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JJACPA, Inc.

A Professional Accounting Services Corp.

INDEPENDENT AUDITOR’S REPORT

Advisory Board of Directors
Sunrise Recreation and Park District
Citrus Heights, California

We have audited the accompanying financial statements of the governmental activities and each major fund of
the Sunrise Recreation and Park District as of and for the year ended June 30, 2017, 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.

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 Sunrise Recreation and Park District as of June 30, 2017, 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.

7080 Donlon Way, Suite 204, Dublin, CA 94568 e phone (925) 556-6200 e fax: (925) 556-6201
www.jjacpa.com



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 3-10, the District’s Schedule of Contributions on page 40, the Schedule of the
District’s Proportionate Share of the Net Pension Liability on page 41, and the budgetary comparison
information on pages 42-43 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 this information because these limited procedures do not provide
us with sufficient evidence to express an opinion or provide any assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated April 24, 2018 on our
consideration of the District's internal control over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that -
report is to describe the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering District’s internal control over financial reporting and compliance.

April 24,2018 Dublin, CA



Sunrise Recreation and Park District
Basic Financial Statements
For the year ended June 30, 2017

Management’s Discussion and Analysis

This section of the Sunrise Recreation and Park District’s annual financial report presents an
analysis of the District’s financial performance during the fiscal year ended June 30, 2017. This
information is presented in conjunction with the audited basic financial statements, which follows
this section.

FINANCIAL HIGHLIGHTS FOR FISCAL YEAR 2017

e The assets of the District exceeded liabilities at the close of the 2016-2017 fiscal year by
$33,039,611 (net position). Of this amount, $579,240, (unrestricted net position) may be
used to meet ongoing obligations to citizens and creditors, and $28,624,265 is invested in
capital assets — net of related debt. The unrestricted net position in prior year was $369,331
this increase is mainly due to the deferred outflows of resources for the pension plan (GASB
68).

e As of June 30, 2017, the district’s governmental funds reported combined fund balances of
$6,017,144, of which $2,181,038 is available to meet the District’s current and future needs
(unreserved fund balance).

e At the end of the fiscal year, unreserved fund balance for the general fund was $2,181,038 or
28% 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.




Sunrise Recreation and Park District
Basic Financial Statements
For the year ended June 30, 2017

Management’s Discussion and Analysis, Continued

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.
These are no business type activities.

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 funds 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 fiscal 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 governmental
funds with similar information presented for governmental activities in the government-wide
financial statements. By doing so, readers may better understand the long-term impact of the
government’s near-term 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.

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.
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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 exceeded liabilities by $33,039,611 as of June 30, 2017. The Summary of Net
Position as of June 30, 2017, and 2016, follows:

Summary of Net Position

2017 2016
Current and other assets $ 6,450,037 S 6,509,974
Noncurrent assets 35,033,899 36,179,462
Deferred outflows of resources 2,487,485 1,329,642
Total assets and deferred
outflows of resources 43,971,421 44,019,078
Current and other liabilities 906,880 967,521
Long-term liabilities 9,196,376 8,187,687
Deferred inflows of resources 828,554 1,139,209
Total liabilities and deferred
inflows of resources 10,931,810 10,294,417
Net position:
Net investment in
Capital Assets 28,624,265 29,572,346
Restricted 3,836,106 3,782,984
Unrestricted (deficit) 579,240 369,331
Total net position S 33,039,611 S 33,724,661

Overall, total net position decreased by $685,050. About 87 percent of the net position of the District is
represented by the District's net investment in its capital assets such as land, surplus property, buildings and
improvements, leasehold improvements, and equipment.

The remaining amount in unrestricted net position of $579,240 will be used to meet the District’s ongoing
obligations to citizens and creditors as funded through current revenues.
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Management’s Discussion and Analysis, Continued

GOVERNMENT-WIDE FINANCIAL ANALYSIS, Continued

The change in net position for the fiscal years ended June 30, 2017, and 2016, follows:

Changes in Net Position
2017 2016
Revenues:
Program revenues: .

Charges for services: $ 02,508,025 § 2,397,032
Operating contributions and grants 17,630 (72,441)
General revenues: )

Property taxes 4,368,548 4,173,415

Special assessments 597,142 581,798

Use of money and property 524,623 1,119,110

Developer fees 164,837 471,277

Other general revenues 345,984 249,514

Total revenues 8,526,839 8,919,705
Expenses:
Governmental activities:
Recreation 9,211,889 9,993,121
Total expenses 9,211,889 9,993,121
Excess (Deficiency) of revenues over
expenditures (685,050) (1,073,416)
Change in net position (685,050) (1,073,416)
Net position:
Beginning of year 33,724,661 34,798,077
End of year $ 33,039,611 $§ 33,724,661

Revenues

The District’s total revenues for governmental activities were $8,526,839 for the fiscal year ended June 30,
2017. Approximately 81% or $6,876,573 of the District’s key revenues is generated from two major sources.

The following discusses variances in key revenues from the prior fiscal year:

1. Property Taxes— Property taxes were projected to increase 4.50% and they increased 4.68%.

2. Charges for current services — The increase in charges for services is mainly due to Day Care
Revenues.
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Management’s Discussion and Analysis, Continued

GOVERNMENT-WIDE FINANCIAL ANALYSIS, Continued

Revenues, Continued

Revenues by source for the fiscal years ended June 30, 2017, and 2016, are as follows:

‘Revenues by Source - 2017

Use of money and Developer fees,
property, $524,623,_  $164,887, 2%

6% /_

Other revenues,
$345,984 , 4%

Special assessments,
$597,142 , 7%

Property tax,
$4,368,548 , 51%

Charges for service,
$2,508,025 ,30%

Operating
contributions and
grants, $17,630, 0%

Revenues by Source - 2016

Developer fees,

$471.277 . 5% Other revenues,

Use of money and $249,514 ,3%
property, /
$1,119,110, 12%

Special assessments,

$581,798 , 6%\

Property tax,
$4,173,415 , 46%

Charges for service,
$2,397,032,27%

Operating
contributions and
grants, $(72,441), -

1%
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Management’s Discussion and Analysis, Continued

CAPITAL ASSETS

As of June 30, 2017 the District’s investment in capital assets totaled $34,684,265 net of
accumulated depreciation. The investment in capital assets includes land, site improvements,
buildings and improvements and equipment. The capital assets are presented in the government-
wide statement of net position.

Capital Assets
Governmental Activities

2017 2016
Land $ 12994440 $§ 12,994,440
Construction in progress 217,635 3,390,403
Buildings and Improvements 49,497,848 45,932,427
Equipment 1,082,838 1,280,998
Less: Accumulated Depreciation (29,108,496) (27,785,922)
Total $ 34684265 § 35,812,346

The District continues to fund capital improvements in order to maintain commitments to the
community and continue planning for the future as the economy is continuing to improve.
Property taxes increased 4.68% in FY 2016-17 and the District is budgeting an increase of 5.78%
for FY 2017-18. The District has been able to continue utilizing in-lieu, impact fees, and is

reviewing other revenue sources. Significant projects/programs completed or in progress for
2016-17:

e Ruschmore Jeanine Project

e Tempo Park Lighting Replacement

e Tupelo Park Playground Project

e Antelope Community Park Picnic Tables and Waterless Urinals
e Pioneer Park Equipment Replacement began

¢ District Office Server

LONG-TERM DEBT

As of June 30, 2017, the District had $9,381,376 in outstanding debt as reported in the statement
of net position. The District’s net increase is due to GASB 68 Requirements and principal
payments made during the fiscal year. The District also has one certificate of participation,
proceeds of which were used to make park improvements, a mower lease and a copier lease
agreement that began in December 2015.
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Management’s Discussion and Analysis, Continued

GENERAL FUND BUDGETARY HIGHLIGHTS

Property tax revenues began to increase in FY 2013-14 and are continuing to increase at a steady
pace due to home sales, home value increases and the Proposition 8 temporary property tax annual
adjustments. The District continues to take a conservative approach in FY 2017-18 to balance the
budget.

Consistent with District’s Vision of Creating Community through People, Parks and Programs,
the final budget for 2016-17 focuses on creating healthy communities by ensuring that:

e Relevant park and recreation programs, services, and facilities are provided in a clean and
safe environment

e Resources will be expanded through citizen participation using collaboration and
partnerships to help deliver service, finance facility rehabilitation, and new development

e Provide professionally trained staff with adequate technology and equipment to help
insure the efficient and effective delivery of services

The District’s approach to the 2016-17 budget focuses on current and expanding programs and
capital improvements utilizing fiscal resources necessary for funding. The District continues to
leverage remaining property tax revenue, expand partnerships with community organizations,
evaluate appropriate user fee policies, maintain and expand grant opportunities, seek new revenue
sources, and operate effectively and efficiently. The District remains committed to this strategy in
the delivery of relevant services that support and create community within the City of Citrus
Heights, Foothill Farms, Antelope, and unincorporated areas within the County of Sacramento.

Guiding Principles 2016-17 Budget

Preserve viability of all areas of the District

Protect core services

Continue prudent approach to financial management
‘Develop flexible staffing strategies

Adapt proactive sustainable budgeting approaches

Focus the organization

Maintain innovative organizational culture

Strengthen community and regional partnerships
Evaluate Capital Improvement Projects for ongoing costs

0 90 3Oy 1 B LY R b
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Management’s Discussion and Analysis, Continued

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET

The December 2007 recession had a long standing impact on the District. Property taxes have
increased in the last 4 years and are anticipated to continue to increase. The 2016-17 property tax
collections exceeded the amounts collected prior to the recession. Properties are still under the
Proposition 8 temporary property tax reduction. As home values increase, home sales continue, and
annual adjustments are completed for Proposition 8, property taxes will continue to increase for the
District.

Property tax revenue changes are as follows:

e Property taxes declined 2.14% from 2007-08 to 2008-09
e Property taxes declined 11.22% from 2008-09 to 2009-10
e Property taxes declined 4.5% from 2009-10 to 2010-11

e Property taxes declined 3.8% from 2010-11 to 2011-12

e Property taxes declined 3.77% from 2011-12 to 2012-13
Property taxes increased 8.89% from 2012-13 to 2013-14
Property taxes increased 6.42% from 2013-14 to 2014-15
Property taxes increased 4.97% from 2014-15 to 2015-16
e Property taxes increased 4.68% from 2015-16 to 2016-17

Expenditures

Salaries & Employee Benefits

The District staffing level of authorized full-time positions is 22.

e Three Full-Time Senior Recreation Coordinator positions were added.

e - Health Care Costs have increased due to the District estimate an 8% increase in Health Care
benefits.

e Two part-time positions in the Parks Division were added: Park Maintenance Aide I
and Park Maintenance Aide II.

¢ Full-Time employees received a 3% COLA effective July 1, 2017.

e Part-Time employees received a $.50 per hour increase effective July 1, 2017. This
increase keeps pace with expected minimum wage increases for the year.

e Hiring Freeze for certain positions throughout the District (see salary policy)

Overall, the District continues to take steps to manage its current resources with an eye to the future
with all current and planned expenditures.

ADDITIONAL FINANCIAL INFORMATION

This financial report is designed to provide the District's customers, investors and other interested
parties with an overview of the District's financial operations and financial condition. Should the
reader have questions regarding the information included in this report or wish to request additional
financial information, please contact the Sunrise Recreation and Park District Administrator at 7801
Auburn Blvd, Citrus Heights, CA 95610.
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Sunrise Recreation and Park District
Statement of Net Position
For the year ended June 30, 2017

Assets:
Cash and investments
Receivables
Due from other governments
Capital assets, net of accumulated depreciation
Bond issuance costs, net of accumulated amortization
Total assets

Deferred outflows of resources:
Pension plan
Total deferred outflows of resources
Liabilities:
Accounts payable
Accrued payroll
Deposits
Interest payable
Compensated absences
Current portion of long-term debt
Long-term debt:
Certificates of participation
Net pension obligation
Total liabilities

Deferred inflows of resources:
Pension plan
Total deferred inflows of resources

Net position:
Net investment in capital assets
Restricted for:
Park development
Unrestricted
Net position

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

12

6,229,033
220,454
550
34,684,265
349,634

41,483,936

2,487,485

2,487,485

270,609
87,531
74,753
88,348

200,639

185,000

5,875,000
3,321,376

10,103,256

828,554

828,554

28,624,265

3,836,106
579,240

33,039,611




Sunrise Recreation and Park District

Statement of Activities
For the year ended June 30,2017

Program Revenues

Net (Expense)
Operating Capital Revenue and
Charges for Contributions  Contributions Change in
Functions/Programs ' Expenses Services and Grants and Grants Net Position
Governmental activities:
Recreation $ 9,211,889 $ 2,508,025 § 17,630 $ - 8 (6,686,234)
Total governmental activities $ 9,211,889 $ 2,508,025 $ 17,630 § - (6,686,234)
General revenues:
Property taxes 4,368,548
Special assessments 597,142
Use of money and property 524,623
Developer fees 164,887
Other revenues 345,984
Total general revenues 6,001,184
Change in net position (685,050)
Net position beginning of year 33,724,661
Net position end of year $ 33,039,611
6,876,573
$ 8,526,839

The accompanying notes are an integral part of these financial statements.
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Sunrise Recreation and Park District
Balance Sheet
June 30, 2017

Assets

Cash and investments

Accounts receivable

Interest receivable

Due from other governments
Total assets

Liabilities and Fund Balances
Liabilities:
Accounts payable
Accrued payroll
Deposits
Total liabilities

Fund balances:
Restricted for park development
Unrestricted
Total fund balances

Total liabilities and fund balances

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

Antelope Developer

General Assessment In-Lieu
Fund District Fees
$ 2335379 $ 1,495,166 565,652
196,401 = -
6,848 6,173 3,144
550 - -
$ 2,539,178 $ 1,501,339 568,796
$ 270,609 $ « -
87,531 - -
- 59,753 -
358,140 59,753 -
- 1,441,586 568,796
2,181,038 - -
2,181,038 1,441,586 568,796
2,539,178 $§ 1,501,339 568,796

14



Van Maren/ Arcade Sunrise Total

Stock Ranch Antelope Performance Creek Park Foothill Governmental
Fund PIF Bond Park PIF Park Funds

$ 156,852 $ 81,304 $ 15,743  $ - 976,210 602,727 $ 6,229,033

- - - - - - 196,401

- - 73 - 4,942 2,873 24,053

- - - - - - 550

$ 156,852 $ 81,304 § 15,816 § = $ 981,152  § 605,600 § 6,450,037

$ - $ - $ - 8 - 8 - % -3 270,609

- - - - - - 87,531

- - 15,000 - - 74,753

- - 15,000 - - - 432,893

156,852 81,304 816 - 981,152 605,600 3,836,106

- - - - - - 2,181,038

156,852 81,304 816 - 981,152 605,600 6,017,144

$ 156,852 § 81,304 § 15816 $ - 8 981,152  § 605,600 $ 6,450,037

15
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Sunrise Recreation and Park District

Reconciliation of the Governmental Fund Balance Sheet to the
Government-Wide Statement of Net Position

June 30, 2017

Fund balances of governmental funds $ 6,017,144

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 34,684,265

Deferred inflows of resources are not current assets 2,487,485

Bond issue costs, net, related to the G.O. advanced refunding issue are not financial
resources and, therefore, are not reported in the funds 349,634

Some liabilities, including long-term debt, compensated absences and accrued
interest are not due and payable in the current period and, therefore, are not

reported in the funds : (9,670,363)
Deferred inflows of resources are not current liabilities : (828,554)
Net position of governmental activities $ 33,039,611

17



Sunrise Recreation and Park District

Statement of Revenues, Expenditures, and Changes in Fund Balances
For the year ended June 30, 2017

Antelope Developer Van Maren/
General Assessment In-Lieu Stock Ranch
Fund District Fees Fund
Revenues:
Property taxes $ 4368548 § - 3 - 8 -
Intergovernmental revenues 17,630 - - -
Charges for current services 2,508,025 - - -
Special assessments - 597,142 - -
Developer fees - - 3,120 -
Use of money and property 482,766 11,914 6,253 5,566
Other revenues 157,973 - - =
Total revenues 7,534,942 609,056 9,373 5,566
Expenditures:
Salaries and benefits 5,361,017 - - -
Services and supplies 2,013,881 200,158 - -
Capital outlay 309,872 9,187 - -
Debt service:
Principal - 180,000 - -
Interest - 268,688 - -
Total expenditures 7,684,770 658,033 - -
Excess (deficit) of revenues over (under)
expenditures (149,828) (48,977) 9,373 5,566
Other financing sources (uses):
Write down of accounts payable - 188,011 - -
Proceeds from the sale of capital assets 9,397 - - -
Transfers in 260,339 - - -
Transfers (out) - - (103,458) -
Total other financing sources (uses) 269,736 188,011 (103,458) -
Excess (deficit) of revenues and other sources over
(under) expenditures and other uses 119,908 139,034 (94,085) 5,566
Fund balances:
Beginning of year 2,061,130 1,302,552 662,881 151,286
End of year $§ 2,181,038 § 1,441,586 $ 568,796 $ 156,852

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

Performance

Bond

Arcade
Creek
Park

Sunrise
Park
PIF

Foothill
Park

Total
Governmental
Funds

156,161
9,582

$ 4,368,548
17,630
2,508,025
597,142
164,887
524,623
157,973

165,743

8,338,828

5,361,017
2,214,363
339,138

180,000
268,688

324

20,079

8,363,206

(324)

165,743

(14,400)

(24,378)

(156,881)

188,011

9,397

260,339
(260,339)

(156,881)

197,408

8,325

72,979

144

672

(324)

324

8,862

972,290

(14,400)

620,000

173,030

5,844,114

$

81,304

816

981,152 §

605,600

$§ 6,017,144
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Sunrise Recreation and Park District

Reconciliation of the Statement of Revenues, Expenditures, and Changes in
Fund Balances to the Government-Wide Statement of Activities

For the year ended June 30, 2017

Net change in fund balances - total governmental funds _ $ 173,030

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/disposed 208,750
Proceeds from the sale of capital assets (9,397)
Depreciation expense (1,322,574)

Repayments of long-term debt and capital leases are reported as an expenditure in the
fund financial statements, but as a reduction of debt in the Statement of Net Position:

Interest payable ' (2,430)
Capital leases 8,226
Certificates of participation 180,000

Long-term liabilities are not due and payable in the current period and, therefore, are
not reported in the governmental funds balance sheet.
Compensated absences 10,244

Amortization of bond issuance costs is reported as an expense on the Statement of

Activities. (17,482)
Changes in the net pension liability do not provide current financial resources. 86,583
Changes in net position of governmental activities $ (685,050)

The accompanying notes are an integral part of these financial statements.
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Sunrise Recreation and Park District
Basic Financial Statements
For the year ended June 30,2017

Notes to Basic Financial Statements

1. REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Sunrise Recreation and Park District (the District) have been prepared in
conformity with accounting principles generally accepted in the United States of America (GAAP). The
Governmental Accounting Standards Board (GASB) is the standard-setting body for establishing
GAAP for state and local government organizations. The District’s significant accounting policies are
described below.

Scope of Financial Reporting Entity

The District was organized in July 1971 under Public Resources Code section 5780 (Board of
Supervisors Resolution 74-787) and was reorganized subsequently in 1982 and 1986. The District is a
dependent special district within the County of Sacramento and is controlled by a five-member
Advisory Board of Directors appointed by the Sacramento County Board of Supervisors. The District
provides recreation facilities and programs to approximately 153,000 residents in an area of 413.68
acres. The District operates 37 parks and open space sites, one nine-hole golf course, three licensed day
care centers on three elementary school sites, and three community centers.

The District’s reporting entity includes all financial activities under control of its Advisory Board of
Directors. Control was determined on the basis of budget adoption and continuing oversight

responsibilities.

The District is a component unit of the County of Sacramento. As such, it is included within the
County’s financial reporting entity as a blended component unit in a special revenue fund.

The District is funded through property taxes, developer fees, concessionaire fees and leases, and
charges for services.

Excluded From the Reporting Entity

In August 1992, the Hearts for Parks, formerly the Sunrise Community Parks Foundation, a non-profit
corporation, was organized for the purpose of encouraging citizens and businesses to contribute through
volunteer efforts and funding toward the improvement and enhancement of the recreation and park
activities of the District. This entity is an autonomous organization with its own powers. Neither the
Board of Supervisors nor the District’s Advisory Board of Directors exercises oversight responsibility
over this organization. Accordingly, the Foundation is not included in the accompanying financial
statements.
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Sunrise Recreation and Park District

Basic Financial Statements
For the year ended June 30, 2017

Notes to Basic Financial Statements, Continued

1. REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES,
Continued

Government-Wide and Fund Financial Statements Presentation

Government-Wide Financial Statements

The statement of net position and statement of activities display information about the primary -
government (the District). These statements include the financial activities of the overall government.
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 are available, restricted resources are used only after
the unrestricted resources are depleted.

Fund Financial Statements

The fund financial statements provide information about the District’s funds, which include only
governmental funds.

The District has combined its government -wide financial statements, the statement of net position and
the statement of activities, with its fund financial statements, the balance sheet and the statement of
revenues, expenditures, and changes in fund balances, into two statements; the statement of net position
and governmental funds balance sheet; and the statement of activities and governmental fund revenues,
expenditures, and changes in fund balances, for simplicity.

The District reports a General Fund that is used to account for all financial resources except those
required or designated by the Board of Directors to be accounted for in another fund.

The District reports four special revenue funds to account for the activity of a landscaping assessment
and developer fees whose funds are legally restricted to expenditures for specific purposes.
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Sunrise Recreation and Park District
Basic Financial Statements
For the year ended June 30, 2017

Notes to Basic Financial Statements, Continued

1. REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES,
Continued

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, regardless 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.

Governmental 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. 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 governmental
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.

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989,
generally are followed in the government -wide financial statements to the extent that those standards

do not conflict with or contradict guidance of the Governmental Accounting Standards Board.

Non-current Governmental Assets/Liabilities

GASB Statement No. 34 eliminates the presentation of the General Fixed Asset and the General Long
Term Debt account groups, but provides for these records to be maintained and incorporates the
information into the Governmental Activities column in the government-wide statement of net position.

Accounts and Records

Financial transactions initiated by the District are processed by the Sacramento County Department of
Finance, Auditor-Controller. The District maintains copies of source documents. The Department of
Finance, Auditor-Controller provides related general ledger, revenue, and expenditure computer
listings. In addition, claims are paid and warrants are issued by the Department of Finance, Auditor-
Controller.
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Notes to Basic Financial Statements, Continued

1. REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES,
Continued

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 October 1 of each fiscal year. Until the adoption of the final
balanced budget, operations are governed by the adopted proposed budget, which is the prior year’s
final budget, approved by the Board. Public hearings are conducted on the proposed final budget to
review all appropriations and the sources of financing.

Operating budgets are adopted for the General Fund on the modified accrual basis of accounting except
as explained below. 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 Statement of Revenues,
Expenditures — Budget to Actual (adjusted to the budgetary basis) presents 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. Therefore, this
information is contained in a separate report prepared by the Sacramento County Department of
Finance, Auditor-Controller, titled “Expenditures Status Report.” Significant amendments and
appropriation transfers from contingencies must be approved by the Districts’ Board of Directors.

Supplemental appropriations financed by unanticipated revenues also must be approved by the Board.

The District budget for governmental funds is prepared on the modified accrual basis of accounting,
except that encumbrances represent expenditures on a budgetary basis. Encumbrances not liquidated in
the current year are added to the subsequent-year budget for reporting and control purposes.

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 $5,000 if equipment, and $25,000 if infrastructure.
Such assets are recorded at historical cost or estimated historical cost if purchased or constructed.
Donated capital assets are recorded at the estimated fair market value at the date of donation. Capital
outlay is recorded as expenditures of the General Fund and as assets in the government-wide financial
statements to the extent the District’s capitalization threshold is met.

25



Sunrise Recreation and Park District
Basic Financial Statements
For the year ended June 30, 2017

Notes to Basic Financial Statements, Continued

1. REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES,
Continued

Amortizations 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 used lives:

Assets Years
Structures and improvements 25-50
Equipment 5-10

Compensated Absences

Regular, full-time District employees are granted vacation in varying amounts based upon length of
service. Any accrued hours, not in excess of the maximum allowable, which are unused during the
current period, are carried forward to following years. The General Fund records expenditures for
compensated absences as they are taken by employees. Each year’s budget includes a provision for the
estimated expenditure for the current year. A year-end accrual is not made in the General Fund as the
District does not believe any of the available year-end financial resources will be required to fund the
year-end compensated absences liability. All vacation pay is accrued when incurred in the government-
wide statements, in accordance with GASB Statement No. 16, “Accounting for Compensated
Absences.”

District employees are granted vacation in varying amounts based on classification and length of
service. Maximum vacation hours eligible for carry forward to future years is limited to no more than
400 hours of accrual time at calendar year end. Additionally, certain employees are allowed
compensated time-off (CTO) in lieu of overtime compensation and/or for working on holidays.

Sick leave is earned by regular, full-time employees. Any sick leave hours not used during the period
are carried forward to future years with no limit to the number of hours that can be accumulated. Any
sick leave hours unused at the time of an employee’s retirement are added to the actual period of
service when computing retirement benefits. The District does not pay accumulated sick leave to
employees who terminate prior to retirement. Accordingly, no provision for payment of sick leave has
been included in the government-wide financial statements.

Property Taxes

The County of Sacramento is responsible for the collection and allocation of property taxes. The
District recognizes property taxes when received from the County. The County elects to use the
Alternative Method of Property Tax Apportionment. Under this method of property tax apportionment,
the County purchases the delinquent secured taxes at June 30. This purchase is completed within two
months after the end of the fiscal year.
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Notes to Basic Financial Statements, Continued

1. REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES,
Continued

Intergovernmental Revenues

Grant agreements require the District to maintain accounting records and substantiating evidence
sufficient to determine if all costs incurred and claimed are proper and that the District is in substantial
compliance with other terms of the grant agreement. These records are subject to audit by the
appropriate government agency. Any amounts disallowed will reduce future claims or be directly
recovered from the District

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.

Restricted Assets

Restricted assets are financial resources generated for a specific purpose, such as construction of
improvements. These amounts are restricted, as their use is limited by external requirements. It is the
District’s policy to first use restricted assets when available.

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.

Fund Equity

Reservations of fund balances of governmental funds are established to either (1) satisfy legal
covenants that require a portion of fund balance to be segregated or (2) identify the portion of the fund
balance that is not appropriable for future expenditures.
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Notes to Basic Financial Statements, Continued

1.

REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES, Continued

Fund Balances

In February 2009, the GASB issued Statement No. 54, Fund Balance Reporting and Governmental
Fund Type Definitions, which establishes accounting and financial reporting standards for all
governments that report governmental funds.

Under GASB 54, fund balance for governmental funds should be reported in classifications that
comprise a hierarchy based primarily on the extent to which the government is bound to honor
constraints on the specific purposes for which amounts in those funds can be spent. Fund balances are
now broken out in five categories:

Nonspendable Fund Balance — this fund balance classification includes amounts that cannot be
spent because they are either not in spendable form (i.e. — prepaid expenses) or legally or
contractually required to be maintained intact.

Restricted Fund Balance — this fund balance classification should be reported when there are
constraints placed on the use of resources externally (by creditors, grant sources, contributors,
etc.) or imposed by law or enabling legislation.

Committed Fund Balance — this fund balance classification can only be used for specific
purposes pursuant to constraints imposed by formal action of the government’s highest level of
decision making authority (i.e. — fund balance designations passed by board resolution).

Assigned Fund Balance — this fund balance classification are amounts that are constrained by
the government’s intent to be used for specific purposes, but are neither restricted nor

committed.

Unassigned Fund Balance — this fund balance classification is the residual classification for the
general fund.
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Notes to Basic Financial Statements, Continued

2. CASH AND INVESTMENTS
Cash and investments at June 30, 2017, consisted of the following:

Cash and Investments

Imprest cash $ 1,000
Cash and investments with the County Treasurer 6,228,033
Total cash and investments $ 6,229,033

Investments Authorized by the California Government Code and the Entity’s Investment Policy

The table below identifies the investment types that are authorized for the Sunrise Recreation and Park
District by the California Government Code (or the District’s investment policy, where more
restrictive). The table also identifies certain provisions of the California Government Code (or the
District’s investment policy, where more restrictive) that address interest rate risk, credit risk and
concentration of credit risk. This table does not address investments of debt proceeds held by bond
trustees that are governed by the provisions of debt agreements of the District, rather than the general
provisions of the California Government Code or the District investment policy.

Maximum Percentage  Investment in

Authorized Investment Type Maturity of Portfolio One Issuer
Investment pools authorized under CA

Statutes governed by Government Code N/A None $40 million
U.S. Treasury Obligations 5 years None None
Bank Savings Accounts N/A 25% None
Federal Agencies : 5 years 75% None
Commercial Paper 180 days 20% None
Negotiable Certificates of Deposit 180 days 20% None
Repurchase Agreements 180 days 20% None
Corporate Debt 5 years 25% None
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2. CASH AND INVESTMENTS, Continued

Disclosures Relating to Interest Rate Risk

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value of an
investment. Generally, the longer the maturity of an investment the greater the sensitivity of its fair
value to changes in market interest rates. Information about the sensitivity of the fair values of the
District’s investments to market interest rate fluctuations is provided by the following table that shows
the distribution of the District’s investment maturity:

Remaining Maturity (in Months)
12 Months 13-24 25-36 37-48
Investment Type Totals or Less Months Months Mon_lths
Sacramento County * $ 6222,830 $ 6222830 §$ - $ - § =
Total $ 6222830 § 6222830 § - $ - § -

* Not subject to categorization

Concentrations of Credit Risk

The investment policy of the District contains limitations on the amount that can be invested in any one
issuer. There are no investments to one issuer exceeding those limits.

Custodial Credit Risk

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial
institution, a government will not be able to recover its deposit or will not be able to recover collateral
securities that are in the possession of an outside party. The custodial credit risk for investments is the
risk that, in the event of the failure of the counterparty (e.g. broker-dealer) to a transaction, a
government will not be able to recover the value of its investment of collateral securities that are in the
possession of another party. The California Government Code and the District’s investment policy do
not contain legal or policy requirements that would limit the exposure to custodial credit risk for
deposits or investments, other than the following provision for deposits: The California Government
Code requires that a financial institution secured deposits made by state or local governmental units by
pledging securities in an undivided collateral pool held by a depository regulated under state law (unless
so waived by the government unit). The fair value of the pledged securities in the collateral pool must
equal at least 110% of the total amount deposited by the public agencies. California law also allows
financial institutions to secure the District’s deposits by pledging first deed mortgage notes having a
value of 150% of the secured public deposits. Since the District holds all its investments with the County
of Sacramento in an investment pool, more information can be gained from these investments from
evaluating the annual report of Sacramento County. This report can be obtained directly from the
Sacramento County Auditor-Controller’s office.
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2. CASH AND INVESTMENTS, Continued

Investments are accounted for in accordance with the provisions of GASB Statement No. 31, which
requires governmental entities to report certain investments at fair value in the balance sheet and
recognize the corresponding change in fair value of investments in the year in which the change
occurred. The District reports its investment in the Sacramento County investment pool at fair value
based on quoted market information obtained from fiscal agents or other sources if the change is
material to the financial statements.

3. CAPITAL ASSETS

Capital assets activity for the year ended June 30, 2017,-is as follows:

Balance : Balance
July 1, 2016 Additions Deletions June 30,2017
Governmental activities:
Capital assets, not being depreciated: -
Land $ 12994440 $ -3 - § 12,994,440
Construction in progress 3,390,403 144,601 (3,317,369) 217,635
Total capital assets, not being depreciated 16,384,843 144,601 (3,317,369) 13,212,075
Capital assets, being depreciated:
Buildings and improvements 45,932,427 3,705,183 (139,762) 49,497,848
Equipment 1,280,998 41,551 (239,711) 1,082,838
Total capital assets, being depreciated 47213425 3,746,734 (379473) 50,580,686
Total accumulated depreciation (27,785,922) (1,322,574) - (29,108,496)
Total capital assets, being depreciated net 19,427,503 2,424,160 (379,473) 21,472,190

Governmental activities capital assets, net  $ 35812346 § 2568761 § (3,696,842) $ 34,684,265
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4. LONG-TERM OBLIGATIONS

The following is a summary of long-term liabilities for the year ended June 30, 2017:

Balance Additions Deletions Balance One Year
Governmental activities:
Compensated absences $ 210,883 § 123,535 $§ (133,779) $ 200,639 $ -
Certificates of oarticipation 6,240,000 - (180,000) 6,060,000 185,000
Capital leases payable 8,226 - (8,226) , - -
Total governmental activities
Long-term obligations $ 6,459,100 $§ 123535 § (322,005) $ 6,260,639 $§ 185,000

On June 20, 2006, the District’s Board approved the “Agreement between Roseville Joint Union High
School District and Sunrise Recreation and Park District for the Joint Construction and Use of
Facilities at Antelope High School and Antelope Community Park.” The Board approved the issuance
of Certificates of Participations (COPs), in an aggregate principal amount of $7,435,000, for the
District to finance a portion of its share of the project cost under the Agreement. The COPs will
represent fractional interest in lease payments from the District to the Sacramento County Public
Facilities Financing Corporation (PFFC) for the use and possession of certain existing District
property, including the District’s portion of the joint use site. The lease payments are assigned by the
PFFC to a trustee bank for the benefit of the certificate holders. At June 30, 2015, the principal balance
due on this note was $7,170,000. Principal payments are due September 1 of 2008 through the year
2037, escalating from $130,000 to $430,000, with interest ranging from 3.95% to 4.5%.

Year ending June 30, Principal Interest

2018 185,000 261,298

2019 190,000 253,609

2020 200,000 245,516

2021 210,000 237,009
2022-2026 1,175,000 1,043,630
2027-2031 1,455,000 757,938
2032-2036 1,805,000 398,409
2037-2038 840,000 38,250
Totals $ 6,060,000 § 3,235,659

32



Sunrise Recreation and Park District

Basic Financial Statements
For the year ended June 30,2017

Notes to Basic Financial Statements, Continued

5. INTERFUND TRANSACTIONS

Transfers are used to (1) move revenues from the fund that statute or budget requires to collect them to the fund
that statute or budget requires to expend them, and (2) use unrestricted revenues collected in the general fund to
finance various programs accounted for in other funds in accordance with budgetary authorizations. Transfers
consisted of the following at June 30, 2017:

Transfers in Transfers out

Governmental Funds

Major Funds:

General Fund $ 260,339 § -
Developer In-Lieu Fees - 103,458
Sunrise Park PIF - 156,881
Total Major Funds 260,339 260,339
Total 260,339 260,339

Transfers were for capital projects expenditures paid for by the general fund and funded by developer fees.

6. RISK MANAGEMENT

The Sunrise Recreation and Park District is a member of the California Association for Park and
Recreation Insurance (CAPRI), which is a joint powers authority consisting of various California special
districts. The following insurance coverage is currently maintained:

General liability:

Bodily injury and property damage $10,000,000 each occurrence

$10,000,000 reinsured

Excess liability $10,000,000 each occurrence
Automobile liability $10,000,000 each occurrence
Public officials and employee liability $10,000,000 annual aggregate
Property buildings/contents $50,000,000 each occurrence
Workers' compensation Statutory ‘

7. DEFINED BENEFIT PENSION PLAN

Plan Description

The Sunrise Recreation and Park District contributes to the Sacramento County Employees’ Retirement
System (SCERS), a cost-sharing multiple-employer public employee retirement system defined benefit
pension plan administered by SCERS. The plan provides retirement, disability and survivor benefits to
beneficiaries. Benefits are established by the County Employees’ Retirement Act of 1937, section
31540, et seq., of the California Government Code. SCERS issues a separate actuarial report that
includes financial statements and required supplementary information at www.scers.org.
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7. DEFINED BENEFIT PENSION PLAN, Continued

Funding Policy

Contributions to the plan are made pursuant to Section 31584 of the County Employees Retirement Law
~ of 1937. Active plan members in the District’s defined pension plan are required to contribute 3.19% of
their semimonthly covered salary for the first $175 and 4.78% of their semimonthly covered salary over
$175. The District is required to contribute the actuarially determined remaining amounts necessary to
fund the benefits for its members. The actuarial methods and assumptions used are those adopted by the
SCERS’ Board of Administration. Under the actuarial funding method used by the System, investments
are valued at fair value and all unrealized gains and losses are recognized over the next five years.
Therefore, contribution rates reflect the impact of market fluctuations on investments during the five-
year period after they occur. The required employer contribution rate for the 2014/2017 fiscal year was
30.15% (Tier 1II) and 24.03% (Tier V) of annual covered payroll for pre-PEPRA and post-PEPRA
employees, respectively. The contribution requirements of the plan members are established by Articles
6 and 6.8 of the 1937 Act, and are actuarially determined and are based on age of entry into the system.
The Sunrise Recreation and Park District’s employer contributions to SCERS for the fiscal year ending
June 30, 2017 were $422,711. Pension expense is different from this figure as the gross pension expense
is a function of the newly implemented GASB 68. '

At June 30, 2017, the District reported a liability of $3,321,376 in the Statement of Net Position for its
proportionate share of the net pension liability. The net pension liability was measured as of June 30,
2016, and the total pension liability used to calculate the net pension liability was determined by an
actuarial valuation as of that date. 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 Pension Plan participants, which was actuarially determined. The District’s
proportionate share of the net pension liability for the Plan as of June 30, 2016 and 2017 was as follows:

Miscellaneous

Proportion - June 30, 2016 0.169%
Proportion - June 30, 2017 0.189%
Change - Increase (Decrease) 0.020%

For the fiscal year ended June 30, 2017, the District recognized pension expense of $514,672 in its
government-wide financial statements. Pension expense represents the change in the net pension liability
during the measurement period, adjusted for actual contributions and the deferred recognition of changes
in investment gain/loss, actuarial gain/loss, actuarial assumptions or method, and plan benefits.
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7. DEFINED BENEFIT PENSION PLAN, Continued

At June 30, 2017, the District reported deferred outflows of resources and deferred inflows of resources
related to pensions from the following sources:

Deferred Outflows Deferred Inflow
of Resources of Resources

Pension contributions subsequent to measurement date $ 604,966 $ -
Changes in proportion and differences between employer's
contributions and proportionate share of contributions 178,419 (83,842)
Changes in assumptions or other inputs - (53,581)
Net difference between projected and actual earnings on
pension plan investments 1,704,100 (488,332)
Differences between expected and actual experience in the
Total Pension Liability ' - (202,799)

Total $ 2,487,485 $ (828,554)

$604,966 reported as deferred outflows of resources related to contributions subsequent to the
measurement date that will be recognized as a reduction of the net pension liability in the year ended
June 30, 2018. Other amounts reported as deferred outflows of resources and deferred inflows of
resources related to pensions will be recognized as pension expense as follows:

Year Ended
30-Jun
2017 N/A
2018 111,848
2019 166,078
2020 493,789
2021 282,250
2022 .
Thereafter -

Actuarial Assumptions

The total pension liability in the June 30, 2017, actuarial valuation was determined using the following
actuarial assumptions. Total pension liability represents the portion of the actuarial present value of
projected benefit payments attributable to past periods of service for current and inactive employees.
e Discount Rate/Rate of Return — 7.5%, net of investment expense
e Inflation Rate — 3.25%
e Salary increases — Varies by Entry Age and Service — 3.25% plus across the board salary
increases of .25% per year, plus merit and promotional increases.
e Post-Retirement Mortality — Derived from RP-2000 combined healthy mortality table projected
with Scale BB to 2022.
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7. DEFINED BENEFIT PENSION PLAN, Continued

The actuarial assumptions used in the June 30, 2015 valuation were based on the results of an actuarial
experience study for the period July 1, 2010 through June 30, 2014.

The long-term expected rate of return on pension plan investments (7.5%) 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.
These ranges are combined to produce the long-term expected rate of return by weighting the expected
future real rates of return by the target asset allocation percentage and by adding expected inflation.

"The target allocation and best estimates of arithmetic real rates of return (net of expected inflation) for
each major asset class are summarized in the following table:

Target Long-term Expected
Asset Class Allocation  Real Rate of Return

U.S. Equity 22.5% 5.98%
International Equity ~ 22.5% 7.23%
Fixed Income 20.0% 1.25%
Hedge Funds 10.0% 3.20%
Private Equity 10.0% 12.82%
Real Assets 15.0% 5.64%

The discount rate used to measure the total pension liability was 7.5 percent. The projection of cash
flows used to determine the discount rate assumed that employee contributions will be made at the
current contribution rate and that contributions from the District will be made at contractually required
rates, actuarially determined. Based on those assumptions, the pension fund’s fiduciary net position
was projected to be available to make all projected future benefit payments of current active and
inactive employees. In theory, the discount rate may differ from the long-term expected rate of return
discussed previously. However, based on the projected availability of the pension fund’s fiduciary net
position, the discount rate is equal to the long-term expected rate of return on pension plan
investments, and was applied to all periods of projected benefit payments to determine the total
pension liability.
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7. DEFINED BENEFIT PENSION PLAN, Continued

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

The following presents what the District’s proportionate share of the net pension liability would be if it
were calculated using a discount rate that is 1 percentage point lower (6.5%) or 1 percentage point
higher (8.5%) than the current rate:

1% Decrease  Discount Rate 1% Increase
6.5% 7.5% 8.5%

District's proportionate share of the net
pension plan liability $ 5646344 $ 3321376 $ 1,395,698

Detailed information about the pension fund’s fiduciary net position is available in the separately issued
CALPERS comprehensive annual financial report, which may be obtained by contacting PERS.

8. TRUST ACCOUNTS

The County of Sacramento maintains three trust accounts for the benefit of the District. The corpus of
the trusts consists of in-lieu fees paid by developers of subdivisions within the boundaries of the District.
The use of these funds is restricted by County ordinance for the purposes of providing park and
recreation facilities to serve the local populace. These funds are accounted for in special revenue funds
for financial statement presentation and are available to the District upon approval from the District’s
Advisory Board of Directors.

9. SERVICE CONCESSION ARRANGEMENTS

The District owns Foothill Golf Course, which is operated under a service concession arrangement with
a private third party. The contract commenced on July 1, 2014 and is a continuation of a prior contract.
Annual rent of $5,850 is payable in monthly payments of $650 from March through November. The
annual rental rate will be adjusted by 5% per year.

10. OPERATING LEASES

The District has an operating lease for an office copier. There are no material restrictions imposed by
this agreement. The minimum rental payments required under the operating lease commitments at June
30,2017, are:

Year Ended Primary
June 30, Government
2017 $ 3,362
Total $ 3362
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11. CONTINGENCIES

Grants are subject to audit to determine compliance with their requirements. District officials believe
that if any refunds are required, they would not have a significant effect on the financial condition or
liquidity of the District. The District is unaware of any pending litigation or other contingencies that
would have a material effect on the financial condition or liquidity of the District.

In the normal course of business, the District is subject to various lawsuits. Defense of lawsuits is
typically handled by the District’s insurance carrier and losses, if any, are expected to be covered by
insurance.

During the course of analyzing the District’s assessment, the District’s outside engineering firm retained
to assist with preparation of the assessment noticed that there had been a miscalculation of the
assessment from previous years. The District has not yet determined the exact amount to be refunded to
taxpayers but will record it in its financial statements once a more determinable amount is fixed.

12. SUBSEQUENT EVENTS

Subsequent events have been evaluated through April 9, 2018, the date the financial statements were
available for issuance.
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Sunrise Recreation and Park District

Required Supplementary Information - Schedule of Contributions
Miscellaneous Plan

Last 10 Fiscal Years*

2016 2015
Contractually required contribution (actuarially determined) $ 604,396 $ 459,000
Contributions in relation to the actuarially determined contributions (604,396) (459,000)
Contribution deficiency (excess) $ - % -
Covered-employee payroll $ 1,495,000 $ 1,521,000
Contribution as a percentage of covered-employee payroll . 40.43% 30.18%

Notes to Schedule
1) Covered employee payroll represents compensation earnable and pensionable compensation. Only compensation
earnable and pensionable compensation that would possibly go into the determination of retirement benefits are included.

* _ Fiscal year 2017 was the first year of implementation, therefore only the first year was available.
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Sunrise Recreation and Park District
Required Supplementary Information - Schedule of the District's Proportionate
Share of the Net Pension Liability

Miscellaneous Plan
Last 10 Fiscal Years*

2017 2016
Plan's Proportion of the Net Pension Liability/(Asset) 0.189% 0.169%
Plan's Proportionate Share of the Net Pension Liability/(Asset) $ 3,321,376 $ 1,939,461
Plan's Covered-Employee Payroll $ 1,495,000 $ 1,521,000
Plan's Proportionate Share of the Net Pension Liability/(Asset) as a
Percentage of its Covered-Employee Payroll 222.17% 127.51%
Plan's Proportionate Share of the Fiduciary Net Position as a
Percentage of the Plan’s Total Pension Liability 83.21% 89.46%

Notes to Schedule

1) Covered employee payroll represents compensation earnable and pensionable compensation. Only compensation
earnable and pensionable compensation that would possibly go into the determination of retirement benefits are included.

* - Fiscal year 2016 was the first year of implementation, therefore only the first two years were available.
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Sunrise Recreation and Park District

General Fund

Statement of Revenues, Expenditures, and Changes in Fund Balance - Budget to Actual
For the year ended June 30, 2017

Revenues:
Property taxes
Intergovernmental revenues
Charges for current services
Developer fees
Use of money and property
Other revenues

Total revenues

Expenditures:
Salaries and benefits
Services and supplies
Capital outlay
Debt service:
Principal
Interest
Total expenditures

Proceeds from the sale of capital assets

Transfers in

Net changes in fund balances

Fund balances - July 1, 2016
Fund balances - June 30, 2017

Variance with
Final Budget

Budgeted Amounts Positive
Original Final Actual (Negative)
4,358,761 $ 4,358,761 4,368,548 9,787
63,622 63,622 17,630 (45,992)
2,907,610 2,907,610 2,508,025 (399,585)
740,020 740,020 482,766 (257,254)
121,372 121,372 157,973 36,601
8,191,385 8,191,385 7,534,942 (656,443)
5,708,875 5,734,830 5,361,017 373,813
2,140,823 2,158,246 2,013,881 144,365
353,000 531,221 309,872 - 221,349
8,202,698 8,424,297 7,684,770 739,527
9,397
- - 260,339 260,339
119,908
2,061,130
2,181,038
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Sunrise Recreation and Park District

Antelope Assessment District

Statement of Revenues, Expenditures, and Changes in Fund Balance - Budget to Actual

For the year ended June 30, 2017

Revenues: v
Special assessments
Use of money and property
Total revenues

Expenditures:
Services and supplies
Capital outlay
Debt service:
Principal
Interest
Total expenditures

Excess (deficit) of revenues over
(under) expenditures

Other financing sources (uses):
Transfers in
Transfers (out)
Total other financing sources (uses)

Excess (deficit) of revenues and other
sources over (under) expenditures
and other uses

Fund balances - July 1, 2016
Fund balances - June 30, 2017

.
Variance with

Final Budget

Budgeted Amounts Positive
Original Final Actual (Negative)
602,008 602,008 $ 597,142 § (4,866)
3,000 3,000 11,914 8,914
605,008 605,008 609,056 4,048
200,158 200,158 200,158 -
11,150 11,150 9,187 1,963
180,000 180,000 180,000 -
268,700 268,700 268,688 12
660,008 660,008 658,033 1,975
(55,000) (55,000) (48,977) 2,073
(55,000) (55,000) (48,977) 2,073
1,302,552
$ 1,253,575

43




This page intentionally left blank.

44



JJACPA, Inc.

A Professional Accounting Services Corp.

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING
STANDARDS

Independent Auditor’s Report

To the Advisory Board of Directors of the
Sunrise Recreation and Park District
Citrus Heights, California

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of the governmental
activities, each major fund, and the budgetary comparison information of the Sunrise Recreation and Park
District (District), as of and for the year ended June 30, 2017, and the related notes to the financial
statements, which collectively comprise the District’s basic financial statements, and have issued our
report thereon dated April 24, 2018.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the District’s internal
control over financial reporting (internal control) to determine the audit procedures that are appropriate in
the circumstances for the purpose of expressing our opinions 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 a 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. A
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less
severe than a material weakness, yet important enough to merit attention by those charged with
governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit 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.

7080 Donlon Way, Suite 204, Dublin, CA 94568 e phone (925) 556-6200 e fax: (925) 556-6201
www.jjacpa.com



Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District’s financial statements are free
from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion
on compliance with those provisions was not an objective of our audit, and accordingly, we do not
express such an opinion. The results of our tests disclosed no instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, arid not to provide an opinion on the effectiveness of the entity’s internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the entity’s internal control and compliance. According-y,
this communication is not suitable for any other purpose.

FFHCITH, S,

April 24,2018 JJACPA, INC.
Dublin, CA



