City has continued to work with both the County of Los Angeles Fire Department and Sheriff’s Department to
maintain residential and commercial evacuation plans and notification of brush and vegetation clearance
requirements. In addition, the City hosted a “State of the Stations” workshop to increase communication with
residents and continued to emphasize its disaster-preparedness activities by maintaining the City’s mass
notification system “AlertLCF.” The City implemented new technology to assist the Sheriff’s Department,
including the deployment of an additional mobile Automated License Plate Reader in a patrol car, and a
partnership with Ring.com to provide residential home security devices at a reduced cost. The City also created
two Public Service Announcement videos showing how to assemble an emergency kit and on burglary
prevention tips. These PSAs are being broadcast on the City’s cable channel and are available on the City’s
website. Finally, the City continues to recruit and train individuals for the City’s Volunteer Emergency
Response Team (VERT). Looking ahead to FY 2018-19, the City will continue to partner with the Fire



Department to train additional volunteers. The City will continue the Ring.com program and expand its reach
to commercial properties within the City.

Transportation

During FY 2017-18, the City continued to work closely with the cities of Burbank, Glendale, Pasadena, and
South Pasadena through the five-member Arroyo Verdugo Subregion, primarily on transportation issues. Three
of those cities (Burbank, Glendale and La Cafiada Flintridge), along with the unincorporated area of the County
(La Crescenta-Montrose) share the Metro “Arroyo Verdugo Cities” Subregional Measure R Highway
Operational Improvement Funds on a per capita basis.

The City of La Caiiada Flintridge has spent, and will continue to spend, its allocation of Measure R funds on
the design and construction of sound walls along the 1-210 freeway. The City’s initial five-year allocation of
these funds was $4.588 million, which was fully committed to the design and construction of sound walls.
Construction began in FY 2013-14 and was completed in October 2014. During FY 2014-15, the City requested
that the Los Angeles County Metropolitan Transportation Authority (Metro) also allocate additional,
accelerated Measure R funds so that the City could continue the sound wall project. An additional $1.8 million
was programmed by Metro for this project. The City and Metro entered into a formal funding agreement for
these funds in April 2016. Construction is expected to be completed by 2021.

In addition, members of the City Council and City staff continued to attend many regional transportation
meetings regarding the proposed extension of the SR-710 Freeway. The City Council, in Resolution 10-12,
opposed this extension. The Draft Environmental Impact Report (DEIR/DEIS) for the proposed SR-710
Freeway extension project was released by Metro and Caltrans in February 2015.

The City continued to operate fixed route transit shuttle services under contract with the City of Glendale. The
City extended its contractual arrangement for Dial-A-Ride service for seniors and the disabled. The “Summer
Beach Bus,” a recreational transit program with daily trips to the Santa Monica Pier, has significantly grown
in popularity. The City continued to operate the “LCF Express Shuttle (Route 33)” and its fixed-route line
“Routes 33/34”, which has allowed for better service during peak usage times. The Route 34 schedule was
aligned with the hours for both JPL and La Cafada High School during arrival, departure times, and the lunch
hour. The increased service during the lunch hour allows shuttle users easier access to the shops and restaurants
along Foothill Blvd. The City was able to continue to offer an elevated level of service with a new 35-foot
CNG Shuttle Bus received at the start of the 2016-17 fiscal year. Additionally, the City updated its shuttle stop
signage with a new look, including stop number, which is compatible with bus tracking apps. The new signs
were installed in the downtown area of Foothill Blvd. Looking forward to FY 2018-19, the City will work on
expanding transit options within the City, including potential services in the Town Center, home of the new
City Hall.

The City continued operation of its first electric vehicle charging station at the City’s Park and Ride Lot. The
station is dual-port and allows for two vehicles to charge at the same time. The City was able to use AQMD
funding for the purchase and installation of the unit. Additional charging stations are planned at various
locations in the future.

Recreation and Open Space

The City continued its efforts to enhance recreational opportunities for the residents and families of the
community. La Cafiada Flintridge is attractive to families seeking to take advantage of the excellent public
school system and safe neighborhoods. In order to accommodate the demand from families for recreational
facilities and sports play fields, the City Council has actively pursued the acquisition of open space and the
identification of potential sites for parks, sports play fields, and trails.
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With the focus on providing improved recreational facilities, the City continued to maintain and/or improve
the LCHS Tennis Courts, FIS Tennis Courts, and City Skate Park. The City's remotely operated "CalSense
System" was upgraded into a cloud based module. With this module, staff is able to control field lights and
irrigation remotely using any internet enabled device. This allows the City to be more responsive to the
scheduling needs of users while being better able to manage the fields® usage during down times.

With respect to trails, the City continued to improve and maintain the trail system for recreational use. Further,
the City laid the groundwork for the physical repair of several trail segments, including segments on the Owl
Trail and the Cerro Negro trail, to address structural issues arising from recent erosion.

Lanterman Auditorium

The City continued to manage the Lanterman Auditorium through a Joint Use Agreement with the La Cafiada
Unified School District. The Lanterman Auditorium has been a successful joint use venture providing local
community groups with the opportunity to utilize this significant, school district-owned community resource
under the City’s management and operation. The City continued its efforts to renovate the Auditorium in order
to improve the overall experience for users. Use of the facility has expanded greatly. During FY 2017-18, the
City completed the multi-year project of the installation of an LED lighting system, which has allowed for
their remote control by staff. The newly automated lighting greatly enhances the stage effects available for
productions held in the Auditorium while reducing staff costs to users by automating the process. In addition,
the City began to make accessibility improvements, with the replacement of one set of entry doors with an
ADA compliant set of doors.

Youth Council

In FY 2017-18, the City continued with the format of a nine-member City Youth Council. With the expanded
Youth Council, each of the four high schools within the City appoint one member to the group, while the other
five seats remain at-large appointed by the City Council. The Youth Council was involved in helping with the
Mayor’s Hike at Cherry Canyon, assisted the Trails Council by researching native animals and plant species
to place information at each trail marker, hosted a financial literacy workshop for high school students and
their families with Chase Bank of La Cafiada, and partnered with La Cafiada Gracie Barra to host a self-defense
class. In addition, the Youth Council created a guide for future events to integrate anti-bullying efforts. The
Youth Council kicked off this project with a SK charity run to raise awareness for LGBTQ youth. The Youth
Council finalized the Youth Master Plan to help future members better understand their roles and included an
event guide to share best practices for successful events.

Other Information

Government Finance Officers Association of the United States and Canada (GFOA) awarded a Certificate of
Achievement for Excellent in Financial Reporting to the City of La Cafiada Flintridge for its comprehensive
annual financial report for the fiscal year ended June 30, 2017. In order to be awarded a Certificate of
Achievement, a government must publish an easily readable and efficiently organized comprehensive annual
financial report. This report must satisfy both generally accepted accounting principles and applicable legal
requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our current comprehensive

annual financial report continues to meet the Certificate of Achievement Program’s requirements and we are
submitting it to GFOA to determine its eligibility for another certificate.
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The preparation of this report could not have been accomplished without the dedicated services of the entire
City staff. I would like to express my appreciation to all employees who assisted and contributed to the
preparation of this report, particularly to the members of the Finance Department. Due credit should also be
given to the Mayor and members of the City Council for their support and direction to staff in the planning and
conducting of the operations of the City to ensure that services and programs continue to be provided to
residents in a manner that is responsive, efficient, and in the best interests of the citizens of La Cafiada
Flintridge.

Respectfully submitted,

Mark R. Alexander
City Manager
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INDEPENDENT AUDITOR’S REPORT

Honorable Mayor and City Council
City of La Cafiada Flintridge
La Cafiada Flintridge, California

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of the City of La Cafiada Flintridge, California (City), as of and for the fiscal
year ended June 30, 2018, and the related notes to the financial statements, which collectively comprise the City’s
basic financial statements as listed in the table of contents.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
accounting principles generally accepted in the United States of America; this includes the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are free
from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement.

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

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

1
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Opinions

[n our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position of the governmental activities, each major fund, and the aggregate remaining fund information of the City, as
of June 30, 2018, and the respective changes in financial position for the fiscal year then ended in accordance with
accounting principles generally accepted in the United States of America.

Emphasis of Matter

As discussed in Note | to the financial statements, effective July 1, 2017, the City adopted provisions of
Governmental Accounting Standards Board (GASB) Statement No. 75, Accounting and Financial Reporting
for Postemployment Benefits Other than Pensions. Our opinion is not modified with respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion
and analysis, schedule of the city’s proportionate share of the net pension liability, schedule of pension contributions,
schedule of changes in net OPEB liability and related ratios, and budgetary comparison information on pages 5 through
13 and 55 through 58 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 City’s basic financial statements. The introductory section, combining and individual nonmajor fund financial
statements and schedules, major capital projects and debt service fund budgetary comparison schedules, and
statistical section are presented for purposes of additional analysis and are not a required part of the basic financial
statements,

The combining and individual nonmajor fund financial statements and schedules, and major capital projects and
debt service fund budgetary comparison schedules are the responsibility of management and were derived from
and relate directly to the underlying accounting and other records used to prepare the basic financial statements.
Such information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the basic financial statements or to the basic financial
statements themselves, and other additional procedures in accordance with auditing standards generally accepted in
the United States of America. In our opinion, the combining and individual non-major fund financial statements
and schedules, and major capital projects and debt service fund budgetary comparison schedules are fairly stated in
all material respects in relation to the basic financial statements as a whole.



The introductory and statistical sections have not been subjected to the auditing procedures applied in the audit of
the basic financial statements and, accordingly, we do not express an opinion or provide any assurance on them.

Other Reporting Required by Government Auditing Standards

[n accordance with Government Auditing Standards, we have also issued our report dated January 29, 2019, on our
consideration of the City’s internal control over financial reporting and on our tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and the results of that
testing, and not to provide an opinion on internal control over financial reporting or on compliance. That report is
an integral part of an audit performed in accordance with Government Auditing Standards in considering the City’s
internal control over financial reporting and compliance.

Hredt, Kt v Hhalp e

Moss, Levy & Hartzheim, LLP
Culver City, California
January 29, 2019
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Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2018
(Unaudited)

As management, we offer this overview and analysis of the City of La Cafiada Flintridge’s (City) financial
activities for the fiscal year ended June 30, 2018. Please consider the narrative presented here in conjunction
with information furnished in our letter of transmittal as well as the accompanying basic financial
statements.

Financial Highlights

The City’s assets and deferred outflow of resources exceeded liabilities and deferred inflow of resources
by $81,720,366 (net position) at the close of this fiscal year. Of this amount, $57,934,638 (70.9%) is net
invested in capital assets, $16,925,230 (20.7%) is restricted for projects and programs, with $6,860,498
(8.3%) being unrestricted (unrestricted net position), which is available and may be used to meet ongoing
obligations.

¢ The City’s total net position increased by $21,439 (<1%); this resulted from positive operating results,
which consisted of a combination of a $1,350,565 (1.1%) increase in assets and deferred outflows, and
an increase of $1,329,126 (3.3%) in liabilities and deferred inflows. The net position would have seen
a greater increase but was negatively impacted by the GASB 75 accounting disclosure, which increased
the City’s OPEB liability by over $2.9 million.

¢ For the current fiscal year, the City’s governmental funds reported combined ending fund balances of
$30,942,880, an increase of $2,034,621 (7.0%) over the previous fiscal year.

e The General Fund balance at the end of the fiscal year is $13,920,795, an increase of $852,759 (6.5%)
over the previous fiscal year. The unassigned portion of that fund balance is $5,845,399, which is 42%
of total fund balance and 38.1% of FY 2017-18 General Fund expenditures. Of the remaining fund
balance, $1,274,852 (9.2%) is nonspendable, $5,580,000 (40%) is committed to the purchase of a new
city hall, and $1,220,544 (8.8%) is assigned.

Overview of the Financial Statements

The City’s basic financial statements comprise three components: 1) government-wide financial
statements: the statement of net position and the statement of activities; 2) individual fund financial
statements; and 3) notes to the financial statements. In addition, this report also contains Required and Other
Supplementary Information.

Government-wide Financial Statements. These statements include only the City itself (known as the
primary government) that are presented using the accrual basis of accounting, in a manner similar to a
private-sector business. The City has one component unit; however, this entity did not have any activity
during the current fiscal year.

The statement of net position presents all assets and liabilities of the City, with the difference between the
two reported as nef position. Over time, changes in net position may serve as a useful indicator of the City’s
financial position. However, other factors will need to be considered (e.g., changes in revenue base and the
condition of infrastructure) in order to assess the City’s overall financial health.

The statement of activities presents information showing how the City’s net position changed during the
fiscal year. All changes in net position are reported as soon as the underlying event occurs, regardless of
the timing of related cash flows. Thus, revenues and expenses are reported in the 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).

The statement of activities presents the City functions that are principally supported by taxes and
intergovernmental revenues (government activities). The City does not engage in other functions that are
intended to recover all or a significant portion of their costs through user fees and charges (business-type
activities). The City’s governmental activities include general government, community development,
public safety, and public works. Public works includes highways and streets as well as parks and facilities
maintenance.

Fund Financial Statements. A fund is a grouping of related accounts used to account for resources, which
are segregated for specific activities. The City, like other state and local governments, uses fund accounting
to ensure and demonstrate compliance with finance-related legal requirements. Funds can be divided into
three categories: governmental funds, proprietary funds and fiduciary funds. The City uses only
governmental funds.

Governmental funds. These 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 information 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 statement of revenues, expenditures, and changes in fund balances provide a
reconciliation to assist in the comparison between governmental funds and government-wide statements.
The basic financial statements and related notes can be found on pages 15-53 of this report.

The City maintains twenty-three individual governmental funds. Information is presented separately in the
governmental funds balance sheet and statement of revenues, expenditures, and changes in fund balances
(deficits) for the General Fund, Sewer Debt Service Fund for AD02-1, Sewer Debt Service Fund for AD04-
1, City Capital Projects Fund, and the Sewer Improvement Capital Projects Fund for AD02-1, all of which
are considered to be major funds. Data from the other eighteen governmental funds are combined into a
single, aggregated presentation. Individual fund data for each of these nonmajor governmental funds is
provided in the form of combining and individual fund statements and schedules elsewhere in this report.
The combining statements and schedules are on pages 67-77.

Reconciliation of the differences between the government-wide statements and the information presented
for governmental funds is provided, which describes the relationship between the two presentations. See
pages 19 and 23 for detail.

The City adopts an annual appropriated budget for its General Fund and all other major funds, Budgetary
comparison schedules have been provided to demonstrate compliance with this budget. See pages 58 and
61-63 for detail.

Notes to the Financial Statements. The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The notes to the
financial statements can be found on pages 25-53 of this report.



Other Information. In addition to the basic financial statements and accompanying notes, this report also
presents certain required supplementary information concerning the City’s schedule of proportionate share
of the net pension liability, schedule of pension contributions, schedule of funding progress for OPEB and
budgetary comparison schedule for its General Fund. Required supplementary information can be found on
pages 55-59 of this report.

Other supplementary information concerning budgetary comparisons of the City’s debt service and capital
projects funds, as well as a description of nonmajor governmental funds, can be found on pages 61-65.

The combining statements and schedules referred to earlier in connection with nonmajor governmental
funds is presented immediately following the required supplementary information. Combining and
individual fund statements and schedules can be found on pages 67-96 of this report.

Government-wide Financial Analysis
As noted earlier, net position may serve over time as a useful indicator of a government'’s financial position.

At June 30, 2018, the City’s assets and deferred outflows exceeded liabilities and deferred inflows by
$£81,720,366. Note: All 2017 amounts are before the restatement of OPEB liabilities per GASB 75.

Table 1
NET POSITION
Increase/ Percentage
2018 2017* (Decrease)  Change (%)
Current and Other Assets $ 36,048,746 § 33,797,639 § 2,251,107 6.7%
Noncurrent Assets 85,029,449 86,211,270 (1,181,821) -1.4%
Total Assets 121,078,195 120,008,909 1,069,286 0.9%
Deferred Outflows 1,186,995 905,716 281,279 31.1%
Long-Term Liabilities Outstanding 26,596,506 31,079,584 (4,483,078) -14.4%
Other Liabilities 13,614,036 7,862,957 5,751,079 73.1%
Total Liabilities 40,210,542 38,942,541 1,268,001 3.3%
Deferred Inflows 334,282 273,157 61,125 22.4%
Net Position:
Net Investment in Capital Assets 57,934,638 56,486,096 1,448,542 2.6%
Restricted 16,925,230 16,433,593 491,637 3.0%
Unrestricted 6,860,498 8,779,238 (1,918,740) -21.9%
Total Net Position ¥ 81,720,366 § 81,698,927 § 21,439 0.0%

*Ptior to restatement of OPEB liabilities per GASB 75.



As shown in Table 1, net position from governmental activities increased by $21,439 (<1%). Total Assets
increased by $1,069,286 (0.9%) due to the addition of several completed capital projects and renovation
costs associated with the new city hall project.

Total liabilities increased $1,268,001 (3.3%) from 2017, the result of a $4,483,078 (14.4%) decrease in
long-term liabilities, offset by a $5,751,079 (73.1%) increase in other (i.e., current) liabilities, including
pension and other post-employment benefits. In recent years long-term liabilities have been reduced by
ongoing payment of the principal for three loans from the State Water Resource Control Board for Sewer
Assessment Districts AD98-1, AD02-1 and AD04-1. A new $5.5 million note toward purchase of a new
city hall facility resulted in an increase in 2017; this note is due for payment in 2019.

Governmental Activities. The City’s overall governmental activities, as reflected on the government-wide
Statement of Activities, had positive operating results in 2018, with revenues exceeding expenses by
$2,941,966. However, a restatement to the City’s other post-employment benefits liability from prior years
per implementation of a new pronouncement, GASB 75, reduced the prior year net position by $2,920,527,
offsetting all but $21,439 of this year’s gains (see Note (c) on Other Post Employment Benefits on pages
48-53). Table 2 below summarizes 2018 revenues and expenses, compares these revenue and expenses to
2017, and shows the year-over-year change in net position.

Revenues in 2018 totaled $21,818,725, an increase of $5,771,298 (36%) over 2017. That increase is in part
the result of the 2017 booking of a $4.8 million loss on the disposal of capital assets related to the transfer
of freeway sound walls to CalTrans. Revenues were higher in 2018 in several General Revenue categories,
including property taxes which increased $351,680 (7.1%), property tax in lieu which increased $128,966
(5.5%), charges for services which increased $396,337 (11.9%), and operating grants and contributions
which increased $84,267 (4.3%) over the previous year.

Overall expenses in 2018 totaled $18,876,759, a decrease of $310,186 (1.6%) from 2017. Expenses
decreased in the areas of General Government, Public Works, and Interest Expense. The largest increase in
expenses was in Community Development, which increased $109,022 (14.7%) over the prior year, due
primarily to an increase in costs for salaries and benefits (up 15.9% from 2017) and contributions to
community groups (up 13.2% from 2017).



Table 2

CHANGE IN NET POSITION
Governmental Activities
Increase/ Percentage
2018 2017 (Decrease) Change (%)
Program Revenues:
Charges for Services $ 3,715,963 % 3,319,626 § 396,337 11.9%
Operating Grants & Contributions 2,048,243 1,963,976 84,267 4.3%
Capital Grants & Contributions 4,114,364 4,562,967 (448,603) -9.8%
General Revenues:
Property Taxes 5,271,832 4,920,152 351,680 7.1%
Property Tax In Lieu 2,494 401 2,365,435 128,966 5.5%
Other Taxes 1,148,818 1,119,421 29,397 2.6%
State Shared Revenues - Unrestricted
Sales Tax 2,649,512 2,629,347 20,165 0.8%
Motor Vehicle 10,789 9,209 1,580 17.2%
Use of Money and Property 16,456 (83,298) 99,754 119.8%
Other 348,347 63,005 285,342 452.9%
Loss on Disposal of Capital Assets - {4,822,413) 4,822,413 100.0%
Total Revenues § 21,818,725 % 16,047,427 § 5,771,298 36.0%
Expenses
General Government 3 5816415 3§ 6,151,267 § (334,852) -5.4%
Public Safety 3,650,220 3,415,773 234,447 6.9%
Community Development 848,481 739,459 109,022 14.7%
Public Works 8,040,300 8,304,487 (264,187) -3.2%
Interest Expense 521,343 575,959 (54,616) -9.5%
Total Expenses $18,876,759 $19,186,945 ($310,186) -1.6%
Change in Net Position $ 2,941,966 § (3,139,518) § 6,081,484 193.7%
Net Position, Beginning of Fiscal Year 81,698,927 84,838,445
Restatement (2,920,527) -
Net Position, Beginning of Fiscal Year
as Restated 78,778,400 84,838 445
Net Position, End of Fiscal Year b 81,720,366 § 81,698,927




Figure 1 and Figure 2 below illustrate program and general revenues by source and expenses by category,
respectively, for governmental activities.

Figure 1
Revenue by Source
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