Chico Area Recreation and Park District

Chico, California

FINANCIAL STATEMENTS WITH INDEPENDENT AUDITORS’ REPORT

June 30, 2015




Chico Area Recreation and Park District
TABLE OF CONTENTS
June 30, 2015 and 2014

Independent Auditors’ Report

Board of Directors

MANAGEMENT’S DISCUSSION AND ANALYSIS SECTION

FINANCIAL SECTION

Statement of Net Position

Statement of Functional Activities and Changes in Net Position
Statement of Cash Flows

Notes to the Financial Statements

REQUIRED SUPPLEMENTARY INFORMATION SECTION
Schedule of the District’s Proportionate Share of the Net Pension Liability
Schedule of District Contributions

Notes to the Required Supplementary Information

Page

Number

1

3

15

17

18

20

35

36

37




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, 2015, 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 Minimum Audit Requirements for California Special Districts, issued by
the Controller of the state of California. 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 respective financial position of the business-type activities of the District as of June 30, 2015,
and the respective changes in financial position; and, where applicable, cash flows thereof 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 13,
the schedule of the District’s proportionate share of the net pension liability on page 35, the
schedule of District contributions on page 36, and notes to the required supplementary
information on page 37 all 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) 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.

Emphasis of a Matter As discussed in note 1 to the basic financial statements, the District
implemented the provisions of GASB Statement No. 68, Accounting and Financial Reporting for
Pensions — An Amendment of GASB Statement No. 27, as amended by GASB Statement No. 71,
Pension Transition for Contributions Made Subsequent to the Measurement Date, for the fiscal
year ended June 30, 2015. Our opinion is not modified with respect to this matter.

Kl Jeom LLP

November 9, 2015
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, 2015. 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 $28,616,310 (net position).

e Cash flows generated from general fund operations during the year were $683,193.

e The District adopted the provisions of Governmental Accounting Standards Board (GASB)
No. 68, Accounting and Financial Reporting for Pensions — An Amendment of GASB Statement
No. 27, as amended by GASB Statement No. 71, Pension Transition for Contributions Made
Subsequent to the Measurement Date, resulting in a decrease in the net position of the District
by $1,978,687 as of June 30, 2014.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis are 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 supplemental information in
addition to the basic financial statements.

Government-Wide Financial Statements

The District 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 Presents information of all the District 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 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.

As discussed in note 1 to the basic financial statements, the District implemented the provisions of GASB
Statement No. 68, Accounting and Financial Reporting for Pensions — An Amendment of GASB Statement
No. 27, as amended by GASB Statement No. 71, Pension Transition for Contributions Made Subsequent to
the Measurement Date, for the fiscal year ended June 30, 2015. The summarized comparative information
presented in this management’s discussion and analysis as of and for the year ended June 30, 2014, have
not been restated to reflect net pension liability, deferred outflows/inflows of resources, or pension
expense accounting as required by the GASB Statement No. 68, as amended by GASB Statement No. 71.
Information was not available for such restatement. Therefore, certain accounts fluctuate significantly
between fiscal years 2013-14 and 2014-15 due to information for the two years not being comparable.
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Chico Area Recreation and Park District
MANAGEMENT’S DISCUSSION AND ANALYSIS
(Continued)

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 $28,616,310 at the close of the most recent fiscal year.

The District has adopted GASB Statement No. 54, Fund Balance Reporting and Governmental Fund Type
Definitions, as amended by GASB 63, Financial Reporting of Deferred Outflows of Resources, Deferred Inflows
of Resources, and Net Position. As such, the 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.

Unrestricted Fund Balance: These funds represent the net amount of the assets and liabilities 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 $806,446 represents a working capital reserve to operate the District for two 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, 2015, funds in this category were set aside for future capital projects, debt service,
deferred maintenance costs, and future election costs.
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Chico Area Recreation and Park District
MANAGEMENT’S DISCUSSION AND ANALYSIS
(Continued)

STATEMENTS OF NET POSITION — CONDENSED

June 30 2015 2014 Change
Assets

Current assets S 4,635,376 S 4,039,096 $ 596,280

Other assets 275,420 306,023 (30,603)
Capital assets 27,437,537 28,092,891 (655,354)
Total Assets 32,348,333 32,438,010 (89,677)
Deferred Outflows of Resources 428,989 - 428,989

Liabilities

Current liabilities 1,025,054 886,957 138,097

Noncurrent liabilities 2,527,166 973,403 1,553,763

Total Liabilities 3,552,220 1,860,360 1,691,860

Deferred Inflows of Resources 608,792 - 608,792

Total Net Position S 28,616,310 S 30,577,650 S (1,961,340)
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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 2015 2014 Change
Operating Revenues
Program service fees S 3,013,525 S 2,806,642 S 206,883
Property taxes 2,887,535 2,636,713 250,822
Assessment fees 167,664 160,585 7,079
Other government support 979,648 926,957 52,691
Developer fees 68,875 61,750 7,125
Other revenue 203,913 171,479 32,434
Total Operating Revenues 7,321,160 6,764,126 557,034
Operating Expenses
Salaries and benefits 4,590,876 4,420,578 170,298
Services and supplies 1,811,900 1,617,057 194,843
Contributions to other agencies 11,133 10,014 1,119
Depreciation 850,291 842,581 7,710
Total Operating Expenses 7,264,200 6,890,230 373,970
Operating Income (Loss) 56,960 (126,104) 183,064
Nonoperating Revenue (Expense) (39,613) (31,019) (8,594)
Change in Net Position 17,347 (157,123) 174,470
Net Position - Beginning of the Year 30,577,650 30,734,773 (157,123)
Cumulative effect of change in accounting

principle (1,978,687) - (1,978,687)
Net Position - End of the Year S 28,616,310 $ 30,577,650 S  (1,961,340)

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, 2015, the District had cash and cash equivalents of $4,141,206.
e Total liabilities were $3,540,923 or 11% of total assets at June 30, 2015.

e The operating loss was $29,374 after depreciation of $850,291 for the year ended
June 30, 2015.
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Chico Area Recreation and Park District
MANAGEMENT’S DISCUSSION AND ANALYSIS
(Continued)

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. Cash from the fund is currently used to pay the annual DeGarmo note
payment.

COMPARISON OF BUDGET TO ACTUAL — GENERAL FUND

Operational Budget

Year Ended June 30, 2015 Budget Actual Change
Operating Revenues

Program service fees S 2,929,292 S 3,013,525 § 84,233

Property taxes 2,489,288 2,887,535 398,247

Other government support 925,000 979,648 54,648

Other revenue 154,167 203,913 49,746

Total Operating Revenues 6,497,747 7,084,621 586,874

Operating Expenses

Salaries and benefits 4,759,621 4,488,148 (271,473)
Services and supplies 1,619,728 1,764,423 144,695

Contributions to other agencies 11,500 11,133 (367)
Depreciation - 850,291 850,291

Total Operating Expenses 6,390,849 7,113,995 723,146

Operating Income (Loss) 106,898 (29,374) (136,272)
Nonoperating Revenue (23,300) (25,777) (2,477)
Change in Net Position Before Transfers 83,598 (55,151) (138,749)
Transfers 61,774 54,710 (7,064)
Change in Net Position S 145,372 §$ (441) S (145,813)

Capital Budget

Year Ended June 30, 2015 Budget Actual Change
Capital/repair projects S 286,159 S 260,618 S (25,541)
Less: Reclassification to operational

budget for repairs 65,681 65,681 -
Net Capital Projects Capitalized S 220,478 S 194,937 S (25,541)

Depreciation is a noncash item that was not specifically budgeted by the Board of Directors during the year
ended June 30, 2015.
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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, 2014 Budget Actual Change
Operating Revenues

Program service fees S 2,832,809 S 2,806,642 S (26,167)
Property taxes 2,328,011 2,636,713 308,702

Other government support 890,500 926,957 36,457

Other revenue 159,557 171,479 11,922

Total Operating Revenues 6,210,877 6,541,791 330,914

Operating Expenses

Salaries and benefits 4,495,252 4,314,541 (180,711)
Services and supplies 1,457,810 1,569,700 111,890

Contributions to other agencies 11,500 10,014 (1,486)
Depreciation 842,581 842,581

Total Operating Expenses 5,964,562 6,736,836 772,274

Operating Income (Loss) 246,315 (195,045) (441,360)
Nonoperating Revenue (Expense) (22,905) (10,918) 11,987

Change in Net Position Before Transfers 223,410 (205,963) (429,373)
Transfers 56,158 63,225 7,067

Change in Net Position S 279,568 S (142,738) S (422,306)

Capital Budget

Year Ended June 30, 2014 Budget Actual Change
Capital/repair projects S 130,000 $ 130,864 S 864
Less: Reclassification to operational

budget for repairs 68,875 68,875 -
Net Capital Projects Capitalized S 61,125 S 61,989 $ 864

Depreciation is a noncash item that was not specifically budgeted by the Board of Directors during the year
ended June 30, 2014.
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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, 2015:

e Salaries and benefits were below budget by 6%.

e Services and supplies were within budget by 9%.

CAPITAL ASSETS AND LONG-TERM DEBT
Capital Assets
The District’s investment in capital assets at June 30, 2015, amounted to $27,437,537 (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 District Community Center Rose Garden master plan development of $41,494.

e Various equipment totaling $119,835.
Long-Term Debt
At the end of the current fiscal year, the District had total long-term debt outstanding of $2,527,166. Long-
term debt consists of notes payable, liability for compensated absences, and a net pension liability. All debt
payments were made timely in agreement with all contracts. The notes payable are summarized in the
notes to the financial statements.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS

e The general economy of Butte County, California, continues to show signs of recovery. The
unemployment rate for Butte County for July 2015 was 7.4% as compared to 9% for July 2014.

e The District has approved a balanced budget for the 2015-2016 year. Carry-forward reserves
were not utilized to balance the budget.

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, 2015 General Baroni Park Way Park Park Development Totals
ASSETS
Current Assets
Cash and cash equivalents 4,141,206 S 48,867 S 21,101 S 33,671 S 61,526 S 4,306,371
Accounts receivable 298,403 - - - - 298,403
Interfund receivable (payable) 37,104 (9,892) (14,669) (19,607) 7,064 -
Prepaid pension contribution - current 30,602 - - - - 30,602
Total Current Assets 4,507,315 38,975 6,432 14,064 68,590 4,635,376
Prepaid Pension Contribution - Net 275,420 - - - - 275,420
Capital Assets - Net 27,437,537 - - - - 27,437,537
TOTAL ASSETS 32,220,272 38,975 6,432 14,064 68,590 32,348,333
DEFERRED OUTFLOWS OF RESOURCES FROM PENSIONS 428,989 S - S - S - S - S 428,989

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, 2015 General Baroni Park Way Park Park Development Totals
LIABILITIES
Current Liabilities
Current maturities of notes payable 148,634 S - S - S - S - 148,634
Accounts payable 179,509 - - - - 179,509
Accrued payroll and liabilities 109,404 - - - - 109,404
Accrued interest 5,501 - - - 11,297 16,798
Program advances 570,709 - - - - 570,709
Total Current Liabilities 1,013,757 - - - 11,297 1,025,054
Noncurrent Liabilities
Notes payable 701,897 - - - - 701,897
Compensated absences 124,548 - - - - 124,548
Net pension liability 1,700,721 - - - - 1,700,721
Total Noncurrent Liabilities 2,527,166 - - - - 2,527,166
TOTAL LIABILITIES 3,540,923 - - - 11,297 3,552,220
DEFERRED INFLOWS OF RESOURCES FROM PENSIONS 608,792 - - - - 608,792
NET POSITION
Non-Spendable
Net investment in capital assets 26,587,006 - - - - 26,587,006
Restricted - 38,975 6,432 14,064 57,293 116,764
Unrestricted
Committed 831,877 - - - - 831,877
Assigned 1,080,663 - - - - 1,080,663
TOTAL NET POSITION 28,499,546 S 38,975 S 6,432 S 14,064 S 57,293 28,616,310

The accompanying notes are an integral part of these financial statements.

Page 16



Chico Area Recreation and Park District
STATEMENT OF FUNCTIONAL ACTIVITIES AND CHANGES IN NET POSITION

Oak Peterson Park
Year Ended June 30, 2015 General Baroni Park Way Park Park Development Totals
Operating Revenues
Program service fees S 3,013,525 S - S - S - S - S 3,013,525
Property taxes 2,887,535 - - - - 2,887,535
Assessment fees - 66,990 58,296 42,378 - 167,664
Other governmental support 979,648 - - - - 979,648
Developer fees - - - - 68,875 68,875
Other revenue 203,913 - - - - 203,913
Total Operating Revenues 7,084,621 66,990 58,296 42,378 68,875 7,321,160
Operating Expenses
Salaries and benefits 4,488,148 39,942 39,942 22,844 - 4,590,876
Services and supplies 1,764,423 11,106 15,741 20,630 - 1,811,900
Contributions to other agencies 11,133 - - - - 11,133
Depreciation 850,291 - - - - 850,291
Total Operating Expenses 7,113,995 51,048 55,683 43,474 - 7,264,200
Operating Income (Loss) (29,374) 15,942 2,613 (1,096) 68,875 56,960
Nonoperating Revenue (Expenses)
Interest income 26,410 517 341 449 378 28,095
Change in fair value of cash and cash equivalents 617 5 4 8 19 653
Interest expense (52,804) - - - (15,557) (68,361)
Total Nonoperating Revenue (Expenses) (25,777) 522 345 457 (15,160) (39,613)
Change in Net Position Before Transfers (55,151) 16,464 2,958 (639) 53,715 17,347
Transfers 54,710 - - - (54,710) -
Change in Net Position (441) 16,464 2,958 (639) (995) 17,347
Net Position - as Previously Reported 30,478,674 22,511 3,474 14,703 58,288 30,577,650
Cumulative effect of change in accounting principle (1,978,687) - - - - (1,978,687)
Net Position - as Restated 28,499,987 22,511 3,474 14,703 58,288 28,598,963
Net Position - End of Year S 28,499,546 S 38,975 S 6,432 S 14,064 S 57,293 S 28,616,310

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, 2015 General Baroni Park Way Park Park Development Totals
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers S 3,016,964 S - - - S - S 3,016,964
Receipts from taxes 2,887,535 - - - - 2,887,535
Receipts from other government agencies 979,648 - - - - 979,648
Payments to suppliers (1,815,833) (13,318) (15,701) (21,647) - (1,866,499)
Payments to employees (4,577,901) (39,942) (39,942) (22,844) - (4,680,629)
Other receipts 203,913 66,990 58,296 42,378 68,875 440,452
Other payments (11,133) - - - - (11,133)
NET CASH PROVIDED (USED) BY OPERATING ACTIVITIES 683,193 13,730 2,653 (2,113) 68,875 766,338
CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES
Capital assets purchased (128,769) - - - - (128,769)
Additions to construction in progress (66,168) - - - - (66,168)
Principal paid on debt (55,031) - - - (61,774) (116,805)
Interest paid on debt (54,794) - - - (20,447) (75,241)
NET CASH USED BY CAPITAL AND

RELATED FINANCING ACTIVITIES (304,762) - - - (82,221) (386,983)
CASH FLOWS FROM INVESTING ACTIVITIES
Change in fair value of cash and cash equivalents 617 5 4 8 19 653
Interest income 31,985 595 411 519 492 34,002
NET CASH PROVIDED BY INVESTING ACTIVITIES 32,602 600 415 527 511 34,655
Net Increase (Decrease) in Cash and Cash Equivalents 411,033 14,330 3,068 (1,586) (12,835) 414,010
Cash and Cash Equivalents - Beginning of Year 3,730,173 34,537 18,033 35,257 74,361 3,892,361
Cash and Cash Equivalents - End of Year S 4,141,206 S 48,867 21,101 33,671 §$ 61,526 S 4,306,371

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, 2015 General Baroni Park Way Park Park Development Totals
RECONCILIATION OF OPERATING INCOME (LOSS) TO
NET CASH PROVIDED (USED) BY OPERATING ACTIVITIES
Operating income (loss) S (29,374) S 15,942 S 2,613 S (1,096) $ 68,875 S 56,960
Adjustments to reconcile operating income (loss)
to net cash provided (used) by operating activities:
Amortization of prepaid pension contribution 30,602 - - - - 30,602
Amortization of deferred outflows of resources 31,608 - - - - 31,608
Difference between pension expense recognized
and deferred outflows of resources - contributions (129,771) - - - - (129,771)
Depreciation 850,291 - - - - 850,291
Changes in assets and liabilities:
Accounts receivable (188,177) - - - - (188,177)
Accounts payable (54,600) - - - - (54,600)
Accrued expenses (22,192) - - - - (22,192)
Deferred revenue 191,616 - - - - 191,616
Other 3,190 (2,212) 40 (1,017) - 1
NET CASH PROVIDED (USED) BY OPERATING ACTIVITIES S 683,193 S 13,730 $ 2,653 §$ (2,113) $ 68,875 $ 766,338

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 of accounting in accordance
with Governmental Accounting Standards Board (GASB) Statement No. 62, Codification of Accounting
and Financial Reporting Guidance Contained in Pre-November 30, 1989, FASB and AICPA
Pronouncements. The statement incorporates into the GASB’s authoritative literature certain
accounting and financial reporting guidance that is included in the following pronouncements issued
on or before November 30, 1989, which does not conflict with GASB pronouncements: 1) Financial
Accounting Standards Board (FASB) Statements and Interpretations; 2) Accounting Principles Board
(APB) Opinions; and 3) Accounting Research Bulletins (ARB) of the American Institute of Certified
Public Accountants’ (AICPA) Committee on Accounting Procedure.

The District also applies GASB Statement No. 63, Financial Reporting of Deferred Outflows of
Resources, Deferred Inflows of Resources, and Net Position, and GASB Statement No. 65, /tems
Previously Reported as Assets and Liabilities. These statements establish standards for reporting
deferred outflows of resources, deferred inflows of resources, and net position for all state and local
governments. The financial reporting standards reclassify as deferred outflows of resources or
deferred inflows of resources, certain items that were previously reported as assets and liabilities.

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 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 during the year to account for unanticipated occurrences.
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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) in
accordance with GASB Statement No. 31, Accounting and Financial Reporting for Certain Investments
and for External Investment Pools, and includes accrued interest. The pool has deposits and
investments with a weighted-average maturity of less than three years. As of June 30, 2015, the fair
value of the pool is 99.97% of the carrying value, which amounted to a net decrease of $1,116. The
change in fair value amounted to a decrease of $653 for the year ended June 30, 2015. 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.

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 contributions, subsequent to the measurement date, and differences between District
contributions and proportionate share of contributions, related to pension plans that are reported as
deferred outflows of resources in the government-wide statement of net position. District
contributions subsequent to the measurement date will be amortized during the next fiscal year as
provided by accounting pronouncement GASB Statement No. 71, Pension Transition for Contributions
Made Subsequent to the Measurement Date. Differences between District contributions and
proportionate share of contributions are amortized over the estimated service lives of the pension
plan participants.

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(s) and would only be recognized as an inflow
of resources (revenue) at that time. Changes in proportion and the District’s proportionate share of
the net difference between projected and actual earnings on pension plan investments are reported
as deferred inflows of resources in the government-wide statement of net position. These amounts
are amortized over the estimated service lives of the pension plan participants.

Program Advances Activity fees paid prior to the utilization of the service are recorded as program
advances.
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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 recreation 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 The District adopted GASB Statement No. 54, Fund Balance Reporting and Governmental
Fund Type Definitions, as amended by GASB 63, Financial Reporting of Deferred Outflows of Resources,
Deferred Inflows of Resources, and Net Position. These statements establish accounting and financial
reporting standards for classifying fund balances into specifically defined classifications. At June 30,
2015, 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 and liabilities
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:

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.

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 as
discussed in paragraph 21 of GASB Statement No. 54.

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.
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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, respectively. The District received approximately 39% of its
operating revenue in 2015 from property taxes.

Transfers Transfers are made from the Park Development Fund to the General Fund in order to make
debt payments.

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.

Cumulative Effect of Change in Accounting Principle The District adopted the provisions of GASB
Statement No. No. 68, Accounting and Financial Reporting for Pensions — An Amendment of GASB
Statement No. 27, as amended by GASB Statement No. 71, for the fiscal year ended June 30, 2015.
This statement improves financial reporting for pensions and the information provided about financial
support for pensions that are provided by other entities. Net position as of July 1, 2014, has been
restated for the implementation of GASB Statement No. 68, as amended by GASB Statement No. 71.
The effect was to decrease the net position of the District by $1,978,687.

Impact of Recently Issued Accounting Standards

In February 2015, GASB issued Statement No. 72, Fair Value Measurement and Application, with
required implementation for the District during the 2015-16 fiscal year. GASB Statement No. 72
addresses accounting and financial reporting issues related to fair value measurements. This
statement generally requires investments to be measured at fair value and disclosures to be made
about fair value measurements, the level of fair value hierarchy, and valuation techniques. It also
requires measurement at acquisition value for donated capital assets, donated works of art, historical
treasures and similar assets, and capital assets received in a service concession arrangement. These
assets were previously required to be measured at fair value.

In June 2015, GASB issued Statement No. 76, The Hierarchy of Generally Accepted Accounting
Principles for State and Local Governments, with required implementation for the District during the
2015-16 fiscal year. This statement reduces the accounting principles generally accepted in the United
States of America (GAAP) hierarchy to two categories of authoritative GAAP from the four categories
under GASB Statement No. 55, The Hierarchy of Generally Accepted Accounting Principles for State
and Local Governments. The first category of authoritative GAAP consists of GASB Statements of
Governmental Accounting Standards. The second category comprises GASB Technical Bulletins and
Implementation Guides, as well as guidance from the AICPA that is cleared by the GASB.
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This statement also addresses the use of authoritative and nonauthoritative literature in the event
that the accounting treatment for a transaction or other event is not specified within a source of
authoritative GAAP.

The District has not yet determined the effect these statements will have on its financial statements.

2. CASH AND CASH EQUIVALENTS

The District is required under State statutes to deposit its money in the Butte County Treasury, which
in turn pays the claims of the District. The Butte County Treasury is limited in its investments by
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 (LAIF) of the state of California. The
deposits in the Butte County Treasury pooled funds are unrated.

Cash and cash equivalents consisted of the following:

June 30, 2015 Maturities Fair Value
Petty Cash S 1,500

Deposits (1) 6,556

Investments That are Not Securities (2)

County treasurer's investment pool 2.6 years average 4,298,315

Total Cash and Cash Equivalents S 4,306,371

(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 the bank, which mitigates custodial credit
risk. The cash balances in the bank at June 30, 2015, amounted to $169,621. Deposits amounting to
$250,000 are covered by depository insurance, and the balance is subject to the collateralization
agreement.
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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.

3. INTERFUND RECEIVABLE (PAYABLE)

Oak Way Park, Peterson Park, and the Park Development Fund have been underwritten by the
General Fund for operating costs not covered by the annual property tax assessment or developer
fees. The interfund receivable (payable) represents the amount due to the General Fund for these
costs.

4. 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, 2015, totaled $91,807 with amortization expense of $30,602 per year.
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5. CAPITAL ASSETS

Changes in capital assets consisted of the following:

Balance Balance
June 30 2014 Additions Retirements 2015
Nondepreciating Capital Assets
Land S 11,634,790 S - S - S 11,634,790
Construction in progress - 66,168 - 66,168
Total Nondepreciating Capital Assets 11,634,790 66,168 - 11,700,958
Depreciating Capital Assets
Structures and improvements 23,839,509 8,934 - 23,848,443
Leasehold improvements 1,084,477 - - 1,084,477
Equipment 1,251,875 119,835 13,611 1,358,099
Subtotal 26,175,861 128,769 13,611 26,291,019
Less: Accumulated depreciation (9,717,760) (850,291) (13,611) (10,554,440)
Total Depreciating Capital Assets 16,458,101 (721,522) - 15,736,579
Total Capital Assets - Net S 28,092,891 $ (655,354) S - § 27,437,537
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6.

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. A schedule
of changes in compensated absences follows:

Balance Amount Amount Balance
June 30 2014 Earned Paid 2015
Compensated absences S 132,280 S 202,361 S (210,093) $ 124,548

NOTES PAYABLE

In 1997, the District signed a $700,000 note and purchased land (DeGarmo Park) from Robert
DeGarmo for $806,584. The note is to be paid over a period of 20 years at an interest rate of 10% per
annum with annual payments of $82,222 that began September 16, 1997, and continue through
September 16, 2016. The loan is paid out of the Park Development Fund.

In 2008, the District signed a $238,145 note and purchased solar panel electrical systems for the Field
House and Pleasant Valley Recreation Center. The note is to be paid over a period of 10 years at an
interest rate of 4.50% per annum with annual payments of $30,096 beginning March 20, 2009,
through March 20, 2018. The loan is paid from the General Fund.

In 2014, the District signed a $651,457 note which refinanced a capital lease for Lakeside Pavillion. The
note is to be paid over a period of 10 years at an interest rate of 4.375% per annum with bi-annual
payments totaling $81,142 that began October 28, 2014, and continue through October 28, 2024. The
loan is paid from the General Fund.

A schedule of changes in debt follows:

Balance Balance Current
June 30 2014 New Note Payments 2015 Portion
Notes payable $ 312,445 S 651,457 S 113,371 § 850,531 S 148,634
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10.

Scheduled principal and interest payments are as follows:

Year Ending June 30 Principal Interest Total
2016 S 148,634 S 44,827 S 193,461
2017 159,089 34,371 193,460
2018 88,093 23,145 111,238
2019 61,916 19,226 81,142
2020 64,611 16,531 81,142
2021-2025 328,188 36,951 365,139
Totals S 850,531 S 175,051 $ 1,025,582
CAPITAL LEASE

In April 2011, the District entered into a financing lease for the acquisition of the Lakeside Pavilion for
$760,000. This lease obligation was refinanced as a note payable in October 2014.

A total of $34,717 in interest costs were incurred during the year ended June 30, 2015.

OPERATING LEASES
The District leases copier equipment and a postage machine. Rental expense for the year ended
June 30, 2015, was $24,266. Minimum future rental payments under noncancelable operating leases

with remaining terms in excess of one year as of June 30, 2015, are as follows:

Year Ending June 30

2016 S 16,768
2017 14,059
2018 3,515
Total Minimum Future Rental Expense S 34,342

LINE OF CREDIT

In April 2015, the District obtained a line of credit with Golden Valley Bank for $500,000 with interest
at prime plus 2% (5.5% at June 30, 2015). The line was not utilized during the year ended June 30,
2015.
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11.

12.

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 2015 to be
$7,734,109.

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 the California
Public Employees’ Retirement System (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 paid by the District. The required employer
contribution rate for the 2014-15 fiscal year was 11.522%.

New CalPERS participants enrolled after January 1, 2013, are required to make contributions at a rate
of 6.25% of 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, 2015, was $340,487.
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Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred
Inflows of Resources Related to Pensions

At June 30, 2015, the District reported a net pension liability of $1,700,721 for its proportionate share
of the net pension liability. The net pension liability was measured as of June 30, 2014, and the total
pension liability used to calculate the net pension liability was determined by an actuarial valuation as
of June 30, 2013, rolled forward to June 30, 2014, using standard update procedures. The District’s
proportion 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, actuarially determined. At June 30, 2013, the District’s proportion was
.03%.

For the year ended June 30, 2015, the District recognized pension expense of $242,324. At June 30,
2015, 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, 2015 Resources Resources
Net difference between projected and actual earnings on
pension plan investments S - S 571,520
Differences between District contributions and proportionate
share of contributions 88,502 -
Changes in proportions - 37,272
District contributions subsequent to the measurement date 340,487 -
Total S 428,989 S 608,792

The $340,487 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, 2016. Other amounts reported as deferred outflows of
resources and deferred inflows of resources related to pensions will be recognized in pension expense
as follows:

Year Ending June 30

2016 $ 124,583
2017 124,583
2018 128,244
2019 142,880
Totals $ 520,290
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Actuarial Assumptions

The total pension liability in the June 30, 2013, actuarial valuation for CalPERS was determined using
the following actuarial assumptions, applied to all periods included in the measurement:

Valuation date June 30, 2013
Measurement date June 30, 2014
Actuarial cost method Entry age normal
Actuarial assumptions:
Discount rate 7.50%
Inflation 2.75%
Salary increases Varies by entry age and service
Investment rate of return 7.50%, 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 20 years of
mortality improvements using Society of Actuaries Scale BB.

The actuarial assumptions used in the June 30, 2013, valuation were based on the results of an
actuarial experience study for the period July 1, 1997, through June 30, 2011.

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, staff 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 returns were calculated over the short-
term (first 10 years) and the long-term (11-60 years) using a building-block approach. Using the
expected nominal returns for both short-term and long-term, the present value of benefits was
calculated for each fund. The expected rate of return was set by calculating the single equivalent
expected return that arrived at the same present value of benefits for cash flows as the one calculated
using both short-term and long-term returns. The expected rate of return was then set equivalent to
the single equivalent rate calculated above and rounded down to the nearest one quarter of one
percent. The table below reflects 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.
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Target Rate of Return  Rate of Return

June 30, 2015 Allocation Years1-10 Years 11+
Asset Class

Global equity 47% 5.25% 5.71%
Global fixed income 19% 0.99% 2.43%
Inflation sensitive 6% 0.45% 3.36%
Private equity 12% 6.83% 6.95%
Real estate 11% 4.50% 5.13%
Infrastructure and forestland 3% 4.50% 5.09%
Liquidity 2% -0.55% -1.05%
Total 100%

Discount Rate

The discount rates used to measure the total pension liability was 7.50%. 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.

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 7.50%, 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 (6.50%) or one percentage
point higher (8.50%) than the current rate:

Current
1% Decrease Discount Rate 1% Increase
June 30, 2015 (6.50%) (7.50%) (8.50%)
District's proportionate share of the net
pension liability ) 3,030,159 S 1,700,721 S 597,415

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 (CAFR).
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13. 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, 2015

General liability S 10,000,000
Public officials' errors and omissions S 10,000,000
Personal liability coverage for board members S 500,000
Employment practices liability S 10,000,000
Employee benefits liability S 10,000,000
Employee dishonesty coverage S 400,000
Auto liability S 10,000,000
Uninsured motorists S 1,000,000
Boiler and machinery coverage $ 100,000,000
Property including fire, theft, and flood S 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 board members, and a $1,000 deductible under auto liability.
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Chico Area Recreation and Park District
SCHEDULE OF THE DISTRICT’S PROPORTIONATE SHARE OF THE NET PENSION LIABILITY

Year Ended June 30, 2015

District's portion of the net pension liability (asset)

District's proportionate share of the net pension liability (asset)

District's covered-employee payroll

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

Plan fiduciary net position as a percentage of the total pension liability

w N

0.03%
1,700,721
2,219,555

76.62%
83.03%
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Year Ended June 30, 2015

Contractually required contribution

220,825
Contributions in relation to the contractually required contribution (220,825)
Contribution Deficiency (Excess) -
District's covered-employee payroll 2,219,555
Contributions as a percentage of covered-employee payroll 9.95%
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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.

CHANGES OF ASSUMPTIONS
California Public Employees’ Retirement System

In February 2014, the CalPERS Board adopted new actuarial assumptions. The most significant change
to the actuarial assumptions that the Board adopted was the inclusion of future mortality
improvement. The actuarial assumptions adopted by the Board of Directors are designed to ensure
greater sustainability and soundness of the defined benefit pension plans and will be better at
predicting future experience resulting in more secure retirement benefits in the decades to come. The
current experience study was based on demographic CalPERS data for years 1997 to 2011. The study
focused on recent patterns of termination, death, disability, retirement and salary increases. These
new assumptions were reflected in the total pension liabilities as of June 30, 2013. The 2013 liabilities
were rolled forward to the measurement date of June 30, 2014, using standard update procedures.
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