


Board of Trustees
American River Flood Control District
Page 2

We are required by the audit standards to identify potential risks of material misstatement during the audit
process. We have identified the following significant risk of material misstatement as part of our audit
planning: Management override of controls and revenue recognition. These are the areas that the audit
standards require at a minimum to be identified as significant risks, however, no such issues were noted
during our audit.

We performed the audit according to the planned scope previously communicated to you in our
engagement letter dated June 19, 2025.

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The significant
accounting policies used by the District are described in Note A to the financial statements. In fiscal year
2025, the District implemented GASB Statement No. 101, Compensated Absences, which resulted in the
District being required to accrue sick leave expected to be used for time-off as part of the compensated
absences liability. The restatement recorded due to the implementation of this Statement is discussed in
Note I to the financial statements. The application of existing policies was not changed during 2025. We
noted no transactions entered into by the District during the year for which there is a lack of authoritative
guidance or consensus. All significant transactions have been recognized in the financial statements in the
proper period.

Accounting estimates are an integral part of the financial statements prepared by management and are
based on management’s knowledge and experience about past and current events and assumptions about
future events. Certain accounting estimates are particularly sensitive because of their significance to the
financial statements and because of the possibility that future events affecting them may differ
significantly from those expected. The most sensitive estimates affecting the financial statements were:
the fair value of investments, depreciable lives and method used to depreciate capital assets, estimated
sick leave usage, the amount receivable from the County for delinquent assessments, the other
postemployment benefits and pension liabilities, and levee improvements constructed by the Army Corps
of Engineers. We evaluated the key factors and assumptions used to develop the estimates in determining
that they are reasonable in relation to the financial statements taken as a whole. The accrual for
postemployment benefits was determined by an actuarial valuation, which is required to be performed
every two years. The most recent actuarial valuation was prepared for the June 30, 2024 audit. The
accrual for the unfunded pension liability was determined by an actuarial valuation performed by
CalPERS, which is performed annually.

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

Pension Liability: Information on the District’s pension plan, including the District’s share of the net
pension liability, is shown in Note E. The District’s share of the net pension liability at June 30,
2024, the most recent measurement date, was $1,648,210 which is reflected as a liability in the
District’s financial statements as of June 30, 2025.

Other Postemployment Benefits Liability: The other postemployment benefits (OPEB) liability
disclosure in Note F shows the District’s OPEB liability had decreased to $2,591,978 as of June 30,
2025 due to the actuaries increasing the discount rate and changes in assumptions and experience.
The District has budgeted reserve fund balance for retiree health benefits of $3,552,014, but since this
amount has not been deposited in an irrevocable trust to be used for retiree health benefits, this
amount is not permitted to offset the OPEB liability for accounting purposes.
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Assessments: Note H describes the tentative nature of assessments and fees collected under
Proposition 218.
The disclosures in the financial statements are neutral, consistent, and clear.

Difficulties Encountered in Performing the Audit

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

Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified during the
audit, other than those that are trivial, and communicate them to the appropriate level of management.
Management has corrected all such misstatements. In addition, none of the misstatements detected as a
result of audit procedures and corrected by management were material, either individually or in the
aggregate, to the financial statements taken as a whole. One audit adjustment was proposed to reclassify
the purchase of land as a capital asset in fiscal year 2025.

Disagreements With Management

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

Management Representations

We have requested certain representations from management that are included in the management
representation letter dated May 8, 2026.

Management Consultations With Other Independent Accountants

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

Issues Discussed Prior to Retention of Independent Auditors

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

Other Matters

We applied certain limited procedures to the management discussion and analysis, other postemployment
benefits schedule of funding progress, schedule of contributions to the OPEB plan, schedule of the
proportionate share of the net pension liability, schedule of contributions to the pension plan, and
schedule of revenue, expenditures and changes in fund balance - budget and actual — General Fund, which
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are required supplementary information (RSI) that supplements the basic financial statements. Our
procedures consisted of inquiries of management regarding the methods of preparing the information and
comparing the information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We did not audit the RSI and do not express an opinion or provide any assurance on the RSL.

We have been engaged to report on the schedule of expenditures — budget and actual — General Fund,
which accompanies the financial statements, but is not RSL. With respect to the supplementary
information, we made certain inquiries of management and evaluated the form, content, and methods of
preparing the information to determine that the information complies with accounting principles generally
accepted in the United States of America, the method of preparing it has not changed from the prior
period, and the information is appropriate and complete in relation to our audit of the financial statements.
We compared and reconciled the supplementary information to the underlying accounting records used to
prepare the financial statements or to the financial statements themselves.

Restriction on Use

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

INDEPENDENT AUDITOR’S REPORT

To the Board of Trustees
American River Flood Control District
Sacramento, California

Report on the Audit of the Financial Statements
Opinions

We have audited the accompanying financial statements of the governmental activities and each major
fund of the American River Flood Control District (the District), as of and for the year ended June 30,
2025, and the related notes to the financial statements, which collectively comprise the District’s basic
financial statements as listed in the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities and each major fund of the District, as of June
30, 2025, and the respective changes in financial position thereof for the year then ended in accordance
with accounting principles generally accepted in the United States of America.

Basis for Opinions

We conducted our audit in accordance with 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. 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 District 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 opinions.

Change in Accounting Principle

As discussed in Note I to the financial statements, in fiscal year 2025 the District adopted new accounting
guidance, GASBS No. 101, Compensated Absences. Our opinions are not modified with respect to this
matter.

Responsibilities of Management 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, and for 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.
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In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about the District’s ability to continue as a
going concern for twelve months beyond the financial statement date, including any currently known
information that may raise substantial doubt shortly thereafter.

Auditor’s Responsibilities 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 generally accepted auditing
standards 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 generally accepted auditing standards and Government
Auditing Standards, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

o 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.

e 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 District’s internal control. Accordingly, no such opinion is
expressed.

e 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.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the District’s ability to continue as a going concern for a
reasonable period of time.

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.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis, schedule of the proportionate share of the net pension liability, schedule of
contributions to the pension plan, schedule of changes in the total OPEB liability and related ratios, and
analysis and budgetary comparison information on pages 4 to 11 and 34 to 36 be presented to supplement
the basic financial statements. Such information is the responsibility of management and, although not a
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part of the basic financial statements, is required by the Governmental Accounting Standards Board who
considers it to be an essential part of financial reporting for placing the basic financial statements in an
appropriate operational, economic, or historical context. We have applied certain limited procedures to
the required supplementary information in accordance with auditing standards generally accepted in the
United States of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic
financial statements. We do not express an opinion or provide any assurance on the information because
the limited procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the District’s basic financial statements. The schedule of expenditures — budgeted and actual —
General Fund is presented for purposes of additional analysis and is not a required part of the basic
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 basic financial
statements. The information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic financial
statements or to the basic financial statements themselves, and other additional procedures in accordance
with auditing standards generally accepted in the United States of America. In our opinion, the schedule
of expenditures — budgeted and actual — General Fund is fairly stated, in all material respects, in relation
to the basic 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 May 8, 2026,
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 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 District’s 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 the
District’s internal control over financial reporting and compliance.

A ehrarstarro b Waﬂ%, LLAP

May 8, 2026
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Management’s Discussion and Analysis

As management of the American River Flood Control District (District), we are providing readers of the
District’s financial statements this narrative overview and analysis of the financial activities of the District
for the fiscal year ending June 30, 2025. We encourage readers to consider the information presented
here in conjunction with the accompanying financial statements, footnotes, and supplementary
information.

FINANCIAL HIGHLIGHTS FOR FISCAL YEAR 2024/2025

® At the end of the current year, total net position (total assets and deferred outflows of resources less
total liabilities and deferred inflows of resources) of the District was a positive $18.8 million.

* During the year, the District’s net position increased by approximately $280 thousand. The increase
was a result of the District’s governmental activities (flood protection). The District has no business-
type activities to report.

® At the end of the current year, the District’s General Fund reported a total fund balance of $11.9
million, a decrease of $800 thousand from the previous year. The amount of the unassigned fund
balance was $4.0 million, and the remaining $7.9 million was committed by the Board or in
nonspendable form.

¢ The District’s capital asset balance before depreciation was $15.5 million at the end of the year.

¢ The District has recognized a net pension liability in the amount of $1.6 million due to Governmental
Accounting Standards Board Statement (GASB) 68. The liability balance was comparable to the
prior year. See Note E of the basic financial statements.

® The District has recognized a liability in the amount of $2.6 million for post-employment benefits due
to Governmental Accounting Standards Board Statement (GASB) 75. This liability was also
comparable to the prior year balance. See Note F of the basic financial statements.

* Effective July 1, 2024, the District implemented GASB Statement 101, Compensated Absences. This
implementation resulted in an increase in the compensated absences liability and a decrease in total
net position by $74,128 as of July 1, 2024. See Note I of the basic financial statements.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of three parts, Management’s Discussion and Analysis (this section), the Basic
Financial Statements, and Required Supplementary information (RSI). The Basic Financial Statements
include the government-wide financial statements and fund financial statements. The financial statements
also include notes that explain some of the information in the financial statements and provide more
detailed data.

GOVERNMENT-WIDE FINANCIAL STATEMENTS

The government-wide financial statements report information about the District as a whole using
accounting methods similar to those used by private-sector companies. The statement of net position
includes all of the District’s assets, deferred outflows of resources, liabilities, and deferred inflows of
resources with the difference representing net position. Over time, increases or decreases in the District’s
net position are an indicator of whether its financial health is improving or deteriorating.

































































































































