
COUNTY OF SAN BERNARDINO� 
SOLID WASTE MANAGEMENT DIVISION� 

NOTES TO THE FINANCIAL STATEMENTS� 
JUNE 30, 2009� 

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

Amounts paid to acquire capital assets are capitalized as assets in the enterprise fund financial 
statements, rather than [reported as expenditure. Proceeds of long-term debt are recorded as a 
liability in the enterprise fund financial statements, rather than other financing source and amounts 
paid to reduce long-term indebtedness of the enterprise fund are reported as reduction of the 
related liability, rather than as expenditure. 

Accounting Standards 

GASB Statement No. 20 

Solid Waste has elected under GASB Statement No. 20, Accounting and Financial Reporting for 
Proprietary Funds and Other Governmental Entities that Use Proprietary Fund Accounting, not 
to apply the provisions of all relevant pronouncements of the Financial Accounting Standards 
Board (FASB) issued after November 30, 1989. 

Cash and Cash Equivalents 

For purposes of the statement of cash flows, Solid Waste considers all pooled investments and 
other highly Iliquid investments with maturity of three months or less when purchased to be cash 
equivalents. 

Deferred Charges 

Deferred charges consist of the refunded revenue bond and newly issued certificates of 
participation unamortized issuance costs, which are being amortized over the shorter life of the 
previous refunding or the current refunding. The issuance costs will be fully amortized in FY 2017. 

Deferred Loss on Refunding 

The deferred losses represents the excess of the amount placed in escrow (reacquisition price) 
over the carrying amount of the refunded bonds and is amortized as a component of interest 
expense. The deferred loss on refunding will be fully amortized in FY 2017. 

Capital Assets 

Capital assets (including infrastructure) are recorded at historical cost or at estimated historical cost 
if actual historical cost is not available. Contributed fixed assets are valued at their estimated fair 
market value at the date of the contribution. Solid Waste defines capital assets as assets with an 
initial, individual cost of more than $5,000, and an estimated useful Ilife in excess of one year. 
Capital assets used in operations, except for heavy equipment, are depreciated over their 
estimated useful lives using the straight-line method. Heavy equipment is depreciated by 
productive hours of use. Capital assets used exclusively for landfills are either depreciated by the 
percentage of landfill used, until the landfill is at 100% capacity, or the straight-line method based 
on the estimated remaining life of the landfill or the life of the individual asset, whichever is shorter. 
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COUNTY OF SAN BERNARDINO
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NOTES TO THE FINANCIAL STATEMENTS
 
JUNE 30, 2009
 

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

Depreciation is charged as an expense against operations, and accumulated depreciation is 
reported on the statement of net assetS. The estimated useful lives for each fixed asset class are 
as follows: 

Infrastructure 
Structures and improvements 
Equipment and vehicles 
Heavy equipment 

10 to 100 years 
5 to 45 years 
5 to 15 years 

Productive hours 

Maintenance and repairs are charged to operations when incurred. Betterments and major 
improvements, which significantly increase values, change capacities or extend useful Hves, are 
capitalized. Upon sale or retirement of fixed 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. 

Claims and Judgments 

These events and obligations are recorded on the accrual basis, when the event occurs and the 
obligation arises. 

Employee Compensated Absences 

Accumulated vacation, holiday benefits, sick pay, and compensatory time are recorded as an 
expense and liability as the benefits are earned. The compensated absence liabilities are recorded 
as a non-current liability. In the event of retirement or termination, an employee is paid 100% of 
accumulated vacation, holiday, and compensatory time. 

The Board of Supervisors has established a Retirement Medical Trust Fund. Upon separation 
from employment with the County (or reasons, other than death or disability retirement, all eligible 
employees wililbe required to contribute the cash value of their unused sick leave balances to the 
Trust Fund. Requirements for 1) eligibility which is based on participation in the San Bernardino 
County Employees' Retirement Association, and 2) the contributed cash value which is between 
30% and 75% of their accumulated sick leave, are outlined in the applicable Memorandums of 
Understanding. The Division is not obligated to pay for any unused sick leave if an employee 
terminates or retires with Iless than ten years of service. 

Long Term Obligations and Costs 

Long-term obligations are reported at face value, net of applicable premiums and discounts. Bond 
premiums, discounts and issuance costs are deferred and amortized over the life of the bonds. 

Use of Estimates 

The presentation of the financial statements in conformity with accounting principles generally 
accepted in the United States of America requires management to make estimates and 
assumptions that affect the reported amounts of assets, liabilities, and disclosure of contingent 
assets and liabilities at the date of the financial statements, and the reported amounts oii revenues 
alild expenses during the reporting period. Actual results could differ from those estimates. 
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COUNTY OF SAN BERNARDINO
 
SOLID WASTE MANAGEMENT DIVISION
 

NOTES TO THE FINANCIAL STATEMENTS
 
JUNE 30,. 2009
 

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: 

i)	 Invested in capftal 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 principal balance of any leases, bonds, mortgages, notes, or 
other borrowings that are attributable to the acquisition, construction, or improvement of 
those assets. 

N)	 Restricted - This component of net assets consists of assets whose use is subject to 
constraints that are either (a) externally imposed by creditors (such as through debt 
covenants), grantors, contributors, or laws or regulations of other governments or (b) 
imposed by law through constitutional provisions or enabling legislation. 

iii)	 Unrestricted - ~his component of net assets consists of net assets that are not restricted for 
any particular project or purpose. These net assets can be designated internally as 
reserves, and are controlled, modified, and removed by management. 

Accrued Closure and Postclosure Care Costs 

Accrued closure and postclosure care costs are recorded in accordance with GASB Statement No. 
18, "Accounting for Municipall Solid Waste Landfill Closure and Postclosure Care Costs" (GASB 
18). GASB 18 requires Solid Waste to provide for closure and postclosure care costs over the life 
of the operating landfills as the permitted airspace of the landfills is consumed. The entire closure 
and postclosure care cost is recognized as an expense by the time the landfills are completely 
filled. 

Accrued Pollution Remediation Costs 

In accordance with GASB 49, "Accounting and Financial ,Reporting for Pollution Remediation 
Obligations," pollution remediation costs are accrued and recorded. GASB 49 requires Solid 
Waste to estimate cash outlays to remediate the effects of a pollution event. Those outlays include 
remedial investigation, site assessment, corrective measures feasibility studies, remediation work, 
equipment and monitoring of the site until released by the governing regulatory agency. 

2. CASH AND INVESTMENTS 

Unrestricted Cash 

Cash and cash equivalents include the cash balance of monies deposited with the County 
Treasurer. which are pooled and invested for the purpose of increasing earnings through 
investment activities. Interest earned on the pooled investments lis deposited to Solid Waste's 
account based upon Solid Waste's average daily deposit balance during the allocation period. 
Unrestricted cash and cash equivalents at the fair value as of June 30, 2009 was $59,608,326. 
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13. COMMITMENTS AND CONTINGENCIES-POLLUTfON MITIGATION EFFORTS (Continued) 

property after the close of escrow. When Rialto filed its federal lawsuit, it named the former 
landowners as defendants. The County agreed to defend and indemnify the former owners 
pursuant to the terms of the sales agreement. However, this offer was rejected as the former 
owners claimed that a conflict of interest existed relative to the attorney chosen by the County to 
provide the defense. The former landowners filed suit seeking recovery from the County of their 
attorneys' fees and costs in defending themselves in the federal perch'lorate action. 

Waste Disposal Agreement OtY.DA) Cities lawsuit regarding the perchlorate surcharge: At the 
October 25, 2005 SWMD Financial Status Report presentation to the Board, the Board adopted 
the perchlorate surcharge of a flat $0.69/ton to recover the 30-year projected costs for clean up. 
The SWMD began collecting the new fee on February 1, 2006. Eleven WDA cities filed a state 
lawsuit against the County alleging that the County had no authority. under the WDA contracts, to 
impose the perchlorate surcharge. The cities received a favorable ruling in the state court, and the 
matter is currently on appeal. If the appeal is unsuccessful, SWMD's loss will be approximately 
$600,000 per year (866,000 tons @ $0.69/ton). The County and the WDA cities engaged in 
discussions to settle this matter without further litigation. A settlement agreement was signed on May 
19, 2009 that provided for reimbursement to the litigants of the perchlorate fees collected by the 
County since February 2006. The reimbursement was to take place over the next eighteen months. 
In June 2009, the County began an eighteen-month reimbursement process to repay $724,328.45 of 
perchlorate fees to the litigants. The $636,276 remaining balance willi be refunded FY 2009/10 and 
FY 2010/11. 

14. RESTATEMENT OF NET ASSETS 

Net assets as of July 1, 2008 have been decreased by $48,168,711 8 in accordance with the 
implementation of GASB 49 (also see Note 12 related to Pollution Remediation Obligations). The 
pollution remediation outlays previously capitalized are also reflected as an adjustment to the 
beginning balance of capital assets, not being depreciated - construction in progress as shown in 
Note 3. 

Balance 

Beginning net assets as previously reported 
GASB 49 liability 
Pollution remediation outlays previously capitalized 

?/1/08 
$78,943,037 
(36,875,617) 
(11,293,101) 

Beginning net assets restated $30,774,319 

27
 


