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KINNELOA IRRIGATION DISTRICT 
MANAGEMENT’S DISCUSSION AND ANALYSIS 

DECEMBER 31, 2025 and 2024 
 
 
 
Management’s discussion and analysis of the financial performance of Kinneloa Irrigation District (the 
“District”) provides an overview of the District’s financial activities for the fiscal year ended December 
31, 2025.  Please read it in conjunction with the District’s financial statements, which begin on page 
10. 
 
FINANCIAL HIGHLIGHTS 
  

The District’s operating revenues, consisting primarily of water sales, increased by 14.7% to 
$2,281,056 as compared to 2024 operating revenues of $1,989,237. The increase is primarily 
the result of a new rate schedule that went into effect January 1, 2025 that was a general 19% 
increase in rates.  Overall consumption was lower in 2025 than 2024 due to customer 
displacement from the January 2025 Eaton Fire but the rate adjustment caused revenues to 
increase over the prior year. 
 
Total operating, maintenance, administrative and general expenses including depreciation 
increased by 14.3% to $2,603,536 as compared to $2,277,403 in 2024. The net increase is 
primarily due to unanticipated costs responding to and partially recovering from the January 
2025 Eaton Fire.   

 
DESCRIPTION OF BASIC FINANCIAL STATEMENTS 
 

The District operates as a utility enterprise and its annual report consists of a series of financial 
statements presented on the full accrual basis of accounting.  The Statements of Net Position 
and the Statements of Revenues, Expenses and Changes in Net Position provide information 
about the District as a whole and present a longer-term view of the District’s finances. 

  
DESCRIPTION OF OPERATIONS 
 

The District provides water to 548 retail customers in a service area that includes a portion of 
the unincorporated Los Angeles County that is east of Altadena and an adjacent portion of 
the City of Pasadena.  The District also sells excess groundwater when available to the City 
of Pasadena on a wholesale basis.  The current number of customers is down from 597 the 
previous year due to the destruction of customers properties by the January 2025 Eaton Fire. 
 
The District obtains its water from two vertical wells and five horizontal wells.  These sources 
are sufficient to meet customer demand except in periods of extreme drought or other 
emergency.  The District has six interconnections with the City of Pasadena municipal water 
system which allow either agency to supply water to the other agency under emergency 
conditions. 
 
More information about the Kinneloa Irrigation District can be found on our Internet site at 
www.kinneloairrigationdistrict.info. 
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KINNELOA IRRIGATION DISTRICT 
MANAGEMENT’S DISCUSSION AND ANALYSIS 

DECEMBER 31, 2025 and 2024 
 

 
CONDENSED FINANCIAL INFORMATION 
 

The following condensed financial information provides an overview of the District’s financial 
activities as of December 31, 2025 and 2024. 
 

2025 2024

ASSETS AND DEFERRED OUTFLOWS
Current assets $     1,508,311     1,607,440 
Capital assets, net     4,616,071     4,841,865 
Deferred outflows of resources          87,088        132,752 
Total assets and deferred outflows of resources $     6,211,470     6,582,057 

LIABILITIES AND DEFERRED INFLOWS
Current liabilities $        450,871        289,675 
Noncurrent liabilities     1,056,792     1,303,495 
Deferred inflows of resources          86,153          34,282 
Total liabilities and deferred inflows of resources     1,593,816     1,627,452 

NET POSITION
Investment in capital assets     4,616,071     4,841,865 
Unrestricted            1,583        112,740 
Total net position     4,617,654     4,954,605 
Total liabilities, deferred inflows of resources 
    and net position $     6,211,470     6,582,057 

  
 
Capital and other assets – The change in capital and other assets is net of a decrease in 
capital and other assets less current year’s depreciation of $375,175. 

 
Net position – The net position decreased from the prior year due to the current year’s excess 
of expenses over revenues.  Unrestricted net assets consist of net assets that do not meet 
the definition of “restricted” or “invested in capital assets, net of related debt".    
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KINNELOA IRRIGATION DISTRICT 
MANAGEMENT’S DISCUSSION AND ANALYSIS 

DECEMBER 31, 2025 and 2024 
 
 

CHANGES IN NET POSITION 
 

2025 2024

Total operating revenues $ 2,281,056 1,989,237 
Total non-operating revenues 172,888 96,171 

     Total revenues 2,453,944 2,085,408 

Total operating expenses 2,603,536 2,277,403 
Total non-operating expenses, net 187,359 43,161 

     Total expenses 2,790,895 2,320,564 

Change in net position (336,951) (235,156)

Net position, beginning of year 4,954,605 5,189,761 

Net position, end of year $ 4,617,654 4,954,605 
 

 
Revenues – Retail water sales by volume decreased to 524 acre feet as compared to 538 acre-feet in 
2024 and the total operating revenue increased to $2,281,056 from $1,989,237.   
 
The District also received $64,648 in non-operating revenue from interest on its temporary 
investments. The District’s cash and temporary investments at year end were $1,094,606 and 
$1,284,853 in 2025 and 2024, respectively. The District has identified $11,578,120 in future projects 
in its Water System Evaluation and 10-Year Capital Improvement Plan. The temporary investments 
will be used for some of these projects and provide an operating reserve in accordance with the 
District’s reserve policy. 
 
Expenses – The District’s operating and maintenance expenses increased by $376,165 in 2025 as 
compared to 2024. This increase is due primarily to an increase in the labor costs and responding to 
the January 2025 Eaton Fire. The District’s administrative and general expenses decreased by 
$45,044 due primarily to internal and outside labor costs and election expenses.  A schedule of these 
expenses is provided on page 26. 
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KINNELOA IRRIGATION DISTRICT 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
DECEMBER 31, 2025 and 2024 

BUDGET ANALYSIS AND VARIANCES 
 
Revenue from water sales for 2025 was $2,265,567 as compared to the budgeted amount of 
$2,354,666 for retail and wholesale water sales. The budgeted revenue was based on the 10-year 
average consumption level, adjusted for rate changes and/or expected new service connections for 
the year. Total revenue for 2024 was $1,982,121 as compared to the budgeted amount of $2,126,997. 
 
Overall, for 2025, the net operating income before depreciation was $52,695, as compared to the 
budgeted amount of $703.26. Capital and planned maintenance projects in the amount of $407,256 
were completed as compared to the budgeted amount of $281,634.  The cash reserve at year end 
was $955,855 which is below the target $2,534,760 established by the Board in the Reserve Policy 
Funding Guidelines for Calendar Year 2025 in the District’s Rules and Regulations. Each year the 
District budgets amounts for capital projects and planned maintenance projects based on its expected 
operations and available reserves. In 2025, the major projects and equipment purchases included 
the completion of a new interconnection and source blending station as well as the purchase of 
various sizes of meters for future installation based on obsolescence.  
 
CAPITAL ASSET AND DEBT ADMINISTRATION 
 
Capital Assets – At December 31, 2025 and 2024, the District had investments in land, water rights, 
buildings, wells and distribution systems, machinery and equipment as follows: 
 

2025 2024

Land $ 96,700 96,700 
Water rights 52,060 52,060 
Buildings, wells and distribution system 10,232,846 10,548,063 
Machinery and equipment 1,004,948 1,102,767 

     Total $ 11,386,554 11,799,590 

 
 
 
ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES 

 
Average inflation as measured by the consumer price index for all urban consumers in the Los Angeles 
area was 3.0% for the 12 months ended December 2025.   
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KINNELOA IRRIGATION DISTRICT 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
DECEMBER 31, 2025 and 2024 

 
ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES, continued 
 
The annual rainfall in the 2025-2026 season is expected to be well below the 27-year average and 
future weather patterns will continue to be the major factor in determining water usage since most of 
the District’s water is used for outdoor irrigation rather than indoor use. 
 
In 2024, the District completed a Water System Evaluation and Capital Improvement Plan identifying 
priority projects and funding needs over the next 10 years. The District also commissioned a detailed 
Cost of Service study and implemented a new 5-year water rate schedule to support the revenue 
needs identified in the Capital Improvement Plan.  In 2025, the second year of the adopted rate 
increase schedule was implemented, due to the January 2025 Eaton Fire the Capital Improvement 
Plan implementation was delayed one year. 
 
The Board of Directors approved the 2026 budget without making any adjustments to the previously 
approved rate adjustment plan. Wholesale water sales are not expected to be realized in 2026.  
 
Although weather will continue to play a significant role in determining retail water sales for 2026, the 
displacement of customers from the Eaton Fire, whether due to complete loss of their home or 
displacement due to repairs and remediation will have the largest impact on the reduction in revenues 
expected over the next 5 years.  
 
CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT 
 
This financial report is designed to provide our purveyors, customers, and creditors with a general 
overview of the District’s finances and to show the District’s accountability for the money it receives.  
If you have any questions about this report, or need additional financial information, contact the 
District’s finance office at 1999 Kinclair Drive, Pasadena, CA 91107.  Current and archived documents 
of the Kinneloa Irrigation District can also be found on our Internet site at:             
www.kinneloairrigationdistrict.info 
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EGAN & EGAN 
CERTIFIED PUBLIC ACCOUNTANTS 

1545 N. COLUMBUS AVENUE 
GLENDALE, CA 91202 

(877) EGAN 4 US         EGANCPA.COM 
 

INDEPENDENT AUDITOR’S REPORT 
 
The Board of Directors 
Kinneloa Irrigation District 
Pasadena, California 
 
Opinion 
We have audited the accompanying financial statements of Kinneloa Irrigation District (the "District") 
as of and for the years ended December 31, 2025 and 2024 and the related notes to the financial 
statements which collectively comprise the District’s basic financial statements listed in the table of 
contents.  
 
In our opinion, the accompanying financial statements referred to above present fairly, in all material 
respects, the respective financial position of the District as of December 31, 2025 and 2024, and the 
respective changes in financial position and cash flows thereof for the years then ended in 
accordance with accounting principles generally accepted in the Unites States of America. 
 
Basis for Opinion 
We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America (GAAS) and the standards applicable to financial statements contained in 
Government Auditing Standards issued by the Comptroller General of the United States. Our 
responsibilities under those standards are further described in the Auditor’s Responsibilities for the 
Audit of the Financial Statements section of our report. We are required to be independent of the 
District and to meet our other ethical responsibilities, in accordance with the relevant ethical 
requirements relating to our audits. We believe that the audit evidence we have obtained is sufficient 
and appropriate to provide a basis for our audit opinions. 
 
Responsibilities of Management 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, and for 
the design, implementation, and maintenance of internal controls relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud 
or error. 
 
In preparing the financial statements, management is required to evaluate whether there are 
conditions or events, considered in the aggregate, that raise substantial doubt about the District’s 
ability to continue as a going concern for twelve months beyond the financial statement date, including 
any currently known information that may raise substantial doubt shortly thereafter. 
 
Auditors’ Responsibilities for the Audit of the Financial Statements 
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole 
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report 
that includes our opinions. Reasonable assurance is a high level of assurance but is not absolute 
assurance and therefore is not a guarantee that an audit conducted in accordance with GAAS and 
Government Auditing Standards will always detect a material misstatement when it exists. The risk 
of not detecting a material misstatement resulting from fraud is higher than for one resulting from 
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the 
override of internal control. Misstatements are considered material if there is a substantial likelihood 
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that, individually or in the aggregate, they would influence the judgment made by a reasonable user 
based on the financial statements.  
 
In performing an audit in accordance with GAAS and Government Auditing Standards, we 

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

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

• Obtain an understanding of internal control relevant to the audit in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the District’s internal control. 
Accordingly, no such opinion is expressed 

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

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

 
We are required to communicate with those charged with governance regarding, among other 
matters, the planned scope and timing of the audit, significant audit findings, and certain internal 
control-related matters that we identified during the audit. 
 
Required Supplementary Information 
Accounting principles generally accepted in the United States of America require that the 
management’s discussion and analysis on pages 2 through 6 and the Schedules of District’s 
Proportionate Share of the Plan’s Net Pension Liability and Contributions to the Pension Plan on 
pages 27 through 28 be presented to supplement the basic financial statements. Such information is 
the responsibility of management and, 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. 
 
Supplementary and 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 Operating Expenses 
on page 26 is presented for purposes of additional analysis and are not a required part of the basic 
financial statements. 
 
The Schedule of Operating Expenses are the responsibility of management and were derived from 
and relate 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 
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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 supplementary information is fairly stated, in all material respects, in relation to the basic 
financial statements as a whole. 
 
Other Reporting Required by Government Auditing Standards  
In accordance with Government Auditing Standards, we have also issued our report dated May 18, 
2026, on our consideration of the District’s internal control over financial reporting and on our tests of 
its compliance with certain provisions of laws, regulations, and contracts. The purpose of that report 
is solely to describe the scope of our testing of internal control over financial reporting and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the District’s  
internal control over financial reporting or on compliance. That report is an integral part of an audit 
performed in accordance with Government Auditing Standards in considering the District’s internal 
control over financial reporting and compliance.  
 
 

      Egan & Egan 
May 18, 2026 
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2025 2024

Current assets
  Cash and cash equivalents $ 138,751 273,802 
  Cash, restricted as to use 955,855 1,011,051 
  Customer receivables 393,705 246,075 
  Prepaid expenses                -   56,512 
  Materials and supplies 20,000 20,000 

     Total current assets 1,508,311 1,607,440 

Capital assets, net of accumulated depreciation 4,616,071 4,841,865 

Deferred outflows of resources
  Deferred amounts from pension plan 87,088 132,752 

     TOTAL ASSETS AND DEFERRED OUTFLOWS
      OF RESOURCES $ 6,211,470 6,582,057 

Current liabilities
  Current portion of installment purchase contract $ 171,825 165,753 
  Accounts payable and accrued expenses 28,734 75,021 
  Deferred grant receipts 198,250 
  Accrued payroll and payroll taxes 31,922 35,030 
  Customer deposits 20,140 13,871 

     Total current liabilities 450,871 289,675 

Installment purchase contract, net of current portion 650,739 822,379 
Net pension liability 406,053 481,116 
      Total liabilities 1,507,663 1,593,170 

Deferred inflows of resources
  Deferred amounts from pension plan 86,153 34,282 

Net position   
Invested in capital assets, net of related debt 4,616,071 4,841,865 
Unrestricted 1,583 112,740 

     Total net position 4,617,654 4,954,605 

     TOTAL LIABILITIES, DEFERRED INFLOWS 
        OF RESOURCES AND NET POSITION $ 6,211,470 6,582,057 

 

KINNELOA IRRIGATION DISTRICT
STATEMENTS OF NET POSITION
DECEMBER 31, 2025 AND 2024

ASSETS AND DEFERRED OUTFLOWS OF RESOURCES

LIABILITIES, DEFERRED INFLOWS OF RESOURCES,  AND NET POSITION

 
 

The accompanying notes are an integral part of the financial statements. 
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2025 2024
Operating revenues
  Water sales and service fees $ 2,281,056 1,989,237 

Operating expenses
  Operating and maintenance 1,439,056 1,062,891 
  Administration and general 789,305 834,349 
  Depreciation 375,175 380,163 

     Total operating expenses 2,603,536 2,277,403

Operating loss (322,480) (288,166)
  

Non-operating revenue and expense   
  Interest 32,652 43,332 
  Interest expense (34,634) (39,955)
  Unrealized gain (loss) -             (3,206)
  Loss on disposal of assets (152,725) -             
  Other income, including grants 140,236 52,839
     Net non-operating revenue and expense (14,471) 53,010

     Change in net position (336,951) (235,156)

Net position, beginning of year 4,954,605 5,189,761 
Net position, end of year $ 4,617,654 4,954,605 

KINNELOA IRRIGATION DISTRICT
STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

FOR THE YEARS ENDED DECEMBER 31, 2025 AND 2024

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

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



12 
 

Cash flows from operating activities: 2025 2024
  Cash received from customers $ 2,133,426 1,912,874
  Cash payments to employees for services (3,108) 22,955
  Cash payments for services and goods (2,019,886) (1,962,535)

     Net cash provided (used) by operating activities 110,432 (26,706)

  Acquisition and construction of capital assets (302,106) (174,240)
  Net cash used (provided) for pension liabilities 22,472 57,845
  Principal paid on installment purchase agreement (165,568) (160,247)
  Customer deposits 6,269 (21,384)
  Other non-operating gain, net -             (3,206)
  Other non-operating income, including grants 140,236     52,839.00  
  Interest expense paid (34,634) (39,955)

(333,331) (288,348)

Cash flows from investing activities:
  Interest received 32,652 43,332

     Net decrease in cash and cash equivalents (190,247) (271,722)

Cash and cash equivalents, beginning of the year 1,284,853 1,556,575

Cash and cash equivalents, end of the year $ 1,094,606 1,284,853

 
SUMMARY OF BALANCE SHEET CASH and CASH EQUIVALENTS

Cash $ 138,751 273,802
Temporary investments, restricted as to use 955,855 1,011,051
Total cash $ 1,094,606 1,284,853

KINNELOA IRRIGATION DISTRICT
STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2025 AND 2024

Cash flows from capital and related financing activities:

     Cash used by capital and related financing activities

 
 
 
 
 

The accompanying notes are an integral part of the financial statements. 
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2025 2024
Reconciliation of operating income to net cash
 operating activities:
  Operating income $ (322,480) (288,166)
  Adjustments to reconcile operating income to net cash 
    provided by operating activities:
    Depreciation and loss on disposal 375,175 380,163
    Increase in receivables (147,630) (76,363)
    Decrease (increase)  in prepaid expenses 56,512 (12,817)
    Increase in accounts payable
        and accrued expenses 148,855 (29,523)

          Net cash provided (used) by operating activities $ 110,432 (26,706)

KINNELOA IRRIGATION DISTRICT
STATEMENTS OF CASH FLOWS (CONTINUED)

FOR THE YEARS ENDED DECEMBER 31, 2025 AND 2024

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The accompanying notes are an integral part of the financial statements. 
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KINNELOA IRRIGATION DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 2025 and 2024 

 
 
NOTE 1.  ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
 The Kinneloa Irrigation District (the "District") is a special district organized in 1953 under 
the provisions of Division 11 of the Water Code of the State of California.  The District delivers 
water to the residents in a specific area of Los Angeles County, northeast of the City of Pasadena.  
This District is not a subdivision of a larger governmental organization. 
 
 The District is governed by an elected Board of Directors.  At December 31, 2025, the 
Board of Directors were as follows: 
 

NAME OFFICE

Stephen Brown Chairman
Timothy Eldridge Treasurer
John Feliton Director
Gordon Johnson Secretary
William Opel Director  

 
The accounting policies of the District conform to generally accepted accounting principles 
applicable to governmental enterprise funds. The more significant policies reflected in the financial 
statements are summarized as follows: 

 
a. Basis of Presentation and Measurement Focus 
 
The District reports its activities as an enterprise fund, which is used to account for 

operations that are financed and operated in a manner similar to a private business enterprise, 
where the intent of the District is that the costs of providing water to its customers on a continuing 
basis be financed or recovered, primarily through user charges (water sales and services) or 
similar funding. Revenues and expenses are recognized on the full accrual basis of accounting. 
Revenues are recognized in the accounting period in which they are earned and expenses are 
recognized in the period incurred, regardless of when the related cash flows take place. 
 

Operating revenues and expenses are generated and incurred through the water sales 
activities to the District’s customers. Management, administration, and depreciation expenses are 
also considered operating expenses. Other revenues and expenses not included in the above 
categories are reported as non-operating revenues and expenses.  

 
In accordance with U.S. GAAP, the Statements of Net Position reports separate sections 

for Deferred Outflows of resources, and Deferred Inflows of Resources, when applicable. 
 

 b. Deferred Outflows of Resources 
 
Represent outflows of resources (consumption of net position) that apply to future periods 

and that, therefore, will not be recognized as an expense until that time. 
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KINNELOA IRRIGATION DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

DECEMBER 31, 2025 and 2024 
 

NOTE 1.  ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, 
continued 
 

c. Deferred Inflows of Resources  
 

             Represent inflows of resources (acquisition of net position) that apply to future periods 
and that, therefore, will not be recognized as revenue until that time. 
 

d.  Net Position  
 
 The financial statements utilize a net position presentation. Net position is categorized as 
follows:  
  Net Investment in Capital Assets – This component of net assets consists of capital 
assets, net of accumulated depreciation and reduced by any debt outstanding against the 
acquisition, construction or improvement of those assets.  
 
  Unrestricted – This component of net position consists of net assets that do not meet the 
definition of restricted or net investment in capital assets.  
 
 e. Utility Plant 
 
 Utility plant is stated at cost.  The District capitalizes applicable overhead costs in 
connection with self-constructed assets.  Depreciation of all exhaustible utility plant is charged as 
an expense in the accompanying statements of income.  Depreciation is provided over the 
estimated useful lives of the asset using the straight-line method.  Estimated useful lives are as 
follows: 
                                                                                                         Number of Years 
 Water system       5 to 50  
 Autos and trucks       3 to 5    
 Office equipment       5 to 10  
 Office and production facilities     10 to 40  

 
 f. Restricted Assets 
 
 The Board of Directors has designated a portion of the District's cash and cash equivalents 
to be maintained for future capital improvements. The restriction is at the discretion of the Board.  
 
 g. Uncollectible Accounts - Credit Risk 
 
 The District's management estimates that its accounts receivable are collectible.  Unpaid 
water accounts receivable become a lien on the property and must be paid upon the sale of the 
property. 
 
 h. Cash and Cash Equivalents 

 
 The District defines cash and cash equivalents as demand account balances, cash on 

hand and money market accounts. The District invests cash in excess of its operating  
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KINNELOA IRRIGATION DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

DECEMBER 31, 2025 and 2024 
 

NOTE 1.  ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, 
continued 
 
 h. Cash and Cash Equivalents, continued 
 
requirements primarily with the State Treasurer’s Local Agency Investment Fund (LAIF) and 
CalTrust, a money market account. 
 
 i. Materials and Supplies 
 
 Materials and supplies are stated at cost and consist of expendable supplies held for 
consumption or future additions to Utility Plant.   

 
 j. Concentration of Credit Risk 
 
 The District's receivables are from consumers within a specific geographic area. 
 

k. Estimates 
 
 The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the reported 
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of 
the financial statements and the reported amounts of revenues and expenses during the reporting 
period.  Actual results could differ from those estimates. 
 

l.  Budgetary Process 
 
 Each year, the District adopts a budget which provides for its general operations.  Budgets 
are prepared on the accrual basis of accounting.  The District follows these procedures in 
establishing the budget for the fiscal year: 
 

 i.   Formal budgetary integration is employed as a management control device 
during the year for the operations. 
 ii. The Board approves the total budget for the year for the District.  The Board is 
authorized to make any budget adjustments during the year. 
 iii. Unused appropriations lapse at the end of the year unless extended into the 
subsequent year by a vote of the Board of Directors. 
 
m.  Income Taxes 
 

 The District is exempt from income taxes under provisions of the Internal Revenue Code 
and related California statutes; accordingly, no provision for income taxes is required. 

 
n.  Compensated Absences 

 
 It is the District’s policy to permit employees to accumulate paid time off for either 

vacation or illness in accordance with the limits expressed in its employee handbook.  Upon 
termination, retirement or death of an employee, the District pays eligible accrued time in a  
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KINNELOA IRRIGATION DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

DECEMBER 31, 2025 and 2024 
 

NOTE 1.  ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, 
continued 

n.  Compensated Absences, continued 
 
lump-sum payment to the employee or beneficiary.  Accumulated paid time off is recorded as an 
expense and a liability at the time the benefit is earned. 
 
 o.  Operating Revenues and Expenses 
 
 Operating revenues, principally water sales, are charges for services resulting from 
exchange transactions associated with the principal activity of the District and billed monthly.  
Exchange transactions are those in which each party receives and gives up essentially equal 
values.    Non-operating revenues result from non-exchange transactions or ancillary activities in 
which the District gives or receives value without directly receiving or giving equal value in 
exchange. Revenue is recognized upon the conclusion of the District's performance obligation. 
 
 p.  Property taxes 
 
 The Constitution of the State of California, Article 13A, limits the District's ability to levy 
taxes on property within the District.  Taxes may be imposed upon the vote of a two-thirds vote of 
the qualified electors of the District.  Such taxes would be limited for a specific purpose such as 
bond indebtedness or improvements to the water system. 
 
 q.  Subsequent Events 
 
 The District has evaluated subsequent events through the date at which the financial 
statements were available to be issued, which was May 18, 2026.   
 
NOTE 2.  CASH AND CASH EQUIVALENTS 
 
At December 31, 2025 and 2024 cash and cash equivalents consist of: 
 

2025 2024
 
Insured with financial institutions $ 138,751 273,302
Local Agency Investment Fund ("LAIF") 955,855 1,011,051
Uninsured and uncollateralized             - 500

$ 1,094,606 1,284,853

 
  Custodial credit risk for deposits is the risk that, in the event of the failure of a depository 
financial institution, a government will not be able to recover its deposits or will not be able to 
recover collateral securities that are in the possession of an outside party. The custodial credit 
risk for investments is the risk that, in the event of the failure of the counterparty (e.g., broker-
dealer) to a transaction, a government will not be able to recover the value of its investment or 
collateral securities that are in the possession of another 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 investment in securities through the use 
of mutual funds or government investment pools (such as LAIF). 
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KINNELOA IRRIGATION DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 2025 and 2024 

 
 

NOTE 2.  CASH AND CASH EQUIVALENTS, continued 
 

The California Government Code and the District's investment policy do not contain legal 
or policy requirements that would limit the exposure to custodial credit risk for deposits or 
investments, other than the following provision for deposits: The California Government Code 
requires that a financial institution secure deposits made by state or local governmental units by 
pledging securities in an undivided collateral pool held by a depository regulated under state law 
(unless so waived by the governmental unit). The market value of the pledged securities in the 
collateral pool must equal at least 110% of the total amount deposited by the public agencies. 
California law also allows financial institutions to secure District deposits by pledging first trust 
deed mortgage notes having a value of 150% of the secured public deposits. Of the bank 
balances, up to $250,000 is Federally insured and the remaining balance is collateralized in 
accordance with the Code; however, the collateralized securities are not held in the District's 
name. 
 
 The District is a voluntary participant in LAIF, which is regulated by California Government 
Code under the oversight of the Treasurer of the State of California.  The fair value of the District's 
investment in this pool is reported in the accompanying financial statements at amounts based 
upon the District's pro rata share of the fair value provided by LAIF for the entire LAIF portfolio.  
The balance available for withdrawal is based on the accounting records maintained by LAIF, 
which are recorded on an amortized cost basis.  
 
 Interest rate risk is the risk that changes in market interest rates will adversely affect the 
fair value of an investment.  The District manages its exposure to interest rate risk by participating 
in LAIF. 
 

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 District does not believe a credit risk exists from its deposits 
with LAIF. 
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KINNELOA IRRIGATION DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 2025 and 2024 

 
 
 
NOTE 3.  CAPITAL ASSETS 
 
 Capital asset activity for the years ended December 31, 2025 and 2024 was as follows:  
 
 

Balance Disposal & Balance
January 1 Additions Transfers December 31

Land $ 96,700 96,700
Water rights 52,060 52,060
Buildings, wells and
 distribution system 10,548,063 289,124 604,341 10,232,846
Machinery and equipment 1,102,767 118,132 215,951 1,004,948

11,799,590 407,256 820,292 11,386,554
Less accumulated (6,957,725) 562,417 375,175 (6,770,483)

Total capital assets $ 4,841,865 969,673 4,616,071
 

2025

 
 
 

Balance Disposal & Balance
January 1 Additions Transfers December 31

Land $ 96,700 96,700
Water rights 52,060 52,060
Buildings, wells and
 distribution system 10,424,221 123,842 10,548,063
Machinery and equipment 1,052,369 50,398 1,102,767

 11,625,350 174,240 11,799,590
Less accumulated (6,577,562) (380,163) (6,957,725)

Total capital assets $ 5,047,788 (205,923) 0 4,841,865

2024
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KINNELOA IRRIGATION DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

DECEMBER 31, 2025 and 2024 
 
NOTE 4.  INSTALLMENT PURCHASE AGREEMENT 
 
 During the year ended December 31, 2015, the District entered into a $2,300,000 
installment purchase agreement ("the Agreement") to provide funds for the construction and 
acquisition of a booster pump station and connector pipelines.  The Agreement requires semi-
annual payments of principal and interest of $100,101.  Future annual debt service is as follows: 
 

 

Year ended Installment Total Debt
December 31, Payments Interest Service

2026 $ 171,825         28,377       200,202     
2027 178,119         22,083       200,202     
2028 184,643         15,559       200,202     
2029 191,406         8,796         200,202     
2030 96,571           1,784         98,355       

$ 822,564 76,599 899,163  
 
The District pledged Net Water Revenues as security for the Agreement. The District is required 
to maintain a minimum unrestricted fund balance of $200,200. 
 
NOTE 5.  PENSION PLAN 
 
Plan Description 
 
 The District contributes to the State of California Public Employees Retirement System 
("PERS"), an agent multi-employer public employee defined benefit pension plan.  PERS provides 
retirement and disability benefits, annual cost-of-living adjustments, and death benefits to plan 
members and beneficiaries.  PERS acts as a common investment and administrative agent for 
participating public entities within the State of California.  Benefit provisions and all other 
requirements are established by statute and city ordinance.  Copies of PERS’ annual financial 
report may be obtained from their offices or through their web site. 
 
 All full-time employees are eligible to participate as members of PERS.  Benefits vest after 
five years of service.  District employees are eligible to retire upon attaining age 60.  Annual 
retirement benefits are determined based upon the age at retirement, the length of membership 
service and the amount of earnings based upon the highest twelve consecutive months' average. 
 
Benefits Provided 
 
 PERS provides service retirement and disability benefits, annual cost of living adjustments 
and death benefits to plan members, who must be public employees and beneficiaries. Benefits 
are based on years of credited service, equal to one year of full time employment. Members with 
five years of total service are eligible to retire at age 50 with statutorily reduced benefits. All 
members are eligible for non-duty disability benefits after 10 years of service.  
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KINNELOA IRRIGATION DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

DECEMBER 31, 2025 and 2024 
 

NOTE 5.  PENSION PLAN, continued 
 
On September 12, 2012, the California Governor signed the California Public Employees’ Pension 
Reform Act of 2013 (PEPRA) into law, taking effect January 1, 2013. The new legislation closed 
the District’s PERS 2.5% at 55 and 2% at 60 Risk Pool Retirement Plan to new employee entrants 
effective December 31, 2013. The District had 3 employees included in Classic. All employees 
hired after January 1, 2013, are eligible for the District’s PERS 2% at 62 Retirement Plan under 
PEPRA. The District has 4 employees covered by PEPRA. 
 
The Plans’ provision and benefits in effect as of the June 30, 2023 measurement are as follows: 
 

 Classic PEPRA
Prior to On or after

Hire Date    January 1, 2011    January 1, 2011
Benefit formula 2.0% @ age 60 2% @ age 62
Benefit vesting schedule 5 service years 5 service years
Benefit payments Monthly for life Monthly for life
Retirement age 50-55 and up 52-67 and up
Monthly benefits, as a % of eligible 
comp. 2.0% to 2.5% 1.0% to 2.0%
Required employee contribution rates 7.000% 6.75%
Required employer contribution rates 8.650% 7.590%

Miscellaneous Plan

 
 
 
Contributions 
 California Public Law requires that the employer contribution rates for all public employees 
be determined on an annual basis by the actuary and shall be effective on the July 1 following 
notice of a change in rate.  Funding contributions are determined annually on an actuarial basis 
as of June 30 by CalPERS.  The actuarially determined rate is the estimated amount necessary 
to finance the costs of benefits earned by employees during the year, with an additional amount 
necessary to finance the costs of benefits earned by employees during the year, with an additional 
amount to finance any unfunded accrued liability.  The District is required to contribute the 
difference between the actuarial determined rate and the contribution rate of employees. 
 
Employer contributions for the years ended December 31, 2026 and 2025 were $59,248 and 
$50,552, respectively. 
 
Net Pension Liability, Pension Expenses, and Deferred Outflows/Inflows of Resources Related 
to Pensions 
 As of December 31, 2025 the District reported net pension liabilities for its proportionate 
share of the net pension liability of the Plan as follows: 

Proportionate 
Share of Net 

Pension Liability
Miscellaneous $ 406,053              
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KINNELOA IRRIGATION DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

DECEMBER 31, 2025 and 2024 
 

NOTE 5.  PENSION PLAN, continued 
 

The District’s net pension liability for the Plan is measured as the proportionate share of 
the net pension liability. The net pension liability of the Plan is measured as of June 30, 2025, and 
the total pension liability for the Plan was determined by an actuarial valuation as of June 30, 
2025.  
 
 The District’s proportionate share of the net pension liability for the Plan as of the reporting 
period ending December 31, 2025 and 2024 was as follows: 

 
Miscellaneous

Proportion - December 31, 2025 0.01018%
Proportion - December 31, 2024 0.00995%

Change - Increase -0.00023%
 

  For the years ended December 31, 2025 and 2024, the District recognized pension 
expense, including change in estimates, of $139,828 and $126,631, respectively. At December 
31, 2024, the District reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources: 

Deferred Outflows Deferred Inflows
of Resources of Resources

Pension contributions after the
   measurement date $ 28,679             
Differences between actual and 
   expected experience 48,655             
Change in assumptions
Change in employer's proportion and
   differences between the District's 
   contributions and the District's 
   proportionate share of contributions 9,754               31,210             
Differences between projected and
   actual earnings on Plan investments 54,943             

$ 87,088             86,153             

 
 Other amounts reported as deferred outflows of resources and deferred inflows of 
resources related to pensions will be recognized as pension expense as follows: 
 

Fiscal Year Ending December 31, Amount
2026 $ 40,182             
2027 (18,954)           
2028 (27,997)           
2029 (20,974)           

$ (27,743)           
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KINNELOA IRRIGATION DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

DECEMBER 31, 2025 and 2024 
 

 
NOTE 5.  PENSION PLAN, continued 
 
Actuarial Assumptions and Methods 
 
 The actuarial valuation is computed using the entry age normal actuarial cost method.  
The actuarial assumptions include: (a) an investment rate of return of 7.15% compounded 
annually, (b) projected annual salary increases that vary by duration of service, and (c) payroll 
cost-of-living adjustments of 2.75%. The rates used in (a) and (b) are compounded annually at 
3%.  The actuarial value of PERS assets was determined using techniques that smooth the effects 
of short-term volatility in the market value of investments over a three-year period.  Initial unfunded 
liabilities are amortized over a specific period that depends upon the plan's date of entry into 
PERS.  Subsequent plan amendments are amortized as a level percentage of projected payroll 
over a closed 20-year period.  As of the date of the PERS actuarial valuation and the PERS 
assumptions, the District does not have an unfunded liability for the PEPRA plan and an unfunded 
liability of $28,502 for its classic plan participants. 
 
Discount Rate 
 
 CalPERS used a 6.90% discount rate to determine the total pension liability for each of 
the years ended December 31, 2025 and 2024.  The District relies upon the actuarial analysis 
performed by CalPERS actuaries for the reasonableness of this discount rate.   
 
 The table below reflects the long-term expected real rate of return by asset class.  The 
rate of return was calculated using the capital market assumptions applied to determine the 
discount rate and asset allocation.  These rates of return are net of administrative expenses. 
 

Assumed Asset Long-Term Expected Real Return
Asset Class Allocation Real Rate of Return Years 11+ 

% % %
Public Equity 37.0 4.56 5.98
Private Equity 17.0 5.56
Fixed Income 28.0 2.53 2.62
Real Assets 15.0 3.03 1.81
Private Debt 8.0 4.93 7.23
Strategic Leverage (5.0) 1.40 4.93

100.0
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KINNELOA IRRIGATION DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 2025 and 2024 

 
 

NOTE 5.  PENSION PLAN, continued 
 
Sensitivity of the Proportionate Share of the Net Pension Liability to Changes in the Discount Rate 
 

The District relies upon CalPERS to compute the liability using an expected long-term rate 
of return. The following presents the District's proportionate share of the net pension liability 
calculated using the discount rate for the Plan and what the District’s proportionate share would 
be if it was calculated using a discount rate that is one percent lower and one percent higher: 

 

Less 1% - 5.90% Current - 6.90% Plus 1% - 7.90%

$ 737,542          406,053  133,241          

Discount Rate 

Proportionate Net 
Pension Liability

 
 

NOTE 6. INSURANCE POOLS 
 
 The District is a member of the Joint Powers Insurance Authority (“JPIA”), which pools 
together members of the Association of California Water Agencies for the purpose of paying group 
property, general liability and workers' compensation claims.  Premiums are remitted directly to 
the JPIA by its members.  The property portion is entirely self-funded, and the general liability 
self-funded portion is capped at $5,000,000.  Excess liability insurance in the amount of 
$55,000,000 has been purchased by the Authority, bringing the total liability coverage to 
$60,000,000.   
 
 To date, the District and its counsel are not aware of any material claims incurred through 
the period ended December 31, 2025, regarding these insurance plans.  The District does not 
anticipate the need for a reserve for Incurred but Not Reported.  The impact of the Eaton Fire on 
JPIA is currently unknown. 
 
NOTE 7.  CONTINGENCIES AND COMMITMENTS 
 
Contingencies 
 
 The District is the subject of certain claims and assessment arising in the normal course 
of its operations.  Management of the District does not believe that the resolution of these matters 
will have a material adverse effect on the District's financial condition. 
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KINNELOA IRRIGATION DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 2025 and 2024 

 
 
Contingencies 

 
The District is subject to water usage requirements of the State of California.  The District’s 

primary source of water is from groundwater wells and its water rights are sufficient to meet 
customer demand under normal conditions.  Interconnections with the City of Pasadena are used 
for supplemental water in the event of an operational emergency.  The District is also a member 
agency of the Foothill Municipal Water District which is a wholesale supplier of imported water 
from the Metropolitan Water District of Southern California. 

 
The accompanying financial statements do not include the effects, if any, should the 

District be required to import additional water to meet demand. 
 
Eaton Fire 
 

The impact of the Eaton Fire, which began on the evening of January 7, 2025, destroyed 
District transmission facilities and multiple customer residences and businesses.  The District’s 
ongoing operations were disrupted and damaged resulting from the fire and fire related 
impacts.  The extent of the damages continues to evolve and a final determination of the extent 
and cost of the damages has not been fully determined. 
 

The District is one of many Plaintiffs in a mass tort lawsuit filed against public utility that is 
believed to have caused the fire. The utility has cross-complained against the District and other 
Plaintiffs alleging that they failed to provide sufficient water to fight the fire. The District is 
vigorously defending against this assertion. The outcome of this litigation is not currently 
determinable. 
 
 

 
  



 

SUPPLEMENTARY INFORMATION 
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KINNELOA IRRIGATION DISTRICT 
SCHEDULE OF OPERATING EXPENSES 

FOR THE YEARS ENDED DECEMBER 31, 2025 and 2024 
 
 

 

2025 2024
Operating & Maintenance
Power $ 209,521 206,998
Labor 382,240 313,232
Engineering 62,440 78,323
Maintenance and repairs 138,481 29,099
Water analysis 43,938 22,518
Outside contractors 110,995 125,306
Unplanned/emergency repairs 168,578 84,760.00    
Truck maintenance and fuel 25,140 20,214
Insurance 193,824 137,301
Watermaster 18,300 16,984
Other 85,599 28,156

$ 1,439,056 1,062,891

Administrative and General
Administrative salaries $ 191,037 199,805
Office labor 170,772 186,459
Payroll taxes 55,911 51,476
CalPERS retirement 55,889 50,758
CalPERS change in estimates 83,939 75,873
State employment tax 342 13,003.00    
Outside services 62,281 87,216
Legal fees 10,418 4,865
Professional dues 34,552 20,347
Board compensation 7,050 11,550
Office expense 74,201 61,098
Telephone, internet 11,432 7,842
Accounting fees 520 7,600
Permits and operational fees 18,685 13,913
Information systems 12,276 8,609
Election -               33,935         

$ 789,305 834,349
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