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Independent Auditor's Report

To the City Council
City of Hyattsville, Maryland

We have audited the accompanying financial statements of the governmental activities, each major
fund, and the aggregate remaining fund information of the City of Hyattsville, Maryland (the "City"), as
of and for the year ended June 30, 2018, and the related notes to the financial statements, which
collectively comprise the City's basic financia! statements as listed in the index.

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 opinion on the effectiveness
of the entity's internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the
financial statements.

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

Opinion

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

As discussed in Note 1 to the financial statements, the City adopted new accounting guidance,
Governmental Accounting Standards Board Statement No. 75, Accounting and Financial Reporting for
Postemployment Benefits Other Than Pensions. Our opinion is not modified with respect to this matter.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management's discussion and analysis on pages 4 through 13, budgetary comparison schedules on
pages 53 through 56, Schedule of Required OPEB-Related Supplementary Information on page 58 and
Schedules of Required Pension Related Supplementary Information on pages 59 and 60 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 ("GASB"), which
considers it to be an essentia! 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 Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated July 9, 2020,
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 solely 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 the
effectiveness of the City of Hyattsville, Maryland's 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 of Hyattsville, Maryland's internal control over financial
reporting and compliance.

Baltimore, Maryland
July 9, 2020



City of Hyattsville, Maryland

Management'’s Discussion And Analysis
June 30, 2018

As management of the City of Hyattsville, Maryland (the "City"), we offer readers of the City's financial
statements this narrative overview and analysis of the financial activities of the City of Hyattsville for the
fiscal year ended June 30, 2018. The Management's Discussion and Analysis ("MD&A") is designed to
provide an overview of the City's financial activity, identify significant changes that may have occurred
in the City's financial position during the most recent fiscal year, and make the reader aware of financial
issues that may have a significant fiscal impact on the City in the future. The information presented
here will give the reader a comprehensive overview of the City's fiscal year 2018 financial statements
and its fiscal position at the end of the current fiscal year.

The City participates in the Maryland State Retirement and Pension System ("MSRPS") and the Law
Enforcement Officer Pension System ("LEOPS"). The City qualifies as a Participating Governmental
Unit {"PGU") as a result of participating in these Pension Systems.

Financial Highlights

e The assets of the City exceeded its liabilities at the close of the most recent fiscal year by
$5,390,864 (net position). Unrestricted net position - the part of net assets that can be used to
finance day-to-day operations changed from $1,075,421 at June 30, 2017 to $(12,474,746). The
City implemented GASB Statement 75, Accounting and Financial Reporting for Postemployment
Benefits Other Than Pensions which restated beginning total net position by ($10,768,264) for
the net OPEB liability. Additional detail explaining the prior period adjustment can be found in
Note 1.

s As of the close of the current fiscal year, the City's governmental funds reported combined fund
balances of $16,710,077, a decrease of $810,413 in comparison to prior fiscal year.

¢ Atthe end of fiscal year 2018, unassigned fund balance for the generai fund is $18,268,857 or
138% of total general fund expenditures.

« The City's total debt increased by $1,638,570, due primarily to increases in the net OPEB and
pension liabilities, and a new capital lease. The City's implementation of GASB Statement 75
restated beginning total net position by ($10,768,264) for the net OPEB liability. Other post-
employment benefits ("OPEB") liability increased $936,934.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the City's basic financial
statements. The City'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 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 City's finances, in a manner similar to a private-sector business. There are two basic statements in
the govemment-wide financial statements: the statement of net position and the statement of activities.

The statement of net position presents information on all of the City'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 of whether the financial position of the City is improving or deteriorating.

4



City of Hyattsville, Maryland

Management's Discussion And Analysis
June 30, 2018

The statement of activities presents information showing how the City’s net position changed during the
most recent fiscal year. All changes in net position are reported as the underlying event giving rise to
the change, regardless 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).

All of the functions of the City are principally supported by taxes and intergovernmental revenues
("governmental activities"). If there were functions of the City that were intended to recover all or a
significant portion of their costs through user fees and charges ("business-type activities"), the
government-wide financlal statements would distinguish these from the governmental activities. The
City has no business-type activities. The governmental activities of the City include: legislative, general
government, public safety, public works, parks, recreation, and community development.

The government-wide financial statements can be found on pages 19-20 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 City, like other state and local governments, uses
fund accounting to ensure and demonstrate compliance with finance-related legal requirements. The
funds of the City include governmental funds. The City has no propristary or 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, the 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.

The City maintains four primary governmental funds. They are the general fund, the special revenue
fund, the capital projects fund, and the debt service fund.

- The general fund is used to account for the City's unrestricted revenues and related general
operating expenditures.

- The special revenue fund is used to account for specific revenues that are legally restricted to
expenditure for a particular purpose. The fund includes a number of component funds that have
been established to track activity associated with individual grants the City receives.

- The capital projects fund is used to account for the accumulation of resources used for
acquisition of major capital facilities.

- The debt service fund is used to account for the accumulation of resources for, and the payment
of, general long-term debt principal and interest.

5



City of Hyattsville, Maryland

Management'’s Discussion And Analysis
June 30, 2018

Information is presented separately in the governmental fund balance sheet and in the governmental
fund statement of revenues, expenditures, and changes in fund balances for all four of the City's funds,
because all of them meet the criteria to be considered major funds.

The City adopts an annual appropriated budget, in which all of the funds are aggregated. A budgetary
comparison statement had been provided to demonstrate compliance with this budget for all
governmental funds.

Notes to Financial Statements

The notes to the financial statements 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 22 - 51 of this report.

Other Information

In addition to the basic financial statements and accompanying notes, this report also presents certain
required supplementary information that can be found starting on page 58 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. In the case of the City, assets exceeded liabilities by $5,390,864 at the close of the most
recent fiscal year.

Statement of Net Position

2018 2017*
Current and other assets $ 20,438,245 20,920,271
Net capital assets 22,836,781 21,901,472
Total Assets $ 43,275,026 42 821,743
Deferred outflows - pension related $ 2,716,881 3,893,434
Long-term liabilities outstanding $ 35,847,044 26,717,350
Other liabilities 3,298,248 3,093,852
Total Liabilities $ 39,145,292 29,811,202
Deferred inflows - pension related $ 1,273,954 655,250
Deferred inflows - OPEB related $ 181,797 -
Net Position
Net investment in capital assets $ 15,071,206 13,143,982
Restricted 2,794 404 2,029,322
Unrestricted (12,474,746) 1,075,421
Total Net Position $ 5,390,864 16,248,725




City of Hyattsville, Maryland

Management’s Discussion And Analysis
June 30, 2018

* The City impiemented GASB Statement No. 75 effective July 1, 2017. The 2017 amounts
presented have not been restated to reflect the implementation of GASB 75. Refer to Note 1.

One of the largest portions of the City's net position (280%) at fiscal year-end reflects its investments in
capital assets (e.g., land, building, machinery, and equipment) less any related debt used to acquire
those assets that are still outstanding. The City uses these capital assets to provide services to citizens;
consequently, these assets are not available for future spending. Although the City's investment in its
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.

An additional portion of the City's net position (52%) represents resources that are subject to external
restrictions on how they may be used. The remaining portion of net position is considered unrestricted
and may be used to meet the City's ongoing obligations to citizens and creditors.

» The City's net position increased by $89,597 during the current fiscal year.

« The City reported a negative balance in unrestricted net assets due to the increase in the City's
OPEB and pension liability.

Governmental Activities

Revenues from governmental revenue activities increased by $1,685,612 in the current fiscal year and
is mainly attributed to the following:

» Property taxes increased by $751,566 and is attributable to new taxable properties for the fiscal
period.

s City income taxes decreased by $388,381 or 12%, unlike the previous period, the City did not
receive any additional one-time payments during this fiscal period.

Expenses of governmental activities increased by $1,987,042 in fiscal year 2018 and are attributed
mainly to the following:

s Public Safety expenses of $8,864,795 increased by $252,697, and is 42% of total expenses.
This increase is due mostly to filling vacant positions, funding associated benefits and required
equipment.

e Public Works capital expenses of $5,358,446 increased by $403,948 and is 25% of total
expenses. This increase is attributed to ongoing renovation of the DPW Facility.

e Community Development capital expenses of $699,518 increased by $202,022 and is 3% of
total expenses. This increase is attributed to various fagade upgrades for local businesses.



City of Hyattsvllle, Maryland

Management’s Discussion And Analysis

June 30, 2018

The following table provides a detailed breakdown of the City's revenues, expenses, and changes in

net position for the years ended June 30, 2018 and 2017.

Change in Net Position

2018 2017*
Revenues
Program revenues
Charges for services $ 2,825,865 2,487,277
Operating grants and contributions 1,534,176 1,015,324
Capital grants and contributions 1,500 -
General revenues
Property taxes 13,311,640 12,560,074
Income and other taxes 2,737,020 3,125,401
Unrestricted investment earnings 307,846 138,268
Gain on sale of capital assets 9,078 -
Other 453,167 168,436
Total Revenues 21,180,292 19,494,780
Expenses
Legislative $ 414,708 308,644
General government 4,512,030 3,550,668
Public safety 8,864,795 8,612,098
Public works 5,358,446 4,954,498
Parks and recreation 1,135,709 916,678
Community development 699,518 497,496
Interest on debt 284 683 352,765
Total Expenses 21,269,889 19,282,847
Increase in Net Position (89,597) 211,833
Net Position - Beginning 5,480,461 16,036,792
Net Position - Ending $ 5,390,864 16,248,725

*The City implemented GASB Statement No. 75 effective July 1, 2017. The 2017 amounts
presented have not been restated to reflect the implementation of GASB 75. Refer to Note 1.



City of Hyattsville, Maryland

Management’s Discussion And Analysis
June 30, 2018

Revenues by Source
June 30, 2018
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City of Hyattsville, Maryland

Management's Discussion And Analysis
June 30, 2018
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City of Hyattsville, Maryland

Management'’s Discussion And Analysis
June 30, 2018

Financial Analysis of the Government's Funds

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

Governmental Funds

The focus of the City's governmental funds is to provide information on near-term inflows, outflows, and
balances of spendable resources. Such information is useful in assessing the City's financing
requirements. The City's fund balances are calculated by subtracting the City's liabilities from its assets
and serve as a useful measure of the City's available financial resources. In February 2009, GASB
issued Statement No. 54 "Fund Balance Reporting and Governmental Fund Type Definitions." This
statement provides clearer fund balance classifications and provides a hierarchy based on the extent to
which the City is bound to observe constraints placed on the use of resources in governmental funds.
The City has implemented this standard as of July 1, 2010. The five categories of fund balance are as
follows: Nonspendable, Restricted, Committed, Assigned and Unassigned.

The decrease in fund balance of the capital project fund is due to ongoing construction projects with no
offsetting bond issuances for fiscal year 2018.

The fund balance in the debt service fund did not change during the fiscal year 2018. This fund is
funded by a transfer from the general fund and as a general rule there is no change in the fund balance
year over year.

Budgetary Highlights

Original vs. Final

The originally adopted fiscal year 2018 budget was not amended during the year.

Capital Asset and Debt Administration

Total Capital Assets

The City's investment in capital assets for its governmental activities as of June 30, 2018 amounts to
$22,836,781 (net of accumulated depreciation). This investment in capital assets includes land,
buildings, site improvements, infrastructure, vehicles, machinery and equipment. The change in the
City's net investment in capital assets for fiscal year 2018 and 2017 was $935,309 and $2,143,048
respectively.
The major capital acquisitions/expenditures made during fiscal year 2018 were as follows:

« Nine new vehicles and one electric motorcycle for the Police Department.

» New CTV broadcast system upgrade for the Police Department.

« New mobile storage system for the Police Department.

e One trash truck and one bucket truck for Department of Public Works.

» Water and sewer upgrades at the Public Works Facility.

11



City of Hyattsville, Maryland

Management’s Discussion And Analysis
June 30, 2018

Total Capital Assets (Net of Accumulated Depreciation)

2018 2017

Land $ 2276999 § 2,276,999
Construction in progress 2,357,694 3,113,184
Buildings 4,877,416 4,227,612
Infrastructure 9,710,469 8,963,739
Vehicles 2,023,587 1,665,800
Machinery and equipment 1,590,616 1,664,138

Total capital assets, net $ 22,836,781 $ 21,901,472

Additional information on the City's capital assets can be found in Note 5 on page 29 of this report.
Long-Term Debt

At the end of the current fiscal year, the City had total outstanding debt obligations of $7,765,575, a net
pension liability of $9,335,943, a net OPEB obligation of $18,208,280, and compensated absences of
$537,246. These entire amounts are backed by the full faith and credit of the government.

Additional information on the City's long-term debt can be found in Note 6 on pages 30 - 32 of this
report. Additional information on the City's net pension obligation can be found in Note 7 on pages 33 -
44. Additiona! information on the City's net OPEB obligation can be found in Note 9 page 44 - 48.

Outstanding Debt

2018 2017
General obligation bonds $ 6,640,442 $ 7,757,307
Capital lease obligations 1,125,133 1,000,183
OPERB liability 18,208,280 6,503,082
Compensated absences 537,246 478,620
Net pension liability 9,335,943 10,978,158
Total $ 35847044 & 26,717,350

* The City implemented GASB Statement No. 75 effective July 1, 2017. The 2017 amounts
presented have not been restated to reflect the implementation of GASB 75. Refer to Note 1.

The City's total long-term debt increased by $9,129,694.
Economic Factors and the Fiscal Year 2018 Budget

The State of Maryland ("State”) and Prince George's County {"County") project an increase in the
economy in fiscal year 2018 as recent State and Local economic data reflects some growth in regional
jobs and in additional housing units. As a result, funds being passed through from the State and County
to local municipalities will remain constant. Generally noted in prior years, the City has not relied on
money from these sources to cover the costs of providing basic services to its citizens. As State and
County funds become available, the City's ability to address other projects and initiatives increases
through funded State and County grants. Nationally, economic trends indicate the economy's growth
will be slightly higher than the last reporting periods.

12



City of Hyattsville, Maryland

Management’s Discussion And Analysis
June 30, 2018

Nationally, most economic trends indicate the economy's growth will be slightly higher than the last
reporting periods. Correspondingly, the City's economic future is projected to be reflective of the
national economy noted above. As reported in the last update, geographically the City is located six
miles from the heart of the District of Columbia, twenty-eight miles from downtown Baltimore and
twenty-four miles west of the City of Annapolis. When considering the two metro stations, accessibility
to the MARC commuter train, the regional highway system plus the City's diversity and overall
affordability, it is one of five hottest neighborhoods to live in around the DC area as reported by the
Washingtonian magazine.

Requests for Information

This financial report is designed to provide a general overview of the City's finances for all those with an
interest in the City's finances. Questions concerning any of the information provided in this report or
requests for additional financial information should be addressed to the Treasurer, City of Hyattsville,
4310 Gallatin Street, Hyattsville, MD 20781.

13



City of Hyattsville, Maryland

Statement of Net Position
June 30, 2018

Assets
Current assets
Equity in pooled cash and cash equivalents
Restricted cash
Receivables (net of allowance)
Property taxes
Due from other governments
Notes receivable
Other

Total receivables
Prepaid expenses
Inventory

Total current assets

Noncurrent assets
Net capital assets

Total noncurrent assets
Total assets

Deferred outflows of resources - pension related

Total assets and deferred outflows of resources

14

Governmental
Activities

$ 17,391,783
327,215

65,177
1,196,157
394,675
937,554

2,593,563

115,330
10,354

20,438,245

22,836,781

22,836,781

43,275,026

2,716,881

$ 45,991,907




City of Hyattsville, Maryland

Statement of Net Position
June 30, 2018

Liabilities
Current liabilities
Accrued interest
Accounts payable
Retainage payable
Accrued wages/benefits payable
Deposits
Due to other governments
Unearned revenues

Total current liabilities

Noncurrent liabilities

Due within one year
Current portion of compensated absences
Current portion of long-term debt

Due within more than one year
Compensated absences
Loans payable - long-term
OPERB liability
Net pension liability

Total noncurrent liabilities
Total liabilities

Deferred inflows of resources - pension related
Deferred inflows of resources - OPEB related

Net position
Net investment in capital assets
Restricted
Unrestricted
Total net position

Total liabilities and net position

See Notes to Financial Statements.

15

Governmental

Activities

39,984
1,372,594
273,146
249,610
6,688
86,028
1,270,198

3,298,248

393,227
1,412,781

144,019
6,352,794
18,208,280
9,335,943

35,847,044

39,145,292

1,273,954
181,797

15,071,206
2,794,404
(12,474,748)

5,390,864

$ 45,991,907




City of Hyattsville, Maryland

Statement of Activities
Year Ended June 30, 2018

Program revenues Net (expense)
Operating revenue and
Charges for granits and Capital grants and changes in net
Function rams Expenses senvices contributions contributions position
Govemnmental activities
Legislative $ 414,708 - $ e $ - $ {414,708)
General government 4,512,030 335,675 - - (4,176,355)
Public safaty
Police 8,349,194 1,719,411 625,561 1,500 (6,002,722)
Fire 50,000 - - - {50,000)
Code enforcement 465,601 506,315 343,696 . 304,410
Public works 5,358,446 260,814 394,359 - {4,703,273)
Parks 589,680 - 143,832 - (445,848)
Recreation 546,020 3,150 26,728 - {516,151)
Community development 689,51 500 - {699,018}
Interest expense 284,683 - - - {284 683}
Total govemmental activities $ 21,268,888  § 2825865 § 1,534,176 $ 1,500 {16,908,348)
General revenues
Taxes
Property taxes 13,341,640
Income taxes 2,302,948
Admissions end amusemesnt 344,072
Interest and investment eamings 307,846
Gain or loss on sale of assets 9,078

See Notes to Financial Statements.

Miscellaneous

Total general revenues

Transfers in {out)

Change in net position

Net position - beginning of year, as previously stated
Cumulative effect of accounting change relatad to GASB 75
Net position - beginning, as restated

Net position, end of year

16

453,167

16818751

(89,587)

16,248,725

(10,768,264)

5,480,461



Assets
Equity in pooled cash and cash equivalents
Restricted cash
Recsivables (net of allowance):
Property taxes
Due from other governmeants
Due from other funds
Notes receivable
Other

Total receivables

Prepaid expenses
inventory

Total assets
Defarred cutflows of resources

Total assets and deferred outflows of resources

City of Hyattsville, Maryland

Balance Sheet
Governmental Funds
June 30, 2018

Special Capital Deabt Total
General Revenue Projects Service Governmental
Fund Fund Fund Fund Funds
$ 17,089,130 § 58,382 § 244,271 - $ 17,391,783
- - 327,215 - 327,215
65,177 - - - 65,177
1,034,624 161,533 - - 1,196,157
19,074,134 9,294,538 8,466,397 228,552 37,963,621
363,941 30,734 - - 394,675
394,569 490,525 52,460 - 937,554
21,832,445 9,977,330 8,518,857 228,552 40,557,184
112,950 - 2,380 - 115,330
10,354 - - - 10,354
39,044,879 10,035,712 9,092,723 228,552 58,401,866
$ 39044879 § 10,035,712 § 9,092,723 228,552 § 58,401,866

17



Liabilities, deferred inflows of resources and fund
balancas
Liabllities
Accounts payable
Retainage payable
Accrued wages/benefits payable
Deposits
Current portion of compensated absences
Due to other governments
Due to cther funds
Unearned revenues

Total liabilities
Deferred Inflows of rasources
Fund balances
Nonspendabte
Restricted
Committed

Assigned
Unassigned

Total fund balances

Total liabllitles, deferred inflows of resources
and fund balances

See Notes to Financial Statements.

Clty of Hyattsville, Maryland

Balance Sheet
Governmental Funds
June 39, 2018

Special Capital Dabt Total
General Revenue Projects Service Governmental
Fund Fund Fund Fund Funds
$ 302580 § 98,738 § 881,276 §$ - $ 1,372,504
- 2,603 270,543 - 273,146
243,115 6,495 - - 249,610
6,688 - - - 6,688
393,227 - - - 393,227
86,028 - - - 86,028
18,322,659 6,657,131 12,983,831 - 37,963,621
936,176 334,022 - - 1,270,198
20,380,473 7,098,989 14,135,650 - 41,615,112
76,677 - - - 76,877
123,304 - 2,380 - 125,684
- 2,794,404 - . 2,784,404
- - - 228,552 228,552
195,568 142,319 - - 337,887
18,268 857 - {5,045,307} - 13,223,550
18,587,729 2,936,723 {5,042,927) 228,552 16,710,077
$ 39,044879 § 10,035712 $ 5092723 § 228,552 § 58,401,866
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City of Hyattsville, Maryland
Reconciliation of Total Governmental Fund Balances

to Net Position of Governmental Activities
June 30, 2018

Total governmental fund balances

Capital assets used in governmental activities are not financial resources and
therefore are not reported in the funds.

Deferred revenues are not available in the current period and therefore are
deferred in the funds.

Deferred inflows of resources pertaining to the net pension liability are not
reported in the funds.

Deferred inflows of resources pertaining to the net OPEB liability are not reported
in the funds.

Deferred outflows of resources pertaining to the net pension liability are not
reported in the funds.

Long-term liabilities, including bonds payable, OPEB, capital leases, accrued
interest and compensated absences are not due and payable in the current
period and therefore are not reported in the funds.

Net position of governmental activities

See Notes to Financial Statements.
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16,710,077

22,836,781

76,677

(1,273,954)

(181,797)

2,716,881

(35,493,801)

$

5,390,864




City of Hyattsville, Maryland

Statement of Revenues, Expenditures and

Change in Fund Balances - Governmental Funds

Revenues
Property taxes
State taxes
Licenses and permits
Intergovernmental revenues
Charges for service
Fines and forfeltures
Red-light fines
Other fines
Miscellaneous revenues
Interast
Rents
Other miscelianeous ravenues

Total revenues

Expenditures
Currant
Leglslativa
General govemment
Public safety
Police services
Volunteer fire department
Code enforcement
Public works
Parks
Recraation
Community development
Capital outlay
Dabt service
Principal
Interest
Fess

Total axpenditures
Excess {deficlency) of revenues over expenditures
Other financing sources (uses)
Transfers from other funds
Transfors to other funds
Long-term debt proceads
Total cther financing sources (uses)
Net change in fund balances
Fund balancas - beglnning of the year

Fund balances - end of the yaar

See Notes to Financial Statements.

Year Ended June 30, 2018
Special Capital Debt Total
General Revenue Projects Service Govenmental
Fund Fund Fund Fund Funds
$ 13,298,351 $ o $ o $ S $ 13,208,351
2,810,307 - - - 2,610,307
770,779 - - - 770,779
758,447 777,229 - - 1,535,676
120,957 214,718 - - 335,675
265,987 . - - 265,987
49,453 1,424,188 - - 1,473,641
257,011 23 5,780 - 262,814
45,032 - - - 45,032
122 046 3 340,196 - 462,245
18,208,370 2,416,161 345,976 - 21,060,507
432,788 - - - 432,788
2,469,157 - 654,471 o 3,123,628
6,103,032 1,132,535 632,885 - 7,868,252
50,000 - - S 50,000
464,627 - - - 484,627
1,611,651 3,832 2,664,828 - 4,280,309
416,355 - 116,819 - 533,174
515,856 19,065 - - 534,924
312,645 362,658 24,215 - 699,518
2,606,291 - - - 2,606,291
- - - 1,368,628 1,359,628
5 & - 283,021 283,021
- S - 2475 2,475
14,882,402 1,618,080 4,093 016 1,645,124 22,238 632
3,315,068 898,071 {3,747,040) (1,645,124) {1,178,125)
5 S - 4,645,124 1,645,124
(1.645,124) - - - (1,645,124)
- - 367,712 - 367,712
(1,645,124) - 367,712 1,645,124 367,712
1,670,844 B898,071 {3 3789,328) - {810,413)
16,916 885 2,038,652 {1,663,599) 228 5652 17,520,490
§ 18587720 $ M $ 5,042027) $ 228552 & 16,710,077
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City of Hyattsville, Maryland

Reconciliation of Governmental Funds Statement of Revenues,

Expenditures and Change in Fund Balance to the Statement of Activities

June 30, 2018

Net Change in Fund Balances - Total Governmental Funds

Governmental funds report capital outlays as expenditures. However, in the
statement of activities, the cost of those assets is allocated over their estimated
useful lives as depreciation expense. This is the amount by which capital outlays
exceeded depreciation in the current period.

Repayment of debt principal is reported in governmental funds as an expenditure,
however, in the statement of activities, it is recorded as a reduction in long-term
debt. This is the amount of principal debt repayment.

Governmental funds report debt proceeds as an other financing source but
increases non-current liabilities in the statement of net position.

Other expenses in the statement of activities that do not provide current financial
resources are not reported in the funds.

Property taxes in the statement of activities that do not provide current financial
resources are not reported as revenues in the funds.

Income taxes in the statement of activities that do not provide current financial
resources are not reported as revenues in the funds.

Difference between modified accrual and full accrual basis of accounting for
compensated absences.

Pension expense pertaining to the net pension liability is not reported in the
funds.

OPEB expense pertaining to the OPEB liability is not reported in the funds.

Change in Net Position of Governmental Activities

See Notes to Financial Statements.
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$  (810,413)

935,309

1,359,627

(367,712)

10,566

(13,289)

126,713

(58,626)

(153,041)

(1,118,731)

$ (89,597)




City of Hyattsville, Maryland

Notes to Financial Statements
June 30, 2018

Note 1 - Summary of significant accounting policies

The City's financial statements are prepared in accordance with accounting principles generally
accepted in the United State of America ("USA"). The Governmental Accounting Standards Board
("GASB") is responsible for establishing general accepted accounting principles in the United States
of America ("GAAP") for state and local governments through its pronouncements (Statements and
Interpretations).

The more significant accounting policies established in GAAP and used by the City are discussed
below.

Financial reporting entity

The City of Hyattsville, Maryland (the "City") was established in 1886 and adopted its present
Charter in 1983. The City, in conjunction with Prince George's County, the Prince George's County
Board of Education, and the Washington Suburban Sanitary Commission, provides the citizens of
Hyattsville with services in legislative, general government, public safety, public works, parks,
recreation, and community development. The other aforementioned governmental entities are
administered by separate boards or commissions; accordingly, the City has no oversight
responsibility for any of these entities and the financial activities of such entities are not included in
the financial statements.

Basic financial statements - government-wide financial statements

The City's basic financial statements include both government-wide financial statements (reporting
the City as a whole) and fund financial statements (reporting the City's major funds). Both the
government-wide and fund financial statements categorize primary activities by governmental type:
public safety, parks, recreation, public works, legislative, and general services are classified as
governmental activities. The City had no business-type activities for the fiscal year ended June 30,
2018.

In the government-wide statement of net position, the governmental balances are reported on a full
accrual, economic resources basis, which recognizes all long-term assets and receivables as long-
term debt and obligations. The City's net position is reported in three parts - net investment in
capital assets; restricted net position; and unrestricted net position.

The government-wide statement of activities reports both the gross and net expense of each of the
City's functions. These functions are also supported by general governmental revenues (property
and state taxes, certain intergovernmental revenues, investment earnings, etc.). The statement of
activities reduces gross expenses (including depreciation) by related program revenues, operating
grants and capital grants and contributions. Program revenues must be directly associated with the
function {public safety, public works, community development, etc.). Operating grants include
operating-specific and discretionary (either operating or capital) grants while the capital grants and
contributions reflect capital-specific grants.

The net expenses (by function) are normally covered by general revenues (property and state
taxes, intergovernmental revenues, investment earnings, etc.).

Basic financial statements - fund financial statements

The financial transactions of the City are reported in individual funds in the fund financial
statements. Each fund is accounted for by providing a separate set of self-balancing accounts that
comprises its assets, liabilities, reserves, fund balance, revenues, and expenditures. The various
funds are reported by generic classification within the financial statements.
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City of Hyattsville, Maryland

Notes to Financial Statements
June 30, 2018

The following fund types are used by the City:

Governmental funds

e General fund - is the general operating fund of the City and is used to account for all
financial resources, except those required to be accounted for in another fund.

¢ Special revenue fund - is used to account for the proceeds of specific revenue sources that
are legally restricted to expenditure for specific purposes, such as grants and parking fine
violations.

e Capital projects fund - is used to account for financial resources to be used for the
acquisition or construction of major capital facilities and the acquisition of major capital
assets.

¢ Debt service fund - is used for the repayment of general obligation long-term debt and
corresponding interest expense on the debt.

The funds are further classified as major and nonmajor. Major funds are determined by a
percentage of assets, liabilities, revenues, or expenditures/expenses in relation to the totals of
all funds in those categories. The major funds of the City are the general, special revenue,
capital projects, and debt service funds. The City does not have any non-major funds.

Measurement focus

In the government-wide statement of net position and statement of activities, the governmental
activities are presented using the "economic resources” measurement focus. The accounting
objectives of this measurement focus are the determination of changes in net position and financial
position. All assets and deferred outflows of resources and liabilites and deferred inflows of
resources (whether current or non-current) associated with their activities are reported.

In the fund financial statements, all government funds use a "current financial resources"
measurement focus. Only current financial assets and deferred outflows of resources and liabilities
and deferred inflows of resources are generally included on their balance sheets. Their operating
statements present sources and uses of avallable spendable financial resources during a given
period. These funds use fund balance as their measure of available spendable financial resources
at the end of the period.

Agency funds are not involved in the measurement of results of operations; therefore, measurement
focus is not applicable to them.

Basis of accounting
Accrual
Basis of accounting refers to when revenues and expenditures are recognized in the accounts
and reported in the financial statements. In the government-wide statement of net position and
statement of activities, the accrual basis of accounting is used, which means revenues are
recognized when earned and expenses are recognized when incurred.

The governmental funds financial statements are presented on the modified accrual basis of
accounting. Under the modified accrual basis of accounting, revenues are recorded when
susceptible to accrual (i.e. both measurable and available). "Available”™ means collectible within
the current period or within 60 days after year-end. Expenditures are generally recognized
under the modified accrual basis of accounting when the related liability is incurred. The
exception to this general rule is that principal and interest on general obligation long-term debt,
if any, is recognized when due.
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City of Hyattsville, Maryland

Notes to Financial Statements
June 30, 2018

Financial statement amounts
Deposits and investments
To facilitate effective management of the City's resources, substantially all operational cash is
combined in one pooled account. Short-term investments of one year or less, which are
included in the City's equity in pooled cash and cash equivalents, are stated at amortized cost
plus accrued interest.

Interest income earned on City's investments is allocated among all the funds in accordance
with the equity in pooled cash and cash equivalent balances.

Receivables

Receivable balances for the governmental activities include property taxes, due from other
governments, and fines and forfeitures. Allowances for uncollectible accounts receivable, if any,
are based upon historical trends and the periodic aging of the related accounts receivable. As of
June 30, 2018, allowance for uncollectible property taxes receivable was $277,321.

Unearned revenues

Governmental funds report advanced revenue in connection with receivables for revenues that
are not considered to be available to liquidate liabilities of the current period. Govemmental
funds and Governmental Activities also defer revenue recognition in connection with resources
that have been received, but not earned. At the end of the fiscal year, the City had unearned
revenues from income taxes, real and personal property taxes and fines, fees and licenses of
$1,270,198.

Interfund receivable and payables

During the course of operations, numerous transactions occur between individual funds that
may result in amounts owed between funds. Interfund receivables and payables within
governmental activities are eliminated in the statement of net position.

Inventory and prepaids
Inventory in the general fund consists of expendable supplies held for the City's use and is
stated at cost, on the first-in, first-out basis.

Capital assets

Capital assets purchased or acquired with an original cost of $2,500 or more are reported on the
statement of net position at historical cost or estimated historical cost. Contributed assets are
reported at fair market value as of the date received. Additions, improvements, and other capital
outlays that significantly extend the useful life of an asset are capitalized. Other costs incurred
for repairs and maintenance are then expensed as incurred. Depreciation on all assets is
provided on the straight-line basis over the following estimated useful lives:

Buildings 20-50 years
Machinery and equipment 2-15 years
Improvements 10-20 years
Infrastructure 20 years
Vehicles 10 years

Expenditures for capital assets are reflected as capital outlay expenditures in the governmental
fund statements.
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City of Hyattsville, Maryland

Notes to Financial Statements
June 30, 2018

Equity classifications
Government-wide statements
Equity is classified as net position and displayed in three components:

a. Net investment in capital assets: Consists of capital assets including restricted capital

assets, net of accumulated depreciation and reduced by the outstanding balances of any
bonds, mortgages, notes, or other borrowing, and reduced or increased by deferred
inflows and outflows attributable to the acquisition, construction, or improvement of those
assets.

. Restricted net position: Consists of net position with constraints placed on the use by

either 1) an external group such as creditors, grantors, contributors, or laws or regulation
of governments; or 2) a law through constitutional provision or enabling legislation and
are reduced by liabilities and deferred inflows of resources relating to those constraints.

Unrestricted net position: Consists of the remaining net position that does not meet the
definition of "restricted” or "net investment in capital assets.”

Fund statements
Governmental fund equity is classified as fund balance. In the governmental fund financial
statements, fund balances are classified as follows:

1.

Non-Spendable Fund Balance - amounts that cannot be spent either because they are in
a non-spendable form or because they are legally or contractually required to be
maintained intact.

Restricted Fund Balance - amounts that can be spent only for specific purposes because
of restrictions imposed externally by creditors (such as through debt covenants),
grantors, contributors or laws or regulations of other governments or imposed by the City
Charter, City Code or enabling legislation.

Committed Fund Balance - amounts that can be used only for specific purposes
determined by a formal action by City Council, the City's highest level of decision-making
authority, ordinance or resolution.

Assigned Fund Balance - amounts that are constrained by the City's intent that they be
used for specific purposes but are neither restricted nor committed. Pursuant to the City
Charter, the City Council is authorized to assign amounts for specific purposes.

Unassigned Fund Balance - all amounts not included in other spendable classifications,
as noted above.

The City considers restricted fund balances to be spent for governmental expenditures first when
both restricted and unrestricted resources are available. The City also considers committed fund
balances to be spent first when other unrestricted fund balance classifications are available for use.

At the end of fiscal year 2018, the City's total fund balance was $16,710,077, a decrease of
$810,413 from prior fiscal year. At the end of the current fiscal year, the unassigned fund balance
was $13,223,550 of the total fund balance, a decrease of 12% in comparison to the prior year. The
classifications of fund balances are: "Nonspendable" of $115,330 in prepaid expenses and $10,354
in inventory. "Restricted"” - $2,794,404 for various expenditures related to grants and other projects,
"Committed” - $228,552 for debt service, and "Assigned" - $337,887 for encumbrances.
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City of Hyattsville, Maryland

Notes to Financial Statements
June 30, 2018

Revenues

Substantially all governmental fund revenues are accrued. Property taxes are billed and
collected within the same period in which the tax is levied. The City's real property taxes are
levied on July 1st. Payments are due one-half by September 30th and one-half by December
31st. The lien date of both personal and real property is March 31st. Prince George's County
bills and collects real property taxes for the City. Governmental funds and governmental
activities defer revenue recognition in connection with resources that have been received but
not earned.

Property in which taxes remain in a delinquent status as of the second Monday in May is placed
for tax sale,

Expenditures
Expenditures are recognized when the related fund liability is incurred. Inventory costs are
reported in the period when inventory items are used, rather than in the period purchased.

Compensated absences

Based on years of service, employees are allowed to accrue vacation and carry over up to a
maximum of 30 days. Any days in excess of 30 as of January 31 each year are credited to sick
leave. If such days are unused at retirement, they are then converted to days worked for
purposes of determining total retirement benefits. Sick pay does not vest and, accordingly, has
not been reflected in the financial statements.

Grants

Federal grants received on the basis of entitlement periods are recorded as receivables and
revenues when the entitlement occurs. Federal reimbursement grants are recorded as
receivables and revenues when the related expenditures are incurred. Under the Community
Development Block Grant program, the City makes interest-free loans and grants to qualified
City residents for the rehabilitation of homes, with repayment deferred until the properties are
transferred to other owners. The property owners convey deeds of trust to the City as security
for the loans. Upon repayment by the resident, the City can reuse the funds in accordance with
the program regulations. The program also provides interest-free loans for businesses for
building fagade improvements. These loans, also protected by a deed of trust on the property,
are amortized over a 10-year period.

Deferred outflows and inflows of resources

A deferred outflow of resources represents a consumption of net position that applies to a future
period and so will not be recognized as an outflow of resources (expense/expenditure) until
then. Likewise, a deferred inflow of resources represents an acquisition of net position that
applies to a future period and so will not be recognized as an inflow of resources (revenue) until
that time. The City had deferred outflows of $2,716,881 relating to the City's proportionate share
of the System's net pension liability (see Note 7) at June 30, 2018. The City had governmental
deferred inflows of $76,677 relating to real and personal property taxes in the general fund,
government-wide deferred inflows of $1,273,954 relating to the City's proportionate share of the
System's net pension liability (see Note 7) and $181,797 relating to the City's OPEB liability (see
Note 9) at June 30, 2018.

Risk management

The City's risk management program is administered principally by the City Administrator's
Department. This department is charged with procuring the correct types of insurance and in
sufficient amounts to provide adequate protection to the City. All of the City's insurance policies are
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City of Hyattsville, Maryland

Notes to Financial Statements
June 30, 2018

purchased from the Local Government Insurance Trust ("LGIT"). LGIT is a consortium of Maryland
local governments' insurance pools that was established for Local Government in Maryland by
State Statute as a result of the efforts of the Maryland Municipal League ("MML"} and the Maryland
Association of Counties ("MACOQO"). Group health insurance is provided under either the state
program or one privately administered plan. In addition to providing coverage, LGIT also provides
claims processing, investigation of incidents, and legal consuiting services to the City when
necessary.

Use of estimates

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenditures during the reporting pericd. Actual results could
differ from those estimates.

Change in accounting principle - other post-employment benefits

During the year ended June 30, 2018, the City implemented GASB 75 - Accounting and Financial
Reporting for Postemployment Benefits Other Than Pensions, which is effective for fiscal years
beginning after June 15, 2017. GASB 75 specifies that employers recognize their net OPEB liability,
and the related deferred outflows of resources, deferred inflows of resources, and OPEB expense
on their books, and also stipulates the incremental note disclosures and Required Supplementary
Information in the financial reports of employers with defined benefit OPEB plans.

GASB 75 was applied retrospectively by restating the financial statements for all periods presented.
The presentation of net OPEB liability and OPEB expense in accordance GASB 75 required the
restatement of the beginning of the year net position. Accordingly, the beginning of the year net
position was reduced by the beginning of the year net OPEB liability of $10,768,264. The following
is a summary of the effects of the implementation of this statement on the City's beginning net
position:

Net position, as of June 30, 2017 as previously reported $ 16,248,725
Cumulative effect of GASB 75 implementation (10,768,264)
Net position, as of June 30, 2017 as restated $ 5,480,461

Subsequent events
The City evaluated subseguent events through July 9, 2020, which represents the date the financial
statements were available to be issued.

In September 2019 the City issued general obligation bonds in the amount $13,825,000 for various
capital projects.

In December 2019 and early 2020, the coronavirus that causes COVID-19 was reported to have
surfaced in China. The spread of this virus globally including in early 2020 has caused business
disruption domestically in the United States. While the disruption is currently expected to be
temporary, there is considerable uncertainty around the duration of this disruption. Therefore, while
the City expects this matter to negatively impact the City's financial condition, resuits of operations,
or cash flows, the extent of the financial impact and duration cannot be reasonably estimated at this
time.
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City of Hyattsville, Maryland

Notes to Financial Statements
June 30, 2018

Note 2 - Equity in pooled cash and cash equivalents

The City maintains cash in an investment pool that is available for use by all of the City's funds. The
City is required by State law to invest only in federally insured banks in the State of Maryland,
federally insured savings and loan associations in the State of Maryland, or in the Maryland Local
Government Investment Pool ("MLGIP"}. The City primarily invests in MLGIP,

As of June 30, 2018, the City had the following deposits and investments included as equity in
pooled cash and cash equivalents and restricted cash in the statement of net position:

Investment type Fair value
Deposits $ 1,008,236
Maryland Local Government Investment Pool 16,710,762
Total $ 17,718,998

Deposits

Custodial Credit Risk - Custodial credit risk for deposits is the risk that in the event of bank failure,
the City's deposits may not be returned. Maryland State Law prescribes that local government units,
such as the City, must deposit its cash in banks which transact business in the State of Maryland.
Such banks must also secure any deposits in excess of the Federal Depository Insurance
Corporation insurance levels with collateral whose market value is at least 102% of the deposits. As
of June 30, 2018, all the City's deposits were either covered by federal depository insurance or
covered by collateral held in the pledging bank's trust department in the City's name.

Restricted assets
As of June 30, 2018, there is a $327,215 balance restricted for unpresented bonds.

Investments

Credit Risk - As of June 30, 2018, the Maryland Local Government Investment Pool was rated AAA
by Standard & Poor's. Regulatory oversight for the local government investment pool rests with the
Maryland State Treasurer's Office and the fair value of the pool is the same as the value of the pool
shares.

Interest Rate Risk - Interest rate risk is the risk that changes in interest rates will adversely affect
the fair value of an investment. Interest rate risk is minimized due to the fact that all authorized
investments have a maximum allowable maturity of two years from the date of purchase.

Custodial Credit Risk - Custodial credit risk for investments is the risk that in the event of failure of a
depository financial institution or counterparty to a transaction, the City will not recover the value of
deposits, investments, or collateral securities that are in the possession of an outside party. The
City was not exposed to custodial credit risk at June 30, 2018.

28



City of Hyattsville, Maryland
Notes to Financial Statements
June 30, 2018

Note 3 - Due from other governments

As of June 30, 2018, due from other governments consisted of the following:

Special
General revenue
fund fund Total
State of Maryland 1,031,249 $ 63,113 $ 1,084,362
Prince George's County - 89,420 89,420
Other 3,375 19,000 22,375
1,034,624 $ 161,533 $ 1,196,157
Note 4 - Due to/from other funds
As of June 30, 2018, due to/from other funds consisted of the following:
Interfund Interfund
receivables payables
General fund $ 19,974,134 $ 18,322,659
Special revenue fund 9,294,538 6,657,131
Capital projects fund 8,466,397 12,983,831
Debt service fund 228,552 -
$ 37,963,621 $ 37,963,621
Note 5 - Capital assets
Beginning Delations/ Ending
balance Increases transfers balance
Capital assets not being depreciated
Land $ 2,276,999 - - $ 2,276,999
Construction In progress 3,113,184 1,059,629 {1,815,119) 2,357,694
Total capital assets not being depreciated 5,390,183 1,059,629 (1,815,119) 4,634,693
Capital assets being depreclated
Buildings and improvements 7.678,875 39,909 782,021 8,500,805
Infrastructure 14,925,049 479,943 1,033,098 16,438,090
Vehicles 4,345,011 694,050 {200,533) 4,838,528
Machinery and equipment 5,187,804 332,760 - 5,520,664
Total capital assets being depreciated 32,136,839 1,546,662 1,614,586 35,298,087
Less accumulated depreciation for
Buildings and improvements 3,451,263 172,126 - 3,623,389
Infrastructure 5,961,310 766,311 - 6,727,621
Vehicles 2,689,211 326,263 (200,533) 2,814 941
Machinery and equipment 3,523,766 408,282 - 3,930,048
Total accumulated depreciation 15,625,550 1,670,982 (200,533) 17,095,999
Total capital assets being depreciated, net 16,511,289 {124,320) 1,815,118 18,202,088
Total capital assets, net $ 21901 !472 $ 935,309 $ - $ 22!836|781




City of Hyattsville, Maryland

Notes to Financial Statements
June 30, 2018

Summary of fiscal year 2018 depreciation:

General Government $ 43,315
Public Safety 480,942
Code 974
Public Works 1,078,137
Parks 56,508
Recreation 11,108

Total depreciation expense $ 1,670,982

Construction commitments

The City has outstanding commitments for construction contracts at year-end. The commitments
represent the difference between the contract prices of the various projects and the amounts
incurred on each contract. As of June 30, 2018, the capital project fund had construction
commitments of $5,224,408 that were considered outstanding.

Note 6 - Noncurrent liabilities

Noncurrent liability activity for the year ended June 30, 2018 was as follows:

Beginning Ending Amounts due

balance Additions Reductions balance within one year
Governmental activities
Bonds and notes payable
Ganeral obligation debt and notes
payable $ 7757307 §$ $ 1,116,865 $ 6,640,442 $ 1,127,468

Capital lease obligations 1,000,183 367,712 242 762 1,125,133 285,315
Total bonds and notes payable 8,757,490 367,712 1,359,627 7,765,575 1,442,781
Other liabilities
OPEB llability 17,274,346 936,934 - 18,208,280 -
Net pensicn labllity 10,978,158 - 1,642 215 9,335,943 -
Compensated absences 478,620 58,626 - 537,246 303,227
Total noncurrent liabilities $ 37,485,614 $ 1,363,272 $ 3,001,842 $ 35847044 $ 1,806,008

During the year ended June 30, 2005, the City issued a public improvements bond of $1,600,000.
The bond has been issued for a term of 15 years with an interest rate of 3.363%. The outstanding
principal balance at June 30, 2018 was $213,333.

Remaining payments are as follows:

For the years ending

June 30 Principal Interest Total
2019 $ 106,667 $ 6277 $ 112,944
2020 106,666 2,695 109,361

$ 213,333 $ 8972 $ 222,305

During the year ended June 30, 2006, the City issued a public improvements bond of $2,400,000.
The bond has been issued for a term of 15 years with an interest rate of 4.15%.
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The outstanding principal balance at June 30, 2018 was $460,005. Remaining payments are as

follows:

For the years ending

June 30 Principal Interest Total
2019 $ 153,333 $ 19,090 3 172,423
2020 153,333 12,727 166,060
2021 163,339 6,358 159,697

$ 460,005 $ 38,175 $ 498,180

During the year ended June 30, 2008, the City issued a public improvement bond of $5,852,000.
The bond has been issued for a term of 15 years with an interest rate of 3.67%. The outstanding
principal balance at June 30, 2018 was $1,950,670. Remaining payments are as follows:

For the years ending

June 30 Principal Interest Total
2019 $ 390,133 § 64,431 $ 454,564
2020 390,133 50,113 440,246
2021 390,133 35,795 425 928
2022 390,133 21,477 411,610
2023 390,138 7,154 397,292

$ 1950670 § 178,970 § 2,129,640

During the year ended June 30, 2010, the City issued a public improvement bond of $650,000. The
bond has been issued for a term of 15 years with an interest rate of 4.01%. The outstanding
principal balance at June 30, 2018 was $303,334. Remaining payments are as follows:

For the years ending

June 30 Principal Interest Total
2019 $ 43333 § 12,164  § 55,497
2020 43,333 10,426 53,759
2021 43,333 8,688 52,021
2022 43,333 6,951 50,284
2023 43,333 5,213 48,546

Thereafter 86,669 5,213 91,882
$ 303,334 § 48655 § 351,989

During the year ended June 30, 2011, the City issued public improvement bonds of $4,144,062.
Series A for $50,120 was issued for a term of 5 years and Series B for $4,093,945 was issued for a
term of 15 years with an interest rate of 3.12%. The outstanding principal balance of the Series B
bonds at June 30, 2018 was $2,136,500.
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Remaining payments are as follows:

For the years ending

June 30 Principal Interest Total
2019 $ 273,500 $ 76,254 $ 349,754
2020 282,500 68,131 350,631
2021 293,500 58,000 351,500
2022 305,000 48,286 353,286
2023 316,000 33,488 349,488
Thereafter 666,000 44,014 710,014

$ 2,136,500 % 328,173 § 2,464,673

During the year ended June 30, 2013, the City issued a public improvement bond of $2,500,000.
The bond has been issued for a term of 15 years with an interest rate of 2.48%. The outstanding
principal balance at June 30, 2018 was $1,576,600. Remaining payments are as follows:

For the years ending

June 30 Principal Interest Total
2019 $ 160,500 $ 40,202 $ 200,702
2020 163,000 37,458 200,458
2021 166,600 34,263 200,863
2022 170,000 30,464 200,464
2023 174,000 24,484 198,484
Thereafter 742,500 61,029 803,529

$ 1,676,600 % 227,900 % 1,804,500

Capital lease obligations

The City is obligated under multiple lease-purchase agreements for public works and police
vehicles and equipment that have been capitalized for government-wide financial statement
purposes. Under the terms of the agreements, the City has the option to purchase the vehicles
andfor equipment for the remaining principal balance at any time during the term of the respective
lease. Remaining payments are as follows:

Principal Interest Total
2019 $ 285,315 9 34,113 $ 319,428
2020 317,793 24,089 341,882
2021 238,028 14,500 253,528
2022 177,945 7,464 185,409
2023 105,052 2,079 107,131
$ 1,125,133 3 82,245 $ 1,207,378

The gross amount of assets under the outstanding capitalized leases included in vehicles was
$1,522,923 at June 30, 2018. The amount of accumulated depreciation related to these assets was
$372,438 as of June 30, 2018.

32



City of Hyattsville, Maryland

Notes to Financial Statements
June 30, 2018

Note 7 - Employee retirement plans

Summary

The City participates in both the "Employees' Retirement and Pension System", and the "Law
Enforcement Officers' Pension System"”, under the Maryland State Retirement and Pension System
{the "System"), which is a cost-sharing multiple-employer public employee retirement system. The
System is comprised of the Teachers' Retirement and Pension System, Employees' Retirement and
Pension System, State Police Retirement Pension System, Judges' Retirement System and the
Law Enforcement Officers' Pension System. The System was established, by the State Personnel
and Pensions Article of the Annotated Code of Maryland, to provide retirement allowances and
other benefits to State employees and employees of participating governmental units. The Maryland
State Retirement and Pension System issues a Comprehensive Annual Financial Report which
contains trend information showing the progress of the system in accumulating sufficient assets to
pay benefits when due as well as other financial, statistical, and actuarial data. A copy of this report
is available online at www.sra.state.md.us/agency.

All employees of the City whose positions are considered classified, meaning that these positions
have been adopted in the budget and approved by City Council, and all police officers who have
been certified in the State of Maryland are eligible to participate in the plan upon their date of hire.

During the 1999 legislative session, the Maryland General Assembly created, effective, July 1,
1998, the "Contributory Pension System." Prior to this date, all employees except for police officers
were members of either the "Employees' Retirement System” or the "Non-contributory Pension
System."

Employees who were members of the "Non-contributory Pension System" were compelled to join
the "Contributory Pension System" ("CPS") if the municipality in which they were employed opted to
join. The City opted to join the CPS on June 10, 1999. The Employees' Retirement System and the
Contributory Pension System were combined to form one plan.

CPS provides retirement, death, and disability benefits to members, who are required to have at
least 90 years of combined age and years of eligibility service. Members of CPS may apply for early
retirement benefits at age 60 with a minimum of 15 years of service or at age 65 with 10 years.

For police officers, the Maryland General Assembly created the "Law Enforcement Officers Pension
System" ("LEOPS") during its 2003 legislative session. LEOPS was made effective retroactive to
July 1, 2002. All certified law enforcement officers were compelled to join either the LEOPS
Retirement or LEOPS Pension System if the municipality in which they worked opted to join. The
Law Enforcement Officer Retirement and Pension Systems were established to cover police officers
who are certified in the State of Maryland. All police officers are eligible to participate in the plan
upon their date of hire.

LEOPS provides retirement, death, and disability benefits. A member of the LEOPS may retire as
early as age 50 with 15 years of service or retire after 25 years of service regardless of age.
Benefits vest after five years of service. The Maryland State Retirement Agency issues a
comprehensive annual financial report for the State Retirement and Pension System of Maryland.
This report may be obtained by writing to the State Retirement and Pension System of Maryland,
120 East Baltimore Street, Baltimore, Maryland 21202, or by calling {410) 625-5555.
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Accounting principles

The City participates in the System and qualifies as a Participating Governmental Unit ("PGU"). The
State Retirement Agency (the "Agency") is the Plan administrator and fiduciary. A PGU must
recognize its proportionate share of the System's net pension liability (i.e. unfunded pension liability)
and pension expense. The City's proportionate shares for employees participating in the
"Employees’ Retirement and Pension System” ("ERPS") and in the "Law Enforcement Officers’
Pension System" ("LEOPS") are based on total System contributions and approximate 0.01499%
and 0.02818%, respectively, as of the measurement date of June 30, 2017.

Funding policy

The Employees’ Retirement System, CPS and LEOPS are jointly contributory. Under the
Employees' Retirement System and LEOPS, employees contribute 4% to 7% of their base salary.
Under the CPS, employees contribute 5% of their base salary. Effective July 1, 1980, in accordance
with the law governing the Systems, all benefits of the Systems are funded in advance. Annually
appropriated employer contribution rates for the retirement benefits are determined using the entry
age normal cost method.

The City's employees participate in the System and contributed the above percentages of their
compensation during fiscal year 2017 as stipulated by the System. The City contributed $333,482
for ERPS and $671,610 for LEOPS to the System for fiscal year 2018 which were actuarially
determined based on statutory provisions. The City has also recognized in Pension Expense ifs
proportionate share of the System's deferred inflows of resources (an increase in Pension Expense)
attributable to the net difference between projected and actual investment earnings on pension plan
assets and its proportionate share of the System's deferred outflows of resources (a decrease in
Pension Expense) attributable to changes in assumptions.

Basis of presentation and basis of accounting

1. Employers participating in the System's cost-sharing multiple-employer defined benefit
plans are required to report pension information in their financial statements for fiscal
periods beginning on or after June 15, 2014, in accordance with GASB Statement No. 68,
Accounting and Financial Reporting for Pensions. The Schedule of Employer Allocations
and Schedule of Pension Amounts by Employer (pension allocation schedules) provide
employers with the required information for financial reporting. The System's financial
statements are prepared on the accrual basis of accounting and are prepared in
accordance with accounting principles generally accepted in the United States of
America ("GAAP") that apply to governmental accounting for fiduciary funds.

2. Actual employer contributions billed to participating governmental units for the year
ended June 30, 2017, are used as the basis for determining each employer's proportionate
share of the collective pension amounts reported in the Schedule of Employer
Allocations. The contributions were adjusted by increasing contributions by approximately
$77 million to adjust for differences between actuariaily determined contributions and actual
contributions by the State of Maryland for the year ended June 30, 2017.
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3. The components of the calculation of the net pension liability for the System as of June 30,
2017, calculated in accordance with GASB Statement No. 67, are shown in the

(Expressed in thousands)

Total pension liability $70,610,885
Plan fiduciary net position 48,987,184
Net pension liability $21,623,701
Plan fiduciary net position as a percentage

of the total pension liability §9.38%

Actuarial assumptions
e Agctuarial - Entry Age Normal

¢ Amortization Method - Level Percentage of Payroll, Closed

e Asset Valuation Method - 5-year smoothed market; 20% collar

¢ Inflation - 2.705% general, 3.20% wage

+ Discount Rate - 7.55%

¢ Investment Rate of Return - 7.55%

+ Retirement Age - Experience-based table of rates that are specific to the type of eligibility
condition. Last updated for the 2015 valuation pursuant to an experience study of the period
2010-2014.

¢ Mortality - RP-2014 Combined Healthy Mortality Table projected to the year 2025

Note: There were no benefit changes during the year. Adjustments to the roll-forward liabilities
were made to reflect the following assumption changes in the 2016 valuation:

¢ Investment return assumption changed from 7.55% to 7.50%
¢ |Inflation assumption changed from 2.705% to 2.65%

Investments

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 retum
(expected returns, net of pension plan investment expense and inflation) are developed for each
major asset class. These ranges are combined to produce the long-term expected rate of return
by weighting the expected future real rates of return by the target asset allocation percentage and
by adding expected inflation. Best estimates of geometric real rates of return were adopted by the
System's Board after considering input from the investment consultant(s) and actuary(s).
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For each major asset class that is included in the System's target asset allocation, these best
estimates are summarized in the following table:

Target Long-term
Asset class allocations expected real
Public equity 36% 5.3%
Rate sensitive 21% 1.2%
Credit opportunity 9% 3.6%
Absolute return 8% 3.1%
Private equity 11% 7.0%
Real assets 15% 5.7%
Total 100%

The above was the System's Board of Trustees adopted asset allocation policy and best estimate
of geometric real rates of return for each major asset class as of June 30, 2017.

Discount rate

A single discount rate of 7.50% was used to measure the total pension liability. The single
discount rate was based on the expected rate of retum on pension plan investments of 7.50%. The
projection of cash flows used to determine this single discount rate assumed that plan member
contributions will be made at the current contribution rate and that employer contributions will
be made at rates equal to the difference between actuarially determined contribution rates and
the member rate. Based on these assumptions, the pension plan's fiduciary net position was
projected to be available to make all projected future benefit payments of current plan
members. Therefore, the long-term expected rate of return on pension plan investments was
applied to all periods of projected benefit payments to determine the total pension liability.

Sensitivity of the net pension liability

Regarding the sensitivity of the net pension liability to changes in the single discount rate, the
following presents the System's net pension liability and the City's proportionate share of the
System's net pension liability (expressed in thousands), calculated using a single discount rate
of 7.50%, as well as what the System's net pension liability would be if it were calculated using a
single discount rate that is 1 percentage point lower (i.e., 6.50%) or 1 percentage point higher (i.e.,
8.50%).

1% Lower -
6.50%

Current Rate -
7.50%

1% Higher -
8.50%

The System's net pension liability

$ 30,645,067,000

$ 21,623,701,000

$ 14,138,519,000

The City's proportionate share of net pension
liability for the Employees’ Retirement and

Pension Systems $ 4,595,087 | 8 3,242,373 | § 2,120,006
The City's proportionateshare of net pension

liability for the Law Enforcement Officers’ Pension

Systems $ 8,635,794 | § 6,003,570 [ § 3,984,241
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