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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
Chico Area Recreation and Park District
Chico, California

We have audited the accompanying financial statements of the business-type activities of Chico
Area Recreation and Park District (the District), as of and for the year ended June 30, 2019, and
the related notes to the financial statements, which collectively comprise the District’s basic
financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

The District’s 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.

Auditors’ Responsibility

Our responsibility is to express an opinion 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 California State Controllers’ Minimum Audit Requirements for California
Special Districts. 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 auditors’
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 District’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
District’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.
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INDEPENDENT AUDITORS’ REPORT
(Continued)

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the business-type activities of the District as of June 30, 2019, and the
changes in financial position and cash flows for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis on pages 5 through 12, the schedule of the District’s
proportionate share of the net pension liability on page 32, and the schedule of District
contributions on page 33, 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 District’s basic financial statements. The Board of Directors is presented
for purposes of additional analysis and is not a required part of the basic financial statements.

The Board of Directors on page 3 has 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 it.

Kl Jeom LLP

February 20, 2020
Chico, California
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Chico Area Recreation and Park District
MANAGEMENT’S DISCUSSION AND ANALYSIS

Management of the Chico Area Recreation and Park District (the District) offers readers of the financial
statements this narrative overview and analysis of the financial activities of the District for the fiscal year
ended June 30, 2019. We encourage readers to consider the information presented here in conjunction with
the District’s financial statements and the accompanying notes to the financial statements.

FINANCIAL HIGHLIGHTS

e The assets and deferred outflows of resources exceeded liabilities and deferred inflows of
resources at the close of the most recent fiscal year by $31,044,727 (net position).

e Cash flows generated from general fund operations during the year were $1,582,616.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the basic financial statements. The
District’s basic financial statements comprise two components: 1) government-wide financial statements, and
2) notes to the financial statements. This report also contains other required supplemental information in
addition to the basic financial statements.

Government-Wide Financial Statements

The District’s financial statements are designed to provide readers with a broad overview of the finances in a
manner similar to a private-sector business. These financial statements reflect the business-type activities of
the District.

Statement of Net Position The statement presents information of all the District’s assets, deferred outflows
of resources, liabilities, and deferred inflows of resources with the difference between the four 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 District is improving or deteriorating.

Statements of Functional Activities and Changes in Net Position This statement presents information
showing how the District’s net position changed during the most recent fiscal year. All changes in net position
are reported as soon as the underlying event giving rise to the change occurs, regardless of the timing of
related cash flows. Thus, revenues and expenses are reported in this statement for some items that will only
result in cash flows in future fiscal periods (e.g., accounts receivable and earned but unused vacation leave).
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Chico Area Recreation and Park District
MANAGEMENT’S DISCUSSION AND ANALYSIS
(Continued)

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 District uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements.

Proprietary Funds

The District utilizes five enterprise funds which are considered proprietary funds. Enterprise funds are used to
report the same functions presented as business-type activities in the government-wide financial statements.
The General Fund, Baroni Park, Oak Way Park, Peterson Park, and Park Development funds are used to reflect
business-type activities of the District.

The General Fund reflects the major operations of the District’s recreation services and park maintenance
mission. Baroni Park, Oak Way Park, and Peterson Park funds reflect the activities of the park maintenance
assessment districts that the District administers. The Park Development fund collects park impact fees for
new park acquisitions and improvements.

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 financial statements.

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 District, assets and deferred outflows of resources exceeded liabilities and deferred inflows
of resources by $31,044,727 at the close of the most recent fiscal year.

The District’s Board has adopted a net position (fund balance) policy to insure adequate resources are
available to meet future obligations. A summary of the net position classifications are as follows:

Non-Spendable Fund Balance: This fund represents capital assets, net of accumulated depreciation,
reduced by the outstanding balance of notes and capital leases that are attributable to the acquisition,
construction, or improvement of those assets.

Restricted Fund Balance: This fund represents funds that have an external limitation on use. The net
position (fund balances) in the Assessment Districts and Park Fund are restricted for use to maintain
and operate the applicable park or pay the applicable note payable.
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Chico Area Recreation and Park District
MANAGEMENT’S DISCUSSION AND ANALYSIS
(Continued)

Unrestricted Fund Balance: These funds represent the net amount of the assets, deferred outflows
of resources, liabilities, and deferred inflows of resources that are not included in the determination
of net investment in capital assets or the restricted component of net position. Unrestricted funds are
further categorized as follows:

Committed Fund Balance: This fund represents funds that the Board of Directors has
committed for a particular purpose. The General Fund balance represents funds set aside for
two purposes. The first allocation is for a $1,500 petty cash reserve. The remaining balance of
$1,200,000 represents a working capital reserve to operate the District for three months
should an emergency arise and outside revenue sources are not available.

Assigned Fund Balance: This fund represents funds that the Board of Directors has designated
the General Manager to set aside and monitor for a particular purpose. At
June 30, 2019, funds in this category were set aside for future capital projects, deferred
maintenance costs, and future election costs.

Unassigned Fund Balance: Residual balance that has not been restricted, committed, or
assigned to specific purposes.

STATEMENTS OF NET POSITION — CONDENSED

June 30 2019 2018 Change
Assets

Current assets S 7,656,902 S 6,833,835 S 823,067

Other assets 153,011 183,614 (30,603)
Capital assets 25,836,812 26,486,559 (649,747)
Total Assets 33,646,725 33,504,008 142,717

Deferred Outflows of Resources 951,958 1,070,448 (118,490)
Total Assets and Deferred Outflows of Resources S 34,598,683 S 34,574,456 S 24,227

Liabilities

Current liabilities S 1,164,340 $ 1,203,926 S (39,586)
Noncurrent liabilities 2,233,962 3,015,625 (781,663)
Total Liabilities 3,398,302 4,219,551 (821,249)
Deferred Inflows of Resources 155,654 136,997 18,657

Total Net Position 31,044,727 30,217,908 826,819

Total Net Position, Liabilities and
Deferred Inflows of Resources S 34,598,683 S 34,574,456 S 24,227
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Chico Area Recreation and Park District
MANAGEMENT’S DISCUSSION AND ANALYSIS
(Continued)

STATEMENTS OF FUNCTIONAL ACTIVITIES AND CHANGES IN NET POSITION — CONDENSED

June 30 2019 2018 Change
Operating Revenues

Program service fees S 3,505,479 S 3,443,444 S 62,035
Property taxes 3,745,712 3,382,409 363,303
Assessment fees 135,400 167,221 (31,821)
Other government support 1,294,085 1,194,867 99,218
Developer fees 87,875 87,525 350
Other revenue 543,162 613,927 (70,765)
Total Operating Revenues 9,311,713 8,889,393 422,320
Operating Expenses

Salaries and benefits 5,713,318 5,653,133 60,185
Services and supplies 2,097,958 1,898,996 198,962
Contributions to other agencies 14,273 12,734 1,539
Depreciation 858,203 866,922 (8,719)
Total Operating Expenses 8,683,752 8,431,785 251,967
Operating Income 627,961 457,608 170,353
Nonoperating Revenue (Expense) 198,858 (5,358) 204,216
Change in Net Position 826,819 452,250 374,569
Net Position - Beginning of the Year 30,217,908 29,765,658 452,250
Net Position - End of the Year S 31,044,727 S 30,217,908 S 826,819

FINANCIAL ANALYSIS OF GOVERNMENT FUNDS

The General Fund is the chief operating fund of the District. The following reflects operational results of the
General Fund:

e AtlJune 30, 2019, the District had cash and cash equivalents of $6,975,653.
e Total liabilities were $3,398,302 or 10% of total assets at June 30, 2019.

e The operating income was $595,102 after depreciation of $858,203 for the year ended
June 30, 2019.

Baroni Park, Oak Way Park, and Peterson Park funds are assessment districts. Expenses reflect costs of
operating the applicable park. Revenues come from assessments levied against the applicable property
owners in the assessment district. The Park Development Fund receives park development fees from new
home developments in the District.
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Chico Area Recreation and Park District
MANAGEMENT’S DISCUSSION AND ANALYSIS

(Continued)

COMPARISON OF BUDGET TO ACTUAL — GENERAL FUND

Operational Budget

Year Ended June 30, 2019 Budget Actual Change
Operating Revenues

Program service fees S 3,479,080 S 3,505,479 S 26,399
Property taxes 3,046,000 3,745,712 699,712
Other government support 1,090,000 1,294,085 204,085
Other revenue 499,329 543,162 43,833
Total Operating Revenues 8,114,409 9,088,438 974,029
Operating Expenses

Salaries and benefits 5,723,093 5,577,889 (145,204)
Services and supplies 2,071,268 2,042,971 (28,297)
Contributions to other agencies 15,000 14,273 (727)
Depreciation - 858,203 858,203
Total Operating Expenses 7,809,361 8,493,336 683,975
Operating Income 305,048 595,102 290,054
Nonoperating Revenue 38,995 189,623 150,628
Change in Net Position 344,043 784,725 440,682
Transfers - (54,149) (54,149)
Change in Net Position S 344,043 S 730,576 S 386,533
Capital Budget

Year Ended June 30, 2019 Budget Actual Change
Capital/repair projects S 812,500 $ 225,184 S (587,316)
Less: Reclassification to operational
budget for repairs - 16,728 16,728

Net Capital Projects Capitalized S 812,500 $ 208,456 S (604,044)

Depreciation is a noncash item that was not specifically budgeted by the Board of Directors during the year

ended June 30, 2019.
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Chico Area Recreation and Park District
MANAGEMENT’S DISCUSSION AND ANALYSIS
(Continued)

Operational Budget

Year Ended June 30, 2018 Budget Actual Change
Operating Revenues

Program service fees S 3,154,576 S 3,443,444 S 288,868
Property taxes 2,896,000 3,382,409 486,409
Other government support 1,064,000 1,194,867 130,867
Other revenue 463,920 613,927 150,007
Total Operating Revenues 7,578,496 8,634,647 1,056,151
Operating Expenses

Salaries and benefits 5,389,670 5,533,397 143,727
Services and supplies 1,824,144 1,844,438 20,294
Contributions to other agencies 15,000 12,734 (2,266)
Depreciation - 866,922 866,922
Total Operating Expenses 7,228,814 8,257,491 1,028,677
Operating Income 349,682 377,156 27,474
Nonoperating Revenue 27,428 254 (27,174)
Change in Net Position S 377,110 $ 377,410 S 300

Capital Budget

Year Ended June 30, 2018 Budget Actual Change
Capital/repair projects S 975,500 S 624,769 S (350,731)
Less: Reclassification to operational

budget for repairs - 34,510 34,510
Net Capital Projects Capitalized S 975,500 S 590,259 S (385,241)

Depreciation is a noncash item that was not specifically budgeted by the Board of Directors during the year
ended June 30, 2018.
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Chico Area Recreation and Park District
MANAGEMENT’S DISCUSSION AND ANALYSIS
(Continued)

GENERAL FUND BUDGETARY HIGHLIGHTS

As noted in the attached table of Comparison of Budget to Actual, most categories were in acceptable ranges
of budgets. Some noted highlights are summarized below for the year ended June 30, 2019:

e Program service fees were above budget by 1%.
e Salaries and benefits were above budget by 3%.
e Services and supplies were above budget by 1%.

e Property taxes were above budget by 23%.

CAPITAL ASSETS AND LONG-TERM LIABILITIES
Capital Assets
The District’s investment in capital assets at June 30, 2019, amounted to $25,836,812 (net of accumulated
depreciation). This investment in capital assets includes land, buildings, leasehold improvements, equipment,
and construction in progress. Major capital asset events during the current fiscal year included the following:
e The Toro Mower purchase of $116,618.
e Community Center roof improvement of $63,430.
e The 2018 Dodge Grand Caravan purchase of $19,658.
Long-Term Liabilities
At the end of the current fiscal year, the District had total long-term liabilities outstanding of $2,233,962.
Long-term liabilities consist of the liability for compensated absences and a net pension liability. During the
2018-2019 fiscal year, the District made an additional payment of $728,247 toward their CalPERS unfunded
accrued liability.
ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS
e The general economy of Butte County, California, remained consistent in the 2018-19 year. The
unemployment rate for Butte County was 5.2%, and 5.1%, respectively, at June 2019 and July
2018.
e The District has approved a balanced budget for the 2019-20 year.
e Management continues to focus on providing quality recreation programs and well-maintained

parks to the Chico community. The costs of these programs are consistently monitored to provide
reasonably priced services to the community.
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Chico Area Recreation and Park District
MANAGEMENT’S DISCUSSION AND ANALYSIS
(Continued)

REQUEST FOR INFORMATION

The financial report is designed to provide a general overview of the District’s finances for all those with an
interest in the District’s finances. Questions concerning any of the information provided in this report, or
requests for additional financial information, should be addressed to the General Manager, Chico Area
Recreation and Park District, 545 Vallombrosa Avenue, Chico, CA 95926.
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Chico Area Recreation and Park District
STATEMENT OF NET POSITION

Oak Peterson Park

June 30, 2019 General Baroni Park Way Park Park Development Totals
ASSETS
Current Assets
Cash and cash equivalents 6,975,653 S 68,470 S - - 201,065 S 7,245,188
Accounts receivable 338,219 - - - 9,500 347,719
Interest receivable 24,681 593 161 263 795 26,493
Prepaid expenses 6,900 - - - - 6,900
Prepaid pension contribution - current 30,602 - - - - 30,602
Total Current Assets 7,376,055 69,063 161 263 211,360 7,656,902
Prepaid Pension Contribution - Net 153,011 - - - - 153,011
Capital Assets - Net 25,836,812 - - - - 25,836,812
TOTAL ASSETS 33,365,878 69,063 161 263 211,360 33,646,725
DEFERRED OUTFLOWS OF RESOURCES FROM PENSIONS 951,958 - - - - 951,958
TOTAL ASSETS AND DEFERRED OUTFLOWS OF

RESOURCES FROM PENSIONS 34,317,836 S 69,063 S 161 263 211,360 S 34,598,683

The accompanying notes are an integral part of these financial statements.
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Chico Area Recreation and Park District
STATEMENT OF NET POSITION
(Continued)

Oak Peterson Park

June 30, 2019 General Baroni Park Way Park Park Development Totals
LIABILITIES
Current Liabilities
Accounts payable 154,312 $ - - - S - S 154,312
Accrued payroll and liabilities 208,171 - - - - 208,171
Program advances 801,857 - - - - 801,857
Total Current Liabilities 1,164,340 - - - - 1,164,340
Noncurrent Liabilities
Compensated absences 180,727 - - - - 180,727
Net pension liability 2,053,235 - - - - 2,053,235
Total Noncurrent Liabilities 2,233,962 - - - - 2,233,962
TOTAL LIABILITIES 3,398,302 - - - - 3,398,302
DEFERRED INFLOWS OF RESOURCES FROM PENSIONS 155,654 - - - - 155,654
NET POSITION
Non-Spendable
Net investment in capital assets 25,836,812 - - - - 25,836,812
Restricted - 69,063 161 263 211,360 280,847
Unrestricted
Committed 1,201,500 - - - - 1,201,500
Assigned 435,500 - - - - 435,500
Unassigned 3,290,068 - - - - 3,290,068
TOTAL NET POSITION 30,763,880 69,063 161 263 211,360 31,044,727
TOTAL NET POSITION, LIABILITIES, AND

DEFERRED INFLOWS OF RESOURCES FROM PENSIONS 34,317,836 S 69,063 161 263 S 211,360 S 34,598,683

The accompanying notes are an integral part of these financial statements.
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Chico Area Recreation and Park District
STATEMENT OF FUNCTIONAL ACTIVITIES AND CHANGES IN NET POSITION

Oak Peterson Park
Year Ended June 30, 2019 General Baroni Park Way Park Park Development Totals
Operating Revenues
Program service fees S 3,505,479 S - S - S - S - $ 3,505,479
Property taxes 3,745,712 - - - - 3,745,712
Assessment fees - 71,265 21,792 42,343 - 135,400
Other governmental support 1,294,085 - - - - 1,294,085
Developer fees - - - - 87,875 87,875
Other revenue 543,162 - - - - 543,162
Total Operating Revenues 9,088,438 71,265 21,792 42,343 87,875 9,311,713
Operating Expenses
Salaries and benefits 5,577,889 52,661 52,661 30,107 - 5,713,318
Services and supplies 2,042,971 15,807 17,024 22,156 - 2,097,958
Contributions to other agencies 14,273 - - - - 14,273
Depreciation 858,203 - - - - 858,203
Total Operating Expenses 8,493,336 68,468 69,685 52,263 - 8,683,752
Operating Income (Loss) 595,102 2,797 (47,893) (9,920) 87,875 627,961
Nonoperating Revenue (Expense)
Interest income 98,525 1,802 474 711 2,580 104,092
Change in fair value of cash and cash equivalents 92,098 1,111 210 277 2,070 95,766
Interest expense (1,000) - - - - (1,000)
Total Nonoperating Revenue (Expense) 189,623 2,913 684 988 4,650 198,858
Change in Net Position Before Transfers 784,725 5,710 (47,209) (8,932) 92,525 826,819
Transfers (54,149) - 45,966 8,183 - -
Change in Net Position 730,576 5,710 (1,243) (749) 92,525 826,819
Net Position - Beginning of Year 30,033,304 63,353 1,404 1,012 118,835 30,217,908
Net Position - End of Year $ 30,763,880 $ 69,063 S 161 S 263 S 211,360 S 31,044,727

The accompanying notes are an integral part of these financial statements.
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Chico Area Recreation and Park District
STATEMENT OF CASH FLOWS

Oak Peterson Park

Year Ended June 30, 2019 General Baroni Park Way Park Park Development Totals
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers 3,965,067 $ - S - - S - 3,965,067
Receipts from taxes 3,745,711 - - - - 3,745,711
Receipts from other government agencies 1,294,085 - - - - 1,294,085
Payments to suppliers (2,062,833) (25,736) (34,392) (45,716) - (2,168,677)
Payments to employees (5,495,612) (52,661) (52,661) (30,107) - (5,631,041)
Other receipts 150,471 71,264 21,792 42,343 87,875 373,745
Other payments (14,273) - - - - (14,273)
NET CASH PROVIDED BY (USED IN)

OPERATING ACTIVITIES 1,582,616 (7,133) (65,261) (33,480) 87,875 1,564,617
CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES
Capital assets purchased (208,456) - - - - (208,456)
Payment on pension liability (728,247) - - - - (728,247)
Interest paid (1,000) - - - - (2,000)
Other receipts (payments) (54,149) - 45,966 8,183 - -
NET CASH PROVIDED BY (USED IN) CAPITAL AND

RELATED FINANCING ACTIVITIES (991,852) - 45,966 8,183 - (937,703)
CASH FLOWS FROM INVESTING ACTIVITIES
Change in fair value of cash and cash equivalents 92,098 1,111 211 277 2,070 95,767
Interest income 94,188 1,692 600 711 2,184 99,375
NET CASH PROVIDED BY

INVESTING ACTIVITIES 186,286 2,803 811 988 4,254 195,142
Net Change in Cash and Cash Equivalents 777,050 (4,330) (18,484) (24,309) 92,129 822,056
Cash and Cash Equivalents - Beginning of Year 6,198,603 72,800 18,484 24,309 108,936 6,423,132
Cash and Cash Equivalents - End of Year 6,975,653 $ 68,470 S - - S 201,065 7,245,188

The accompanying notes are an integral part of these financial statements.
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Chico Area Recreation and Park District
STATEMENT OF CASH FLOWS
(Continued)

Oak Peterson Park
Year Ended June 30, 2019 General Baroni Park Way Park Park Development Totals

RECONCILIATION OF OPERATING INCOME (LOSS) TO NET
CASH PROVIDED BY (USED IN) OPERATING ACTIVITIES
Operating income (loss) S 595,102 S 2,797 S (47,893) S (9,920) S 87,875 S 627,961
Adjustments to reconcile operating income (loss) to net cash
provided by (used in) operating activities:

Amortization of prepaid pension contribution 30,602 - - - - 30,602
Difference between pension expense recognized
and deferred outflows of resources - contributions 79,896 - - - - 79,896
Depreciation 858,203 - - - - 858,203
Changes in assets and liabilities:
Accounts receivable 10,606 - - - - 10,606
Prepaid expenses (6,900) - - - - (6,900)
Accounts payable (63,817) - - - - (63,817)
Accrued expenses (28,475) - - - - (28,475)
Program advances 56,541 - - - - 56,541
Interfund receivable (payable) 50,858 (9,930) (17,368) (23,560) - -
NET CASH PROVIDED BY (USED IN) OPERATING ACTIVITIES $ 1,582,616 S (7,133) S (65,261) S (33,480) S 87,875 S 1,564,617

The accompanying notes are an integral part of these financial statements.
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Chico Area Recreation and Park District
NOTES TO THE FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The following is a summary of significant accounting policies followed in the preparation of the financial
statements.

Reporting Entity The Chico Area Recreation and Park District (the District) is a political subdivision of
the state of California and provides recreation services to the residents of the Chico area of Butte
County. The District was formed under Section 5780-5791 of the Public Resources Code, Article V, and
is governed by a five-member Board of Directors elected by the voters of the District. A salaried general
manager administrates the operations of the District in accordance with policies adopted by the Board
of Directors. These financial statements encompass all fiscal activities conducted by the District.

The District’s financial statements are classified by functional activities. The functional activities include
three recreational facility park funds and a park development fund with the balance accounted for in
the General Fund.

Basis of Accounting The District utilizes the proprietary fund method. Revenues and expenses are
recognized on the accrual basis using the economic resources measurement focus.

Budgetary Control The District’s fiscal year is the 12-month period beginning July 1. The general budget
policy is that the District submit to the Butte County Auditor a board-approved budget estimating
revenues and expenditures for the subsequent fiscal year prior to June 30. The final budget is legally
enacted by a board resolution on or before August 10 after necessary adjustments, if any, have been
made. Within certain legal restrictions, adjustments to final budget amounts may be made by the Board
of Directors during the year to account for unanticipated occurrences.

Cash and Cash Equivalents Cash and cash equivalents include demand deposits in a financial institution
and deposits in the Butte County Treasury (the County). The account in the financial institution serves
as a clearing account into which the District makes daily deposits and then writes a check at least once
each month for deposit to the County.

The District maintains substantially all of its cash in the County as part of a common investment pool.
Deposits in the pool are valued using the amortized cost method (which approximates fair value) and
includes accrued interest. The pool has deposits and investments with a weighted-average maturity of
less than two years. As of June 30, 2019, the fair value of the pool is 100.42% of the carrying value,
which amounted to a net increase of $27,500. The change in fair value amounted to an increase of
$95,766 for the year ended June 30, 2019. Information regarding the amount of dollars invested in
derivatives with the County was not available. The pool is subject to regulatory oversight by the Treasury
Oversight Committee as required by California Government Code, Section 27130. The District is
considered to be a voluntary participant in the County investment pool.

Fair Value Measurements The District measures some assets for fair value on a recurring basis as
described in note 2. The District may be required, from time to time, to measure certain assets and
liabilities at fair value on a non-recurring basis.

Page 19



Chico Area Recreation and Park District
NOTES TO THE FINANCIAL STATEMENTS
(Continued)

The District classifies its fair value assets and liabilities into a hierarchy of three levels based on the
markets in which they are traded and the reliability of the assumptions used to determine fair value.
The asset or liability measurement level within the hierarchy is based on the lowest level of any
assumption that is significant to the measurement.

Valuations within the hierarchy levels are based upon the following:

Level 1: Quoted market prices for identical instruments traded in active exchange
markets.
Level 2: Quoted prices for similar instruments in active markets, quoted prices for

identical or similar instruments in markets that are not active, and model-based
valuation techniques for which all significant assumptions are observable or can
be corroborated by observable market data.

Level 3: Model-based techniques that use at least one significant assumption not
observable in the market.

These unobservable assumptions reflect an organization's estimates of assumptions that market
participants would use on pricing an asset or liability. Valuation techniques include management's
judgment and estimation which may be significant.

Capital Assets Capital assets are reported at historical cost, or in the case of donated items, at fair
market value on the date donated. The District’s capitalization policy includes all items with a unit cost
of $3,000 or more. Depreciation is calculated using the straight-line method over the estimated useful
lives of the assets. Useful lives are 10 to 30 years for structures, improvements, and leasehold
improvements, and 3 to 5 years for equipment.

Deferred Outflows/Inflows of Resources From Pensions In addition to assets, the statement of net
position includes a separate section for deferred outflows of resources. This separate financial
statement element, deferred outflows of resources, represents a consumption of net position that
applies to a future period which will only be recognized as an outflow of resources (expense) in the
future. District pension contributions subsequent to the measurement date related to pension plans,
are reported as deferred outflows of resources in the government-wide statement of net position.
District pension contributions subsequent to the measurement date will be amortized during the next
fiscal year.

In addition to liabilities, the statement of net position includes a separate section for deferred inflows
of resources. This separate financial statement element, deferred inflows of resources, represents an
acquisition of net position that applies to a future period and would only be recognized as an inflow of
resources (revenue) at that time.

Changes in proportion and differences between the District’s contributions and proportionate share of
pension contributions, the District’s proportionate share of the net difference between projected and
actual earnings on pension plan investments, changes in assumptions, and the differences between the
District’s expected and actual experience, are reported as deferred inflows of resources or deferred
outflows of resources in the government-wide statement of net position. These amounts are amortized
over the estimated service lives of the pension plan participants.

Page 20



Chico Area Recreation and Park District
NOTES TO THE FINANCIAL STATEMENTS
(Continued)

Compensated Absences The District’s policy allows employees to accumulate vacation leave up to the
employee’s annual vacation accrual and to accumulate all unused sick leave hours. Upon retirement or
separation from the District, the employee is entitled to full compensation for unused vacation.
Employees with over five years of service credit and sick leave accruals of over 100 hours are entitled
to up to 260 hours of accrued sick time at the date of separation. The amount due within one year could
not be estimated. Costs for compensated absences are accrued when earned by employees.
Accumulated unpaid employee benefits are recognized as a liability in the General Fund at the end of
the year.

Program Advances Activity fees paid prior to the utilization of the service are recorded as program
advances.

Operating Income and Expenses The statement of functional activities and changes in net position
distinguishes between operating and nonoperating income and expenses. Operating revenues include
all revenues received in order to provide recreational services. These revenues are received from
program service fees, property taxes, assessments and developer fees, and other governmental
support. Nonoperating revenues include contributions received for capital asset acquisitions, interest
income, and the changes in fair value of cash and cash equivalents. Operating expenses are all expenses
incurred to provide operating income, other than financing costs.

Net Position At June 30, 2019, the District’s net position is classified into three categories as follows:

Non-Spendable Fund Balance: This fund represents the District’s investment in capital assets,
net of accumulated depreciation, reduced by the outstanding balance of notes and capital
leases that are attributable to the acquisition, construction, or improvement of those assets.

Restricted Fund Balance: Fund balance should be reported as restricted when constraints
placed on the use of resources are either:

e Externally imposed by creditors (such as through debt covenant), grantors,
contributors, or laws or regulations of other governments; or

e Imposed by law through constitutional provisions or enabling legislation.

Unrestricted Fund Balance: These funds represent the net amount of the assets, deferred
outflows of resources, liabilities, and deferred inflows of resources that are not included in the
determination of net investment in capital assets or restricted components of net position.
Unrestricted funds are further categorized as follows:

e Committed Fund Balance: Amounts that can only be used for specific purposes
pursuant to constraints imposed by formal action of the government’s highest level
of decision-making authority and that should be reported as committed fund
balance. Those committed amounts cannot be used for any other purpose unless
the government removes or changes the specified use by taking the same type of
action (e.g. legislation, resolution, ordinance) it employed to previously commit
those amounts.
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e Assigned Fund Balance: Amounts that are constrained by the government’s intent
to be used for specific purposes, but are neither restricted nor committed, which
should be reported as assigned fund balance, except for stabilization arrangements.

e Unassigned Fund Balance: Residual balance that has not been restricted,
committed, or assigned to specific purposes.

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 and disclosure of contingent assets
and liabilities at the date of the financial statements, as well as the reported amounts of revenues and
expenses during the reporting period. Actual results could differ from those estimates.

Property Taxes Property taxes are levied by Butte County on the District’s behalf and are intended to
support operations and to service debt. Secured property taxes attach as an enforceable lien on
property as of March 1. The amount of property tax received is dependent upon the assessed real
property valuations as determined by the Butte County Assessor. Property taxes on the secured roll are
due in two equal installments on November 1 and February 1 each year and are delinquent if not paid
by December 10 and April 10, of each year, respectively. The District received approximately 40% of its
operating revenue in 2019 from property taxes.

Transfers Transfers are made from the General Fund to the assessment funds when needed to cover
expenses.

Net Pension Liability For purposes of measuring the net pension liability, deferred outflows of
resources/deferred inflows of resources related to pensions, and pension expense, information about
the fiduciary net position of the California Public Employees’ Retirement System (CalPERS), and
additions to/deductions from CalPERS’s fiduciary net position, have been determined on the same basis
as they are reported by CalPERS. For this purpose, benefit payments (including refunds of employee
contributions) are recognized when due and payable with the benefit terms. Investments are reported
at fair value.

Labor Concentration The District has a total of 34 full-time employees. Approximately 65%, or 22 full
time employees, belong to a union with a labor contract due for renewal on June 30, 2020.

2. CASH AND CASH EQUIVALENTS

The District is required under state statutes to deposit its money with the County, which in turn pays
the claims of the District. The County is limited in its investments by the California Government Code,
Section 53635 pursuant to Section 53601, to invest in demand deposits with financial institutions,
savings accounts, certificates of deposits, U.S. Treasury securities, federal agency securities, state of
California notes or bonds, notes or bonds of agencies within the state of California, obligations
guaranteed by the Small Business Administration, bankers’ acceptances, commercial paper, and the
Local Agency Investment Fund of the state of California. The deposits in the County pooled funds are
unrated.
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Cash and cash equivalents consisted of the following:

June 30, 2019 Maturities Fair Value
Petty Cash S 800

Deposits (1) 583,498

Investments That are Not Securities (2)

County treasurer's investment pool 1.8 years average 6,660,890

Total Cash and Cash Equivalents S 7,245,188

(1) Deposits The carrying amount of deposits includes checking accounts, savings accounts,
nonnegotiable certificates of deposit, and money market accounts at financial institutions, if any.

(2) Investments That are Not Securities A “security” is a transferable financial instrument that
evidences ownership or creditorship, whether in physical or book-entry form. Investments that
are not securities do not have custodial credit risk because they do not involve a transferable
financial instrument. Thus, they are not categorized into custodial credit risk categories.

Custodial Credit Risk

Custodial credit risk is the risk that in the event of a bank failure, the District’s deposits may not be
returned. The District has a collateralization agreement with a bank, which mitigates custodial credit
risk. The cash balances in the bank at June 30, 2019, amounted to $960,221. Deposits amounting to
$250,000 are covered by depository insurance, and the balance is subject to the collateralization
agreement.

Concentration of Credit Risk — Investments

California Government Code, Section 53635, places the following concentration limits on the county
investment pool:

No more than 40% may be invested in eligible commercial paper; no more than 10% may be
invested in the outstanding commercial paper of any single issuer; and no more than 10% of
the outstanding commercial paper of any single issuer may be purchased.

California Government Code, Section 53601, places the following concentration limits on the District’s
investments:

No more than 5% may be invested in the securities of any one issuer, except the obligations of
the U.S. government, U.S. government agencies, and U.S. government-sponsored enterprises;
no more than 10% may be invested in any one mutual fund; no more than 25% may be invested
in commercial paper; no more than 10% of the outstanding commercial paper of any single
issuer may be purchased; no more than 30% may be invested in bankers’ acceptances of any
one commercial bank; no more than 30% may be invested in negotiable certificates of deposit;
no more than 20% may be invested in repurchase agreements or reverse repurchase
agreements; and no more than 30% may be invested in medium-term notes.
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Fair Value Measurements

The District categorizes its fair value measurements within the fair value hierarchy established by
accounting principles generally accepted in the United States of America.

The District has the following recurring fair value measurements as of June 30, 2019:
. County treasurer's investment pool of $6,660,890 are valued using quoted prices for
similar instruments in active market and quoted prices for identical or similar instruments
in markets that are not active (level 2 inputs).
3.  PREPAID PENSION CONTRIBUTION
On July 31, 2012, the District paid the CalPERS side fund pension plan liability totaling $397,829. This
payment will result in a reduction of the employer pension plan contribution rate in future years. The
prepayment is being amortized over 13 years as directed by CalPERS. Accumulated amortization as of
June 30, 2019, totaled $214,216 with amortization expense of $30,602 per year.

4. CAPITAL ASSETS

Changes in capital assets consisted of the following:

Balance Balance
June 30 2018 Additions Retirements Transfers 2019
Nondepreciating Capital Assets
Land $ 11,634,790 S - S - S - $11,634,790
Construction in progress 16,134 63,430 - - 79,564
Total Nondepreciating Capital Asset 11,650,924 63,430 - - 11,714,354
Depreciating Capital Assets
Structures and improvements 25,373,369 - - - 25,373,369
Leasehold improvements 1,098,162 - - - 1,098,162
Equipment 1,518,879 145,026 - - 1,663,905
Subtotals 27,990,410 145,026 - - 28,135,436
Accumulated depreciation (13,154,775) (858,203) - - (14,012,978)
Total Depreciating Capital Assets 14,835,635 (713,177) - - 14,122,458
Total Capital Assets - Net S 26,486,559 S (649,747) S - S - $ 25,836,812
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5. LONG TERM LIABILITIES
The schedule of changes in long-term liabilities was as follows:

Balance Balance Current
June 30 2018 Increases Payments 2019 Portion

Compensated absences S 176,892 $ 239,426 $ 235,591 § 180,727 S -
Net pension liability 2,838,733 289,075 1,074,573 2,053,235 -

Total Long Term Liabilities $ 3,015,625 $ 528,501 S 1,310,164 $ 2,233,962 S -

6. OPERATING LEASES
The District leases copier equipment and a postage machine. Rental expense for the year ended
June 30, 2019, was $28,005. Minimum future rental payments under noncancelable operating leases

with remaining terms in excess of one year as of June 30, 2019, are as follows:

Year Ending June 30

2020 S 19,087
2021 19,087
2022 19,087
2023 1,512
Total Minimum Future Rental Expense S 58,773

7. LINE OF CREDIT

The District has a line of credit with Golden Valley Bank for $500,000 with interest at prime plus 1.0%
(6.5% at June 30, 2019). The line was not utilized during the year ended June 30, 2019, and expires in
February 2021.

8.  APPROPRIATIONS LIMIT

The District establishes appropriation limits, pursuant to Section 9c of Article Xlll B of the California
Constitution, since the District’s ad valorem tax on property exceeded $.125 per $100 assessed valuation
in the 1977-78 fiscal year.

The District’s Board of Directors established the appropriation limits for the fiscal year 2019 to be
$9,491,133.
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9.

GENERAL INFORMATION ABOUT THE PENSION PLANS

Qualified employees are covered under a cost-sharing multiple-employer defined benefit pension plan
maintained by an agency of the state of California. Classified employees are members of CalPERS.

California Public Employees’ Retirement System

Plan Description Classified employees of the District participate in the Miscellaneous Plan of CARD (the
Plan) under CalPERS, a cost-sharing multiple-employer public employee retirement system defined
benefit pension plan administered by CalPERS. Benefit provisions are established by state statute, as
legislatively amended, within the Public Employees’ Retirement Law. CalPERS issues a publicly available
financial report that can be obtained at www.calpers.ca.gov.

Benefits Provided The Plan provides retirement, disability benefits, and death benefits to plan
members and beneficiaries. The benefits are based on members’ years of service, age, final
compensation, and benefit formula. Members become fully vested in their retirement benefits earned
to date after five years of credited service.

Contributions Member contribution rates are defined by law. Employer contribution rates are
determined by periodic actuarial valuations. The actuarial methods and assumptions used for
determining the rate are those adopted by the CalPERS Board of Administration. Active plan members
are required to contribute 7.00% of their salary, which is partially paid by the District depending on the
employee group. The District is moving toward employees covering 100% of the employee portion. The
required employer contribution rate for the 2018-19 fiscal year was 9.409%.

New CalPERS participants enrolled after January 1, 2013, are required to make contributions at a rate
of 6.25% of their eligible salary. The District is required to match the contribution with a rate of 6.25%
of eligible salaries.

The District’s contributions to CalPERS for the fiscal year ended June 30, 2019, was $383,106. During
the year ended June 30, 2019, the District made an additional payment of $728,247 toward their
CalPERS unfunded accrued liability.

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

At June 30, 2019, the District reported a net pension liability of $2,053,235 for its proportionate share
of the net pension liability. The net pension liability was measured as of June 30, 2018, and the total
pension liability used to calculate the net pension liability was determined by an actuarial valuation as
of June 30, 2017, rolled forward to June 30, 2018, using standard update procedures. The District’s
portion of the net pension liability was based on a projection of the District’s long-term share of
contributions to the pension plan relative to the projected contributions of all participating
organizations and the state of California, actuarially determined. At June 30, 2017, the District’s portion
was .07%.
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For the year ended June 30, 2019, the District recognized pension expense of $463,002. The District

reported deferred outflows of resources and deferred inflows of resources related to pensions from the
following sources:

Deferred Deferred
Outflows Inflows
June 30, 2019 Resources Resources
Net difference between projected and actual earnings
on pension plan investments S 13,751 S -
Differences between District contributions and
proportionate share of contributions 2,758 41,623
Differences between expected and actual experience 106,721 36,316
Changes in assumptions 317,097 77,715
Changes in proportions 128,525 -
District contributions subsequent to the
measurement date 383,106 -
Totals S 951,958 § 155,654

The $383,106 reported as deferred outflows of resources related to pensions, resulting from District
contributions subsequent to the measurement date, will be recognized as a reduction of the net pension
liability in the year ended June 30, 2020. Other amounts reported as deferred outflows of resources and
deferred inflows of resources related to pensions will be recognized in pension expense as follows:

Years Ending June 30

2020 S 318,801
2021 188,841
2022 (69,426)
2023 (25,018)
Total S 413,198
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Actuarial Assumptions

The total pension liability in the June 30, 2017, actuarial valuation for CalPERS was determined using
the following actuarial assumptions, applied to all periods included in the measurement:

Valuation date June 30, 2017
Measurement date June 30, 2018
Actuarial cost method Entry age normal
Actuarial assumptions:
Discount rate 7.15%
Inflation 2.50%
Salary increases Varies by entry age and service
Investment rate of return 7.15%, net of pension plan investment and

administrative expenses; includes inflation

CalPERS uses custom mortality tables to best fit the patterns of mortality among its members. The
mortality table used was developed based on CalPERS specific data. The table includes 15 years of
mortality improvements using Society of Actuaries Scale BB.

The actuarial assumptions used in the June 30, 2017, valuation were based on the results of an actuarial
experience study for the period June 30, 1997, through June 30, 2015.

The long-term expected rate of return on pension plan investments was determined using a building-
block method in which best-estimate ranges of expected future real rates of return (expected returns,
net of pension plan investment expense and inflation) are developed for each major asset class. In
determining the long-term expected rate of return, CalPERS took into account both short-term and long-
term market return expectations as well as the expected pension fund cash flows. Using historical
returns of all of the funds’ asset classes, expected compound (geometric) returns were calculated over
the short-term (first 10 years) and the long-term (11-60 years) using a building-block approach. Using
the expected nominal returns for both short-term and long-term, the present value of benefits was
calculated for each fund. The expected rate of return was set by calculating the single equivalent
expected return that arrived at the same present value of benefits for cash flows as the one calculated
using both short-term and long-term returns. The expected rate of return was then set equivalent to
the single equivalent rate calculated above and rounded down to the nearest one quarter of one
percent.
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The table below reflects the long-term expected real rate of return by asset class. The rate of return
was calculated using the capital market assumptions applied to determine the discount rate and asset

allocation.
Target Rate of Return  Rate of Return

Allocation Years1-10 Years 11+
Asset Class
Global equity 50% 4.80% 5.98%
Global fixed income 28% 1.00% 2.62%
Inflation sensitive 0% 0.77% 1.81%
Private equity 8% 6.30% 7.23%
Real estate 13% 3.75% 4.93%
Liquidity 1% 0.00% -0.92%
Total 100%

Discount Rate

The discount rate used to measure the total pension liability was 7.15%. The amortization and
smoothing periods recently adopted by CalPERS were utilized to determine whether the municipal bond
rate should be used in the calculation of a discount rate. A projection of expected benefit payments and
contributions was performed to determine if the assets would run out. The test revealed the assets
would not run out. 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.

Subsequent to June 30, 2019, CalPERS lowered the discount rate to 7.0%

Sensitivity of the District’s Proportionate Share of the Net Pension Liability to Changes
in the Discount Rate

The following presents the District’s proportionate share of the net pension liability calculated using the
discount rate of 7.15%, as well as the District’s proportionate share of the net pension liability if it was
calculated using a discount rate that is one percentage point lower (6.15%) or higher (8.15%), than the
current rate:

Current
1% Decrease Discount Rate 1% Increase
June 30, 2019 (6.15%) (7.15%) (8.15%)
District's proportionate share of the net
pension liability S 4,576,032 S 2,053,235 S 1,300,111

Pension Plan Fiduciary Net Position

Detailed information about the pension plan’s fiduciary net position is available in CalPERS’s separately
issued Comprehensive Annual Financial Report.
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10.

11.

RISK MANAGEMENT

The District is exposed to various risks of loss related to torts; theft of, damage to, and destruction of
assets; errors and omissions; injuries to employees; and natural disasters. The District has obtained
general liability, auto liability, property, boiler and machinery coverage, and public officials’ errors and
omissions insurance through the Special District Risk Management Authority (SDRMA), a risk-sharing
joint powers authority.

A summary of coverage limits is listed below:

June 30, 2019

General liability - bodily injury S 10,000,000
General liability - property damage S 10,000,000
Public officials' errors and omissions S 10,000,000
Personal liability coverage for members of the Board of Directors S 500,000
Employment practices liability S 10,000,000
Employee benefits liability S 10,000,000
Employee dishonesty coverage S 1,000,000
Auto liability - bodily injury S 10,000,000
Auto liability - property damage S 10,000,000
Uninsured motorist - bodily injury S 1,000,000
Uninsured motorist- property damage S 10,000
Boiler and machinery coverage $ 100,000,000
Pollution coverage S 2,000,000
Cybersecurity S 2,000,000
Property including fire, theft, and flood $ 1,000,000,000
Mobile and contractors equipment $ 1,000,000,000
Workers' compensation S 5,000,000

The District has a $500 deductible under general liability, a $500 deductible for personal liability
coverage for members of the Board of Directors, and a $1,000 deductible under auto liability.

RECENT ACCOUNTING PRONOUNCEMENTS

In June 2017, Governmental Accounting Standards Board issued Statement 87, Leases. This statement
improves accounting and financial reporting for leases by governments. This statement requires
recognition of certain lease assets and liabilities for leases that previously were classified as operating
leases and as inflows or outflows of resources recognized based on the payment provisions of the
contract. It establishes a single model for lease accounting based on the foundation principles that
leases are financings of the right to use an underlying asset. Under this statement, a lessee is required
to recognize a lease liability and an intangible right-to-use lease asset, and a lessor is required to
recognize a lease receivable and deferred inflow of resources, thereby enhancing the relevance and
consistency of information about governments’ leasing activities. The District’s management has not
yet determined the impact that the implementation of this standard, which is required on July 1, 2020,
will have on the District’s financial statements, if any.
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Chico Area Recreation and Park District
SCHEDULE OF THE DISTRICT’S PROPORTIONATE SHARE OF THE NET PENSION LIABILITY

Years Ended June 30 2019 2018 2017 2016 2015
District's portion of the net pension liability (asset) 0.07% 0.07% 0.07% 0.06% 0.03%
District's proportionate share of the net pension

liability (asset) S 2,053,235 $ 2,838,733 $ 2,378,682 $ 1,758,201 S 1,700,721
District's covered-employee payroll S 2,565,632 $ 2,443,293 $ 2,573,152 $ 2,145,451 §$ 2,214,555

District's proportionate share of the net pension
liability (asset) as a percentage of covered

employee payroll 80.03% 116.18% 92.44% 81.95% 76.62%
Plan fiduciary net position as a percentage of the
total pension liability 79.03% 77.07% 78.20% 83.49% 83.03%

See the accompanying notes to the required supplementary information.
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SCHEDULE OF DISTRICT CONTRIBUTIONS

Years Ended June 30

2019 2018

2017 2016 2015

Contractually required contribution S 383,106 $ 346,326 $ 229,225 S 224,228 S 220,825
Contributions in relation to the contractually

required contribution (383,106) (346,326) (229,225) (224,228) (220,825)
Contribution Deficiency (Excess) S - S - S - S - S -
District's covered-employee payroll S 2,565,632 S 2,443,293 § 2,573,152 $ 2,145,451 S 2,214,555
Contributions as a percentage of covered-

employee payroll 14.93% 14.17% 8.91% 10.45% 9.97%

See the accompanying notes to the required supplementary information.
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1. CHANGES IN BENEFIT TERMS
California Public Employees’ Retirement System
Public agencies can make changes to their plan provisions, and such changes occur on an ongoing basis.

A summary of the plan provisions that were used for a specific plan can be found in the plan’s annual
valuation report.

2. CHANGES OF ASSUMPTIONS
California Public Employees’ Retirement System
During the year ended June 30, 2019, the CalPERS Board changed demographic assumptions, the

investment rate of return, and the inflation rate in accordance to the CalPERS Experience Study and
Review of Actuarial Assumptions December 2017. There were no changes in the discount rate.
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