
County of San Bernardino 
Crestline Sanitation District 
Notes to Financial Statements 

For the Fiscal Year Ended June 30, 2008 

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 

Net assets 

Net assets comprise the various net earnings from operating and non-operating revenues, 
expenses and contribution of capital. Net assets are classified in the following three 
components: 

•	 Invested in capital assets, net of related debt - This component of net 
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 - This component of net assets consists of constraints placed on 
net asset use through external constraints imposed by creditors, grantors, 
contributors, or laws or regulations of other governments or constraints 
imposed by law through constitutional provisions or enabling legislation. 

•	 Unrestricted - This component of net assets consist of net assets of the 
County that are not restricted for any project or other purpose. 

Use of estimates 

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

NOTE 2: CASH AND INVESTMENTS 

Cash and investments include the cash balances of substantially all funds which are 
pooled (the "pool") and invested by the County Treasurer for the purpose of increasing 
interest earnings through investment activities. The pool is not registered as an investment 
company with the Securities and Exchange Commission (SEC) nor is it a SEC Rule 2a7 ­
like pool. The pool does not issue a separate report. Included also are cash and 
investments held by certain joint powers authorities and cash held by various trustee 
financial institutions in accordance with the California Government Code. State law now 
requires that all operating monies of the County, school districts, and board-governed 
special districts be held by the County Treasurer. The net asset value associated with 
legally mandated participants in the asset pool was $4.12 billion at June 30, 2008. 
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County of San Bernardino 
Crestline Sanitation District 
Notes to Financial Statements 

For the Fiscal Year Ended June 30, 2008 

NOTE 2: CASH AND INVESTMENTS-Continued 

As of June 30, 2008, the fair value of the County Pool was $4.44 billion. Approximately 8% 
of the County pool is attributable to the County General Fund, with the remainder of the 
balance comprised of other County funds, school districts and special districts. 
Additionally, as of June 30, 2008, $20.9 million of the amounts deposited in the County 
pool was attributable to depositors who are not required to, but choose to, invest in the 
County pool. These include independent special districts, State Trial Court, and other 
governmental agencies. The deposits held for both involuntary and voluntary entities are 
reported in the Investment Trust Fund. 

The fair value of the pool is determined monthly, and depends on, among other factors, 
the maturities and types of investments and general market conditions. The fair value of 
each participant's position including both voluntary and involuntary participants is the same 
as the value of the pool share. The method used to determine participants' equity 
withdrawn is based on the daily average book value of the participants' percentage 
participation in the pool. 

The County has not produced or provided any letters of credit or legal binding guarantees 
as supplemental support of pool values during the year ended at June 30, 2008. The pool 
provides monthly reporting to both the Board of SupeNisors and the County Treasury 
Oversight Committee who also review and approve investment policy. 

The County does not pool its external participants' investments separately from the County 
pool. The average rate of return on investments during fiscal year 2008 was 4.53%. 

A surnmary of the investments held by the County Treasurer is as follows (amounts in 
thousands): 

Fair Interest Rate Maturity Average 
Investment TyPe Cost Value Range (%) Range Maturity 
U.S. Treasury Securrties $ 14,984 $ 15,058 3.36% 10/15/08 107 
U.S. Govemment Agencies 2,496,871 2,501,610 2.49% - 5.53% 7/9/08 - 4/18/11 533 
Negotiable Certificates of ~posit 781,725 780,075 2.38% - 3.02% 7/1/08 - 2/27109 66 
Commercial Paper 525,246 528,556 2.36% - 2.91% 7/1/08 - 11128/08 37 
Corporate Notes 197,502 194,780 2.72:'10 - 5.69% 8/15/08 - 1/4109 373 
Money Market Mutual Funds 215,000 215,000 2.53% 7/1/08 1 
Repurchase Agreements 100,000 100,000 2.57% 7/1/08 1 

Total Treasurer's Pooled Investments $ 4,331,328 $ 4,335,079 

Investments Controlled by Fiscal Agents: 
Money Market Funds 19,403 19,403 
Mutual Funds 17,187 17,187 
Guaranteed Investment Contracts 35,918 35,918 
U.S. Treasury Securities 82,612 82,612 
U.S. Agency Discount Notes 6,581 6,581 

Total Investments Controlled 
by Fiscal Agents $ 161,701 $ 161,701 

Total Investments $ 4,493,029 $ 4,496,780 

Cash in Banks: 
Non-Interest Bearing ~posrts $ 35,807 

Total Cash and Investments $ 4,532,587 
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County of San Bernardino
 
Crestline Sanitation District
 
Notes to Financial Statements
 

For the Fiscal Year Ended June 30, 2008 

NOTE 2: CASH AND INVESTMENTS-Continued 

Maxirrun Individual %d 

S&P fIr:xrl/s Fitdl AII<Med Issuer FOOl 

InvestmentTyPe Raing %ci Portfol io Unitalions (03)~8~ ~ 
US Treasury EeaIities AAA ftaa AAA 100'/0 Nme O.~% 

US Gol.errmnlPgff'Cies AAA ftaa AAA 7fJ'/0 Nme 57.70% 

t-.eg.:ijcilleC'ertifiaaesd ~il A1+ P1 F1+ 3J'/0 $1crMv1 18.00% 

Corrrratial P~r A1+ P1 F1+ 40'/0 10$ 12.20% 

CoflX)Clte [\(Xes AA Aa1 AA+ 10'/0 $5avTv1 4.50% 
rvorey fv'arKa fvUuaJ Furds AAA ftaa AAA 1fJ'/0 10% 5.00% 

~p.rctaseAgeara1s A1 P1 F1+ 40'/0 Nme 2.~% 

Investment authorized by debt agreement 

Investment of debt proceeds held by bond trustees are governed by provisions of the 
trust agreements, created in connection with the issuance of debt rather than the 
general provisions of the California Government Code. Certificates of Participation and 
Revenue Bond indentures specify the types of securities in which proceeds may be 
invested as well as any related insurance, collateral, or minimum credit rating 
requirements. Although requirements may vary between debt issues, money market 
funds are all required to be investment grade. Guaranteed investment contracts are 
required to be acceptable to the municipal bond insurer. The fair value of investments 
is based on the valuation provided by trustee banks. 

Investment credit risk 

Investment credit risk exists when there is a possibility the issuer or other counterparty to 
an investment may be unable to fulfill its obligations. GASB Statement No. 40 requires the 
disclosure of credit quality ratings for investments in debt securities as well as investments 
in external investment pools, money market funds, and other pooled investments of fixed 
income securities. 

California Law and San Bernardino County Treasury Pool Investment Policy (where more 
restrictive) place limitations on the purchase of investments in the County Pool. 
Purchases of commercial paper and negotiable certificates of deposit are restricted to the 
top two ratings issued by a minimum of two of three nationally recognized statistical rating 
organizations (NRSRO's). For an issuer of short-term debt, the rating must be no less 
than A-1 (S&P), P-1 (Moody's), or F-1 (Fitch), while an issuer of long-term corporate debt 
must have a minimum letter rating of "AA". Federal Agency notes and bonds, municipal 
notes and bonds, and money market mutual funds must have a minimum letter rating of 
"AAA". Limits are also placed on the maximum percentage investment by sector and by 
individual issuer. As of June 30, 2008, all investments held by the County pool were within 
policy limits. 
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County of San Bernardino 
Crestline Sanitation District 
Notes to Financial Statements 

For the Fiscal Year Ended June 30, 2008 

NOTE 8: RESTRICTED NET ASSETS 

The District issued bonds under the Improvement Act of 1915 (Bonds) to finance certain 
sewer improvements. The District reports the Bonds according to the provisions of the 
Government Accounting Standards Boards Statement NO.6. All the District's bonds 
matured as of July 2, 1996. The portion of the matured Bonds held by the 
TreasurerlTax-Collector of the County of San Bernardino amounting to $48,939 is 
reported as restricted net assets. 

NOTE 9: PROPOSITION 111 APPROPRIATION LIMITS 

Proposition 111, which added Article XIIIB to the State Constitution, established limits on 
budget appropriations in order to restrict government spending. We have reviewed the 
proceeds of taxes received by the District during the 2007-2008 fiscal year, and have 
found the revenue to be within the guidelines established by Proposition 111. 

NOTE 10: MEASURE R 

On November 4, 2008, Measure R was passed by the community of Crestline. This 
measure established a Governance Committee, whose purpose is to conduct a study 
and recommend to the County Board of Supervisors whether or not the District should 
change its governance to a district governed by a locally elected board composed of 
residents of the District. 
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