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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 Financial Statements

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,
2017, and the related notes to the financial statements, which collectively comprise the District’s 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 and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States, and the State Controller’s Minimum Audit Requirements for
California Special Districts. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of 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 opinion.



To the Board of Trustees
American River Flood Control District

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities and each major fund of the 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 as well as accounting systems
prescribed by the State Controller’s Office and state regulations governing special districts.

Other Matters
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, other postemployment benefits schedule of funding progress, and
budgetary comparison information on pages 3 to 10 and 32 to 34 be presented to supplement the basic
financial statements. Such information, although not a part of the basic financial statements, is required
by the Govermnmental 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.

Other 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 —
is presented for purposes of additional analysis and is not a required part of the basic financial statements.

This schedule 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. Such 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 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 April 13, 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 and 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 the District’s internal control over
financial reporting and compliance.

S eharotorso b W“ﬂ#z LLP

April 13,2018



AMERICAN RIVER FLOOD CONTROL DISTRICT CALIFORNIA

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, 2017. - 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 2016/2017

* At the end of the current year, total net position (total assets less total liabilities) of the District were a
positive $16.9 million.

¢ During the year, the District’s net position increased by approximately $24,000. 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 $8.9
million. The amount of the unassigned fund balance was $2,894,000, and the remainder was
committed by the Board or in nonspendable form.

¢ The District’s capital asset balance before depreciation was $13.4 million at the end of the year.

® The District entered into a capital lease secured by office equipment during the fiscal year for
$10,000.

® The District has recognized a liability in the amount of $.9 million for a net pension obligation due to
Governmental Accounting Standards Board Statement (GASB) 68. See Note E of the basic financial
statements.

* The District has recognized a liability in the amount of $2.4 million for post-employment benefits.
The liability increased approximately $134,000 from the prior year. See Note F 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 and liabilities, 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.

The government-wide financial statements of the District report on one category, Governmental activities,
as the District has no business-type activities.



AMERICAN RIVER FLOOD CONTROL DISTRICT CALIFORNIA

Management’s Discussion and Analysis (Continued)

Governmental Activities — All of the District’s basic services, which include the maintenance and
operation of a flood control system, are considered to be governmental activities and are included here.

Assessment revenue, maintenance agreements, and investment earnings finance the District’s flood
protection activities.

FUND FINANCIAL STATEMENTS

The fund financial statements provide more detailed information about the District’s significant funds.
The District uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements and to keep track of specific sources of funding and spending for particular purposes.

The District has one kind of fund:

General Fund — All of the District’s basic services are included in the General Fund, which focuses on
how resources flow in and out. The balances remaining at year-end are available for spending. The
governmental fund statement provides a detailed short-term view to determine whether there are more or
fewer financial resources that can be spent in the near future to finance the District’s activities. Because
this information does not encompass the additional long-term focus of the government-wide statements,
we described the relationship between governmental activities and governmental funds through the
reconciliations on pages 14 and 16 and in the notes to the basic financial statements.

NOTES TO BASIC FINANCIAL STATEMENTS

The notes to the basic financial statements provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The notes can
be found beginning on page 17 of this report.

REQUIRED SUPPLEMENTARY INFORMATION

In addition to the Basic Financial Statements and accompanying notes, this report presents certain
required supplementary information (RSI) concerning the District’s pension plan, other postemployment
benefits and budget and actual revenue and expenditures on a budgetary basis. The RSI can be found on
pages 33 to 35 of this report.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net position may serve as a useful indicator of a government’s financial position over
time. The District’s net position was $16.9 million at the close of the most recent fiscal year. Of this
amount $10.8 million is invested in capital assets. The District uses these capital assets to provide flood
protection services. Consequently, these assets are not available for future spending. All remaining net
position is unrestricted. (See Table 1)



AMERICAN RIVER FLOOD CONTROL DISTRICT CALIFORNIA

Management’s Discussion and Analysis (Continued)

Table 1
Statement of Net Position
June 30, 2017 and 2016
(in thousands)

Governmental Activities

2017 2016
Current and other assets ‘ 9,269 $ 8931
Capital assets 10,820 10,965
Total assets 20,089 19,896
Deferred outflow of resources — pensions 248 88
Current liabilities 55 65
Long term Liability
Accrued vacation and sick leave 32 36
Capital lease 8 -
Net pension liability 860 622
Accrual for post-employment benefits 2,363 2,229
Total liabilities 3,318 2,952
Deferred inflow of resources — pensions 91 128
Net position:
Net investment in capital assets 10,811 10,965
Unrestricted net position 6,117 5,939
Total net position 16,928 $ 16,904

Capital Assets, Net of Related Debt

As part of the implementation of GASB Statement No. 34, the District chose to not retroactively
recognize infrastructure assets. GASB Statement No. 34 requires prospective reporting of infrastructure
and allows for retroactive application of assets not previously required to be reported. The District opted
to not record infrastructure assets (predominantly levee improvements) due to the difficulty in obtaining
accurate cost for the levees, many of which were constructed over 50 years ago.

During the fiscal year ended June 30, 2017, there were no major additions to capital assets from levee
improvements; however, during fiscal 2017 three new trucks were acquired at a cost of approximately
$105,000. The District uses these trucks in the maintenance of its levees. Two older trucks were sold, in
which the District realized a gain on sale of approximately $5,000. Also as discussed above, the District
entered into a capital lease secured by office equipment for $10,000.

During 2016, the District purchased a vacant lot for approximately $79,000 in proximity to the levees it
maintains. The purpose was to store material and equipment at the site so it could respond to levee needs
and emergencies in a more efficient manner. However, because of conflicts in obtaining the necessary
permits from the City of Sacramento, the District has not yet been able to use the land for its intended
purpose. The District has begun the effort to grant an easement on the parcel to the State of California to
effectively merge the lot with the adjacent levee parcel. This will enable the intended use of the land since
State levee parcels maintained by the District are not subject to residential zoning restrictions. Conclusion
of the land easement transfer to the State of California is expected in the Spring of 2018.



AMERICAN RIVER FLOOD CONTROL DISTRICT CALIFORNIA

Management’s Discussion and Analysis (Continued)

Restricted Net Position

The District has no restricted net position as of June 30, 2017.

Unrestricted Net Position

The District’s unrestricted net position at June 30, 2017, totaled approximately $6.1 million. The entire
net position balance has been committed by the Board for flood emergency, emergency repairs, future
retiree health benefits, and future capital improvements.

Post Employment Benefits

The District had a fourth actuarial study performed during fiscal year 2017 for its post-employment
benefits indicating that their plan has an unfunded accrued liability balance of $4,165,293 at June 30,
2017. During 2017, the District paid $111,000 against this liability, and recognized an additional
$245,000 in expense to bring the liability to its estimated carrying value at June 30, 2017 of $2,363,145.
The next actuarial study is scheduled to be performed in 2018.

Net Pension Liability

The District implemented GASB 68 during fiscal year 2015, which resulted in the District recording their
share of the unfunded net pension liability of $607,424. During fiscal year 2017, the District contributed
$83,000 for employer required contributions to the pension plan and the unfunded net pension liability
increased $237,500 to $860,019. In addition, the District has recorded deferred outflows and deferred
inflows related to pensions of $247,818 and $91,102, respectively.




AMERICAN RIVER FLOOD CONTROL DISTRICT CALIFORNIA

Management’s Discussion and Analysis (Continued)

Governmental Activities

The following table indicates the changes in net position for the governmental activities.

Table 2
Statement of Activities
Years Ended June 30, 2017 and 2016

(In thousands)
Governmental Activities
2017 2016
Revenues:

Program revenues -

O & M reimbursement agreements § 246 $ 227

General revenues -

Assessments 2,043 2,036
Interest income 108 79
Miscellaneous S 4
Total revenues 2,402 2,346
Expenses:

Flood protection 2,378 2,153
Changes in net position 24 193
Net position — beginning of year 16,904 16,711

Net position — end of year $ 16,928 $ 16,904

The District’s change in net position was $24,000 during the current fiscal year. Overall revenues
increased from $2,346,000 in 2016 to $2,402,000 in 2017. Assessment revenues increased $7,000 and
interest income increased $29,000. Flood protection expenses increased $225,000 from $2,153,000 in
2016 to $2,378,000 in 2017. Major increases in flood protection were a result of increases in levee
maintenance services, emergency preparedness, engineering, and other employee related expenses.

Also during 2017, the District wrote off $101,000 that was believed to be reimbursed from the City of
Sacramento for a bike trail project that occurred in 2015. The bike trail improvements were made on the
District’s levees, and at the time, were to be repaid by the City. The District received notice in 2018 that
the City would not be reimbursing the District for the amount requested because bike trail project costs
that the City attributed to the District exceeded the amount requested.

FINANCIAL ANALYSIS OF THE DISTRICT’S FUNDS

At the fiscal year-end, the District’s governmental funds reported a combined fund balance of
$8.9 million, an increase of $.4 million from the previous year’s fund balance. The current year-end fund
balance consists of $6.0 million in committed funds for emergencies and capital improvements as
follows:



AMERICAN RIVER FLOOD CONTROL DISTRICT CALIFORNIA

Management’s Discussion and Analysis (Continued)

The Board has designated $1.5 million for the Emergency Flood Fight Fund to be used by the District to
initiate a flood emergency response and $1.5 million has been designated for the Emergency Repair Fund.
These funds will be used to initiate immediate repairs to levees damaged during a flood event so that the
District will be better prepared to provide protection should another flood event follow. The Board has
also designated $1.5 million for future retiree health benefits in the Retiree Health Benefits Fund. To fund
improvements on District levees, $1.5 million has been designated for the Capital Outlay Fund.

The remaining $2,894,491 is unassigned and available for spending for flood protection purposes. These
funds are included in the District’s Operation and Maintenance Fund which is used for the annual costs
associated with operating and maintaining the District’s facilities, including administrative costs.

Revenues in the District’s governmental fund (General Fund, which consists of the Board’s four
designated funds), were almost $2.4 million. Assessment revenue of $2.0 million was the major source
(86%) of revenue for the governmental fund. O & M reimbursements accounted for 10% of revenues and
interest income accounted for 5%. Expenditures from the governmental fund were $2.0 million, which
resulted in $415,380 in revenues over expenditures for District operations.

GENERAL FUND BUDGETARY HIGHLIGHTS

Budgetary Summary — Revenues/Financing Sources

Following is a summary of the current year Budget and actual results for the District’s General Fund
revenues and other financing sources. (See Table 3)

Table 3

Revenues and Other Funding Sources — General Fund
Year Ended June 30, 2017

(In thousands)
Variance

Budget Actual From

Amount Amount Final Budget
Assessments $ 2,035 $ 2,041 $ 6
O & M reimbursement agreements 225 227 2
Interest income 75 108 33

§ 2335 § 2376 $ 4]

Changes from Amounts Originally Budgeted

There were no changes made to the original budget.



AMERICAN RIVER FLOOD CONTROL DISTRICT CALIFORNIA

Management’s Discussion and Analysis (Continued)

Actual Revenues/Financing Sources Compared with Final Budget Amounts

Actual revenues and other financing sources recognized by the District’s General Fund were $41,207
more than budget. The variance was primarily due to interest income being approximately $33,000
higher than budget.

Budgetary Summary — Expenditures/Other Financing Uses

Following is a summary of the current year budget and actual results for the District’s General Fund
expenditures. (See Table 4)

Table 4

Expenditures — General Fund
Year Ended June 30, 2017
(in thousands)

Variance
Budget Actual From
Amount Amount Final Budget
Current:
Flood protection
Operations $ 1,414 $ 1,417 $ 3
Administration 548 423 125
Capital outlay 114 121 )
$ 2 3 2 5 115

Changes from Amounts Originally Budgeted

There were no changes made to the original budget.

Actual Expenditures Compared with Final Budget Amount

Actual expenditures from the District’s General Fund were $114,927 less than budgeted. Favorable
variances from budget were noted in administration, including legal, technology and software, election,
and building maintenance expenses.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

At June 30, 2017, the District has $10.8 million invested in capital assets including levees and equipment.
As allowed by GASB Statement No. 34, land and infrastructure have not been included for acquisitions
prior to the implementation of the Standard.



AMERICAN RIVER FLOOD CONTROL DISTRICT CALIFORNIA

Management’s Discussion and Analysis (Continued)

The District’s capital assets increased from the prior fiscal year as shown in Table 5 below:
Table 5

As of As of Increase
June 30, 2017 June 30, 2016 (Decrease)

Land $ 321,463 $ 321463 $ -
Levees and improvements 9,544,047 9,544,047 -
Building 1,763,304 1,763,304 -
Equipment 1,725,927 1,669,885 56,042
Building improvements 9,899 4,836 5,063

$13,364,640 $ 13,303,535 $61,105

During the year, the District acquired three new trucks to assist in the maintenance of its levees. These
trucks cost approximately $105,000. Two older trucks were sold that had an original cost of $52,000, and
resulted in a gain on sale of approximately $5,000. The District also acquired a new alarm system for its
headquarters at a cost of $5,000, and a new office copier under a capital lease for approximately $10,000.
See Note C for more information on the District’s capital assets.

The District depreciates capital assets using the straight-line method over the estimated lives of the assets.
Accumulated depreciation as of June 30, 2017 is $2,544,419.

As of June 30, 2017, the District has designated approximately $1,500,000 for future capital outlay

expenditures.

Debt Administration

As stated above, the District entered into a capital lease for office equipment during the year at a cost of

approximately $10,000. See Note D for more information on the District’s debt.

CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, customers, investors and creditors with a general

overview of the District’s finances and to show the District’s accountability for the money it receives. 1f

you have any questions about this report or need additional information, contact the District office at:
American River Flood Control District

185 Commerce Circle

Sacramento, CA 95815
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AMERICAN RIVER FLOOD CONTROL DISTRICT
STATEMENT OF NET POSITION

June 30, 2017

ASSETS
Cash and investments - Note B $ 8,901,327
Receivables:
Assessments 72,685
Interest 1,751
Due from other agencies 245,577
Other 4,065
Prepaid expenses 43,457
Capital assets, net - Note C 10,820,221
TOTAL ASSETS 20,089,083
DEFERRED OUTFLOWS OF RESOURCES
Pensions 247,818
LIABILITIES
Accounts payable 52,126
Accrued payroll expense 952
Current portion of capital lease 1,775
Long-term liabilities
Accrued vacation and sick leave 31,949
Capital lease 7,823
Net pension liability - Note E 860,019
Accrual for post-employment benefits - Note F 2,363,145
TOTAL LIABILITIES 3,317,789
DEFERRED INFLOWS OF RESOURCES
Pensions 91,102
NET POSITION
Net investment in capital assets 10,810,623
Unrestricted 6,117,387
TOTAL NET POSITION _$ 16.928.010

The accompanying notes are an integral part of these financial statements.
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AMERICAN RIVER FLOOD CONTROL DISTRICT

STATEMENT OF ACTIVITIES

For the Year Ended June 30, 2017

PROGRAM EXPENSES
Governmental activities:
Flood protection

PROGRAM REVENUES
Charges for services

NET PROGRAM EXPENSES

GENERAL REVENUES
Assessments
Interest income

Gain on sale of capital assets
Other

TOTAL GENERAL REVENUES
CHANGE IN NET POSITION

Net position at beginning of year

NET POSITION AT END OF YEAR

The accompanying notes are an integral part of these financial statements.
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$ 2,378,181

245,528

(2,132,653)

2,043,348
107,768
4,608

501

2,156,225

23,572

16,904,438

_$16,928.010_



AMERICAN RIVER FLOOD CONTROL DISTRICT

BALANCE SHEET - GENERAL FUND

June 30, 2017

ASSETS
Cash and cash equivalents
Receivables:
Assessments
Interest
Due from other agencies
Other
Prepaid costs

LIABILITIES, DEFERRED INFLOWS OF
OF RESOURCES AND FUND BALANCES

LIABILITIES
Accounts payable
Accrued payroll expense

DEFERRED INFLOWS OF RESOURCES
Unavailable revenue

FUND BALANCES
Nonspendable
Committed
Unassigned

TOTAL ASSETS

TOTAL LIABILITIES

TOTAL FUND BALANCES

LIABILITIES, DEFERRED INFLOWS OF
RESOURCES AND FUND BALANCES

The accompanying notes are an integral part of these financial statements.
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$ 8,901,327

72,685
1,751
245,577
4,065
43,457

$ 9.268.862

$ 52,126
952
53,078

————

277,836

43,457
6,000,000
2,894,491
8,937,948

_8 9.268862



AMERICAN RIVER FLOOD CONTROL DISTRICT

RECONCILIATION OF THE BALLANCE SHEET TO THE GOVERNMENT-WIDE
STATEMENT OF NET POSITION — GENERAL FUND

June 30, 2017

Fund balance - total governmental funds, June 30, 2017 $ 8,937,948

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

Capital assets used in governmental activities are not current
financial resources and therefore are not reported in the funds:
Governmental capital assets $ 13,364,640
Less: accumulated depreciation (2,544,419) 10,820,221

Pension differences will reduce the pension liability in the future
and are reported as deferred outflows of resources on the
statement of net position. 247,818

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

Accrued vacation and sick leave (31,949)
Capital lease (9,598)
Net pension liability (860,019)
Accrual for post-employment benefits (2,363,145)

Employee pension differences to be recognized in the future as
pension expense are reported as deferred inflows of resources
on the statement of net position. (91,102)

Some revenues are not recognized in governmental funds because
they do not represent current financial resources that are
recognized in the Statement of Activities:

Unavailable revenue 277,836
Net position - governmental activities, June 30, 2017 $16.928.010

The accompanying notes are an integral part of these financial statements.
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AMERICAN RIVER FLOOD CONTROL DISTRICT

STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE — GENERAL FUND

For the Year Ended June 30, 2017

REVENUES
Assessments
O & M reimbursements
Use of money

Other revenues
TOTAL REVENUES

EXPENDITURES
Current:

Flood protection
Maintenance and operations
Administration

Debt service

Principal

Interest payments

Capital outlay
TOTAL EXPENDITURES

EXCESS OF REVENUES OVER EXPENDITURES
OTHER FINANCING SOURCES

Proceeds from sale of capital assets

Issuance of capital lease
OTHER FINANCING SOURCES

NET CHANGE IN FUND BALANCE

Fund balance at beginning of year

FUND BALANCE AT END OF YEAR

The accompanying notes are an integral part of these financial statements.
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$ 2,041,097
226,841
107,768

501

2,376,207

1,416,779
422,930

144
39
120,935

1,960,827

415,380

4,608
9,742
14,350

429,730

8,508,218

S 8937.048



AMERICAN RIVER FLOOD CONTROL DISTRICT

RECONCILIATION OF THE STATEMENT OF
REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
TO THE GOVERNMENT-WIDE STATEMENT OF ACTIVITIES -

GENERAL FUND

For the Year Ended June 30, 2017

Net change in fund balance - total governmental funds for the year
ended June 30, 2017 $ 429,730

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

Governmental funds report capital outlay as expenditures. In the
statement of activities, however, the cost of those assets are
allocated over their estimated useful lives as depreciation expense.

Capital outlay $ 120,935
Depreciation expense (266,246) (145,311)

Revenues and expenses in the Government-wide Statement
of Activities that do not provide current financial resources are
not reported as revenues and expenses in the governmental funds.

Change in accrual for post-employment benefits (134,244)
Change in unavailable revenue (80,528)
Change in accrued vacation and sick leave 4,379
Issuance of capital lease (9,742)
Principal payments on capital lease 144
Change in deferred outflows of resources related to employee pensions 159,981
Change in employee net pension obligation (237,500)
Change in deferred inflows of resources related to employee pensions 36,663
Change in net position - governmental activities for the year ended June 30, 2017 $ 23572

The accompanying notes are an integral part of these financial statements.
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AMERICAN RIVER FLOOD CONTROL DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS

June 30, 2017

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the American River Flood Control District (District) have been prepared in
conformity with accounting principles generally accepted in the United States of America as applied to
government units. The Governmental Accounting Standards Board (GASB) is the accepted standard
setting body for establishing governmental accounting and financial reporting principles. The most
significant accounting policies of the District are described below.

Background: The District was formed under an Act of the Legislature of the State of California in 1927.
The District is governed under a Board of Trustees and operates and maintains levees in Sacramento
County.

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

The statement of activities demonstrates the degree to which the direct expenses of a given function or
segment are offset by program revenues. Direct expenses are those that are clearly identifiable with a
specific function or segment. Program revenues include: 1) charges to customers who purchase, use, or
directly benefit from goods, services, or privileges provided by a given function or segment and 2) grants
and contributions that are restricted to meeting the operational or capital requirements of a particular
function or segment. Interest and other items not properly included among program revenues are reported
instead as general revenues.

The government-wide financial statements are reported using the economic resources measurement focus
and the accrual basis of accounting. Revenues are recorded when eamed and expenses are recorded when
a liability is incurred, regardless of the timing of related cash flows.

When both restricted and unrestricted resources are available for use, it is the District’s policy to use
restricted resources first, then unrestricted resources as they are needed.

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

Governmental fund financial statements are 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. For this purpose, the
District considers all revenues other than reimbursement revenues to be available if they are collected
within 60 days of the end of the current fiscal period. For reimbursement revenues, amounts collected
within 180 days of the end of the current fiscal period are considered available. Amounts not received
within the 60 or 180 day availability period are reported as deferred inflows of resources. Expenditures
generally are recorded when a liability is incurred, as under accrual accounting. Payable balances consist
primarily of payables to vendors.
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Tax assessment revenues, reimbursement revenues and interest earnings associated with the current fiscal
period are all considered to be susceptible to accrual and so have been recognized as revenues of the
current fiscal period. All other revenue items are considered to be measurable and available only when
cash is received by the District.

The District reports the following major governmental fund:

General Fund — The General Fund is the general operating fund of the District and accounts for
revenues collected to provide services and finance the fundamental operations of the District. The
Fund is charged with all costs of operations.

Budgets: Budgets are adopted on a basis consistent with generally accepted accounting principles and in
accordance with the District’s policies and procedures. Budgetary control is exercised by major object.
Budgetary changes, if any, during the fiscal year require the approval of the District’s Board of Trustees.
Unencumbered budget appropriations lapse at the end of the fiscal year.

Prepaid Costs: Certain payments to vendors reflect costs applicable to future accounting periods and are
recorded as prepaid costs in both government-wide and fund financial statements. Prepaid costs and
deposits are reported in the fund financial statements as nonspendable fund balance to indicate they do not
constitute resources available for appropriation.

Capital Assets: Capital assets for governmental fund types are not capitalized in the funds used to acquire
or construct them. Capital acquisitions are reflected as expenditures in the govenmental fund, and the
related assets are reported in the government-wide financial statements. Capital assets owned by the
District are stated at historical cost or estimated historical cost, if actual historical cost is not available.
Contributed capital assets are recorded at their estimated fair market value at the time received. Capital
assets are depreciated using the straight-line method over the estimated useful lives.

Levees and improvement 100 years
Construction equipment and mowers 7-10 years
Vehicles 7 years
Shop and levee maintenance equipment 7-10 years
Office equipment and furniture 5-10 years
Computers and accessories S years
Building improvements 10 years
Buildings 30 years

The District’s capitalization threshold is $1,000 with no minimum for infrastructure assets and other real
property. Maintenance and repairs are charged to operations when incurred. Betterments and major
improvements that significantly increase the values, change capacities, or extend the useful lives are
capitalized. Upon sale or retirement of fixed assets, the cost and the related accumulated depreciation, as
applicable, are removed from the respective accounts and any resulting gain or loss is included in the
results of operations.

Accrued Vacation and Sick Leave: The District’s policies regarding vacation and sick leave permit
employees to accumulate earned, but unused vacation and sick leave. The District’s policy for sick-pay
states that upon retirement, an employee may be paid one-third (up to a maximum of 400 hours) of their
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accumulated unused sick leave balance. The remaining balance of the employees’ sick leave is then
available for service credit under the District’s pension plan. Alternatively, the employees may elect to use
their entire balance of accumulated unused sick leave for service credit under the District’s pension plan.
All vacation and an estimate of the probable sick leave pay-out is accrued when incurred. A liability for
these amounts is reported in governmental funds only if they have matured, for example, as a result of
employee resignations and retirements. The General Fund is used to liquidate compensated absences. All
of the accrued vacation and sick leave is considered long-term.

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

Net Investment in Capital Assets — This category groups all capital assets into one component of net
position. Accumulated depreciation reduces the balance in this category.

Restricted Net Position — This category presents external restrictions imposed by creditors, grantors,
contributors, or laws and regulations of other governments and restrictions imposed by law through
constitutional provisions or enabling legislation. The District does not have any restricted net position.

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

Fund Equity: In the General Fund financial statements, the District reports the following fund balances:

Non-spendable fund balances are not expected to be converted to cash within the next operating cycle
and are typically comprised of prepaid costs.

Committed fund balances include amounts that can be used only for specific purposes determined by a
formal action of the Board. The Board has authority to establish, modify, or rescind a fund balance
commitment through a resolution of the Board.

Unassigned fund balance is the residual classification for the District’s funds and includes all
spendable amounts not contained in the other classifications.

The District’s committed or unassigned amounts are considered to have been spent when an expenditure is
incurred for purposes for which amounts in any of those unrestricted fund balance classifications could be
used. Committed fund balances consist of the following:

Capital Outlay Projects Fund — To accumulate funds for future capital projects. Such projects
represent capital improvement projects to repair damaged levees, improve the reliability of the system
and/or increase the District’s ability to monitor the system and respond in a flood emergency. As of
June 30, 2017, $1,500,000 has been designated by the Board.

Emergency Repair Fund — Funds designated for necessary repairs due to substantial damage from high
flows. As of June 30,2017, $1,500,000 has been designated by the Board.

Emergency Flood Fight Fund — Funds designated to fight flood emergencies and to help prevent the
need for future special assessments. As of June