
SPECIAL DISTRICTS REVENUES AND RESERVES 
 
 

REASON FOR INVESTIGATION 
 

The Nevada County Grand Jury, in accordance with California Penal Code Section 933.5, is 
authorized to examine the books and records of any special-purpose assessing or taxing 
district.  The Little Hoover Commission1 Report of May 2000 on independent districts in 
California stated that they have over $19.4 billion in reserves2 and many special districts 
have excess reserves.  The Grand Jury wished to determine if special districts in Nevada 
County have unnecessarily large reserves. 
 

PROCEDURE FOLLOWED 
 

The Grand Jury contacted each of the 25 independent special districts in Nevada County on 
October 25, 2002 requesting a copy of the most recent financial audit for the district. 
 

BACKGROUND 
 

The Grand Jury received and reviewed copies of the Little Hoover Commission Report titled 
Special Districts: Relics of the Past or Resources for the Future?, published in May 2000.  
This report highlighted a lack of governmental control or oversight of special districts within 
the state.  According to the Report, “California has 58 counties, 474 cities – and more than 
3,800 special districts.  About two-fifths of those districts are considered ‘dependent’ because 
they are governed by a larger entity, such as a county board of supervisors.  But more than 
2,200 of these districts are ‘independent’ governed by their own elected bodies, including 
park districts, water districts, hospital districts and sanitation districts.  Many independent 
districts also are ‘enterprise’ districts, like water and sewer agencies, which directly charge 
customers fees for the services they provide.  Others, such as library and park districts, are 
‘non-enterprise’ districts, which rely mostly on property tax revenues to serve their 
communities.” 
 
 
 
         1The Little Hoover Commission is a bipartisan, independent state body that promotes efficiency and 

effectiveness in state programs.  Created in 1962, the commission is formally named the “Milton Marks 
Little Hoover Commission on California State Government Organization and Economy.”  As a member of 
the Assembly, former Senator Milton Marks authored legislation that created the commission.  The 
Commission is modeled after a federal commission created in 1947 to address the growth of government, 
chaired by former President Herbert Hoover. The federal panel became known as the “Hoover 
Commission,”   while the California panel has become known as the “Little Hoover Commission.”  

 
2For purposes of this report, the terms reserves, retained earnings, and fund balances are used 
interchangeably. 

 
 
 
 



FINDINGS 
 

1. The following tables include a listing of each independent special district in Nevada  
County and the date of the audit submitted in response to the Grand Jury’s October 25, 
2002 request.  The tables also show the amount of operating revenue and reserves 
reported for the latest audit period, and reserves as a percentage of yearly operating 
revenue. “Enterprise” and “non-enterprise” districts are shown separately.                          

   
                                                                              TABLE 1   

 
ENTERPRISE DISTRICTS Fiscal Yr. Annual Op. Reserves(a) Reserves as a 

Ended Revenue  % of Op. Rev. 
  

Donner Summit Public Utility  6/30/01 $592,312 $279,446 47% 
Kingsbury Greens Community Service 6/30/01 17,461 49,556 284% 

Nevada Irrigation  12/31/01 20,876,392 167,327,953 802% 
Truckee-Donner Public Utility 12/31/01 15,181,177 22,175,137 146% 

Truckee Sanitary  6/30/02 2,311,741 10,765,946 466% 
Washington County Water 6/30/02 $164,025 $113,817 69% 

AVERAGE 302% 
(a) Unreserved(undesignated) funds if broken out in the financial report provided. 

 
 
 

         TABLE 2 
  

NON-ENTERPRISE DISTRICTS Fiscal Yr. Annual Op. Reserves(a) Reserves as a 
Ended Revenue  % of Op. Rev. 

Bear River Recreation & Park  6/30/01 $129,154 $76,850 60% 
Beyers Lane Community Service  6/30/00 6,617 6,985 106% 

Forty-Niner Fire Protection 6/30/02 584,293 177,068 30% 
Higgins Fire Protection 6/30/02 1,007,479 560,388 56% 

Lake of the Pines Community Service 6/30/01 49,483 89,473 181% 
Mystic MIne Road Community Service 6/30/02 11,849 15,319 129% 

Nevada County Resource Conservation 6/30/01 200,765 42,570 21% 
Nevada County Cemetery  6/30/02 247,922 25,072 10% 

Nevada County Consolidated Fire Protection 6/30/01 1,955,634 85,292 4% 
North San Juan Fire Protection 6/30/01 161,162 52,913 33% 

Ophir HIll Fire Protection 6/30/00 261,929 79,976 30% 
Peardale-Chicago Park Fire Protection 6/30/01 252,304 100,539 40% 

Penn Valley Fire Protection  6/30/02 957,305 275,958 29% 
Rough & Ready Fire Protection 6/30/02 204,444 1,215 1% 
San Juan Ridge County Water 6/30/02 14,789 10,169 69% 

Truckee Cemetery 6/30/02 80,476 125,564 156% 
Truckee Fire Protection 6/30/01 3,429,925 531,585 15% 

Truckee-Donner Recreation & Park 9/30/01 3,344,392 1,078,671 32% 
Western Gateway Regional Rec. & Park 6/30/01 $143,046 $57,007 40% 

 AVERAGE 55% 
(a) Unreserved(undesignated) funds if broken out in the financial reports provided. 



2. While a significant amount of reserves are held by both enterprise and non-enterprise 
districts in Nevada County, enterprise districts have a much higher average percentage of 
reserves to operating revenue (302%) than non-enterprise districts (55%). 

 
3. California Government Code Section 26909(b) requires that an annual audit be 

completed within 12 months of the end of the fiscal year for every special district. 
     A district may, by unanimous request of its governing board, and with unanimous 
     approval of the Board of Supervisors, replace the annual audit with a biennial audit 
     covering a two-year period.  This exemption, provided for in California Government Code  
     Section 26909(f), is not currently in effect for any of the reporting districts. 
.                         
4. As shown in the non-enterprise table, two of the districts (Ophir Hill Fire Protection and   
      Beyers Lane Community Service) provided audits that are more than two years old.  This     
      is a violation of the California Government Code Section 26909(b) requiring annual audits  
      of special districts. 
 
5. Both the 2000 and 2001 audits  received from the North San Juan Fire Protection   

District dated September 30, 2002 were the first audits done by the district since 1999.  
     This is also a violation of California Government Code Section 26909(b) requiring 
      an annual audit of every special district within the county.. 
 
6. California Government Code Section 26909(a) and (b) also states that if an audit of a 

special district is not otherwise provided, the county auditor shall make or contract with 
      an auditor to do so, the costs thereof being charged against the district. 
 
7. The Auditor-Controller’s office did remind by letter those districts which were late in  

filing their yearly audits, but failed to follow up to ensure that an audit was in fact carried 
out within 12 months of the end of the fiscal year. 

 
 

CONCLUSIONS 
 

1. The apparent reason “enterprise” district reserves are so high is that in addition to 
receiving revenue from the county tax roles, these districts charge fees for their services. 
In many cases the customer base is of considerable size, diverse, and unable to obtain 
comparable services from a competitive source.  These conditions allow the fee structure 
to remain high with little recourse from the population served.. 

 
2. A number of the Special Districts have reserves that appear to be excessive. 
     Two enterprise districts stand out: Nevada Irrigation District with $167,327,953 

which is over eight times its annual operating revenue, and Truckee Sanitary District with 
$10,765,946 which is almost five times its annual operating revenue. 

 
3. The Grand Jury found that while financial reports may be prepared according to standard 

accounting principles, the terminology used is sufficiently inconsistent between districts 
so as to make it difficult for the public to understand them. 
 



 
4. The Auditor-Controller is not fulfilling the follow-up requirements outlined in the 

California Government Code Section 26909 to ensure that annual audits are conducted 
within the proper time frame. 
 

 
 

RECOMMENDATIONS 
 
1. Each of the Special Districts listed in the tables should develop written guidelines 

governing the accumulation of retained earnings, and justify to its constituency that 
the amount maintained is reasonably prudent. 

 
2. All “enterprise” districts should develop and adopt plans for utilizing any excess  

retained earnings for the benefit of the public they serve.  This could be in the form 
of rate reductions, reimbursement, or other public benefit. 

 
3.   The Nevada Irrigation District and the Truckee Sanitary District should take actions to      
       reduce their reserves to a more reasonable amount. 
 
4  Ophir Hill Fire Protection, Beyers Lane Community Service, and North San Juan Fire  
       Protection districts should take steps to ensure that annual audits are completed in a 
       timely manner according to California Government Code Section 26909. 
 
5. The Auditor-Controller should enforce all provisions of California Government 

 Code Section 26909. 
 
6. The Auditor-Controller should evaluate the County’s authority to mandate clear and 

consistent terminology and formats for Special District financial reports. 
 
7. Smaller Special Districts should consider taking advantage of the provision in California 

Government Code Section 26909(f) enabling the replacement of annual audits with 
biennial audits in order to lower their audit expense. 

 
 
 

 
REQUIRED RESPONSES 

 
 
Board of Supervisors – July 22, 2003 
 
Auditor-Controller –June 23, 2003 
 
Special Districts –June 23, 2003 




























































































