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To the Board of Commissioners  
Knights Landing Ridge Drainage District  
Grimes, California

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 the major fund of the District as of December 31, 2015,
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.

Emphasis of Matter

As described in Note 1M to the financial statements, in 2015, the District implemented Governmental
Accounting Standards Board (GASB) Statements No. 68 and 71.  Our opinion is not modified with respect
to these matters.

Other Matters

Required Supplementary Information  
Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and budgetary comparison information  as listed in the table of contents be presented
to supplement the basic financial statements.  Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board who considers it to be an essential
part of financial reporting for placing the basic financial statements in an appropriate operational, economic,
or historical context.  We have applied certain limited procedures to the required supplementary information
in accordance with auditing standards generally accepted in the United States of America, which consisted
of inquiries of management about the methods of preparing the information and comparing the information
for consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements.  We do not express an opinion or
provide any assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

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

 The introductory section has not been subjected to the auditing procedures applied in the audit of the basic
financial statements, and accordingly, we do not express an opinion or provide any assurance on it.
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This section of Knights Landing Ridge Drainage District’s (District) Annual Financial Report presents a 

discussion of the District’s financial performance during the year ended December 31, 2015. Please read it in 

conjunction with the District’s basic financial statements following this section. 

 

FINANCIAL HIGHLIGHTS 
 

 The assets of the Governmental Activities of the District exceeded its liabilities at the close of the 

fiscal year by $554,027 (net position).  Of this amount, $481,166 (unrestricted net position) may be 

used to fund programs and activities of the District and $62,861 is investment in capital assets. 
 

 As of December 31, 2015, the District’s general fund reported an ending fund balance of ($225,933) 

a decrease of $1,113,905 compared to the prior year.   
 

 The liabilities of the District include a long term loan balance as of December 31, 2015 of 

$1,006,500 which matures on December 31, 2016. The loan covers timing of payments and 

reimbursements for the Mid Valley Levee Reconstruction project. 

 

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: 1) Government-

wide Financial Statements; 2) Fund Financial Statements; and 3) Notes to the Basic 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 presents information on all of the District’s assets and liabilities, with the 

difference between the two reported as net position. Over time, increases or decreases in net position may 

serve as a useful indicator of whether the financial position of the District is improving or deteriorating. 

 

The Statement 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 assessments). 

 

The government-wide financial statements can be found on pages 9-10 of this report. 

 

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 any other state and 

local government, uses fund accounting to ensure and demonstrate compliance with finance-related legal 

requirements. The fund of the District is reported in the governmental category. 

 

Governmental funds are used to account for essentially the same functions reported as governmental 

activities in the government-wide financial statements. However, unlike the government-wide financial 

statements, governmental fund financial statements focus on near-term inflows and outflows of spendable 

resources, as well as on balances of spendable resources available at the end of the fiscal year. Such 

information may be useful in evaluating the District’s near-term financing 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 financing decisions.  
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Both the governmental funds balance sheet and the governmental funds statement of revenues, expenditures 

and changes in fund balance provide reconciliation to facilitate this comparison between governmental funds 

and governmental activities. 

 

The District maintains one general fund.  Information is presented separately in the governmental funds 

balance sheet and in the governmental funds statement of revenues, expenditures and changes in fund 

balance for the General Fund which is considered to be a major fund. The governmental funds financial 

statements can be found on pages 11-14 of this report. 

 

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 on pages 15-24 of this report. 

 

Required Supplementary Information consists of the District’s General Fund budgetary comparison 

schedule to demonstrate compliance with the District’s adopted budget. The required supplementary 

information can be found on pages 25-26 of this report. 

 

GOVERNMENT-WIDE FINANCIAL ANALYSIS 

 

This analysis focuses on the net position and changes in net position of the District as a whole. 

 

Of the District’s total net position, approximately 88% is unrestricted net position that may be used to fund 

District programs and 12% is invested in capital assets. 

The District’s net position as of December 31, 2015, was comprised of the following: 

 Cash and investments comprised $3,253,752 or 64% of total assets.  The remaining 36% is comprised of 

assessments receivable, amounts due from other governments, prepaid costs and capital assets. 

 Liabilities are comprised of accounts payable, retention payable and long term liabilities due within one 

year. 

  

2015 2014 Variance % Change

Assets:

Current and other assets  $    5,032,378  $    1,248,228 3,784,150$    303.16%

Capital assets              62,861              62,861 -                       0.00%

Total assets         5,095,239         1,311,089         3,784,150 303.16%

Liabilities:

Current liabilities         3,544,712              30,951 3,513,761       11352.66%

Long-term liabilities         1,006,500                         - 1,006,500       100.00%

Total liabilities         4,551,212              30,951         4,520,261 14604.57%

Net Position:

Investment in capital assets 62,861            62,861            -                       0.00%

Unrestricted            481,166         1,217,277 (736,111)        -60.47%

Total net position  $        544,027  $    1,280,138  $      (736,111) -57.50%

Net Position

December 31
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The following table shows the revenues, expenses and changes in net position: 

 

 
Net position decreased by ($736,111) during the fiscal year.   

 

As shown above, $5,693,287, or 99.88%, of the District’s revenue derived from the program revenues, while 

$6,690, or .12%, derived from general revenues. 

 

Program revenues are comprised of assessment fees charged to property owners within the District and grant 

funds from the State of California. 

 

General revenues are not allocable to programs, but are used to pay for the net costs of governmental 

programs. 

 

The increase in program revenues is attributable to an increase in assessments and grant funds. The increase 

in general revenues is due to the interest earned on the increased program revenues held with Yolo County. 

 

FINANCIAL ANALYSIS OF THE DISTRICT’S FUND 

 

As noted earlier, the District uses fund accounting to ensure and demonstrate compliance with finance-

related legal requirements. 

 

Governmental funds. The general government functions are contained in the General Fund. The focus of the 

District’s governmental funds is to provide information on near-term inflows, outflows, and balances of 

spendable resources. Such information is useful in assessing the District’s financing requirements. In 

particular, unrestricted fund balance (assigned and unassigned) may serve as a useful measure of a 

government’s net resources available for spending at the end of the fiscal year. 

 

 

2015 2014 Variance % Change

Program Revenues:

Operating Grant & Contributions 5,358,057$    566,718$        4,791,339$    845.45%

Charges for services 335,232          337,298          (2,066)             -0.61%

Total program revenues 5,693,289       904,016          4,789,273       529.78%

General Revenues:

Interest and investment earnings 6,690              1,655              5,035              304.23%

Total general revenues 6,690              1,655              5,035              304.23%

Total revenues 5,699,979       905,671          4,794,308       5.29                 

Program Expenses:

General government 6,436,080       516,022          5,920,058       1147.25%

Interest on long-term debt 10                    -                       10                    100.00%

Total expenses 6,436,090       516,022          5,920,058       1147.25%

Change in net position (736,111)        389,649          (1,125,760)     -288.92%

Net position - beginning 1,280,138       890,489          389,649          38.14%

Net position - ending 544,027$        1,280,138$    (736,111)$      -61.41%

Changes in Net Position

For the Year Ended December 31
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The following table presents the amount of revenue from various sources: 
 

 
 

The increase in revenues during the fiscal year can be attributed to the increase of intergovernmental 

revenues in the amount of $3,736,350. 

 

The following table presents General Fund expenditures: 
 

 
The $5,920,068 net increase in expenditures during the fiscal year can be attributed to the increase in 

maintenance project expenditures. 

 

CAPITAL ASSETS AND DEBT ADMINISTRATION 
 

Capital Assets 
 

The District’s investment in capital assets as of December 31, 2015 was as follows: 
 

 

Revenues Classified by Source

General Fund

2015 2014 Variance % Change

Revenues by Source:

Assessments 335,232$        333,836$        1,396$            0.42%

Use of money 6,690              1,655              5,035              304.23%

Intergovernmental revenue 3,973,763       237,413          3,736,350       1573.78%

Other revenue -                       3,462              (3,462)             -100.00%

Total Revenues 4,315,685$    576,366$        3,739,319$    648.78%

Expenditures 

General Fund

2015 2014 Variance % Change

Expenditures:

  Current General Government:

 Trustee fees 919$               587$                         332$               56.56%

 Insurance 3,173              2,968                        205                  6.91%

 Legal and professional fees 3,101              3,372                        (271)                -8.04%

 Office 31,180            29,530                      1,650              5.59%

 Office rent and supplies 925                  886                           39                    4.40%

 Memberships 4,975              4,481                        494                  11.02%

 Weed spraying 5,015              1,969                        3,046              154.70%

 Rodent control 329                  514                           (185)                -35.99%

 Levee roads 2,513              3,044                        (531)                -17.44%

 Maintenance projects 6,371,318       455,376                   5,915,942       1299.13%

 Levee maintenance 12,632            13,295                      (663)                -4.99%

  Debt Service:

 Interest 10                    -                                10                    100.00%

Total Expenditures 6,436,090$    516,022$                 5,920,068$    1147.25%

Capital Assets at End of Fiscal Year  
 

2015 2014

                                   Land 62,861$          62,861$                   

                                 Total 62,861$          62,861$                   
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Additional information about the District’s capital assets is presented in Note 3 to the financial statements. 
 
Debt Administration 
 
The District had debt proceeds of $1,006,500 at December 31, 2015. This debt is interim funding for Mid 
Valley Levee Reconstruction project and the maturity date is December 31, 2016. 

 

GENERAL FUND BUDGETARY HIGHLIGHTS 
 
The District’s budget is customarily presented to and adopted by the Board of Commissioners. The Board of 
Commissioners approved the preliminary budget for fiscal year 2015 in December 2014.  Subsequent to the 
adoption of the annual budget, the budget was reviewed and necessary budget adjustments were approved by 
the Board of Commissioners.   
 
The General Fund preliminary budget approved in December 2014 for fiscal year 2015 estimated $572,336 

in revenue sources and allocated $540,062 in appropriations.  During the fiscal year, the budget for 

maintenance projects was amended.  Actual collections of revenues for the fiscal year amounted to 

$4,315,685 and actual expenditures incurred amounted to $6,436,090.   

 

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET 
 

The primary function of the District continues to be the maintenance of approximately 13 miles of levees.   

 

On October 1, 1999, the District entered into a Local Project Cooperation Agreement (LPCA) with The 

Reclamation Board (now the Central Valley Flood Protection Board) of the State of California for 

reconstruction of a portion of the Ridge Cut levee under the Mid-Valley Area – Phase III Reconstruction 

Project.  The federally led work has been substantially delayed due largely to inconsistent federal funding. 

Due to the federal funding challenges, the Board decided to change the approach to completing the project.  

The District submitted, and has contracted to fund the Project through the State’s Early Implementation 

Program (EIP).  Although this will change the District’s cost share from 7.5% to 15%, it is believed that the 

project has a much higher chance of success and that the cost increase will be at least partially mitigated by a 

reduction in total cost.  In 2012, the District landowners approved an increase in assessments to fund the 

increased local cost share of the project.  The Board then issued a Request for Proposals and selected a 

project management team led by Barry O’Regan, KSN Inc. to assist in executing the Project.    In 2015, the 

District completed 99% of the levee improvement project with only punch list items remaining for 

completion. The District anticipates total completion of the project during 2016.   

 

As a result of the District’s federal Periodic Inspection, the Corps of Engineers has officially removed the 

basins formed in part by the left and right bank of the Knights Landing Ridge Drainage District from being 

eligible for PL 84-99 rehabilitation assistance.  The District is cooperating with its adjacent levee Districts to 

reinstate this eligibility through completion of a System-Wide Investment Framework (SWIF) that will 

prioritize efforts to improve the levees to the required Corps standards.  The District submitted a 1-year 

progress report in early 2016 that was accepted by the Corps and will complete the SWIF in early 2017 

which will prioritize the actions and address the funding requirements. 

 

CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT 

 

This financial report is designed to provide a general overview of the District’s finances and to show the 

District’s accountability for the money it receives. Questions concerning any of the information provided in 

this report or requests for additional financial information should be addressed to Knights Landing Ridge 

Drainage District, P.O. Box 50, Grimes, CA 95950 and telephone (530)437-2221. 
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KNIGHTS LANDING RIDGE DRAINAGE DISTRICT

Statement of Net Position

December 31, 2015

Total
Governmental

Activities
ASSETS
       Cash and investments 3,253,752$    
       Receivables:
          Assessments 60,712           
          Due from other governments 1,713,599      
       Prepaid costs 4,315             
       Capital assets:
          Non-depreciable 62,861           
               Total capital assets 62,861           

                 Total Assets 5,095,239      

LIABILITIES
       Accounts payable 3,284,988      
       Retention payable 259,724         
       Long-term liabilities:
          Due within one year 1,006,500      

                 Total Liabilities 4,551,212      

NET POSITION
       Investment in capital assets 62,861           
       Unrestricted 481,166         

                 Total Net Position 544,027$       

 

The notes to the basic financial statements are an integral part of this statement.
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KNIGHTS LANDING RIDGE DRAINAGE DISTRICT

Statement of Activities

For the Year Ended December 31, 2015

Net (Expense)
Revenue and
Changes in

Program Revenues  Net Position
Operating  Capital Total

Charges for Grants and Grants and Governmental
Functions/Programs: Expenses Services Contributions Contributions Activities
       Governmental activities:
          General government 6,436,080$    335,232$       5,358,057$    -$                  (742,791)$     
          Interest on long-term debt 10                  -                    -                    -                    (10)                

                 Total Governmental Activities 6,436,090      335,232         5,358,057      -                    (742,801)       

                 Total 6,436,090$    335,232$       5,358,057$    -$                  (742,801)       

General revenues:
    Interest and investment earnings 6,690             

            Total General Revenues 6,690             

            Change in Net Position (736,111)       

Net Position - Beginning                                                 1,280,138      

Net Position - Ending                                                                                                                                                                                                                                            544,027$       

The notes to the basic financial statements are an integral part of this statement.
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KNIGHTS LANDING RIDGE DRAINAGE DISTRICT

Balance Sheet

Governmental Fund

December 31, 2015

General
ASSETS
       Cash and investments 3,253,752$   
       Receivables:
          Assessments 60,712          
          Due from other governments 1,713,599     
       Prepaid costs 4,315            

                 Total Assets 5,032,378$   

LIABILITIES
       Accounts payable 3,284,988$   
       Retention payable 259,724        

                 Total Liabilites 3,544,712     

DEFERRED INFLOWS OF RESOURCES
       Unavailable revenues 1,713,599     

                 Total Deferred Inflows of Resources 1,713,599     

FUND BALANCES
       Nonspendable 4,315            
       Unassigned (230,248)       

                 Total Fund Balance (225,933)       

                 Total Liabilities, Deferred Inflows of Resources, and Fund Balance 5,032,378$   

The notes to the basic financial statements are an integral part of this statement.
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KNIGHTS LANDING RIDGE DRAINAGE DISTRICT

Reconciliation of the Governmental Fund Balance Sheet to the 

Government-Wide Statement of Net Position - Governmental Activities

December 31, 2015

Total Fund Balance - Total Governmental Fund (225,933)$     

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

Capital assets used in governmental activities are not financial resources and therefore are not
 reported in the governmental fund balance sheet. 62,861          

Other long term assets are not available to pay for current period expenditures and, therefore,
 are reported as unavailable revenues in the governmental funds. 1,713,599     

Certain liabilities are not due and payable in the current period and therefore, are not reported
 in the governmental funds.
    Loans payable (1,006,500)    

Net Position of Governmental Activities 544,027$      

The notes to the basic financial statements are an integral part of this statement.
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KNIGHTS LANDING RIDGE DRAINAGE DISTRICT

Statement of Revenues, Expenditures, and

Changes in Fund Balance

Governmental Fund

For the Year Ended December 31, 2015

General
REVENUES
       Assessments 335,232$      
       Use of money and property 6,690            
       Intergovernmental revenue 3,973,763     

4,315,685     

EXPENDITURES
       Current general government:
          Trustee fees 919               
          Insurance 3,173            
          Legal and professional fees 3,101            
          Office 31,180          
          Office rent and supplies 925               
          Memberships 4,975            
          Weed spraying 5,015            
          Rodent control 329               
          Levee roads 2,513            
          Maintenance projects 6,371,318     
          Levee maintenance 12,632          
       Debt service:
          Interest 10                 

                 Total Expenditures 6,436,090     

                 Excess of Revenues Over (Under) Expenditures (2,120,405)    

OTHER FINANCING SOURCES (USES)
       Debt proceeds 1,006,500     

                 Total Other Financing Sources (Uses) 1,006,500     

                 Net Change in Fund Balance (1,113,905)    

Fund Balance - Beginning 887,972        

Fund Balance - Ending (225,933)$     

The notes to the basic financial statements are an integral part of this statement.
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KNIGHTS LANDING RIDGE DRAINAGE DISTRICT

Reconciliation of the Statement of Revenues, Expenditures, and

Changes in Fund Balance of the Governmental Fund to the 

Government-Wide Statement of Activities - Governmental Activities

For the Year Ended December 31, 2015

Net Change in Fund Balance - Total Governmental Fund (1,113,905)$   

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

Debt proceeds provide current financial resources to governmental funds, but issuing debt increases
long-term liabilities in the statement of net position.  Repayment of principal is an expenditures in the
governmental funds, but the repayment reduces long-term liabilities in the statement of net position.

Debt proceeds (1,006,500)     

Some revenues reported in the statement of activities will not be collected for several months after
the District's year end and do not provide current financial resources and therefore are not reported
as revenues in the governmental funds.

Change in unavailable revenues 1,384,294      

Change in Net Position of Governmental Activities (736,111)$      

The notes to the basic financial statements are an integral part of this statement.
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KNIGHTS LANDING RIDGE DRAINAGE DISTRICT
Notes to Basic Financial Statements

For the Year Ended December 31, 2015

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Reporting Entity

The Knights Landing Ridge Drainage District is located in Yolo and Colusa counties and serves an area of
approximately 71,800 acres. The District was organized under an act of the California Legislature, effective
August 10, 1913, by Chapter 99 of the 1913 Statutes. The District operates under a Board of Commissioners
form of government and provides levee maintenance.

Generally accepted accounting principles require government financial statements to include the primary
government and its component units.  Component units of a governmental entity are legally separate entities
for which the primary government is considered to be financially accountable and for which the nature and
significance of their relationship with the primary government are such that exclusion would cause the
combined financial statements to be misleading.  The primary government is considered to be financially
accountable if it appoints a majority of an organization’s governing body and is able to impose its will on
that organization or there is a potential for the organization to provide specific financial benefits to or impose
specific financial burdens on the primary government.

Component Units

Based on the application of the criteria set forth by the Governmental Accounting Standards Board,
management has determined that there are no component units of the District.  

Joint Agencies

The District is a member of the  Association of California Water Agencies - Joint Powers Insurance
Authority (JPIA).  The JPIA began operations on October 1, 1979, and has continued without interruption
since that time. The JPIA is composed of member water agencies and is governed by a board of directors
appointed by the member districts. The governing board has authority over budget and financing. The JPIA
is empowered to bill for and recover the amount of any deficit at the end of the fiscal year in which it occurs
should further contributions on the part of the deficit member be insufficient to cure the deficit. Complete
audited financial statements can be obtained at the Agency’s office: 2100 Professional Drive, Roseville,
California, 95661-3700.  The District is not financially accountable for this organization and therefore it is
not a component unit under Statement Nos. 14, 39, and 61 of the Governmental Accounting Standards Board.

B. Basis of Presentation

Government-Wide Financial Statements

The statement of net position and statement of activities display information on all of the activities of the
District.  These statements include the financial activities of the overall District.  These statements report the
governmental activities of the District, which are normally supported by assessments.  The District had no
business-type activities at December 31, 2015.
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KNIGHTS LANDING RIDGE DRAINAGE DISTRICT
Notes to Basic Financial Statements

For the Year Ended December 31, 2015

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

B. Basis of Presentation (Continued)

Government-Wide Financial Statements (Continued)

The statement of activities presents a comparison between 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 and services offered by the program, 2) operating grants
and contributions, and 3) capital grants and contributions.  Taxes and other items not properly included
among program revenues are reported instead as general revenues.

Fund Financial Statements

Fund financial statements of the District are organized into one fund, which is considered to be a separate
accounting entity.  The fund is accounted for by providing a separate set of self-balancing accounts that
constitute its assets, liabilities, fund equity, revenues and expenditures.  The fund of the District is organized
into the governmental category.  The emphasis is placed on major funds within the governmental category.
  
The District reports the following major governmental fund:

• The General fund is used to account for all revenues and expenditures necessary to carry out basic
governmental activities of the District.

C. Basis of Accounting and Measurement Focus

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 flows take place.  Nonexchange transactions,
in which the District gives (or receives) value without directly receiving (or giving) equal value in exchange,
include grants, entitlements, and donations.  Under the accrual basis, revenue from assessments is recognized
in the fiscal year for which the assessments are levied.  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.
Assessments, interest, certain state and federal grants and charges for services are considered susceptible to
accrual and are accrued when their receipt occurs within sixty days after the end of the fiscal year.
Expenditures are generally recorded when a liability is incurred, as under accrual accounting.  However, debt
service expenditures as well as expenditures related to claims and judgments are recorded only when
payment is due.  General capital asset acquisitions are reported as expenditures in the governmental funds. 
Proceeds of governmental long-term debt and acquisitions under capital leases are reported as other financing
sources.

D. Non-Current Governmental Assets/Liabilities

Non-current governmental assets and liabilities, such as capital assets and long-term liabilities, are reported
in the governmental activities column in the government-wide statement of net position.
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KNIGHTS LANDING RIDGE DRAINAGE DISTRICT
Notes to Basic Financial Statements

For the Year Ended December 31, 2015

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

E. Cash and Investments

The District pools all cash and investments, other than a bank deposit account, with the County of Yolo.  The
Yolo County Treasury is an external investment pool for the District and the District is considered an
involuntary participant.  The District’s share in the pool is displayed in the accompanying financial
statements as cash and investments.                                                               

Participant’s equity in the investment pool is determined by the dollar amount of participant deposits,
adjusted for withdrawals and distributed investment income.  Investment income is determined on the
amortized cost basis.  Amortized premiums and accreted discounts, accrued interest, and realized gains and
losses, net of expenses, are apportioned to pool participants every quarter based on the participant’s average
daily cash balance at quarter end in relation to the total pool investments.  This method differs from the fair
value method used to value investments in these financial statements.  In these financial statements, the fair
value of the District’s investments in the pool was based on unaudited quoted market values as provided by
the County Treasurer.  The pool has not provided or obtained any legally binding guarantees during the
period to support the value of the investments.

The County has established a treasury oversight committee to monitor and review the management of public
funds maintained in the investment pool in accordance with the County investment policy and the California
Government Code.  The oversight committee and the Board of Supervisors review and approve the
investment policy annually.  The County Treasurer prepares and submits a comprehensive investment report
to the members of the oversight committee and the Board of Supervisors every month.  The report covers
the type of investments in the pool, maturity dates, par value, actual cost and fair value.

Required disclosure information regarding categorization of investments and other deposit and investment
risk disclosures can be found in the County’s financial statements.  The County of Yolo’s financial
statements may be obtained by contacting the County of Yolo Auditor Controller’s office at 625 Court Street,
Room 102, Woodland, CA 95695.

F. Receivables

Receivables for governmental activities consist mainly of assessments and intergovernmental. Management
believes its receivables are fully collectible and, accordingly, no allowance for doubtful accounts is required. 
 
G. Other Assets

Inventory

Inventories are recorded as expenditures at the time the inventory is purchased rather than when consumed. 
Records are not maintained of inventory and supplies on hand, although these amounts are not considered
material. 

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.  The cost of prepaid items is recorded as
expenditures when consumed rather than when purchased.
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KNIGHTS LANDING RIDGE DRAINAGE DISTRICT
Notes to Basic Financial Statements

For the Year Ended December 31, 2015

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

H. Capital Assets

Capital assets are recorded at historical or estimated historical cost if actual historical cost is unavailable. 
Contributed capital assets are recorded at their estimated fair market value at the date of donation.

Maintenance and repairs are charged to operations when incurred.  Betterments and major improvements
which significantly increase values, change capacities or extend useful lives are capitalized.  Upon sale or
retirement of capital assets, the cost and related accumulated depreciation are removed from the respective
accounts and any resulting gain or loss is included in the results of operations.  The levees which the District
maintains are owned by the State of California and are not recorded as a capital asset of the District and
therefore, the maintenance projects are not capitalized.  As of December 31, 2015, the District owned land
but had no depreciable capital assets.

I. Compensated Absences and Postemployment Benefits

The District does not have employees and consequently does not provide compensated absences or
postemployment benefits.  

J. Deferred Outflows/Inflows of Resources

In addition to assets, the statement of financial position will sometimes report a separate section for deferred 
outflows of resources.  This separate financial statement element, deferred outflows of resources, represents 
a consumption of net position that applies to a future period and so will not be recognized as an outflow of 
resources (expense/expenditure) until then.  At December 31, 2015, the District did not have any deferred
outflows of resources. 

In addition to liabilities, the statement of financial position will sometimes report a separate section for
deferred inflows of resources.  This separate financial statement element, deferred inflows of resources,
represents an acquisition of net position that applies to a future period and so will not be recognized as an
inflow of resources (revenue) until that time.  The government has only one type of item, which arises only
under the modified accrual basis of accounting, that qualifies for reporting in this category.  Accordingly,
the item, unavailable revenue, is reported only in the governmental funds balance sheet.  The governmental
funds report unavailable revenues for receivables that have not been received within the modified accrual
period. These amounts are deferred and recognized as an inflow of resources in the period that the amounts
become available.

K. Assessment Revenue  

An assessment of .773 cents per one hundred dollars of assessment valuation (with a twenty-five dollar
minimum assessment) was levied upon each separately assessed parcel of land within the District and an in
lieu assessment on the Tract 6 land in Reclamation District 108.  

Colusa and Yolo County assess properties, bill, collect, and distribute assessments to the District.

Assessments are due in two installments (secured roll) on November 1 and March 1 and subject to late
payment penalties if paid after December 10 and April 10, respectively.
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KNIGHTS LANDING RIDGE DRAINAGE DISTRICT
Notes to Basic Financial Statements

For the Year Ended December 31, 2015

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

L. Estimates

The preparation of basic financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that affect certain
reported amounts  and disclosures.  Accordingly, actual results could differ from those estimates.

M. Implementation of Governmental Accounting Standards Board Statements (GASB)

The following Governmental Accounting Standards Board (GASB) Statements have been implemented, if
applicable, in the current financial statements.

Statement No. 68, Accounting and Financial Reporting for Pensions - an Amendment of GASB Statement
No. 27.  This statement improves accounting and financial reporting by state and local governments for
pensions.  It also improves information provided by state and local governmental employers about financial
support for pensions that is provided by other entities.

Statement No. 71, Pension Transition for Contributions Made Subsequent to the Measurement Date - an
Amendment of GASB Statement No. 68.  This statement addresses an issue regarding application of the
transition provisions of Statement No. 68.

NOTE 2:  STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

Deficit Fund Balance

The following major governmental fund had a deficit fund balance at December 31, 2015:

The General fund had a fund balance deficit of $225,933, which is expected to be eliminated in the future
through grant reimbursements.

NOTE 3:  CASH AND INVESTMENTS

A. Financial Statement Presentation

As of December 31, 2015, the District’s cash and investments consisted of the following:

Cash:

Deposits (less outstanding checks)  $      2,679,528

Investments:

Yolo County Treasurer’s pool            574,224

Total Cash and Investments $      3,253,752

B. Cash

At year end, the carrying amount of the District’s cash deposits (including amount in checking accounts and
money market accounts) was $2,679,528 and the bank balance was $2,682,227.  The difference between the
bank balance and the carrying amount represents outstanding checks and deposits in transit.
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KNIGHTS LANDING RIDGE DRAINAGE DISTRICT
Notes to Basic Financial Statements

For the Year Ended December 31, 2015

NOTE 3:  CASH AND INVESTMENTS (CONTINUED)

B. Cash (Continued)

Custodial Credit Risk for Deposits - Custodial credit risk for deposits is the risk that, in the event of the
failure of a depository financial institution, the District will not be able to recover its deposits or collateral
securities that are in the possession of an outside party.  The District complies with the requirements of the
California Government Code.  Under this code, deposits of more than $250,000 must be collateralized at 105
percent to 150 percent of the value of the deposit to guarantee the safety of the public funds. 

C. Investments

The District does not have a formal investment policy.  At December 31, 2015, all investments of the District
were in the County of Yolo investment pool.  Under the provisions of the County’s investment policy and
the California Government Code, the County may invest or deposit in the following.

United States Treasury Obligations

Federal Agency Obligations

California Municipal Obligations

Other 49 State Municipal Securities

Repurchase Agreements

Banker’s Acceptances

Commercial Paper

Medium-Term Corporate Notes

Non-Negotiable Certificates of Deposit

Negotiable Certificates of Deposit

Local Government Investment Pools

Money Market Funds

Asset-Backed Securities

Reverse Repurchase Agreements

Supranationals

Interest Rate Risk - Interest rate risk is the risk of loss due to the fair value of an investment falling due to
interest rates rising.  Generally, the longer the maturity of an investment, the greater the sensitivity of its fair
value to changes in market interest rates. To limit exposure to fair value losses from increases in interest
rates, the County’s investment policy limits investment maturities to a term appropriate to the need for funds
so as to permit the County to meet all projected obligations.  The County limits its exposure to interest rate
risk inherent in its portfolio by limiting individual maturities to five years or less.

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 is measured by the assignment of a rating by a nationally recognized statistical rating
organization.  The County’s investment policy sets specific parameters by type of investment to be met at
the time of purchase. As of December 31, 2015, the District’s investments were all pooled with the County 
of Yolo investment pool which is not rated by a nationally recognized statistical rating organization.

Custodial Credit Risk for Investments - Custodial credit risk for investments is the risk that, in the event of
the failure of a depository financial institution, the District will not be able to recover its deposits or
collateral securities that are in the possession of an outside party.  With respect to investments, custodial
credit risk generally applies only to direct investments in marketable securities.  Custodial credit risk does
not apply to a local government’s indirect investments in securities through the use of mutual funds or
government investment pools. 
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KNIGHTS LANDING RIDGE DRAINAGE DISTRICT
Notes to Basic Financial Statements

For the Year Ended December 31, 2015

NOTE 3:  CASH AND INVESTMENTS (CONTINUED)

C. Investments (Continued)

Concentration of Credit Risk - Concentration of credit risk is the risk of loss attributed to the magnitude of
the District’s investment in a single issuer of securities.  When investments are concentrated in one issuer,
this concentration presents a heightened risk of potential loss. State law and the investment policy of the
County contain limitations on the amount that can be invested in any one issuer. As of December 31, 2015,
all investments of the District were in the County investment pool which contains a diversification of
investments.       

NOTE 4:  CAPITAL ASSETS

Capital assets activity for the year ended December 31, 2015, was as follows:
 

Balance                          Balance           

    January 1, 2015      Additions      Retirements December 31, 2015 

Capital Assets, Not Being Depreciated:      

Land $             62,861 $                   - $                   - $                  62,861 

Total Capital Assets, Not Being 

  Depreciated                62,861                      -                      -                     62,861 

Total Capital Assets     $             62,861  $                   -  $                   - $                  62,861 

NOTE 5: LONG-TERM LIABILITIES

The following is a summary of changes in long-term liabilities for the year ended June 30, 2015:

Amounts   
Balance                          Balance           Due Within  

Type of Indebtedness    January 1, 2015      Additions      Retirements December 31, 2015    One Year    

Loans $                       - $    1,006,500 $                   - $             1,006,500 $    1,006,500

Total     $                       -  $    1,006,500  $                   - $             1,006,500 $    1,006,500

Individual issues of debt payable outstanding at December 31, 2015, are as follows:

Loans Payable:
Five Star Bank Loan dated July 30, 2015, in the amount of $1,006,500 with a

variable interest rate based on the London Interbank Offered Rate, due in one

installment on December 31, 2016. The loan proceeds were used to provide

interim financing for the EIP project.

Total Loans Payable

Total Long-Term Liabilities

$   1,006,500  

    1,006,500  

$  1,006,500  
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KNIGHTS LANDING RIDGE DRAINAGE DISTRICT
Notes to Basic Financial Statements

For the Year Ended December 31, 2015

NOTE 5: LONG-TERM LIABILITIES (CONTINUED)

Following is a schedule of debt payment requirements to maturity for long-term debt.

                                    Loans                               

Year Ending

    June 30        Principal        Interest         Total       

    2016 $    1,006,500 $      30,804 $   1,037,304

     Total $    1,006,500 $      30,804 $   1,037,304

NOTE 6: NET POSITION              

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

• Net investment in capital assets - Consists of capital assets including restricted capital assets, net
of accumulated depreciation and reduced by the outstanding balances of any bonds, mortgages, notes
or other borrowings that are attributable to the acquisition, construction or improvement of those
assets. 

• Restricted net position - Consists of net position with constraints placed on the use either by (1)
external groups such as creditors, grantors, contributors or laws or regulations of other governments;
or (2) law through constitutional provisions or enabling legislation.

• Unrestricted net position - All other net position that does not meet the definition of “restricted”
or “net investment in capital assets”.

Net Position Flow Assumption

When a government funds outlays for a particular purpose from both restricted and unrestricted resources,
a flow assumption must be made about the order in which the resources are considered to be applied.  When
both restricted and unrestricted net position are available, it is considered that restricted resources are used
first, followed by the unrestricted resources.

NOTE 7: FUND BALANCES

As prescribed by GASB Statement No. 54, governmental funds report fund balance in classifications based
primarily on the extent to which the District is bound to honor constraints on the specific purposes for which
amounts in the funds can be spent.  As of December 31, 2015, fund balance for governmental funds is made
up of the following:   

• Nonspendable fund balance - amounts that cannot be spent because they are either (a) not in
spendable form, or (b) legally or contractually required to be maintained intact.  The “not in
spendable form” criterion includes items that are not expected to be converted to cash, for example:
inventories and prepaid amounts.

• Restricted fund balance - amounts with constraints placed on their use that are either (a) externally
imposed by creditors, grantors, contributors, or laws or regulations of other governments; or (b)
imposed by law through constitutional provisions or enabling legislation.  Restrictions may
effectively be changed or lifted only with the consent of resource providers.
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KNIGHTS LANDING RIDGE DRAINAGE DISTRICT
Notes to Basic Financial Statements

For the Year Ended December 31, 2015

NOTE 7: FUND BALANCES (CONTINUED)

• Committed fund balance - amounts that can only be used for the specific purposes determined by 
formal action of the District’s highest level of decision-making authority.  The Board of
Commissioners is the highest level of decision making authority for the District that can, by adoption
of an ordinance commit fund balance.  Once adopted, the limitation imposed remains in place until
a similar action is taken to remove or revise the limitation.  The underlying action that imposed the
limitation needs to occur no later than the close of the reporting period.

• Assigned fund balance - amounts that are constrained by the District’s intent to be used for
specific purposes.  The intent can be established at either the highest level of decision-making, or
by a body or an official designated for that purpose. 

• Unassigned fund balance - the residual classification for the District’s General fund that
includes all amounts not contained in the other classifications.   

The fund balances for all governmental funds as of December 31, 2015, were distributed as follows:

      General      

Nonspendable:

Prepaid costs $          4,315  

Unassigned (        230,248)

Total (        225,933)

Fund Balance Flow Assumption

When a government funds outlays for a particular purpose from both restricted and unrestricted resources
(the total of committed, assigned, and unassigned fund balance), a flow assumption must be made about the
order in which the resources are considered to be applied.  When both restricted and unrestricted fund
balance are available, it is considered that restricted fund balance is depleted before using any of the
components of unrestricted fund balance.  Further, when the components of unrestricted fund balance can
be used for the same purpose, committed fund balance is depleted first, followed by assigned fund balance. 
Unassigned fund balance is applied last.

Fund Balance Policy

The Board of Directors have established a fund balance policy by passage of an ordinance or resolution.  The
policy establishes procedures for reporting fund balance classifications, establishes prudent reserve
requirements and establishes a hierarchy of fund balance expenditures.

NOTE 8: RISK MANAGEMENT

The District is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets;
errors and omissions; injuries to employees; and natural disasters. 

Knights Landing Ridge Drainage District is a member of the Association of California Water Agencies -
Joint Powers Insurance Authority (JPIA). The JPIA’s members have pooled funds to be self-insured for
liability, property, underground storage tank (UST), pollution liability, and worker’s compensation insurance.
The District participates in the liability program. 
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Notes to Basic Financial Statements

For the Year Ended December 31, 2015

NOTE 8: RISK MANAGEMENT (CONTINUED)

There are no significant reductions in insurance coverage from prior years and there have been no settlements
exceeding the insurance coverages for each of the past three years.

No additional liability has been accrued at December 31, 2015, based on the requirements of GASB Code
Section C50.110, which requires that a liability for claims be reported if information prior to the issuance
of the financial statements indicates that it is probable that a liability has been incurred at the date of the
financial statements and the amount of the loss can be reasonably estimated.
  
The JPIA’s financial statements were audited by a different accounting firm and received an unqualified
opinion.  The following is a summary of financial information of the JPIA as of September 30, 2014 (the
most recent available):

 Assets $  195,584,006

Liabilities     107,626,833

Total Net Position $    87,957,173

NOTE 9: OTHER INFORMATION

A. Commitments and Contingencies

The District has active construction projects as of December 31, 2015.  The balance owed on the
commitments at December 31, 2015, was $77,497.

B. Subsequent Events

Management has evaluated events subsequent to December 31, 2015, through May 25, 2016, the date on
which the financial statements were available for issuance.  Management has determined no subsequent
events requiring disclosure have occurred.
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KNIGHTS LANDING RIDGE DRAINAGE DISTRICT

Required Supplementary Information

Budgetary Comparison Schedule

General Fund

For the Year Ended December 31, 2015

Actual  Variance with
Amounts  Final Budget

Original Final (Budgetary  Positive
Budget Budget Basis) (Negative)

REVENUES
       Assessments 332,823$      332,823$       335,232$      2,409$          
       Use of money and property 2,100            2,100             6,690            4,590            
       Intergovernmental 237,413        237,413         3,973,763     3,736,350     

                 Total Revenues 572,336        572,336         4,315,685     3,743,349     

EXPENDITURES
       Current general government:
          Trustee fees 600               600                919               (319)              
          Insurance 2,915            2,915             3,173            (258)              
          Legal and professional fees 9,400            9,400             3,101            6,299            
          Office 31,804          31,804           31,180          624               
          Office rent and supplies 895               895                925               (30)                
          Memberships 6,084            6,084             4,975            1,109            
          Weed spraying 7,500            7,500             5,015            2,485            
          Rodent control 1,000            1,000             329               671               
          Levee roads 15,000          15,000           2,513            12,487          
          Maintenance projects 449,864        3,000,750      6,371,318     (3,370,568)    
          Levee maintenance 15,000          15,000           12,632          2,368            
       Debt service:
          Interest -                    20,000           10                 19,990          

                 Total Expenditures 540,062        3,110,948      6,436,090     (3,325,142)    

                 Net Change in Fund Balance 32,274          (2,538,612)     (2,120,405)    418,207        

Fund Balance - Beginning 887,972        887,972         887,972        -                    

Fund Balance - Ending 920,246$      (1,650,640)$   (1,232,433)$  418,207$      

Reconciliation of Net Changes in Fund Balances - Budgetary to Modified Accrual Basis:

Net Change in Fund Balance - Budgetary Basis (2,120,405)$  

       Debt proceeds due to the inception of the loan are not included for budgetary purposes, but are included
       as debt proceeds for financial reporting purposes.
          Debt proceeds 1,006,500     

Net Change in Fund Balance - Statement of Revenues, Expenditures, and Changes in Fund Balance (1,113,905)$  
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KNIGHTS LANDING RIDGE DRAINAGE DISTRICT
Required Supplementary Information

Note to Budgetary Comparison Schedule
For the Year Ended December 31, 2015

BUDGETARY BASIS OF ACCOUNTING

Formal budgetary integration is employed as a management control device during the year. The District
presents a comparison of annual budgets to actual results for the General Fund. The amounts reported on the
budgetary basis are generally on a basis consistent with accounting principles generally accepted in the
United States of America (GAAP). 

The following procedures are performed by the District in establishing the budgetary data reflected in the
financial statements:

(1) The District Manager submits to the Board of Commissioners a recommended budget for the year
commencing the following January 1.  The budget includes recommended expenditures and the
means of financing them.

(2) The Board of Commissioners reviews the recommended budget at regularly scheduled meetings,
which are open to the public. The Board also conducts a public hearing on the recommended budget
to obtain comments from interested persons.

(3) Prior to January 1, the budget is adopted by motion.                                  

(4) From the effective date of the budget, the amounts stated therein, as recommended expenditures
become appropriations. The Board of Commissioners may amend the budget by motion during the
fiscal year. 

The District does not use encumbrance accounting, under which purchase orders, contracts, and other
commitments for the expenditure of monies are recorded in order to reserve that portion of the applicable
appropriation.

EXPENDITURES IN EXCESS OF APPROPRIATIONS

For the fiscal year ended December 31, 2015, the District incurred expenditures in excess of appropriations
as follows:

Excess of     

Expenditures  

Over        

 Appropriations  Expenditures  Appropriations 

General Fund $        3,110,948 $     6,436,090 ($     3,325,142)
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KNIGHTS LANDING RIDGE DRAINAGE DISTRICT
Schedule of Findings and Recommendations

For the Year Ended December 31, 2015

2015-001 Budget (Significant Deficiency)

Condition

For the year ended December 31, 2015, we noted that the District incurred expenditures in excess of
appropriations of $3,325,142 in the General fund.

Cause

The District did not amend its budget to account for changes in estimates of expenditures during the
fiscal year.

Criteria

California Government Code requires that appropriate operating budgets be adopted and amended as
needed and that expenditures not exceed the approved budget.

Effect of Condition

Expenditures exceeded appropriations by $3,325,142 in the General fund.

Recommendation

We recommend that the District control and monitor expenditures so that they do not exceed the
approved budget. If budget revisions are required, we recommend that the District take appropriate action
to amend the budget.

Corrective Action Plan

In the future, we will review the budget process to ensure that project expenditures are properly
budgeted.
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