Item 7.1 Cover Sheet for Annual Audit for Fiscal Year 2019/2020

Auburn Area Recreation and Park District Finance Committee meeting July, 2020; Board of
Directors’ meeting, July, 2020.

The Issue; Shall the Auburn Area Recreation and Park District (the District) approve
the annual audit conducted by Richardson and Company, LLC?

Background: Richardson and Company, LLC conducted an audit of the Auburn Area
Recreation and Park District FY 2019/2020 Financial statements in May &
June 0f 2020. The report issued audited financials with auditors® opinion.
The auditor has made note of some recommendations that they would like
implemented by the District.

The District purchased a variety of equipment during the year valued at
approximately $322,129. The major items were a Reelmaster Mower
valued at $86,290 for Railhead Park. A new Pond Filter Pump was
purchased for Regional Park for $158,222 (approximately $20,000 of
these costs were incurred in 2018-2019). A new security system was
installed at Recreation Park, valued at $39,234.

Additionally, the District expensed approximately $817,631 in Capital
Improvement projects during the 2019-2020 Fiscal Year. $88, 234
resulted in completed Structures. These are the two major projects:

1. James Field Major Renovation: $437,144
2. CVCC Bike Park (Phase One): $351,665

The funding for the James Field Major Renovation was provided by City
Mitigation and Future Capital Construction. The CVCC Bike Park
construction was funded by Public Donations, City Mitigation, County
Mitigation and Future Capital Construction.

The District’s property tax revenue increased by 5.5% this year over last
year 2018/2019. The District is showing a decrease in our overall Net
Position of $48,647, primarily due to the implementation of GASB 75 for
post-employment benefits,

The State of California, through GASB 68, mandates that all State
agencies must recognize unfunded pension liabilities on their balance
sheets. The Districts portion of unfunded pension liability totaled
$1,197,610 in 2019/2020 and was reduced by payments of $120,181,
making the net pension liability $1,077,429. This assumes that every
employee currently with the District works to full retirement age and
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Recommendation:

Attachment:

accumulates 30 years of work history. While that is highly unlikely,
GASB 68 requires such recognition of the liability. Because pension
liability is long term, it does not fully affect the income statements of the
District. CalPERS has adopted a “smoothing” method of amortizing the
expense, so that the unfunded portion of the liability will be paid through
increasing the percentage of payroll dollars paid into the system each year.
So effectively, the District will pay an increased “premium” each year
until the unfunded liability is extinguished. This will, of course, be
expensed through the income statement. Additionally, because CalPERS
uses an assumed rate of return on investment of 7% and the actual rate is
less than the assumed rate, it creates a funding gap that must be made up
by each government entity.

Staff, at the Board’s direction, has created a reserve account to facilitate
erasing the full amount of the District’s unfunded portion of the liability.
As of March 31, 2020, the reserve account had been funded by $183,200.

The Standing Finance Committee recommends adopting the annual audit
with two minor adjustments to the original recommendations. The
Standing Finance Committee forwards this to the Board of Directors for a
final approval.

1) Audit letter from Richardson and Company

2) Governance letter from Richardson and Company

3) Management letter from Richardson and Company, amended
4) Audit Summary from Ingrid Sheipline, CPA

5) Final Audit from Richardson and Company
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CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT ACCOUNTANTS’ REPORT ON AGREED-UPON PROCEDURES
APPLIED TO APPROPRIATIONS LIMIT TESTING

Board of Directors
Auburn Area Recreation and Park District
Auburn, California

We have performed the procedures enumerated below to the accompanying calculation of the
Appropriation Limit of the Auburn Area Recreation and Park District (the District) for the year ended
March 31, 2020. These procedures, which were agreed to by the District and the League of California
Cities (as presented in the publication entitied Article XIlI-B Agreed-upon Procedures Applied 1o the
Appropriations Limitation Prescribed By of the California Constitution) were performed solely to assist
the District in meeting the requirements of Section 1.5 of Article X1II-B of the California Constitution.
The District management is responsible for the appropriations limit calculation. This agreed-upon
procedures engagement was conducted in accordance with attestation standards established by the
American Institute of Certified Public Accountants. The sufficiency of the procedures is solely the
responsibility of those parties specified in this report. Consequently, we make no representation
regarding the sufficiency of the procedures described below either for the purpose for which this report
has been requested or for any other purpose.

The procedures performed and our findings were as follows:

1. We obtained the District’s calculation of the 2019/2020 appropriations limit and compared the limit
and annual adjustment factors included in the calculation to the limit and annual adjustment factors
that were adopted by resolution of the Board of Directors.

Finding: No exceptions were noted as a resuit of our procedures.

2. We compared the methodology used to determine the cost of living adjustment component to Article
XIIB which states that the District may annually adjust the component for either the change in
California per capita personal income or, the percentage change in the District’s assessed valuation
which is attributable to non-residential new construction. We recalculated the factor based on the
above information.

Finding: No exceptions were noted as a result of our procedures.

3. We compared the methodology used to determine the population adjustment component to Article
XIIB which states that the District may annually choose to adjust the component for either the
change in population in the County in which the District is located, or the change in population within
the unincorporated area of the County in which the District is located. We recalculated the factor
based on the above information.

Finding: No exceptions were noted as a result of our procedures.



Board of Directors
Auburn Area Recreation and Park District
Page 2

4. We compared the prior year appropriations limit presented in the accompanying Appropriations Limit
Calculation to the prior year appropriations limit adopted by the Board of Directors for the prior year.

Finding: We noted the County prepares the appropriations limit calculation, but the District’s Board
of Directors does not adopt it.

5. We recalculated the 2015/2020 Appropriation Limit by multiplying the product of the two above
factors by the 2018/2019 appropriation limit.

Finding: No exceptions were noted as a result of our procedures.

6. We compared the District’s actual expenditures to the computed appropriation limit for fiscal year
2019/2020,

Finding: For the 2019/2020 fiscal year, the District’s actual expenditures subject to the
appropriations limit did not exceed the calculated appropriation limit.

We were not engaged to, and did not, perform an audit, the objective of which would be the expression of
an opinion on the accompanying Appropriations Limit calculation. Accordingly, we do not express such
an opinion. Had we performed additional procedures, other matters might have come to our attention that
would have been reported to you. No procedures have been performed with respect to the determination
of the appropriation limit for the base year, as defined by Article X111-B of the California Constitution.

This report is intended solely for the use of the District and should not be used by those who have not

agreed to the procedures and taken responsibility for the sufficiency of the procedures for their purposes.
However, this report is a matter of public record and its distribution is not limited.

Aeharotaryo f &W, LLP

July 16, 2020

59



APPENDIX A

AUBURN AREA RECREATION AND PARK DISTRICT
APPROPRIATION LIMIT CALCULATION

Year Ended March 31, 2020

APPROPRIATION LIMIT
ADOPTED BY DISTRICT:

Recorded in Final 2019/2020 Budget

APPROPRIATION LIMIT
COMPUTATION PER REVIEW:

2018/2019 Appropriation Limit
Cost of living factor:

Change in California per capita income
Auditor computed limitation

Variance

$ 6,936,690
$ 6,619,611
1.0479
6,936,690

3 (0)
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GOVERNANCE LETTER

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

We have audited the financial statements of the governmental activities, each major fund, and the remaining
fund information of the Auburn Area Recreation and Park District (the District), for the year ended March
31, 2020, and have issued our report thereon dated July 16, 2020. Professional standards require that we
provide you with information about our responsibilities under generally accepted auditing standards, as
well as certain information related to the planned scope and timing of our audit. Professional standards
also require that we communicate to you the following information related to our audit.

Our Responsibility under U.S. Generally Accepted Auditing Standards

As stated in our engagement letter dated November 22, 2019, our responsibility, as described by
professional standards, is to express opinions about whether the financial statements prepared by
management with your oversight are fairly presented, in all material respects, in conformity with U.S.
generally accepted accounting principles. Our audit of the financial statements does not relieve you or
management of your responsibilities.

Generally accepted accounting principles provide for certain required supplementary information (RSI) to
supplement the basic financial statements. Our responsibility with respect to management’s discussion and
analysis, budgetary comparison information, schedule of changes in the net pension liability and related
ratios, and schedule of contributions to the pension plan, which supplements the basic financial statements,
is to apply certain limited procedures in accordance with generally accepted auditing standards. However,
the RSI will not be audited and, because the limited procedures do not provide us with sufficient evidence
to express an opinion or provide any assurance, we will not express an opinion or provide any assurance on
the RSI.

Planned Scope and Timing of the Audit

An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements; therefore, our audit involves judgment about the number of transactions to be
examined and the areas to be tested.

Our audit will include obtaining an understanding of the entity and its environment, including internal
control, sufficient to assess the risks of material misstatement of the financial statements and to design the
nature, timing, and extent of further audit procedures. Material misstatements may result from (1) errors,
(2) fraudulent financial reporting, (3) misappropriation of assets, or (4) violations of laws or governmental
regulations that are attributable to the entity or to acts by management or employees acting on behalf of the
entity. We noted no material weaknesses in internal controls as a result of our audit.
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To the Board of Directors
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Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The significant
accounting policies used by the District are described in Note A to the financial statements. The District
adopted Governmental Accounting Standards Board (GASB) Statement No. 75, Accounting and Financial
Reporting for Postemployment Benefits Other Than Pensions as of March 31, 2020, which resulted in the
District recording a restatement of beginning net position at March 31, 2019 to record the other
postemployment benefit (OPEB) liability related to health benefits provided to retirees as discussed in Note
__ of the financial statements. We noted no transaction entered into by the District during the year for
which there is a lack of authoritative guidance or consensus. All significant transactions have been
recognized in the financial statements in the proper period after the necessary adjustments were made.

Accounting estimates are an integral part of the financial statement prepared by management and are based
on management’s knowledge and experience about past and current events and assumptions about future
events. Certain accounting estimates are particularly sensitive because of their significance to the financial
statements and because of the possibility that future events affecting them may differ significantly from
those expected. The most sensitive estimates affecting the District’s financial statements were determining
the depreciable lives and methods used for capital assets, and the accrual of the unfunded pension and
OPEB liabilities. We evaluated the key factors and assumptions used to develop the estimates in
determining that they are reasonable in relation to the financial statements taken as a whole. The accrual
for the unfunded pension liability was determined by an actuarial valuation performed by CalPERS, which
is performed annually. The accrual for postemployment benefits was determined by an actuarial valuation,
which is required to be performed every two years,

Certain financial statement disclosures are particularly sensitive because of their significance to financial
statement users. The most sensitive disclosure affecting the financial statements were:

Pension Liability: Information on the District’s pension plans, including the District’s share of the
unfunded pension liability, is shown in Note G. The District’s share of the unfunded pension liability
at March 31, 2020, the most recent measurement date, was $1,077,429 which is reflected as a liability
in the District’s financial statements as of March 31, 2020.

Liability for Postemployment Benefits: The OPEB disclostre in Note H shows that due to the

implementation of GASB 75, which was effective with the fiscal year ended March 31, 2019, the
District has recorded an OPEB liability of $247,764 as of March 31, 2020. Net position as of April 1,
2019 was reduced by $226,612 to reflect the retroactive implementation of GASB No. 75.

Restatements: Note J of the financial statements reflects areas where adjustments were made to net
position reported in the audited financial statements as of March 31, 2019,

The financial statement disclosures are neutral, consistent, and clear,

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and completing our
audit.

Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified during the
audit, other than those that are clearly trivial, and communicate them to the appropriate level of
management. During the course of our audit, 27 closing entries and audit adjustments to correct balances
of the accounts and transactions were made as follows:
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To the Board of Directors
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® Include financial information of the Friends of the District Foundation in the District’s financial
statements

* Record City Mitigation fund activity posted directly to fund balance
* Reclassify negative cash in Atwood Fund to a liability

® Roll forward equity from the prior year financial statements in the fund and government wide
statements

* Record revenue and expenses related to Atwood Fund

* Record prior year pension balances and current year pension liability activity

* Revise compensated absence entry made by the District in reverse

® Accrue accounts payable not previously recorded

¢ Accrue for March program refunds not made until April

* Restate government-wide financial statements to record other postemployment benefits

¢ Adjustments to capital assets including true ups for capital outlay, recording of depreciation
expense and related accumulated depreciation, and recording loss on disposal of capital assets

* Record OPEB liability

In addition, the attached schedule summarizes an uncorrected misstatement of the financial statements,
management has determined that its effect is immaterial, both individual and in the aggregate to the
financial statements taken as a whole.

Disagreements with Management

For purposes of this letter, a disagreement with management is a financial accounting, reporting, or auditing
matter, whether or not resolved to our satisfaction, that could be significant to the financial statements or
the auditor’s report. We are pleased to report that no such disagreements arose during the course of our
audit.

Management Representations

We have requested certain representations from management that are included in the management
representation letter dated July 16, 2020.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting
matters, similar to obtaining a “second opinion™ on certain situations. 1fa consultation involves application
of an accounting principle to the District’s financial statements or a determination of the type of auditor’s
opinion that may be expressed on those statements, our professional standards require the consulting
accountant to check with us to determine that the consultant has all the relevant facts. To our knowledge,
there were no such consultations with other accountants.
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To the Board of Directors
Page 4

Issues Discussed Prior to Retention of Independent Auditors

We generally discuss a variety of matters, including the application of accounting principles and auditing
standards, with management each year prior to retention as the District’s auditors. However, these
discussions occurred in the normal course of our professional relationship and our responses were not a
condition to our retention.

Other Matters

We applied certain limited procedures to the required supplementary information (RSI) listed in the table
of contents, which are RSI that supplements the basic financial statements, Our procedures consisted of
inquiries of management regarding 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 did not audit the
RS1 and do not express an opinion or provide any assurance on the RSI.

Restriction on Use

This information is intended solely for the use of the Board of Directors and management of the District
and is not intended to be, and should not be, used by anyone other than these specified parties.

A hrarsterso &W%, LLA

July 16, 2020



AUBURN AREA RECREATION AND PARK DISTRICT
SUMMARY OF UNADJUSTED AUDIT DIFFERENCES - GOVERNMENT WIDE
YEAR ENDED MARCH 31, 2020

Financial Statements Effect -
Amount of Overstatement (Understatement} of:
Total Total Total Change
Assetsand | Liabilities and | Total Fund in Fund
Deferred Deferred Balance/Net | Balance/Net
Description Outflows Inflows Pasition Position
Amount refunded for child care classes after March 31, 2020
recorded as decrease in cash Y (7.807) § {7,807)
Net Unadjusted Audit Differences - This Year (7,807) (7,807
Financial Statement Caption Totals-Governmental activities 11,782,630 1,813,999 § 9968631 § 143,749
Net Audit Differences as % of F/S Captions {0.07%) {0.43%) 0.00% 1.00%
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AUBURN AREA RECREATION AND PARK DISTRICT
SUMMARY OF UNADJUSTED AUDIT DIFFERENCES - GENERAL FUND
YEAR ENDED MARCH 31, 2020

Financial Statements Effect -
Amount of Qverstatement (Understatement) of:

Total Change
Total Fund in Fund
Total Total Balance/Net | Balance/Net
Description Assets Liabilities Position Pasition
Amount refunded for child care classes afier March 31, 2020
recorded as decrease in cash $ (7,807) § (7,807)
Net Unadjusted Audit Differences - This Year (7.807) (7.807)
Financial Statement Caption Totals-Govemnmental activitics 3,684,610 270,076 § 3,414534 $ 85,386
Net Audit Differences as % of F/S Captions 0.21%) (2.89%) 0.00% 0.00%




550 Howe Avenue, Suite 210

I C H A RD S ON Sacramento, California 95825
& COMPANY L e
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MANAGEMENT LETTER

Board of Directors
Aubum Area Recreation and Park District
Auburn, California

In planning and performing our audit of the financial statements of the governmental activities, each major
fund, and the remaining fund information of the Auburn Area Recreation and Parks District (the District)
for the year ended March 31, 2020, in accordance with auditing standards generally accepted in the United
States of America, we considered the District’s internal control over financial reporting (internal control)
as a basis for designing our auditing procedures for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the District’s internal
control. Accordingly, we do not express an opinion on the effectiveness of the District’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or combination of deficiencies in
internal control, such that there is a reasonable possibility that a material misstatement of the entity’s
financial statements will not be prevented, or detected and corrected on a timely basis.

Our consideration of internal control was for the limited purpose described in the first paragraph and was
not designed to identify all deficiencies in internal control that might be material weaknesses. Given these
limitations, we did not identify any deficiencies in internal control that we consider to be material
weaknesses. However, material weaknesses may exist that have not been identified,

The following matters have been included in this letter for your consideration:

Financial Reporting and Accounting System

We noted the following areas where adjustments to the District’s accounting records were made during the
audit process that indicates areas where improvements can be made to the District’s processes:

* The District has two Special Revenue Funds that provide funding to the General Fund for projects
expended in the General Fund, as necessary. When funds are transferred from these special revenue
funds into the General Fund, we recommend that interfund transfer accounts be utilized rather than
recording the movements of cash between funds within the fund balance accounts.

* We noted several journal entries posted by staff that were posted in reverse. We recommend that
all journal entries be reviewed by management prior to being entered into the system.

® Negative cash and investment balances should be eliminated through due to/from other funds after
all other closing entries are posted. Negative cash of $11,419 in the Atwood Fund was reclassified
to reflect borrowings from the General Fund during the audit.
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Board of Directors
Auburn, California
Page 2

Foundation Accounting

We determined during the audit that the Friends of the District Foundation meets the definition of a blended
component unit of the District, as the Board is almost entirely composed of District Board Members and
the sole purpose of the Foundation is to support the District. We recommend that the District set up a
separate general ledger with a complete chart of accounts for the Foundation to facilitate incorporating the
financial information into the District’s audited financial statements.

Capital Assets

We noted that the District removes depreciation expense in the year assets are disposed, resulting in the
understatement of depreciation expense and overstatement of the gain/loss on sale. We recommend that
the District not reduce depreciation expense when disposing of a capital asset,

We noted that the capital asset balances on the listing did not agree to the prior year balances, and that
entries were required to adjust ending balances, agree capital asset additions to capital outlay expense, and
to record depreciation expense. We recommend that the District prepare a roll-forward of capital asset
activity prior to the start of the audit to ensure that all these account balances and journal entries have been
recorded. The closing process should include reconciling the capital outlay expense account to additions
on the capital asset list.

We noted that the detail capital asset listing does not contain a column showing the useful lives of assets
and is just included in a formula to calculate the monthly depreciation. We recommend that the District
modify its detail asset listing to include a separate column for the useful life of each asset for clarity.

The District’s capitalization threshold of $1,000 seems low given the size of the District. We recommend
that the District increase the capitalization threshold to $5,000 to reduce the amount of tracking needed for
capital assets.

The District has not performed an inventory of capital assets for at least the past three years. We recommend
that the District adopt a policy to perform an inventory of capital assets at least every other year.

Reconciliations — Segregation of Duties

The Administrative Services Manager, who is a check signer, also has access to the accounts payable
module. We recommend that to ensure the proper separation of duties, the Manager should not have access
to the payables module to generate checks.

We noted that accounts payable checks are returned the employee who processes accounts payable afier
the accounts payable checks are reviewed and signed for mailing. To ensure proper segregation of duties,
we recommend that payable checks be returned to an individual who does not have access to the payable
system for mailing to vendors.

We noted no documentation of review of bank reconciliations. We recommend that the review of bank
reconciliations be documented with an initial by the Administrative Services Manager.

To verify the accuracy of the pension contributions posted by CalPERS, we recommend that pension
contributions recorded in the District’s general ledger be reconciled to the CalPERS contribution schedules
annually.



Board of Directors
Aubum, California
Page 3

Recreation Accounting System

We noted the following areas for improvement to the District’s controls over the recreation accounting
system:

e We recommend that a reconciliation of the fees received in the RecTrac and Dayworks to the
revenue recorded in the general ledger be performed at least annually. This reconciliation can be
done on a spot-check basis for a selected number of events.

*  While the District maintains receipt books at all locations, they are not consistently being used, We
recommend that receipts be written for all funds received at both locations, and the receipt book
should be compared to amounts deposited.

¢ Discrepancies noted by instructors between the roster provided to them and the actual attendees
should be resolved by someone that does not take payments and post to the RecTrak system ta
ensure property segregation of duties.

Fraud Risk Assessment

We noted that the District does not have a formal risk assessment plan to identify those risks within the
District that could result in fraud or material misstatement of the financial statements, and then to implement
internal controls to mitigate those identified risks. We recommend the District develop a risk assessment
plan to identify potential risk areas and then ensure controls or processes are in place to mitigate those risks.
This risk assessment should be performed on a periodic basis and should include an annual discussion at a
staff meeting regarding areas where there may be risks of fraud. In addition, the District’s Finance
Committee should be involved in this risk assessment process as well, by including an item on their agenda
to discuss possible fraud risks.

Board Committed Fund Balance Reserves

We noted that the reserve policy adopted by the Board specifies amounts to be added to reserves and desired
reserve balances, but these policy guidelines were not followed for the Unfunded CalPERS Reserve. We
recommend that at least annually, at the beginning of the fiscal year, reserves recorded in the genera! ledger
be compared to the criteria in the Financial Reserves Policy.

Appropriation Limits

All agencies receiving tax funding are required by State Law to prepare an Appropriation Limit calculation
that is approved by the Board. The County prepares the calculation on behalf of the District, but the
District’s Board does not pass a resolution approving the calculated appropriation limit. We recommend
that the Board pass a resolution adopting the appropriations limit when the annual budget is approved.

¥ ok %k % ¥

We would like to take this opportunity to acknowledge the courtesy and assistance extended to us during
the course of the audit. This report is intended solely for the information and use of the Board of Directors,
management, and others within the organization and does not affect our report dated July 16, 2020 on the
financial statements of the District,

Aeharotarro f &-mp;uzﬁ, LLRP

July 16, 2020
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AUBURN AREA RECREATION AND PARK DISTRICT
SUMMARY OF AUDIT RESULTS
July 23, 2020

Presentation by Richardson & Company, LLP of the Audited Financial Statements, including the
following communications required by Generally Accepted Auditing Standards:

Reports issued
Audited Financial Statements with auditors opinion
Governance letter
Management letter with recommendations
Appropriations limit report

Independent Auditor’s Report (pages 1 and 2)
Unmodified (clean) opinion

Highlights of financial statements
Management discussion & analysis (pages 3 to 9)
Statement of Net Position (page 10)
Unrestricted net position of $2.2 million
Statement of Activities (page 11)
Revenue exceeded expenses by $141,770, including depreciation, pension and OPEB
accounting entries totaling $641,000
Fund Balance Sheets (page 12)
Fund balance of $3.6 million
Fund Revenue/Expense (pages 14)
General Fund expenses exceeded revenues by $87,365
Capital assets, Note D (page 25)—capital expenditures of $1,154,000
Fund balance, Note F (pages 26)—Components of funds balance
Penston Plan, Note G (pages 26 to 30)
OPEB Plan, Note H (pages 30 to 32)
Restatement of fund balance, Note J (page 34)—corrections and reclassifications made

Governance Letter
Audit adjustments — 27 audit adjustments identified
Unadjusted difference — April program refunds deducted from cash in March
No difficulties in performing the audit and no unusual accounting practices

Management letter

No material weaknesses in intemal controls

Other areas where recommendations were identified
Improvements to processes
Foundation to be set up in accounting system to facilitate inclusion in District’s financials
Capital asset recommendations
Reconciliation and segregation of duties recommendations
Recreation accounting system recommendations
Establish fraud risk assessment process
Reserve changes to be consistent with policy
Appropriation limit to be approved by Board resolution
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AUBURN AREA
RECREATION AND PARK DISTRICT

Audited Financial Statements

March 31, 2020
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INDEPENDENT AUDITOR'S REPORT

Board of Directors
Auburn Area Recreation and Park District
Aubum, California

We have audited the accompanying financial statements of the governmental activities of each major
fund, and the aggregate remaining fund information of the Auburn Area Recreation and Park District as of
and for the year ended March 31, 2020, 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

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

Auditor’s Responsibility

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

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

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.
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Board of Directors
Aubum Area Recreation and Park District

Opinions

in our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, each major fund, and the aggregate remaining
fund information of the Aubum Area Recreation and Park District as of March 31, 2020, and the
respective changes in financial position for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Change in Accounting Principle

As discussed in Note J to the financial statements, during the year ended March 31, 2020, the District
adopted a new accounting standard, GASB No. 75, Accounting and Financial Reporting for
Postemployment Benefits Other Than Pensions. Our opinion is not modified with respect to this matter.

Correction of Errors and Reclassifications

As discussed in Note J, correction of errors and reclassifications were made during the current year.
Accordingly, adjustments have been made to Net Position and General Fund Balance as of April 1, 2019
to correct these errors,

Other Matiters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis, budgetary comparison information, schedule of the proportionate share of the net
pension liability, schedule of contributions to the pension plan, and schedule of changes in the net OPEB
liability and related ratios to 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,

Aeharstorso § bompany, LLP

July 16, 2020
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AUBURN AREA RECREATION AND PARK DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED MARCH 31, 2020

This section of the Auburn Area Recreation and Park District’s annual financial report presents an analysis
of the District’s financial performance during the fiscal year ended March 31, 2020. This information is
presented in conjunction with the audited basic financial statements, which follow this section.

FINANCIAL HIGHLIGHTS FOR FiSCAL YEAR 2019-2020

e The assets of the District exceeded liabilities at the close of the 2019-2020 fiscal year by
$9,966,652 (net position). Of this amount, $7,466,979 is invested in capital assets, and $250,724
is restricted for particular purposes.

* As of March 31, 2020, the District’s governmental funds reported combined fund balances of
3,606,557, of which $1,446,657 is available to meet the District’s current and future needs
(unreserved general fund balance).

* At the end of the fiscal year, the unreserved fund balance for the general fund was §$1,446,657 or
approximately 59% of total general fund expenditures.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the District’s basic financial
statements. The District’s basic financial statements are comprised of three components: government-
wide financial statements, fund financial statements, and notes to the financial statements. This report
also includes additional required supplementary information in addition to the basic financial statements.

REQUIRED FINANCIAL STATEMENTS

Government-Wide Financial Statements are designed to provide readers with a broad overview of
District finances in a manner similar to a private-sector business.

The Statement of Net Position includes information on the District’s assets and liabilities and provide
information about the nature and amount of investments in resources (assets) and the obligations to
District creditors (liabilities). 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.

The Statements of Activities presents information showing how 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 result in cash flows in future fiscal periods (e.g.,
uncollected taxes and earned but unused vacation leave).

Both of these government-wide financial statements distinguish functions of the District that are
principally supported by taxes and intergovernmental revenues (governmental activities) from other
functions that are intended to recover all or a portion of their costs through user fees and charges
(business type activities). The governmental activities of the District are recreational and park activities.
There are no business type activities.
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AUBURN AREA RECREATION AND PARK DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED MARCH 31, 2020

Fund Financial Statements are groupings of related accounts that are used to maintain control over
resources that have been segregated for specific activities or objectives. The District, like other state and
local governments, uses fund accounting to ensure and to demonstrate finance-related legal compliance.
All of the funds of the District can be combined into one category: governmental funds.

Governmental funds are used to account for essentially the same functions reported as governmental
activities in the government-wide financial statements. However, unlike the government-wide financial
statements, governmental fund financial statements focus on near-term inflows and outflows of spendable
resources, as well as on balances of spendable resources at the end of the fisca year. Such information
may be useful in evaluating the District’s near-term requirements, Because the focus of governmental
funds is narrower than that of the government-wide financial statements, it is useful to compare the
information presented for govemmental funds with similar information presented for governmental
activities in the government-wide financial statements. By doing so, readers may better understand the
long-term impact of the government’s near-term financial decisions. Both the governmental funds
balance sheet and the governmental funds statement of revenues, expenditures, and changes in fund
balances provide a reconciliation to facilitate comparison between governmental funds and governmental
activities. Additional information is provided on separate schedules that reconcile the differences
between the government-wide financial statements and the fund financial statements.

Notes to the Financial Statements

The notes provide additional information that is essential to a full understanding of the data provided in
the government-wide and fund financial statements. The notes to the financial statements can be found
immediately following the basic financial statements.

Other information

In addition to the basic financial statements and accompanying notes, this report presents certain required
supplementary information concerning the District’s budgetary comparative information for the general
fund and major special revenue fund and the District’s pension and post-employment benefit plans.
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AUBURN AREA RECREATION AND PARK DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS

FOR THE YEAR ENDED MARCH 31, 2020

GOVERNMENT-WIDE FINANCIAL ANALYSIS

The following table compares the Statement of Net Position/Fund Balance at March 31, 2020 and 2019:

Condensed Statement of Net Position

Fiscal Years

Ended March 31, 2020 and 2019

Current and other assets
Capital assets — net
Total assets

Deferred outflows

Liabilities

Current

Non-current
Total liabilities

Deferred inflows

Net Position:

Net investment in capital assets
Restricted

Unrestricted

Total Net Position

2020 2019
$ 3,876,633 $ 4,173,376
7,466,979 6,783,601
11,343,612 10,956,977
437,039 390,633
389,632 335,456
1,325,193 934,476
1,714,825 1,269,932
99,174 62,379
7,466,979 6,783,601

250,724

2,248,949 3,231,698

$ 9,966,652 $ 10,015,299

Total net position decreased from 2019 1o 2020 by .5% or $48,647. This decrease is due mostly to the
implementation of GASB 75 whereby the full amount of the liability for post-employment benefits
(OPEB) has been recorded and was offset by net income for the year. The OPEB liability lowered net
position by $247,764 from March 31, 2019 to March 31, 2020.
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AUBURN AREA RECREATION AND PARK DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED MARCH 31, 2020

A summary of the District’s Statement of Activities, recapping the District’s revenues earned during the
fiscal year ended March 31, 2020 and 2019, and the expenses incurred is as follows:

Condensed Statement of Activities
Fiscal Years
Ended March 31, 2620 and 2019

2020 2019
Program Revenue:

Charges for services $ 1,500,794 §$ 1,410,376

Operating grants and contributions 35,490 30,963

Capital grants and contributions 3,254 8,284
General Revenue:

Property taxes and assessments 3,479,344 3,110,908

Mitigation fees 275,300 187,928

Interest earnings 76,185 82,069

Miscellaneous 43,534 247,009
Total Revenue 5,413,901 5,077,537
Expenses:

Recreation and park activities 5,272,131 5,060,329
Total Expense 5,272,131 5,060,329
Changes in Net Position 141,770 17,208
Beginning Net Positicn 10,015,299 9,998,091
Restatement (190,417)

Ending Net Position $ 9,966,652 $ 10,015,299

Following are explanations of significant variances from fiscal year 2019 to 2020.

* Revenues increased by $336,364 between 2019 and 2020. This increase was due mostly to the
increase in property taxes and assessments, offset by a reduction in impact fees collected. The
increase in charges for services is due to an increase in the number of programs the District
offered in the year and an overall increase in participation by the public.

* Expenses increased by $211,802, mostly due to increased salary and benefit costs. Additionally,
the increase in the programs and related program revenues contributed to an increase in total
expenditures.

e The restatement of $190,417 also reduced net position and was the result of implementation of
GASB 75, and the recording of the Foundation activities previously not reflected in the District’s
financial statements,



AUBURN AREA RECREATION AND PARK DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED MARCH 31, 2020

Financial Analysis of the Governmental Funds

The District uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements. The fund financial statements focus on individual parts of the District, reporting the
District’s operations in more detail than the government-wide financial statements. The governmental
funds provide information on near-term inflows, outflows and balances of spending resources. Total
governmental fund balance at March 31, 2020 was $3,606,557 which is a decrease of 211,160 in
comparison with FY 2019.

The following table shows the fund balance by classifications for the last two years,

Year ended March 31,
Fund Balance 2020 2019
General Fund $ 3412555 $ 3323966
Atwood Park Fund (11,419) 1,097
City Mitigation Fund 205421 492 654
Total fund balances $ 3,606,557 $ 3,817,717

Significant changes in fund balances by classification consist of the following,

* General Fund: The fund balance increase by 3% or $88,589 in FY 2020. The District’s revenues
were higher than fiscal year 2019 because of the increase in property tax revenue. Fund balance
was also increased by $175,954 to correct classification issues in the prior year and to record
Foundation activities as discussed in Note J of the financial statements.

» City Mitigation Fund: Fund balance in the impact fees fund decreased by $287,233 or 58%
because of transfers made to the General Fund to cover park cameras, James Field construction
and the Bike Park.

CAPITAL ASSETS

As of March 31, 2020, the District’s investment in capital assets totaled $7,466,979, net of accumulated
depreciation, which increased by $683,375 from 2019. The investment in capital assets includes land, site
improvements, buildings and improvements and equipment. Increases during the year include costs of
$437,144 for the James Field renovation, $351,665 for the Bike Park, $136,424 for the pond filter project
and $86,290 for the purchase of a new Reelmaster riding lawn mower. These additions are offset by the
recording of depreciation for $486,708 The capital assets are presented in the government-wide statement
of net position. Additional information on the District’s capital assets can be found in Note D to the
financial statements,

LONG-TERM DEBT

As of March 31, 2020, the District had no long-term debt. Note E discusses the District’s long-term
obligations, which consist of compensated absences, net pension liability and OPEB liability.
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AUBURN AREA RECREATION AND PARK DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED MARCH 31, 2020

GENERAL FUND BUDGETARY HIGHLIGHTS

The District’s property tax receipts were $122,081 more than budgeted for the fiscal year, and $455,808
more than collected in the prior fiscal year which is primarily due to increasing property values.

The final budget approved by the Board of Directors on March 26, 2019 reflected a projected surplus of
$4,850, inclusive of a $50,000 Board required contribution to the Equipment Reserve and a Board
required contribution of $5,000 to the ADA reserve and a Board required contribution of $45,800 to the
CalPERS unfunded Liability reserve as well as a proposed contributions to the Future Capital
Construction Reserve Fund in the amount of $50,000. In 2019/2020, the District’s base property tax
revenues increased by 5.5%. The Mid-Year Budget Revision reflected a $10,856 forecasted surplus which
included an increase of $25,535 to the Equipment Reserves, and no other changes to the remaining
reserves.

The Year in Review
Several accomplishments warrant mention for FY 19/20:

ARD completed a few projects associated with its Capital Improvement Program and Asset Replacement
Plan. All projects and Assets purchased in fiscal year 2019/2020 were funded through Future Capital
Construction Reserves, Equipment Replacement Reserves, ADA Reserves, City and County Mitigation
funds and General Funds. Some of the notable projects and assets purchases included the following:

*  The Canyon View Community Center’s Phase One of the new Bike Park

*  The Major Renovation of James Field at Recreation Park

*  New Security Cameras installed at Recreation Park

*  Landscaping Project for Railhead Park put on by the Rotary Clubs of Auburn
* A New Pond Filter Pump for Regional Park

*  Playground Path of travel at Regional Park

*  Electrical Improvements at Winchester Park’s Ballfield

* A new Reelmaster Mower for Railhead Park

* 3 new HVAC units; one for Customer Service’s computer room, one for the Recreation
Department’s Offices and one for the Christian Valley Community Center, leased by Tutor
Totter Preschool.



AUBURN AREA RECREATION AND PARK DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED MARCH 31, 2020

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET

The District’s overall property tax revenues declined substantially from fiscal year 07/08 through fiscal
2012/2013 and began to recover in FY 2013/2014. The following data illustrate the trends:

2007/2008:  $2,711,000
2008/2009:  $2,695,000
2009/2010:  $2,628,000
2010/2011:  $2,443,000
2011/2012:  $2,354,000
2012/2013:  $2,494,000
2013/2014:  $2,466,000
2014/2015:  $2,604,000
2015/2016:  $2,824,980
2016/2017:  $2,999,467
2017/2018:  $3,117,857
2018/2019:  $3298,841
2019/2020:  $3479,345

The District has been able to balance its budgets each year through attrition, cost cutting, control of
benefit expenses and shrewd purchasing of supplies and services. This past year has seen a continued
modest increase in property tax revenues as well as increases in program revenues. While we are in the
midst of a worldwide pandesmic, we will continue to budget conservatively to maintain a strong balance
sheet and to keep the parks in great condition.

Should any member of the public have questions regarding this report, District management may be
contacted at the following address:

The audit for Fiscal 2019/2020 may also be viewed at the District’s website, www.auburarec.com

Auburn Area Recreation and Park District
471 Maidu Drive

Auburn, CA 95603

(530) 537-2185
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AUBURN AREA RECREATION AND PARK DISTRICT
STATEMENT OF NET POSITION

March 31, 2020

ASSETS
Cash and investments
Accounts receivable
Prepaid expenses
Capital assets:
Nondepreciable
Depreciable, net
Total Capital Assets
TOTAL ASSETS

DEFERRED OUTFLOWS OF RESOURCES
Pensions

LIABILITIES
Accounts payable
Accrued payroll
Unearned revenue
Compensated absences - current
Due in more than one year:
Net pension liability
Other postemployment benefits (OPEB) liability
TOTAL LIABILITIES

DEFERRED INFLOWS OF RESOURCES
Pensions

NET POSITION
Net investment in capital assets
Restricted for:
City mitigation projects
Youth assistance
Arboretum grant projects
Foundation activities
Unrestricted

NET POSITION

The accompanying notes are an integral part of these financial statements.
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§ 3,770,035
16,046
90,552

3,091,877

4,375,102

7,466,979

11,343,612

437,039

437,039

113,782
135,310

20,984
119,556

1,077,429
247,764

1,714,825

99,174
99,174

7,466,979

205,421
22,070
13,276

9,957

2,248,949

5 9,966,652



AUBURN AREA RECREATION AND PARK DISTRICT
STATEMENT OF ACTIVITIES

For the Year Ended March 31, 2020

Program Revenues

Net (Expense)
Operating Capital Revenue and
Charges for Contributions Contributions  Change in
Functions/Programs Expenses Services and Granis and Grants Net Position
GOVERNMENTAL ACTIVITIES:
Parks and recreation $5272,131 £1,500,794 $ 35490 § 3,254 § (3,732,593)

TOTAL GOVERNMENTAL ACTIVITIES  § 5,272,131 $1,500,794 § 35490 % 3,254 (3,732,593)

GENERAL REVENUES

Property taxes 3,453,352

Special assessments 25,992

Mitigation fees 275,300

Interest earnings 76,185

Other revenues 43,534
TOTAL GENERAL REVENUES 3,874,363
Change in net position 141,770

Net position at beginning of year,

as previously reported 10,015,299
Restatement of net position {190417)
Nel position at beginning of year,

as restated 9,824,882
NET POSITION AT END OF FISCAL YEAR $ 95,966,652

The accompanying noles are an integral part of these financial statements.
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AUBURN AREA RECREATION AND PARK DISTRICT

BALANCE SHEETS - GOVERNMENTAL FUNDS

March 31, 2020
Non-Major Funds
Atwood City Total
General Park Mitigation  Governmental
Fund Fund Fund Funds
ASSETS
Cash and investments $ 3,564,614 £ 205,421 3 3,770,035
Accounts receivable 16,046 16,046
Due from other funds 11,419 11,419
Prepaid costs 90,552 90,552
TOTAL ASSETS $ 3,682,631 $ 205421 $ 3,888,052
LIABILITIES AND FUND EQUITY
LIABILITIES
Accounts payable £ 113,782 § 113,782
Accrued payroll 135,310 135,310
Uneamned revenue 20,984 20,984
Due to other funds b 11,419 11,419
TOTAL LIABILITIES 270,076 11,419 281,495
FUND BALANCE
Nonspendable 90,552 90,552
Restricted 45,303 $ 205,421 250,724
Committed 1,830,043 1,830,043
Unassigned 1,446,657 {11,419) 1,435,238
TOTAL FUND BALANCE 3,412,555 (11,419) 205,421 3,606,557
TOTAL LIABILITIES
AND FUND EQUITY $ 3,682631 § - § 205421 § 3,888,052

The accompanying notes are an integral part of these financial statements.
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AUBURN AREA RECREATION AND PARK DISTRICT

RECONCILIATION OF THE GOVERNMENTAL FUND BALANCE SHEETS TO THE
GOVERNMENT-WIDE STATEMENT OF NET POSITION

March 31, 2020

Fund Balances of Governmental Funds ¥ 3,606,557

Amounts reported for governmental activities in the statement of net position are
different because:

Capital assets, net of accumulated depreciation, are not current financial resources
and are not included in the governmental funds. 7,466,979

Pension contributions subsequent to the valuation measurement date and
other items will reduce the pension liability in the future and are reported
as deferred outflows of resources on the statement of net position. 437,039

Long-term liabilities are not due and payable in the current period and therefore
are not reported in the funds.

Compensated absences (119,556)
Net pension obligation {1,077,429)
OPEB liability (247,764)
Employee pension differences to be recognized in the future as pension expense
are reported as deferred inflows of resources on the statement of net position. (99,174)
Net position of governmental activities $ 9,966,652

The accompanying notes are an integral part of these financial statements.
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AUBURN AREA RECREATION AND PARK DISTRICT

STATEMENTS OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES - GOVERNMENTAL FUNDS

For the Year Ended March 31, 2020

Non-Major Funds

Atwood City
General Park Mitigation Total
Fund Fund Fund Funds
REVENUES
Property taxes $ 3,453,352 $ 3,453,352
Charges for current services 1,319,983 1,319,983
Special assessments $ 25,992 25,992
Use of money and property 180,811 $ 8,998 189,809
Mitigation fees 275,300 275,300
Interest income 67,187 67,187
Grants and donations 38,744 38,744
Other revenues 43,534 43,534
Total revenues 5,378,911 25,992 8,998 5,413,901
EXPENDITURES
Salaries and benefits 3,157,557 11,911 3,169,468
Services and supplies 1,448,278 29,044 1,477,322
Capital outlay 1,154,225 1,154,225
Total expenditures 5,760,060 40,955 - 5,801,015
Excess (Deficit) of Revenues Over
{Under) Expenditures (381,149) (14,963) 8,068 (387,114)
OTHER FINANCING SOURCES (USES)
Operating transfers in 293,784 2,447 296,231
Operating transfers out - (296,231) {296,231)
Total other Financing
Sources {(Uses) 293,784 2,447 (296,231) -
Change in fund balance {87,365) (12,516) {287,233) (387,114)
Fund Balances, April 1, 2019,
as previously reported 3,323,966 1,097 492,654 3,817,717
Restatement of fund balance 175,954 175,954
Fund Balances, April 1, 2019,
as restated 3,499,920 1,097 492,654 3,993,671
Fund Balances, March 31, 2020 $3,412555 § (11,419) § 205421 $ 3,606,557

The accompanying notes are an integral part of these financial statements.
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AUBURN AREA RECREATION AND PARK DISTRICT

RECONCILIATION OF THE STATEMENTS OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE GOVERNMENT-WIDE STATEMENT OF ACTIVITIES

For the Year Ended March 31, 2020

Net Change in Fund Balances - Total Governmental Funds $ (387,114

Amounts reported for governmental activities in the Statement of Activities
differ from the amounts reported in the Statement of Revenues, Expenditures,
and Changes in Fund Balances because:

Governmental funds report capital outlays as expenditures. However, in the
Statement of Activities, the costs of those assets are allocated over their
estimated useful lives as depreciation expense or are allocated to the
appropriate functional expense when the cost is below the capitalization
threshold. This activity is reconciled as follows:
Cost of assets capitalized 1,154,225
Depreciation expense (486,708)

Governmental funds report proceeds from disposal of capital assets as revenues.
However, in the government-wide statement of activities only the gain or (loss)
on the sale of capital assets is reported. This is the difference between the gain
or (loss) and proceeds. (4,053)

Some expenses reported in the statement of activities do not require the use of
current financial resources and, therefore, are not reported as expenditures
in governmental funds.

Change in compensated absences liability 19,914
Change in net pension obligation and deferred outflows/inflows of resources
related to employee pensions (133,342)
Change in OPEB liability and deferred outflows/inflows of resources related
to OPEB (21,152)
Change in net position of governmental activities § 141,770

The accompanying notes are an integral part of these financial statements.
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AUBURN AREA RECREATION AND PARK DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
March 31, 2020

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Reporting Entity: The District was organized in 1948 by a vote of the public and operates under the California
Public Resources Code Section 5780. The District is operated under the direction of a five-member board
duly elected and empowered by the electorate with sole authority over the District operations.

In addition to providing recreational programs and services to the community, the District maintains park sites
serving residents of the Auburn area. The accounting policies of the District conform to accounting principles
generally accepted in the United States of America as applicable to local governments.

The District has defined its reporting entity in accordance with accounting principles generally accepted in the
United States of America, which provide guidance for determining which governmental activities,
organizations, and functions should be included in the reporting entity. In evaluating how to define the
District for financial reporting purposes, management has considered ail potential component units. The
primary criterion for including a potential component unit within the reporting entity is the governing body’s
financial accountability. A primary governmental entity is financially accountable if it appoints a voting
majority of a component unit’s governing body and it is able to impose its will on the component unit or if
there is a potential for the component unit to provide specific financial benefits to, or impose specific financial
burdens on, the primary government. A primary government may also be financially accountable if a
component unit is fiscally dependent on the primary governmental entity regardless of whether the component
unit has a separately elected governing board, a governing board appointed by a higher level of government,
or a jointly appointed board.

Based upon the aforementioned oversight criteria, the following are component units:

The Friends of the Auburn Area Recreation and Park, Inc. (the Foundation) was created as a non-profit entity
under section 501(c)(3) to receive donations, obtain grants, and conduct fundraising events to generate
revenues that will enhance the District’s recreation programs. The Company is reported as a blended
component unit of the District because the District’s governing body is also the governing body of the
Foundation. The Foundation’s funds are reported as restricted assets on the District’s financial statements as a
component of the general fund as of the year ended December 31, 2019 since the Foundation has a different
fiscal year end than the District.

Basis of Presentation — Government-wide Financial Statements: The government-wide financial statements
(ie., the statement of net position and statement of activities) report information on all of the nonfiduciary
activities of the primary government and its component units. Governmental activities, which normally are
supported by taxes and intergovernmental revenues, are reported separately from business-type activities,
which rely to a significant extent on fees and charges for support. The District has no business-type activities.

The statement of activities presents direct expenses and program revenues for each function of the District’s
governmental activities. Direct expenses are those that are specifically associated with a program or function
and, therefore, are clearly identifiable to a particular function. Program revenues include 1) charges paid by
the recipients of goods or services offered by the programs and 2) grants and contributions that are restricted
to meeting the operational or capital requirements of a particular program. Revenues that are not classified as
program revenues, including all taxes, are presented instead as general revenues.

When both restricted and unrestricted net position is available, restricted resources are used only afier the
unrestricted resources are depleted.
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AUBURN AREA RECREATION AND PARK DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
March 31, 2020

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continved)

Basis of Presentation — Fund Financial Statements: The accounts of the District are organized on the basis
of funds. A fund is a separate accounting entity with a self-balancing set of accounts. Each fund is
established for the purpose of accounting for specific activities in accordance with applicable regulations,
restrictions, or limitations.

The District reports the following major govemmental funds:

General Fund — The General Fund is the primary operating fund of the District. It accounts for all
financial resources of the general government, except those required to be accounted for in another fund.

{n addition to the General Fund, the District also has special revenue funds used to account for the proceeds of
specific revenue sources that are legally restricted to expenditures for specified purposes that are nonmajor
funds:

Atwood Park Special Revenue Fund - to account for revenues and the associated expenditures of fees
levied on property owners of the District that are specifically restricted for installation, maintenance and
servicing of public facilities within Atwood Park.

City Mitigation Special Revenue Fund - to account for revenues and the associated expenditures of fees
levied on property owners of the District that are specifically restricted for installation, maintenance and

servicing of public facilities within the City of Auburn.

Measurement Focus and Basis of Accounting: The government-wide financial statements are reported using
the economic resources measurement focus and the accrual basis of accounting. Revenues are recorded when
earned and expenses are recorded at the time liabilities are incurred, regardiess of when the related cash flow
takes place. Non-exchange transactions, in which the District gives or receives value without directly
receiving or giving equal value in exchange, include property taxes, grants, entitlements, and donations.
Revenues from grants, entitlements, and donations are recognized in the fiscal year in which all eligibility
requirements have been satisfied.

Govemmental funds are reported using the current financial resources measurement focus and the modified
accrual basis of accounting. Under this method, revenues are recognized when measurable and available. The
District considers revenues to be available if they are collectible in the current period or soon enough
thereafter to be used to pay liabilities of the current period, usually 60 days. Revenues that are accrued include
property taxes, interest income, and charges for current services. Revenues that are not accrued include
permits and fines, forfeitures, and penalties, if applicable. Expenditures are generally recorded when a
liability is incurred, as under accrual accounting. However, debt service expenditures are recorded only when
payment is due. General capital assets are reported as expenditures in govemnmental funds. Proceeds of
general long-term and capital assets are reported as other financing sources. The District considers property
taxes available if they are collected within sixty-days after year-end.

Budgetary Principles: As required by the laws of the State of California, the District prepares and legally
adopts a final balanced operating budget on or before April 1 of each fiscal year. Public hearings are
conducted on the proposed final budget to review all appropriations and the sources of financing.

"



AUBURN AREA RECREATION AND PARK DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
March 31, 2020

NOTE A ~ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Operating budgets are adopted for the General Fund on the modified accrual basis of accounting, Budgetary
control and the legal level of control are at the object level which classifies expenditures by type of goods
purchased and services obtained. The Statements of Revenues, Expenditures — Budget to Actual present
revenues at the source level and expenditures at the function level. It is not feasible to compare budget to
actual data at the object level in this report. Significant amendments and appropriation transfers from
contingencies must be approved by the District’s Board of Directors. Supplemental appropriations financed
by unanticipated revenues also must be approved by the Board.

The legal level of budgetary control (the level on which expenditures may not legally exceed appropriations)
is at the object level except for fixed assets, which are controlled at the sub-object level. Object levels of
expenditures are as follows: salaries and benefits, services and supplies, other charges including debt service,
capital outlay, contingencies, expenditure transfers, and other financing uses. Sub-object levels of
expenditures for fixed assets are land, structures and improvements, and equipment.

Prepaid Expenses: Certain payments to vendors reflect costs applicable to future accounting periods and are
recorded as prepaid expenses/costs in both the government-wide and fund financia! statements. Prepaid costs
are reported in the fund financial statements as non-spendable fund balance to indicate they do not constitute
resources available for appropriation.

Capital Assets: Capital assets, which include land, structures and improvements, machinery and equipment,
and infrastructure assets, are reported in government-wide financial statements. Capital assets are defined as
assets with an initial individual cost of more than $1,000. Such assets are recorded at historical cost or
estimated historical cost if purchased or constructed. Donated capital assets are recorded at the estimated
acquisition value at the date of donation. Capital outlay is recorded as expenditures of the governmental funds
and as assets in the government-wide financial statements to the extent the District’s capitalization threshold is
met. Amortization of assets acquired by way of capital leases are included in depreciation and amortization.
Structures, improvements, and equipment are depreciated using the straight-line method over the following
estimated useful lives:

Assets Years
Structures 20 years
Equipment 10 years
Computer Equipment 3 years
Vehicles 8 years
Fumiture 10 years
Small Tools 5 years

Compensated Absences: The District personnel policy allows employees to accumulate earned but unused
vacation. Unused accrued vacation time will be paid to employees upon separation from the District’s service,
subject to a vesting policy. The cost of vacation is recorded in the period accrued.

Amounts that are expected to be liquidated with expendable available financial resources, for example, as a
result of employee resignations or retirements that are currently payable are reported as expenditures and fund
liabilities of the governmental fund that will pay it. Amounts not expected to be liquidated with expendable
available financial resources represent a reconciling item between the fund and government-wide presentation.
No expenditure is reported in a governmental fund financial statements for these amounts. Compensated
absences are liquidated by the General Fund.
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AUBURN AREA RECREATION AND PARK DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
March 31, 2020

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Deferred Qutflows and Inflows of Resources: In addition to liabilities, the statement of net position reports
separate sections for deferred outflows and deferred inflows of resources. Deferred outflows of rescurces
represent a consumption of net position by the government that is applicable to a future reporting period.
Deferred inflows of resources represent an acquisition of net position that is applicable to a future reporting
period. These amounts will not be recognized as an outflow of resources {expense) or an inflow of resources
(revenue) until the earnings process is complete. Deferred outflows and inflows of resources represent
amounts deferred related to the District’s pension and OPEB plan as described in Notes G and H.

Pensions: For purposes of measuring the net pension liability and deferred outflows/inflows of resources
related to pensions, and pension expense, information about the fiduciary net position of the District’s
California Public Employees’ Retirement System (CalPERS) plans (Plans) and additions to/deductions from
the Plans’ 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 in accordance with the benefit terms. Investments are reported at fair value.

Other_Postemployment Benefits (OPEB): For purposes of measuring the net OPEB liability, deferred
outflows of resources and deferred inflows of resources related to OPEB, and OPEB expense, information

about the fiduciary net position of the District’s plan (OPEB Plan) and additions to/deductions from the
OPEB Plan’s fiduciary net position have been determined on the same basis. For this purpose, benefit
payments are recognized when currently due and payable in accordance with the benefit terms.

Property_Taxes: The County of Placer (the County) is responsible for the collection and allocation of
property taxes. Under California law, property taxes are assessed and coliected by the County up to 1% of
the full cash value of taxable property, plus other increases approved by the voters and distributed in
accordance with statutory formulas. The valuation/lien date for all property taxes is January 1. Secured
property tax is due in two instalments; the first is due November 1 and delinquent with penalties after
December 10; the second is due February ! and delinquent penalties after April 10. These taxes are secured
by liens on the property being taxed. Unsecured taxes are due in one instalment on billing and are subject
to late payment penalties if paid after August 31.

The term “unsecured” refers to taxes on personal property other than land and buildings. Property tax
revenues are recognized in the fiscal year for which they are levied, provided they are due and collected
within sixty days after fiscal year-end. The County apportions secured property tax revenue in accordance
with the alternate methods of distribution, the “Teeter Plan,” as prescribed by Section 4717 of the California
Revenue and Taxation code. Therefore, the District receives 100% of the secured property tax levies to
which it is entitled, whether or not collected. Unsecured delinquent taxes are considered fully collectible.

Unearned Revenue: Unearned revenue represents fees received prior to March 31, 2020 for events that take
place after March 31, 2020.

Use of Estimates: The preparation of financial statements in conformity with generally accepted accounting
principles 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
and the reported amounts of revenues and expenditures/expenses during the reporting period. Actual results
could differ from these estimates.
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March 31, 2020

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)

Interfund Transactions: Operating transfers are transactions to allocate resources from one fund to another
fund not contingent on the incurrence of specific expenditures in the receiving fund. Interfund transfers are
generally recorded as operating transfers in and operating transfers out in the same accounting period.

Transactions between funds that represent lending/borrowing arrangements outstanding at the end of the
fiscal year are referred to as either “due to/from other funds” (i.e., the current portion of interfund loans) or
“advances to/from other funds” (i.e., the non-current portion of interfund loans). Eliminations have not
been made between or within the fund types.

Fund Balance: In the fund financial statements, governmental funds report non-spendable, restricted,
committed, assigned and unassigned balances.

Nonspendable Funds — Fund balance should be reported as non-spendable when the amounts cannot be
spent because they are either not in spendable form, or are legally or contractually required to be
maintained intact. Non-spendable balances are not expected to be converted to cash within the next
operating cycle, which comprise prepaid items.

Restricted Funds ~ Fund balance should be reported as restricted when constraints placed on the use of
resources are either externally imposed by creditors, grantors, contributors, or laws or regulations of
other governments, or imposed by law through constitutiona! provisions or enabling legislation.

Compmitted Funds — Fund balance should be reported as committed when the amounts can only be used
for specific purposes pursuant to constraints imposed by formal action of the government’s highest
level of decision-making authority, the District’s Board of Directors. These amounts cannot be used for
any other purpose unless the District’s Board modifies, or removes the fund balance commitment.

Assigned Funds - Fund balance should be reported as assigned when the amounts are constrained by
the government’s intent to be used for specific purposes, but are neither restricted nor committed.

Unassigned Funds - Unassigned fund balance is the residual classification of the District’s funds and
includes all spendable amounts that have not been restricted, committed, or assigned to specific

purposes.

Net Position: The government-wide financial statements utilize a net position presentation. Net position is
categorized as investment in capital assets (net of related debt), restricted and unrestricted.

Net Investment in Capital Assets - This category groups all capital assets into one component of net
position. Accumulated depreciation and the outstanding balances of debt that are atiributable to the
acquisition, construction or improvement of these assets reduce the balance in this category.

Restricted Net Position - This category represents external restrictions imposed by creditors, grantors,
contributors or laws or regulations of other governments and restrictions imposed by law through
constitutional provisions or enabling legislation.

Unrestricted Net Position — This category represents net position of the District not restricted for any
project or other purpose.
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