CITY OF SAN JOSE
PARKS AND RECREATION
BOND PROJECTS FUND
(A Fund of the City of San José)

Independent Auditor’s Reports,
Financial Statements,
Other Supplementary Information and
Independent Accountant’s Report

For the Year Ended June 30, 2025

Certified
I I GO Public
] Accountants




CITY OF SAN JOSE
PARKS AND RECREATION BOND PROJECTS FUND
(A Fund of the City of San Jos¢é)
For the Year Ended June 30, 2025

Table of Contents
Page

Independent AUditor’s REPOTL..........ccccooiiiiiiiiiiiiie ettt et ettt b e bt st e ee et ens 1
Financial Statements:
Balance SREET......c.coueuiiieieeee ettt bbbt b ettt b ettt 5
Statement of Revenues, Expenditures, and Change in Fund Balance ............cccceveveivevieieinineeceeeseeeve 6
Notes to the FInancial StAtEMENLS ........cc.eoiriruiririiirieiiieic ettt ettt ettt 7
Other Supplementary Information:
Statements of Revenues, Expenditures, and Change in Fund Balance by Fiscal Year

For the Period June 6, 2001 through June 30, 2025 ........c.cccveriiiieieieeeeteseeeeeeie e eee e enens 12
Other Reports:
Independent Auditor’s 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 ................cocooeveeeeviiecieieciiencieeeeeeenennn 21

Independent Accountant’s Report on Compliance with Measure P ...........ccoccooieieiiiiiiiniieceeeeee, 23



Certified
I I l Public
Accountants

Independent Auditor’s Report

City Council and
Members of the Parks and Recreation Commission
City of San José, California

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of the Parks and Recreation Bond Projects Fund (Fund), a fund
of the City of San José (City), as of and for the year ended June 30, 2025, and the related notes to the
financial statements as listed in the table of contents.

In our opinion, the accompanying financial statements referred to above present fairly, in all material
respects, the financial position of the Fund of the City of San José, as of June 30, 2025, and the change in
its financial position thereof for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America (GAAS) and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States (Government Auditing Standards). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit
of the Financial Statements section of our report. We are required to be independent of the City and to
meet our other ethical responsibilities, in accordance with the relevant ethical requirements relating to our
audit. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

Emphasis of a Matter

As discussed in Note 2, the financial statements present only the Fund and do not purport to, and do not,
present fairly the financial position of the City as of June 30, 2025, the changes in its financial position, or
where applicable, its cash flows for the year then ended in accordance with accounting principles
generally accepted in the United States of America. Our opinion is not modified with respect to this
matter.

Management’s Responsibilities for the Financial Statements

Management is responsible for the preparation and fair presentation of the 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.

Macias Gini & O’Connell LLP
2121 N. California Boulevard, Suite 750 www.mgocpa.com
Walnut Creek, CA 94596



Auditor’s Responsibility for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinions. Reasonable assurance is a high level of assurance but is not absolute assurance and
therefore is not a guarantee that an audit conducted in accordance with GAAS and Government Auditing
Standards will always detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Misstatements are considered material if there is a substantial likelihood that, individually or in the
aggregate, they would influence the judgment made by a reasonable user based on the financial
statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, we:
« Exercise professional judgment and maintain professional skepticism throughout the audit.

« Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such procedures
include examining, on a test basis, evidence regarding the amounts and disclosures in the financial
statements.

* Obtain an understanding of internal control relevant to the audit 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 City’s internal control. Accordingly, no such opinion is expressed.

« Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control-related
matters that we identified during the audit.

Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements. The
accompanying statements of revenues, expenditures, and change in fund balance by fiscal year for the
period from June 6, 2001 through June 30, 2025 are presented for purposes of additional analysis and are
not a required part of the financial statements. Such information is the responsibility of management and
was derived from and relates directly to the underlying accounting and other records used to prepare the
financial statements. The information for the year ended June 30, 2025 has been subjected to the auditing
procedures applied in the audit of the financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records used
to prepare the financial statements or to the financial statements themselves, and other additional
procedures in accordance with GAAS. In our opinion, the supplementary information for the year ended
June 30, 2025 is fairly stated in all material respects in relation to the financial statements as a whole.



We also have previously audited, in accordance with GAAS, the Fund’s financial statements as of and for
the period from June 6, 2001 through June 30, 2008, as of and for the years ended June 30, 2009 through
2015, and as of and for the years ended June 30, 2018 through 2024 which are not presented with the
accompanying financial statements. In our reports dated March 13, 2009, October 2, 2009, December 2,
2010, October 18, 2011, November 15, 2012, October 4, 2013, November 14, 2014, October 8, 2015,
October 23, 2018, October 15, 2019, November 13, 2020, November 3, 2021, October 27, 2022, October
18, 2023, October 16, 2024, respectively, we expressed unmodified opinions on the Fund’s financial
statements. The audits were conducted for the purposes of forming opinions on the financial statements as
a whole. The information for the period from June 6, 2001 through June 30, 2015, and for the years ended
June 30, 2018 through 2024 been subjected to the auditing procedures applied in the audits of those
financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the financial
statements or to the financial statements themselves, and other additional procedures in accordance with
GAAS. In our opinion, the information for the period from June 6, 2001 through June 30, 2008, the years
ended June 30, 2009 through 2015, and the years ended June 30, 2018 through 2024 is fairly stated in all
material respects in relation to the financial statements from which they have been derived.

The financial statements of the Fund as of and for the years ended June 30, 2016 and 2017 were audited
by other auditors. Those auditors expressed unmodified opinions on those reports dated
November 17,2016 and October 20, 2017, respectively. Those auditors’ reports also stated that the
Statements of Revenues, Expenditures, and Change in Fund Balance by fiscal year for the years ended
June 30, 2016 and 2017 were fairly stated, in all material respects, in relation to the financial statements
as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October 7,2025
on our consideration of the City’s internal control over the Fund’s financial reporting and on our tests of
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is solely to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of the City’s internal control over the Fund’s financial reporting or on compliance. That
report is an integral part of an audit performed in accordance with Government Auditing Standards in
considering the City’s internal control over the Fund’s financial reporting and compliance.

Mecias Gii Z OComel (5P

Walnut Creek, California
October 7, 2025
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CITY OF SAN JOSE
PARKS AND RECREATION BOND PROJECTS FUND
(A Fund of the City of San José)
Balance Sheet
June 30, 2025

Assets
Restricted assets:
Equity in pooled cash and investments held in the City Treasury $ 2,618,545
Investments held with fiscal agents 15,709,840
Accrued interest receivable 14,874
Total assets $ 18,343,259

Liabilities and Fund Balance

Liabilities:
Accounts payable and accrued liabilities $ 71,424
Fund balance:
Restricted for Parks and Recreation Bond projects 18,271,835
Total liabilities and fund balance $ 18,343,259

See accompanying notes to the financial statements.
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CITY OF SAN JOSE
PARKS AND RECREATION BOND PROJECTS FUND
(A Fund of the City of San José)
Statement of Revenues, Expenditures, and Change in Fund Balance
For the Year Ended June 30, 2025

Revenues:
Investment income $ 797,885
Unrealized gain on investments 43,290
Total revenues 841,175
Expenditures:
Columbus Park Soccer Facility 399,495
Change in fund balance 441,680
Fund balance, beginning of year 17,830,155
Fund balance, end of year $ 18,271,835

See accompanying notes to the financial statements.
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CITY OF SAN JOSE
PARKS AND RECREATION BOND PROJECTS FUND
(A Fund of the City of San Jos¢)
Notes to the Financial Statements
For the Year Ended June 30, 2025

NOTE 1 - BACKGROUND

In November 2000, registered voters of the City of San José (City) approved Measure P, the San José Safe
Neighborhood Parks and Recreation Bonds, authorizing the issuance and sale of general obligation bonds
(Parks Bonds) not to exceed $228,030,000 to be used to fund the acquisition of property and construction of
improvements to neighborhood and regional parks, community centers and other recreational amenities
within the City. The Parks bond proceeds are not allowed to be expended on salaries of Park administrators.
Therefore, the City did not use bond proceeds to pay for administrative salaries within the Parks and
Recreation Department. The capital project management services provided by the Parks and Recreation
Department are considered allowable expenditures and reported in the project administration costs.

The table below sets forth the amount of Parks Bonds authorized and issued pursuant to Measure P:

Amount Date
Voter authorization $ 228,030,000  November 7, 2000
Bonds issued:
Series 2001 Bonds 40,000,000 June 6, 2001
Series 2002 Bonds 46,715,000 July 18, 2002
Series 2004 Bonds 46,000,000 July 14, 2004
Series 2005 Bonds 45,400,000 June 23, 2005
Series 2006 Bonds 22,100,000 June 29, 2006
Series 2008 Bonds 27,815,000 June 25, 2008
Total bonds issued 228,030,000
Authorized but unissued $ -

As of June 30, 2025, outstanding projects approved by the City Council to be funded by the remaining bond
proceeds include Columbus Park Soccer Facility. See Note 4 for the related outstanding project construction
commitments.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The accompanying financial statements present only the financial position and the change in financial
position of the Parks and Recreation Bond Projects Fund (Fund) and do not purport to, and do not, present
fairly the financial position of the City as of June 30, 2025, the change in its financial position, or where
applicable, its cash flows for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

A capital projects fund (governmental fund) is used to account for the City’s Parks and Recreation Bond
Projects activities. Capital projects funds are used to account for financial resources (e.g., bond proceeds
and investment income) that are restricted, committed, or assigned to expenditures for capital outlays,
including the acquisition of land or acquisition and construction of major governmental facilities.



CITY OF SAN JOSE
PARKS AND RECREATION BOND PROJECTS FUND
(A Fund of the City of San Jos¢)
Notes to the Financial Statements
For the Year Ended June 30, 2025

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Basis of Accounting

The Fund’s activity is reported using the current financial resources measurement focus and the modified
accrual basis of accounting. Revenues are recognized as soon as they are both measurable and available.
Revenues are considered to be available when they are collectible within the current period or soon
enough thereafter to pay liabilities of the current period. The Fund considers revenues to be available if
collected within 60 days of the end of the current fiscal period. Expenditures are generally recorded when
a liability is incurred, as under accrual accounting. However, expenditures related to vacation, sick leave,
claims and judgments are recorded only when payment is due.

Restricted Cash and Investments

Cash and investments that are restricted for specified uses by bond covenants or other requirements are
classified as restricted. The Fund’s restricted cash and investments are held in the City Treasury and in
fiscal agent accounts to be spent only on authorized capital projects. The Fund’s restricted cash and
investments are subject to the requirements of the City’s adopted investment policy and bond indentures.
The fair value of investments is based on quoted market information obtained from fiscal agents or other
sources.

Fund Balance

Under Governmental Accounting Standards Board Statement No. 54, Fund Balance Reporting and
Governmental Fund Type Definitions, the balance sheets of governmental funds classify fund balances
based primarily on the extent to which the Fund is bound to honor constraints on the specific purposes for
which those funds can be spent. The Fund only has restricted fund balance at June 30, 2025. Restricted
fund balance represents amounts when constraints placed on use of resources are either (1) externally
imposed by creditors (such as through debt covenants), grantors, contributors, or laws or regulations of
other governments; or (2) imposed by law through constitutional provisions or enabling legislation.

Use of Estimates
The preparation of financial statements in accordance with accounting principles generally accepted in the

United States of America requires management to make certain estimates and assumptions that affect the
reported amounts and disclosures. Accordingly, actual results may differ from those estimates.



CITY OF SAN JOSE
PARKS AND RECREATION BOND PROJECTS FUND
(A Fund of the City of San Jos¢)
Notes to the Financial Statements
For the Year Ended June 30, 2025

NOTE 3 - RESTRICTED CASH AND INVESTMENTS

A summary of the Fund’s restricted cash and investments at June 30, 2025 are as follows:

Type of investment Fair Value Risk Rating Maturity

City of San José cash and investment pool $ 2,618,545 Unrated 560 days

State of California Local Agency Investment Fund 12,620,884 Unrated 248 days

Wilmington Trust Money Market Mutual Fund 3,088,956 Aaa-mf 36 days
Total investments $ 18,328,385

The Fund has investments subject to provisions of the bond indentures of its various bond issues.
According to the bond indentures, the Fund is permitted to invest in the City’s cash and investment pool,
the State of California Local Agency Investment Fund (LAIF), obligations of the U.S. Treasury or U.S.
government agencies, time deposits, money market mutual funds invested in U.S. government securities,
along with various other investments.

The Fund maintains part of its investments in the City’s cash and investment pool. The amounts held in
the City’s investment pool can be withdrawn upon demand. Income and losses arising from the
investment activity of pooled cash are allocated to the participating funds on a monthly basis, based on
their proportionate shares of the average daily cash balance.

Information regarding the characteristics of the entire City’s cash and investment pool can be found in the
City’s basic financial statements for the year ended June 30, 2025. A copy of that report may be obtained
by contacting the City’s Finance Department, 200 East Santa Clara Street, 13" Floor, San José, CA,
95113 or can be found at the City’s Finance Department Website at http://www.sanjoseca.gov.

Government Code Section 16429.1 authorizes each local government agency to invest funds in the LAIF
administered by the California State Treasurer. The total amount recorded by all public agencies in LAIF
at June 30, 2025 was approximately $24.5 billion. LAIF is part of the State’s Pooled Money Investment
Account (PMIA). The total amount recorded by all public agencies in PMIA at June 30, 2025 was
approximately $178.1 billion and of that amount, 96.2% was invested in non-derivative financial products
and 3.8% in structured notes and asset backed securities. The Local Investment Advisory Board (Board)
has oversight responsibility for LAIF. The Board consists of five members as designated by State statute.
The value of the pool shares in LAIF, which may be withdrawn, is determined on an amortized cost basis,
which is different than the fair value of the Fund’s position in the pool.

Credit Risk

Credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder of the
investment. This risk is measured by the assignment of a rating by nationally recognized statistical rating
organizations. The City’s investment policy has mitigated credit risk by limiting investments to the safest
types of securities, by prequalifying financial institutions, by diversifying the portfolio, and by
establishing monitoring procedures.



CITY OF SAN JOSE
PARKS AND RECREATION BOND PROJECTS FUND
(A Fund of the City of San Jos¢)
Notes to the Financial Statements
For the Year Ended June 30, 2025

NOTE 3 - RESTRICTED CASH AND INVESTMENTS (Continued)
Concentration Credit Risk

Concentration of credit risk is the risk that the failure of any one issuer would place an undue financial
burden on the Fund. Investments issued by or explicitly guaranteed by the U.S. government and
investments in mutual funds and other pooled investments are exempt from this requirement, as they are
normally diversified themselves.

Interest Rate Risk

Interest rate risk is the risk that changes in market 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 rates. The City’s investment policy has mitigated interest rate risk by establishing
policies over liquidity, including maturity limits by investment classification. These limits, for
investments other than external investment pools and money market mutual funds, range from 10 days to
5 years depending on the investment classification.

Fair Value Measurement Categorization

The Fund categorizes its fair value measurements within the fair value hierarchy established by generally
accepted accounting principles. Level 1 inputs are quoted prices in an active market for identical assets;
Level 2 inputs are significant other observable inputs; and Level 3 inputs are significant unobservable
inputs. The inputs and techniques used for valuing securities are not necessarily an indication of risk
associated with investing in those securities. The City’s investment in Wilmington Trust Money Market
Mutual Funds is measured at level 1 inputs, while investments in the City’s cash and investment pool and
LAIF are not subject to fair value hierarchy.

NOTE 4 - COMMITMENTS

At June 30, 2025, the Fund has outstanding project construction encumbrances as follows:

Project Amount
Columbus Park Soccer Facility $ 776,683
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Certified
I I l ‘ Public
Accountants

Independent Auditor’s 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

City Council and
Members of the Parks and Recreation Commission
City of San José, 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 (Government Auditing Standards), the financial
statements of the Parks and Recreation Bond Projects Fund (Fund), a fund of the City of San José (City),
as of and for the year ended June 30, 2025, and the related notes to the financial statements, and have
issued our report thereon dated October 7, 2025.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the City’s internal control
over the Fund’s financial reporting (internal control) as a basis for designing audit procedures that are
appropriate in the circumstances 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 City’s internal control.
Accordingly, we do not express an opinion on the effectiveness of the City’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
or significant deficiencies may exist that were not identified.

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Fund’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
financial statements. 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.

Macias Gini & O’Connell LLP
2121 N. California Boulevard, Suite 750 www.mgocpa.com
Walnut Creek, CA 94596
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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, and 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. Accordingly,
this communication is not suitable for any other purpose.

Mw‘as Gini Z OComel [P

Walnut Creek, California
October 7, 2025
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Independent Accountant’s Report on Compliance with Measure P

City Council and
Members of the Parks and Recreation Commission
City of San Jos¢, California

We have examined the City of San José’s (City) compliance with certain provisions of Measure P for the
year ended June 30, 2025 as follows:

= Bond proceeds were used for installing lighting, reconstructing deteriorating playgrounds and
restrooms; preserving open space; constructing trails; constructing new recreational sports
facilities; improving Community and Senior Centers; and constructing improvements to regional
parks, such as Happy Hollow.

= Bond proceeds were not used for parks administrators’ salaries.
=  Annual audits were performed.

= A citizen’s oversight committee was established.

Management is responsible for the City’s compliance with those requirements. Our responsibility is to
express an opinion on the City’s compliance based on our examination.

Our examination was conducted in accordance with attestation standards established by the American
Institute of Certified Public Accountants. Those standards require that we plan and perform the
examination to obtain reasonable assurance about whether the City complied with the specified
requirements, in all material respects, with the specified requirements referenced above. An examination
involves performing procedures to obtain evidence about the City’s compliance with the specified
requirements. The nature, timing, and extent of the procedures selected depend on our judgment,
including an assessment of the risks of material noncompliance with the specified requirements, whether
due to fraud or error. We believe that the evidence we obtained is sufficient and appropriate to provide a
reasonable basis for our opinion.

We are required to be independent and to meet our other ethical responsibilities in accordance with
relevant ethical requirements relating to the engagement.

Our examination does not provide a legal determination on the City’s compliance with the specified
requirements.

In our opinion, the City complied, in all material respects, with the aforementioned requirements for the
year ended June 30, 2025.

Mw'as Giki J/ OCompel @

Walnut Creek, California
October 7, 2025

Macias Gini & O’Connell LLP
2121 N. California Boulevard, Suite 750 www.mgocpa.com
Walnut Creek, CA 94596
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