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Honorable Board Members:

The Comprehensive Annual Financial Report of the County of San Bernardino for the fiscal year ended June 30,
2007 is submitted herewith in compliance with Section 25253 of the Government Code of the State of California
and Article V, Section 8 of the Charter of the County of San Bernardino.

The accompanying Basic Financial Statements were prepared in accordance with generally accepted accounting
principles as promulgated by the Governmental Accounting Standards Board, the accepted standard setting body
for establishing governmental accounting and financial reporting principles.

The responsibility for both the accuracy of the presented data and the completeness and fairess of the
presentation, including all disclosures, rests with the County. We believe the data is presented in a manner
designed to fairly set forth the financial position and results of operations of the County, and that all disclosures
necessary to enable the reader to gain a full understanding of the County's financial activities have been included.

The County is required to undergo an annual single audit in conformity with the provisions of the Single Audit Act
Amendments of 1996 and the U.S. Office of Management and Budget Circular A-133, "Audits of States, Local
Governments, and Non-Profit Organizations.” Information related to this single audit, including the schedule of
expenditures of federal awards, schedule of findings and questioned costs, and the independent auditor's report
on compliance and internal control, are published separately from this report.

THE REPORTING ENTITY AND ITS SERVICES

The County of San Bernardino, located in Southern California, was established by an act of the State Legislature
on April 26, 1853, forming the County from the eastern part of Los Angeles County. The County is a charter law
county divided into five supervisorial districts on the basis of population. The County encompasses an area of over
20,164 square miles and includes twenty-four incorporated cities. In terms of land area, it is the largest county in
the contiguous United States. The County is also one of the fastest growing areas in the nation and is the fifth
most populous of the 58 counties in California.

The County provides a wide range of services to its residents including police protection, criminal prosecution,

medical and health services, education, senior citizen assistance, roads, library services, support for judicial

‘m?titutions. airport service, cultural and environmental services, parks and a variety of public assistance programs.
I

communities. These services include fire protection, parks, flood control, water, sewer, street lighting, and roads.




CASH MANAGEMENT - Continued

The accompanying Basic Financial Statements include all organizations and other entities, functions and activities
of the County for which the County Board of Supervisors is financially accountable. Also included are numerous
self-governed school and special districts, for which the County acts as depository. The financial reporting for
these entities, which are governed and act independently of the County of San Bernardino, is limited to reporting,
as Investment Trust Funds, the total amount of cash and investments and other assets collected for, disbursed by,
and held for, these entities.

INTERNAL CONTROLS

The County's internal accounting control system exists to provide reasonable, but not absolute, assurance that
assets are safeguarded against loss or unauthorized disposition and to provide reliable records for preparing
financial statements and maintaining accountability for assets. The County's Internal Audits Division actively
participates in evaluating and upgrading the internal accounting control system.

As a recipient of federal and state financial awards, the County is also responsible for ensuring that an adequate
internal control structure is in place to assure compliance with applicable laws and regulations related to public
assistance programs. This internal control structure is subject to periodic evaluation by management and the
internal audit staff.

The County uses the modified accrual basis of accounting for its Governmental Funds. Revenues are recognized
when they become measurable and available to finance operations of the year. Expenditures are generally
recognized when the related fund liability is incurred except for principal and interest on long-term obligations,
which is recognized when payment is due. The accrual basis of accounting is used for all Proprietary Fund Types
and the Fiduciary Funds. Revenues are recognized when they are earned and become measurable and
expenses are recorded when they are incurred.

The objective of budgetary control is to ensure compliance with legal provisions embodied in the annual
appropriated budget approved by the County's Board of Supervisors. Budgets are adopted for the General Fund,
certain Special Revenue, Debt Service, and Capital Project Funds. The level of budgetary control (that is, the level
at which expenditures cannot legally exceed the appropriated amount) is maintained at the appropriation unit level.
Encumbrance accounting is utilized to assure effective budgetary control; purchase orders and contracts are
reviewed and a determination is made that valid and sufficient appropriations exist for payment for ordered goods
and services. Encumbrances outstanding at year-end do not constitute expenditures or liabilities. Unencumbered
appropriations expire at year-end and encumbrances outstanding at that time are reported as reservations of fund
balance for subsequent year expenditures.

CASH MANAGEMENT

The County Pool represents monies entrusted to the County Treasurer by the County of San Bernardino, and by
school and special districts, and other entities within the County. State law requires that all operating monies of
the County, school districts and certain special districts be held by the County Treasurer. In addition, there are
approximately $27.3 million in “discretionary deposits.” The County Pool does not include investments of the
Deferred Compensation program or the County Employees' Retirement Association, which are separately
managed.

The County by law pools its cash to facilitate investment opportunities for increasing interest income. The
County's pooled cash and investments include U.S. Government and agency securities, commercial paper, money



CASH MANAGEMENT - Continued

market mutual funds, negotiable certificates of deposits and repurchase agreements. The average rate of return
on investments during fiscal year 2006-07 was 4.83%.

In accordance with GASB Statement No. 31, “Accounting and Financial Reporting for Certain Investments and for
External Investment Pools,” the pooled cash and investments held in the County Treasury are reported at their fair
value at June 30, 2007, which is $3.7 million less than amortized cost.

Monies deposited in the County Pool by the participants represent an individual interest in all assets and
investments in the County Pool based upon the amount deposited. Interest income, gains and losses are
distributed quarterly to the participants based on their average daily balance. Currently, Standard & Poor’s
Ratings Service rates this investment pool S1+ for market risk and AAAf for credit quality, which are the highest
ratings attainable. Fitch’s current rating for the County pool is AAA/V-1+, for meeting the highest credit quality
standards for underlying assets, diversification, management and operational capabilities. Moody's Investors
Service also rates the investment pool at its highest credit rating, Aaa, and safest market risk rating, MRL1.
Amounts held in the County investment pool are invested in the Pooled Investment Fund of the County (“County
Pool”), which invests in securities according to the Investment Policy adopted by the Board of Supervisors for the
County Treasurer-Tax Collector as authorized by Section 53601 of the Government Code of California.

The Treasurer's investment policy allows for the purchase of a variety of securities with limitations as to exposure,
maturity and ratings varying with each security type. The composition of the portfolio will change over time as old
investments mature or are sold, and as new investments are made. The Pool provides monthly reporting of its
assets by sector, average life, fair value and other features to both the Board of Supervisors and the County
Treasury Oversight Committee who also review and approve the investment policy.

The County’s Investment policy does not allow investments in derivative instruments in the treasury pool. None of
the securities held by the County Pool are considered structured notes that incorporate “derivative” features, i.e.,
interest rates tied to alternative indices, formulas or other pricing features. Derivative securities exclude traditional
floating rate securities tied to indices such as LIBOR, T-Bills, Fed Funds, etc. In addition, the County Pool does
not invest in, nor has it ever invested in, “inverse floaters” nor does it invest in reverse repurchase agreements.

The fair value of the Pool will depend upon, among other factors, the maturities and types of investments and
general market conditions. The current June 30, 2007 market value analysis indicates an unrealized loss of
approximately $3.7 million. Historically, the Pool has held most of its securities to their respective maturity dates.

At June 30, 2007, approximately $27.3 million of the Pool assets are attributable to “discretionary” participants who
are not legally required to deposit funds in the Pool. Such participants may withdraw their funds from the Pool
upon 30 days' notice to the Treasurer, and only with prior approval of the Treasurer. The liquidity of the Pool will
vary depending upon the mix and type of investments therein, and the net cash inflows and outflows at any given
time. The Treasurer-Tax Collector manages the Pool to ensure sufficient liquidity exists, given reasonable
anticipated cash needs. Current liquidity in the portfolio, consisting of cash, cash equivalents and investments with
maturities of less than 60 days, is approximately $1.06 billion. The weighted average maturity of all investments at
June 30, 2007 was 311 days, with a duration of 0.75 years.

The County believes that the County Pool is prudently invested and that investments therein are scheduled to
mature at the times and in the amounts that are necessary to meet the County's expenditures and other scheduled
withdrawals.

The County utilizes a Countywide banking program with a major bank, which is referred to as “Consolidated
Banking," which accelerates the collection and deposit of monies by participating departments into the County
Treasury making them readily available for investment.

DEBT MANAGEMENT

The County maintained the top debt rating for its short-term issues throughout fiscal year 2006-07. In terms of
general fund credit, the County’s general fund supported Pension Obligation Bonds maintained ratings of A2 from
Moody’s and were recently upgraded to A+ with a stable outlook from Standard & Poor’'s. The following is a
summary of the County’s short-term borrowing highlights of 2006-07.
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SHORT-TERM BORROWING

In July 2006, the County issued Tax and Revenue Anticipation Notes totaling $ 65,000,000. The notes were
issued at 4.5% per annum with a yield of 3.57%. Standard & Poor’s Rating Service and Moody's assigned ratings
of SP-1+ and MIG1 respectively. These notes matured on June 30, 2007. The proceeds of the notes were used
to meet the County’s cash flow needs including General Fund expenditures (both current and capital
expenditures).

RISK MANAGEMENT

The County has self-insurance programs for public liability, unemployment insurance, employee dental insurance,
hospital and medical malpractice liability and Workers' Compensation. Public Liability claims are self-insured up to
$1,000,000 per claim or occurrence. Excess insurance coverage over the SIR up to $25,000,000 is with CSAC
Excess Insurance Authority Liability Program 1l (CSAC EIA).

All public officials and County employees are insured under a blanket Comprehensive Disappearance, Destruction
and Dishonesty Policy covering County monies and securities, also with CSAC EIA with a $100,000 deductible
and excess limit up to $10,000,000 per claim or occurrence.

Workers' Compensation claims are self-insured up to $2,000,000 per claim or occurrence. Excess limits up to
$10,000,000 for Employers' Liability and statutory Workers' Compensation limits are provided by an excess
Workers' Compensation Insurance Policy through the CSAC EIA.

Property damage claims are insured with the CSAC EIA through the Property Program over a $25,000 deductible.

The activities related to such programs are accounted for in an Internal Service Fund (Risk Management Fund)
except for unemployment insurance and employee dental insurance which is accounted for in the General Fund.
The liabilities included in the Risk Management Fund are based on the results of actuarial studies and include
amounts for claims incurred but not reported and allocated loss adjustment expenses. It is the County's

practice to obtain actuarial studies on an annual basis. Revenues of the Risk Management Fund together with
funds to be provided in the future, via the Security Payment Program or GIC, will provide adequate resources to
meet public liability, workers' compensation, property and hospital and medical malpractice liabilities as they come
due.

MAJOR INITIATIVE

CountyVision Network

In February of 2006, the Board of Supervisors adopted a comprehensive initiative to improve organizational
transparency and enhance the public’s access to information. One aspect of this initiative tasked the Clerk of
the Board of Supervisors to explore the possibility of broadcasting Board of Supervisors meetings live via the
internet (webcasting).

In April of 2007, the “CountyVision Network” was launched, allowing anyone with internet access to view Board
of Supervisors meetings live, in real time. In addition to viewing capabilities, the network provides instant links
to meeting materials including the agenda and staff reports. Past meetings (and documents) are archived,
indexed and easily searchable by date or keyword. Archived meetings can be viewed in their entirety, or a
viewer can specify one or more topics of interest and view only those excerpts and documents. Board
members quickly recognized CountyVision's potential and it has become a resource for the posting of their
weekly informational reports and updates.

More recently, the county has been privileged to host public hearings conducted by United States Senator
Barbara Boxer and State Assemblywoman Wilmer Amina Carter, both of which were webcast using the
CountyVision Network. Increasingly, county departments request to webcast and/or archive training and
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informational meetings via CountyVision, which promotes internal communication and provides staff with
unprecedented access to information.

NEOGOQV Insight

In 2007, the Human Resource Department implemented a new online application/applicant tracking system,
NEOGOV Insight, as part of the Human Resources Department’s continuing effort to streamline the
employment process. This product is a more comprehensive online personnel requisition and applicant tracking
system, enabling the department to offer increased service and information.

Candidates interested in employment opportunities with the County of San Bernardino now have the opportunity to
utilize this new NEOGOV system to submit their application materials including:

Online completion and submission of job applications

Ability to create and store multiple application versions that you can review and reuse

Automatic Receipts — instantly on screen and by e-mail - EACH time you apply

Increased information — Ability to receive updates on your application status

Job Interest Cards — potential applicants can register to receive automatic notification of positions that you
are interested in as they are posted

Change of Information — ability to update personal information online

e Live technical assistance during business hours — online assistance 24 hours a day, 7 days a week

Implementation and integration took approximately four weeks. This transition included implementing the new
applicant tracking and management system, changing old processes and creating new ones, and cross-
training. It was important to the potential success to achieve a buy-in by applicants, Human Resource staff
members, hiring managers, and top management. In addition, a complete overhaul of the Employment Division
was infiltrated, including new management and supervision, and a merger of the Employment and
Classification Divisions.

Within six months the department has already seen success with the new system. Six month highlights and
statistics with NEOGOV include:

Over 300 current job postings

53,340 requests for e-mail notifications (job interest)
53,000 applications processed

85% of applications received online

14,639 exams administered

643 hires

Human Resources is committed to providing effective customer service to all departments, employees, and
constituents of the County of San Bernardino, through the timely delivery of innovative, quality human
resources systems, programs, and services. The department will continue to find and implement ways of
providing a higher level of service to ensure that the employment process is as efficient and effective as
possible.

Purchasing Process Improvements

In early 2006, the Purchasing Department conducted an organizational review of operations and identified
specific areas where the County could further refine purchasing policies to be more efficient for departments
while maintaining sufficient controls.

On July 18, 2006, the Board of Supervisors approved increasing the following purchasing limits:

e Procurement of services and non-competitive products from $25,000 to $100,000 to purchase
budgeted services, supplies and equipment.



MAJOR INITIATIVE - Continued

e Request for Proposal (RFP) limit from $75,000 to $150,000 departments to obtain Board of
Supervisors approval when procuring services.

e Emergency purchases from $25,000 to $100,000 when departments must seek Board of Supervisors
approval.

These new changes provide greater operating efficiencies and establish purchasing limits that are consistent
with the other surrounding counties in Southern California. It also allows departments to expedite purchases
under $100,000 while maintaining procedural checks and balances.

The Purchasing Department upgraded its internet website making it simpler for vendors to register to do
business with the County, and retooled its Automated Purchasing System (APS) so that purchasing staff can
enter and retrieve procurement information vital to the operations of the department.

ECONOMIC CONDITION AND OUTLOOK

San Bernardino County, which lies east of Los Angeles County, northeast of Orange County, north of Riverside
County and south of Kern County, contains an area of more than 20,000 square miles. The County consists of 24
incorporated cities and towns, and is Board governed by five Supervisorial Districts. About 90 percent of the
County is desert; the remainder consists of the San Bernardino Mountains and the San Bernardino Valley. Popular
natural attractions in the area include the San Bernardino National Forest, Joshua Tree National Park, Death
Valley National Park, and the East Mojave Scenic Area.

According to the California State Department of Finance, the County’s population grew 1.7 percent from 1,993,983
in January 2006 to 2,028,013 in January 2007. The County’s population is estimated to grow to 2.3 million within
five years.

San Bernardino County continues to be one of the fastest growing and most populous counties in the State,
ranking fifth after Los Angeles, Orange, and San Diego counties. While businesses continue to relocate to San
Bernardino County for its available land, families are drawn by relatively affordable housing, as compared to
neighboring Los Angeles and Orange Counties.

The County continued to have another year of expansion and growth in 2006. Major economic indicators for job
creation, income, retail sales and spending, and construction. San Bernardino County’s labor force numbered
884,100 in 2006, an increase of 22,300 or 2.6 percent from the previous year. Its unemployment rate declined to
4.7 percent in 2005, 0.5 percentage points lower than the previous year.

Sales of new and existing homes in San Bernardino County continued to rise in 2006 due to the increased
demand for housing in the region. This has clearly shifted in 2007, as tightening credit markets and six years of
unprecedented real estate gains have now reached a point of market correction. However, unlike prior housing
downturns, this event is unrelated to job losses or other economic concerns. San Bernardino County remains one
of the top-rated destinations for business, proven by continuing strong results in office, industrial and retail real
estate. Job growth, rising incomes and continuing population growth lead experts to conclude that the housing
downturn will be modest and relatively short compared to past experiences.

Between September 2006 and September 2007, the median price of a single family home in the County
decreased 11 percent from $365,000 to $325,000. Between January 2000 and September 2006, the price rose
dramatically from $124,000 to $365,000.

With the expansion of many businesses and the influx of new families into San Bernardino County, educational
institutions continue to advance the knowledge of the citizenry. Intercollegiate collaboration has created a diverse
labor force that is comprised of a wide range of talent and skill levels. The Metrolink commuter rail service links
San Bernardino County commuters with other rail and bus lines in the Los Angeles and Orange County areas—
thereby allowing most of Southern California to benefit from the County’s proficient workforce. The County’s
diverse labor force is one of its greatest economic assets, second only to its strategic location that is supported by
a superb transportation network.

San Bernardino County’s overall economy is sustained through its outstanding transportation network that includes
6



ECONOMIC CONDITION AND OUTLOOK - Continued

LA/Ontario International Airport, Southern California Logistics Airport, two major transcontinental railroads with
intermodal facilities and classification yards, and many miles of quality interstate highways. The region’s strategic
location allows logistics operations to be positioned within close proximity of the west's two largest ports: Los
Angeles and Long Beach. Businesses located within the County effectively and efficiently serve markets
throughout California, the Western US, and the Pacific Rim. Ensuring the County’s role as a major transportation
center is its desirable Southern California location that allows for the many cargo carriers entering or leaving
California to pass through San Bernardino County on their way to the world.

A progressive approach to business and education, an attractive Southern California location, an unprecedented
transportation network and one of the last sources of affordable and available land within the greater Los Angeles
area assure San Bernardino County’s economic viability in the 21 century.

LONG-TERM FINANCIAL PLANNNING

San Bernardino County’s assessed valuation for 2008 is up $23.8 billion, or 15.9% increase from 2007. While
home construction has slowed, the commercial real estate sector continues to actively work to meet office, retail,
and industrial space demand. Property tax projections for 2007-08 are $206.7 million. Of this amount, $186.2
million is secured property tax revenues for the county general fund. Projections for 2007-08 assumed a 12%
increase in the county assessed valuation, translating into an 11% increase in estimated secured property taz
revenues for the county general fund.

Board Policy requires the County to maintain an appropriated contingency fund to accommodate unanticipated
operational changes, legislative impacts or other economic events affecting the county’s operations, which could
not reasonably been foreseen at the time the budget was prepared. Additionally, final budget action includes a
provision that allocates any difference between estimated and final fund balances to this contingency account for
uncertainties. For fiscal year 2007-08, total contingencies increased $3.7 million or 6.8% from $54.3 million to $58
million.

The County’s five year Capital Improvement Plan (CIP) is reviewed annually and revised to reflect current
circumstances and opportunities. This review identifies needed capital projects, estimates capital requirements,
and coordinates their necessary financing and timing. The following major projects have been approved and
funding is in process; Downtown San Bernardino office space needs — $300 million for 500,000 square feet of new
construction and reuse of 385,000 square feet; Adelanto Detention Center - $111 million for adding 912 beds; and
$63.2 million for Central Juvenile Hall replacement. Other major projects for future financing include Public Safety
Operation Center, addition of jail beds, and law & justice space related to new judgeships.

INDEPENDENT AUDIT

The County's financial statements have been audited by Vavrinek, Trine, Day & Co., LLP, Certified Public
Accountants and independent auditors. The auditors’ report is included in the financial section, which is an integral
part of this Comprehensive Annual Financial Report.

CERTIFICATE OF ACHIEVEMENT

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a Certificate of
Achievement for Excellence in Financial Reporting to the County of San Bernardino for its Comprehensive Annual
Financial Report for the fiscal year ended June 30, 2006. This was the nineteenth consecutive year that the
County has received this prestigious award.

In order to be awarded a Certificate of Achievement, a government unit must publish an easily readable and
efficiently organized Comprehensive Annual Financial Report, the contents of which conform to certificate program
standards. Such reports must satisfy both generally accepted accounting principles and applicable legal
requirements.
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l,‘ E . Vavrinek, Trine, Day & Co., LLP
Certified Public Accountants

INDEPENDENT AUDITOR'S REPORT

To the Board of Supervisors
County of San Bernardino, California

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the discretely presented component unit, each major fund, and the aggregate remaining fund
information of the County of San Bernardino, California (the County), as of and for the fiscal year ended June 30,
2007, which collectively comprise the County's basic financial statements as listed in the table of contents. These
financial statements are the responsibility of the County's management. Our responsibility is to express opinions
on these financial statements based on our audit. We did not audit the financial statements of the San Bernardino
County Flood Control District, the County of San Bemardino Redevelopment Agency and the Children and
Families First Commission of San Bernardino County, which collectively represent the following percentages of
assets, net assets/fund balances and revenues as of and for the fiscal year ended June 30, 2007:

Net Assets/
Opinion Unit Assets Fund Balances Revenues
Governmental Activities 12% 11% 1%
Aggregate Remaining Fund Information 11% 7% 0%
Discretely Presented Component Unit 100% 100% 100%

Those financial statements were audited by other auditors whose reports thereon have been furnished to us, and

our opinion, insofar as it relates to the amounts included for those entities, is based on the reports of the other
auditors.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes consideration of internal control over
financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the County's internal control over financial reporting.
Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements, assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation. We believe
that our audit and the reports of other auditors provide a reasonable basis for our opinions.
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In our opinion, based on our audit and the reports of other auditors, the financial statements referred to above
present fairly, in all material respects, the respective financial position of the governmental activities, the
business-type activities, the discretely presented component unit, each major fund, and the aggregate remaining
fund information of the County as of June 30, 2007, and the respective changes in financial position and cash
flows, where applicable, thereof and the respective budgetary comparison for the General Fund for the year then
ended in conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated November 30, 2007 on
our consideration of the County's internal control over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that
report is 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 internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government Auditing
Standards and should be considered in assessing the results of our audit.

The management's discussion and analysis on pages 21 through 38 is not a required part of the basic financial
statements, but is supplementary information required by accounting principles generally accepted in the United
States of America. We and the other auditors have applied certain limited procedures, which consisted principally
of inquiries of management regarding the methods of measurement and presentation of the required
supplementary information. However, we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the County's basic financial statements. The introductory section, combining and individual non-major
fund statements and schedules, capital assets schedules and statistical section are presented for purposes of
additional analysis and are not a required part of the basic financial statements. The combining and individual
non-major fund statements and schedules and the capital asset schedules have been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, based on our audit and the
reports of other auditors, are fairly stated in all material respects in relation to the basic financial statements taken
as a whole. The introductory section and statistical section have not been subjected to the auditing procedures
applied by us and the other auditors in the audit of the basic financial statements and, accordingly, we express no
opinion on them.

Vowrsmde, T, Do ¢ G, P

Rancho Cucamonga, California
November 30, 2007
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DISCUSSION
AND ANALYSIS



MANAGEMENT’'S DISCUSSION AND ANALYSIS
Fiscal Year Ended June 30, 2007

This section of the County’s annual financial report presents a discussion and analysis of the
County’s financial performance during the fiscal year ended June 30, 2007. Please read it in
conjunction with the transmittal letter at the front of this report and the County’s basic
statements following this section.

FINANCIAL HIGHLIGHTS
(Amounts in thousands)

e The County’s total net assets increased by $299,884. The net increase is attributable to the
$284,398 increase in governmental activities net assets and the $15,486 increase in
business-type activities net assets.

o As of June 30, 2007, the County governmental funds reported combined fund balances of
$1,007,048, an increase of $160,194 in comparison with the prior year. Approximately 84%
of the combined fund balances, $846,732 is available to meet the County’s current and
future needs (unreserved fund balance).

e At the end of the fiscal year, unreserved fund balance for the general fund was $430,888, or
23% of the total general fund expenditures.

e The County’s total capital assets increased by $173,486 in comparison with the prior year.
(See further detail on page 34)

e The County’s total long-term debt decreased by $23,596 in comparison with the prior year.
(See further detail on pages 35).

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the County’s basic
financial statements. The County’'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 County finances, in a manner similar to a private-sector business. These statements
include all assets and liabilities of the County using the accrual basis of accounting, which is
similar to the accounting used by most private-sector companies. All of the current year's
revenues and expenses are taken into account regardless of when cash is received or paid.
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Management’s Discussion and Analysis
(Amounts in thousands)

The statement of net assets presents information on all County assets and liabilities,
with the difference between the two reported as net assets. Over time, increases or
decreases in net assets may serve as a useful indicator of whether the financial position
of the County is improving or deteriorating.

The statement of activities presents information showing how net assets changed during
the most recent fiscal year. All changes in net assets are reported as soon as the
underlying event giving rise to 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., uncollectible taxes and earned but
unused vacation leave).

Both of these government-wide financial statements distinguish functions of the County that are
principally supported by taxes and intergovernmental revenues (governmental activities) from
other functions that are intended to recover all or part of their costs through user fees and
charges (business-type activities). The governmental activities of the County include general
government, public protection, public ways and facilities, health and sanitation, public
assistance, education, recreation and cultural services. The business—type activities of the
County include the Medical Center, the Crestline Sanitation District, the Water and Sewer
Facilities, the Fire Protection Districts — Ambulance, the Waste Systems Division, the Museum
Gift Shop, and the Regional Parks Snack Bar Operations.

Component units are blended in the basic financial statements and consist of legally separate
entities for which the County is financially accountable and that have substantially the same
board as the County or provided services entirely to the County. The following component units
have been blended into the basic financial statements: Fire Protection Districts, Flood Control
District, Park and Recreation Districts, Crestline Sanitation District, County Service Areas,
various Joint Powers Authorities, (“JPAS”) including a Public Benefits Corporation created for
the benefit of the County, Inland Empire Facilities Corporation, San Bernardino County
Financing Authority and the Crestline Financing Authority.

The government-wide financial statements also include a discretely presented component unit,
FIRST 5 of San Bernardino County. FIRST 5 is a discretely presented component unit as its
governing body is not substantially the same as that of the County and FIRST 5 does not
provide services entirely or almost entirely to the County but rather to the citizenry.

The government-wide financial statements can be found on pages 38 - 39 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 County, like
other state and local governments, uses fund accounting to ensure and demonstrate finance-
related legal compliance. All of the funds of the County can be divided into three categories:
governmental funds, proprietary funds, and fiduciary funds.

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 a
county’s near-term financing requirements.
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Management’s Discussion and Analysis
(Amounts in thousands)

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. Both the governmental funds balance sheet and the governmental funds
statement of revenues, expenditures and changes in fund balances provide a reconciliation to
facilitate this comparison between governmental funds and governmental activities.

The County maintains thirty-five individual governmental funds. Information is presented
separately in the governmental funds balance sheet and in the governmental funds statement of
revenues, expenditures and changes in fund balances for the General Fund. Data from the
other governmental funds are combined into a single, aggregated presentation. Individual fund
data for each of these non-major governmental funds is provided in the form of combining
statements elsewhere in this report.

The governmental fund financial statements can be found on pages 42-44 of this report.

Proprietary funds are maintained in two ways. Enterprise funds are used to report the same
functions presented as business-type activities in the government-wide statements. The County
uses enterprise funds to account for the Medical Center, the Crestline Sanitation District, the
Water and Sewer Facilities, the Fire Protection Districts — Ambulance, the Waste Systems
Division, the Museum Gift Shop, and the Regional Parks Snack Bar Operations. Internal
service funds are an accounting device used to accumulate and allocate costs internally among
the County’s various functions. The County uses internal service funds to account for its
printing services, records management, central mail services, telephone services, computer
operations, vehicle services, self-insured worker's compensation, public liability, property
conservation, and safety programs. Because these services predominantly benefit
governmental rather than business-type functions, they have been included within governmental
activities in the government-wide financial statements.

Proprietary funds provide the same type of information as the government-wide financial
statements, only in more detail. The Medical Center and Waste Systems Division are
considered to be major funds of the County. The County’s six internal service funds are
combined into a single, aggregated presentation in the proprietary funds financial statements.
Individual fund data for the internal service funds is provided in the form of combining
statements in this report.

The proprietary fund financial statements can be found on pages 45-47 of this report.
Fiduciary funds are used to account for resources held for the benefit of parties outside the
primary government. Fiduciary funds are not reflected in the government-wide financial
statements because the resources of those funds are not available to support County programs.
The accounting used for fiduciary funds is much like that used for proprietary funds.

The fiduciary fund financial statements can be found on pages 48-49 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 53 - 103 of this report.
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Management’s Discussion and Analysis
(Amounts in thousands)

Supplemental Information

The Supplemental Information section of this report contains the combining statements and
additional budgetary comparison schedules as well as the statistical section. This section is
presented to provide additional information that is useful to the users of these financial
statements.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net assets may serve over time as a useful indicator of a government's
financial position. In the case of the County, assets exceed liabilities by $2,048,147 at the close
of the most recent fiscal year.

Governmental Business-Type
Activities Activities Total
As Restated As Restated As Restated
2007 2006 2007 2006 2007 2006

Cument and other assets $ 2245147 $ 2,018,137 $ 381,248 $ 405,406 $ 2626395 $ 2423543
Capital assets 1,376,760 1,276,451 570,248 570,889 1,947,008 1,847,340

Total assets 3,621,907 3,294,588 951,496 976,295 4,573,403 4,270,883
Cumrent and other liabilities 202,620 183,856 52,129 44,661 254,749 228,517
Long-term Liabilities 1,564,428 1,540,271 706,079 753,832 2,270,507 2,294,103

Total liabilities 1,767,048 1,724,127 758,208 798,493 2,525,256 2,522,620
Net assets:
Invested in capital assets, net of
related debt 1,072,067 984,605 (23,638) (50,023) 1,048,429 934,582
Restricted (Note 3&5), as restated 674,368 541,483 47,023 46,444 721,391 587,927
Unrestricted, as restated 108,424 44,373 169,903 181,381 278,327 225,754

Total Net Assets $ 1,854,859 $ 1,570,461 $ 193288 $ 177,802 $ 2,048,147 $ 1,748,263

The largest portion of the County’s net assets of $1,048,429 reflects its investment in capital
assets (e.g. land and easements, structures and improvements, infrastructure, and equipment),
less any related debt used to acquire those assets that is still outstanding. The County uses
these capital assets to provide services to citizens; consequently, these assets are not available
for future spending. Although the County’s investment in its capital assets is reported net of
related debt, it should be noted that the resources needed to repay this debt must be provided
from other sources, since the capital assets themselves cannot be used to liquidate these
liabilities.

Another significant portion of County net assets are restricted net assets of $721,391. This
category reflects external restrictions imposed by creditors, grantors, contributors, or laws and
regulation of other governments, and restrictions imposed by law through constitutional
provisions or enabling legislation.

The final component of net assets is unrestricted net assets. Unrestricted net assets are
resources that the County may use to meet its current and ongoing obligations to citizens and
creditors. The unrestricted net assets balance increased by $52,573 during the current year,
primarily related to General fund revenue exceeding expenses as a result of continued growth in
property taxes and Public Safety Tax monies.
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Management’s Discussion and Analysis
(Amounts in thousands)

Net Assets
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For business-type activities, the County reported a negative balance of $23,638 invested in
capital assets, net of related debt — an overall increase of $26,385 from prior year. Although still
negative, this balance is primarily due to the Medical Center’s capital assets being depreciated
faster than the related debt schedule payments.

The County’s net assets increased $299,884 ($284,398 in governmental activities and $15,486
in business-type activities) during the current fiscal year mostly from increases in property taxes
and revenues from use of money and property.
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Management’s Discussion and Analysis
(Amounts in thousands)

The following table indicates the changes in net assets for governmental and business-type
activities.

Governmental Business-Type
Activities Activities Total
As Restated As Restated As Restated
2007 2006 2007 2006 2007 2006
Revenues:
Program Revenues
Charges for Services $ 370280 $ 327,053 $ 459,645 431,745 $ 820925 $ 758,798
Operating Grants/Contributions 1,343,734 1,270,663 14,360 15,972 1,358,094 1,286,635
Capital Grants/Contributions 656 32 26,976 21,521 27,632 21,843
General Revenue - - -
Property Taxes, Levied for General Purposes 477,973 418,703 6,453 4,768 484,426 423471
Property Taxes, Levied for Debt Service 10,907 8,375 - - 10,907 8,375
Public Safety Tax 150,903 140,855 - - 150,903 140,855
Sales Taxes 31,846 30,875 - - 31,846 30,875
Other Taxes 58,261 54,221 - - 58,261 54,221
Unrestricted Revenues from Use
of Money and Property 76,046 61,590 14,628 5,9% 90,674 67,584
Miscellaneous 74,695 51,784 8,063 5,705 82,758 57,489
Gains or Loss on Sale of Capital Assets 4,182 5,523 (83 157 4,099 5,680
Total Revenues 2,599,483 2,369,964 530,042 485,862 3,129,525 2,855,826
Expenses: -
General Government 153,438 137,092 - - 153,438 137,092
Public Protection 844,036 764,154 - - 844,036 764,154
Public Ways and Facilities 67,254 73,014 - - 67,254 73,014
Health and Sanitation 273,143 241,7% - - 273,143 241,795
Public Assistance 802,043 817,924 - - 802,043 817,924
Education 18,106 17,612 - - 18,106 17,612
Recreation and Cultural Services 24,899 19,355 - - 24,899 19,355
Interest on Long Term Deht 83,260 75,350 - - 83,260 75,350
Medical Center - - 477,814 430,460 477,814 430,460
Waste Systems - - 53,320 69,320 53,320 69,320
Other - - 31,504 21,463 31,504 21,463
Total Expenses 2,266,179 2,146,29% 562,638 521,243 2,828,817 2,667,539
Excess (Deficit) before Specia Items and
Transfers 333,304 223,668 (32,596) (35,381) 300,708 188,287
Specia Item - Eminent Domain Settlement - - 1,676 - 1,676 -
Special Item - Gain on Sale of Surplus Land - - - 28,230 - 28,230
Specid item - Litigation Settlement - (102,000) (2,500 - (2,500 (102,000)
Transfers (48,906) (85,500) 48,906 85,500 - -
Increase in Net Assets 284,398 36,168 15,486 78,349 299,884 114517
Net Assets -- Beginning of Year, as restated 1,570,461 1,534,293 177,802 99,453 1,748,263 1,633,746
Net Assets - End of Year $ 1854859 $ 1570461 $ 113288 $ 177802 $ 2048147 $ 1748263
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Management’s Discussion and Analysis
(Amounts in thousands)

Governmental Activities increased the County’s net assets by $284,398. The overall increase
in net assets is the result of ongoing and one-time revenues exceeding ongoing expenditures.
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Business-type Activities increased the County’s net assets by $15,486 primarily due to
activities of the Waste Systems Division which account for $21,542 of the increase; while
activities of the Medical Center account for $8,777 of the decrease, and Other Enterprise funds
account for $2,721. The Waste Division’s increase is primarily due to a decrease in the
closure/postclosure expenses in the current year due to a change in capacity calculations.
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(Amounts in thousands)

FINANCIAL ANALYSIS OF COUNTY FUNDS

As noted earlier, the County uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements.

Governmental funds: The general government functions are contained in the General, Special
Revenue, Debt Service, and Capital Project funds. Included in these funds are the special
districts governed by the Board of Supervisors. The focus of the County’s governmental funds
is to provide information on near-term inflows, outflows, and balances of spendable resources.
Such information is useful in assessing the County’s financing requirements. In particular,
unreserved fund balance may serve as a useful measure of a government’s net resources
available for spending at the end of the fiscal year.

At June 30, 2007, the County’s governmental funds reported a total fund balance of $1,007,048,
an increase of $160,194 in comparison with the prior year. Approximately 84% of the total fund
balance, $846,732 constitutes unreserved fund balance, which is available to meet the County’s
current and future needs. The remainder of the fund balance is reserved to indicate that it is not
available for new spending because it has been committed: 1) to pay debt service of $28,444; 2)
to reflect inventories and prepaid assets of $1,882; 3) to reflect land held for resale of $9,896; 4)
to reflect amounts due as loans and interfund receivable that are long-term in nature of $35 and
$21,165 respectively 5) to liquidate contractual commitments of the period of $81,174; and 6) to
reflect the mandated 1% reserve for property tax losses of $17,720.

The General fund is the chief operating fund of the County. At June 30, 2007, unreserved fund
balance of the General fund was $430,888 while total fund balance reached $489,726. As a
measure of the General fund’s liquidity, it may be useful to compare both unreserved fund
balance and total fund balance to total fund expenditures. Unreserved fund balance represents
23% of total fund expenditures, while total fund balance represents 27% of the same amount.

County management also designates unreserved fund balance to a particular function, project
or activity. Fund balance may also be designated for purposes beyond the current year;
however, designated fund balance is available for appropriation at any time. Of the $430,888
General fund unreserved fund balance, 41% is designated. The most significant designations
include $52,456 for General Purpose, $32,075 for Medical Center Debt Service, $30,700 for
Future Retirement Rate, $2,028 for Teeter Plan (reserve for property tax losses), $16,400 for
Future Financing, and $19,600 for Future Space Needs. Unreserved undesignated fund
balance at year-end was $254,437.

The total fund balances increased 19% or $160,194 with the significant changes in the following
funds:

e The total fund balance of the general fund increased 18.5% or $76,681 as a result of
revenue exceeding expenditures mainly due to increased taxes revenues.

e The total fund balance of transportation increased 89.5% or $17,508 mainly as a result of
increased receipt of aid from other government agencies to finance various road projects.

¢ The Mental Health Service Act fund received ongoing state fund of $26,401 in the current
year.
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(Amounts in thousands)

Revenues for governmental functions totaled $2,598,505 in fiscal year 2006-2007, which
represents an increase of 10% from fiscal year 2005-2006.

The following table presents the amount of revenue from various sources as well as the
changes from the prior year.

2006-07 Over (Under) 2005-06
Percent
Revenues Amount of Total Amount Percent
Taxes $ 733,833 8% $ 89,443 12%
Licenses, Permits and Franchises 25,077 1% 2,615 10%
Fines, Forfeitures and Penalties 19,224 1% 568 3%
Revenues From Use of Money and Property 76,046 3% 13,127 17%
Aid From Other Governmental Agencies 1,344,390 52% 70,521 5%
Charges for Current Services 325,979 13% 40,044 12%
Other Revenues 73,956 3% 21,968 30%
Total Revenues $ 2,598,505 100% $ 238,286

The County’s three major funding sources; taxes, aid from other governmental agencies, and
charges for current services constitute 93% of all revenues.

Taxes increased by $89,443. An Increase in Public Safety Tax in the amount of $10,048, along
with a continued rise in the assessed valuation and general growth contributed to the increase.

Aid from other governmental agencies increased by $70,521. This increase is primarily due to
receipt of ongoing state Mental Health Act funds of $26,500 in fiscal year 2007. In addition, this
revenue source increased by approximately $16,000 for various road and traffic congestion
projects.

Revenues from use of money and property increased by $13,127 due to an increase in
investment earnings.

Charges for current services increased by $40,044. The most significant increase is due to the
$19,900 increase in revenue primarily from law enforcement contracts in fiscal year 2007 due to
amendments increasing staff, vehicles, and the increases in staff costs related to MOU
adjustments and benefits.

Other revenue increased by $21,968 in the current year. The most significant increase is due to

one-time insurance receipt of approximately $8,000 in relation to the settled land dispute with
Colonies Partners.
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The following table presents expenditures by function compared to prior year amounts.

2006-07 Over (Under) 2005-06
Percent
Expenditures Amount of Total Amount Percent

Current:

General Government $ 152,991 6% $ 15,444 10%

Public Protection 851,946 35% 102,046 12%

Public Ways and Facilities 81,659 3% 6,243 8%

Health and Sanitation 277,677 11% 32,490 12%

Public Assistance 820,617 33% (6,613) -1%

Education 18,149 1% 680 4%

Recreation and Cultural Services 22,086 1% 5,643 26%
Debt Service

Principal 66,154 3% 28,558 43%

Interest and Fiscal Charges 62,191 3% 7,223 12%

Bond Issuance Costs 2,230 0% (67) -3%

Advance Refunding Escrow - 0% (1,622) N/A
Capital Outlay 97,056 4% (10,001) -10%

Total Expenditures $ 2,452,756 100% $ 180,024

Total County expenditures increased $180,024 or 7.9% from fiscal year 2005-2006 to fiscal year
2006-2007.

Public Protection expenditures increased by $102,046. Of this amount, approximately $60,000
is due to staffing increases, and salary and benefit adjustments, and $20 million is due to
increases in service and supply expenditures for various flood control projects.

Public Ways and Facilities increased by $6,243. Of this amount, approximately $6,100 is
attributed to various road projects including National Trails Highway, Alta Loma Drive, Maple
Lane, Wright Mountain Road, and Phelan Road in the current year.

Health and Sanitation expenditures increased by $32,490. Of this amount, approximately
$7,000 is due to increased matching contributions to the State for the newly enacted legislation
that replaced SB 855 and SB 1255. Approximately, $12,500 increased to operate Mental Health
Services Act program, and Alcohol and Drug Services.

Debt service principal payments increased by $28,558; and debt service interest payments
increased by $7,223. These amounts are primarily attributed to refunding the obligations of the
Flood Control District relating to a loan made by and between the United States of America and
the County entered into under the Small Reclamation Projects Act of 1956, and the remaining
amount is mostly due to the overall increase in interest rates affecting the interest payments.

Capital Outlay decreased by $10,001. This decrease is primarily due to the Adelanto Jail
purchase for $30,500 and five helicopters from American Eurocopter Corporation for $14,000 in
fiscal year 2005-2006. Excluding these prior year events, the overall capital outlay expenditures
increased from the prior year mainly for financing various capital projects.
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Other financing sources and uses are presented below to illustrate changes from the prior year.

Other Financing Sources (Uses)
Governmental Funds

Increase 2005-06
2006-07 Amount Percent
Transfers to Other Funds $ (300,797) $ (4,020) 1%
Transfers from Other Funds 253,304 36,498 17%
Refunding Bonds Issued 23,845 (34,430) -59%
Premium on Refunding Bonds 1,385 115 9%
Payment to Refunded Bonds Escrow Agent - 18,792 -
Long-Term Debt Issued 132,851 130,733 6172%
Inception of Capital Lease Obligations 1,675 852 104%
Sale of Capital Assets 4,182 (1,187) -22%
Judgment Obligation Bonds Uses (102,000) (102,000) -
Total Other Financing Sources and (Uses) $ 14,445 $ 45353

Total Other Financing Sources and (Uses) increased by $45,353.

Transfers to other funds increased by $4,020 in 2006-07. The key elements of this increase are
as follows:

e Decrease of $30,000 is due to a one-time transfer in FY 05/06 from the General Fund to
the Medical Center for the Arrowhead Regional Medical Center 6" floor remodel.

e Increase of $10,458 in transfers within Nonmajor Governmental Funds to the Central
Courthouse Seismic Surcharge Fund.

e Increase of $8,422 in transfers from the General Fund to the 2004 POB Pension
Obligation Debt Service Fund.

¢ Increase of $5,279 in transfers from the Mental Health Services Act to the General Fund.

¢ Increase of $3,933 in transfers from the Tobacco Tax program to the General Fund.

¢ Increase of $3,601 in transfers from Special Revenue Funds to the Debt Service Funds
to make a payment for the San Sevaine project.

Transfers from other funds increased by $36,498 in 2006-07. The key elements of this increase
are as follows:

e Increase of $10,458 in transfers to the Central Courthouse Seismic Surcharge Fund
from Other Special Revenue Funds.

e Increase of $8,422 in transfers to the 2004 POB Pension Obligation Debt Service Fund
from the General Fund.

e Increase of $5,279 in transfers to the General Fund from the Mental Health Services Act.
Increase of $3,933 in transfers to the General Fund from the Tobacco Tax program.

e Increase of $3,601 in transfers to the Debt Service Fund from the Special Revenue
Funds to make a payment for the San Sevaine project.

e Increase of $2,800 in transfers to the General Fund from the Sheriff's Special Projects
Fund for proceeds received from the sale of aircraft.
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The decrease of $34,430 in refunding bonds issued resulted in the difference of the refunding
bond issued during FY 05/06 in the amount of $58,275 for the Redevelopment Agency (San
Sevaine Redevelopment Project) of the County and the new refunding bond issued during FY
06/07 in the amount of $23,845. The San Bernardino County Flood Control District issued in
May 2007, “Series 2007” Refunding Bonds in the amount of $23,845.

Long-term debt issued increased by $130,733 due to the fact that two new bonds were issued.
In May 2007, the San Bernardino County Flood Control District issued $103,355 in Judgment
Obligation Bonds consisting of, “2007 Series A” bonds in the amount of $58,355 and “2007
Series B” bonds in the amount of $45,000. In June 2007, The County of San Bernardino issued
$18,370 in “2007 Series” Revenue Bonds for the Courthouse Project.

Schedule of Revenues, Expenditures, and Changes in Fund Balances

Governmental Funds

Governmental Activities

Other Total
General Governmental Governmental
Fund Funds Funds
Revenues $ 2,080,678 $ 517,827 $ 2,598,505
Expenditures (1,834,302) (618,454) (2,452,756)
Excess/(Deficiency) of Revenues Over/(Under)
Expenditures 246,376 (100,627) 145,749
Total Other Financing Sources and (Uses) (169,695) 184,140 14,445
Net Change In Fund Balance 76,681 83,513 160,194
Fund Balance, July 1, 2006, As Restated 413,045 433,809 846,854
Fund Balance, June 30, 2007 $ 489,726 $ 517,322 $ 1,007,048
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Management’s Discussion and Analysis
(Amounts in thousands)

Proprietary funds: County proprietary funds provide the same type of format found in the
governmental-wide financial statements, but in more detail.

The following table shows actual revenues, expenses and results of operations for the current
fiscal year:

Business-Type Activities --
Enterprise Funds

Waste Other Total
Medical Systems Enterprise Enterprise
Center Division Funds Funds
Revenues
Net Patient Care and Services $ 375973 $ - $ - $ 375,973
Charges for Current Services - 62,722 20,253 82,975
Other 13,527 697 - 14,224
Total Operating Revenues 389,500 63,419 20,253 473,172
Operating Expenses
Professional Services 38,518 28,784 1,967 69,269
Salaries and Employee Benefits 185,775 6,299 9,329 201,403
Selfinsurance claims - - - -
Services and Supplies 202,065 12,023 7,462 221,550
Depreciation and Amortization 18,251 2,199 2,973 23,423
Other 4,057 - 3,026 7,083
Total Operating Expenses 448,666 49,305 24,757 522,728
Operating Income (Loss) (59,166) 14,114 (4,504) (49,556)
Nonoperating Revenues (Expenses)
Interest Revenue 3,460 8,931 2,237 14,628
Interest Expense (28,423) (4,015) (397) (32,835)
Tax Revenue 735 - 5,718 6,453
Grant Revenue 26,976 - 833 27,809
Gain (Loss) on Sale of Capital Assets - (10) (73) (83)
Other Nonoperating Revenues - 3,029 5,034 8,063
Other Nonoperating Expenses (725) - (6,350) (7,075)
Total Nonoperating Revenues (Expenses) 2,023 7,935 7,002 16,960
Income (Loss) Before Special Item and Transfers (57,143) 22,049 2,498 (32,596)
Special Item - Eminent Domain Settlement - 1,676 - 1,676
Special Item - Litigation Settlement - (2,500) - (2,500)
Transfers to Other Funds (15,981) (243) (2,562) (18,786)
Transfers from Other Funds 64,347 560 2,785 67,692
Change in Net Assets (Deficit) (8,777) 21,542 2,721 15,486
Net Assets, July 1, 2006, As Restated 20,575 51,852 105,375 177,802
Net Assets, June 30, 2007 $ 11,798 $ 73,394 $ 108,096 _$ 193,288

The net increase by $15,486 in net assets was primarily due to the following reasons:

e The total net assets of the Waste System Division increased $21,542 as a result of a
decrease in the closure/postclosure expenses due to a change in capacity calculations.

e The total net assets of the Medical Center decreased $8,777 mainly as a result of
increased salaries and employee benefits as well as service and supplies costs
exceeding increased revenues in fiscal year 2006-07.

¢ The non-major enterprise fund net assets increased by $2,721 as a result of increased
user fees over expenses.
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GENERAL FUND BUDGETARY HIGHLIGHTS

The County’s final expenditure budget differs from the original budget by approximately .73%. A
net increase in appropriations of $16,067 was approved during the fiscal year. The significant
components of this net decrease are summarized below:

On August 15, 2006, the Board adopted a budget amendment to increase the budget of
the Public Health department by $1,086. This increase was for purchasing services and
supplies and equipment for the Public Health Preparedness and Response to Bioterrorism
program.

On September 12, 2006, the Board adopted a budget amendment to increase the budget
of the Sheriff's department by $1,974. These increases were due to the receipt of a grant
for the 2006 Technology Program. This grant was used to further the development of the
FAST-ID and Mobile Identification systems.

On November 28, 2006, the Board adopted a budget amendment to increase the budget
of the Sheriff's department by $1,260. This increase was to fund the salaries for the
Citizen’s Option for Public Safety (COPS) program.

On December 12, 2006, the Board adopted a budget amendment to use $3,137 of
Realignment Contingencies to purchase an Automated Pharmacy Dispensing System for
the County Hospital.

On January 23, 2007, the Board adopted a budget amendment to increase the budget of
the Sheriff's Department by $2,364. This increase is due to the receipt of state funding for
the California Multi-Jurisdictional Methamphetamine Enforcement Team Program.

On February 13, 2007, the Board adopted a budget amendment to increase the budget for
the Sheriff's Department by $2,219. This increase was for providing additional contracted
court security services to the Superior Court.

On June 26, 2007, the Board adopted a budget amendment to increase the budget for the
Sheriff's Department by $1,300. This increase was to cover unanticipated increases in
salaries, pharmacy and medical costs for inmates, vehicle and aircraft fuel, and vehicle
and aircraft maintenance.

On August 14, 2007, the Board adopted a budget amendment to increase the budget for

the County Trial Courts — Maintenance of Effort by $3,188. This amendment was done in
order to facilitate the year-end closing process.
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The County’s final Other Financing Sources/Uses budget differs from the original budget by
approximately 22%. Supplemental appropriations of $29,649 were approved during the fiscal
year. The significant elements of this increase are summarized below:

On November 7, 2006, the Board adopted a budget amendment to increase the County
Museum’s budget by $3,703. These funds were used for the on-going construction of the
County Museum’s Hall of Geological Wonders.

On December 12, 2006, the Board adopted a budget amendment to increase the
Healthcare Realignment budget by $3,137. These funds were transferred to the County
Hospital to purchase an Automated Pharmacy Dispensing System.

On February 27, 2007, the Board adopted a budget amendment to use $2,278 from the
Electronic Voting Reserve to fund the remodel of the Registrar of Voters offices.

On June 26, 2007, a budget transfer was approved to decrease the Human Services
transfers out budget by $1,300 and increase the expenditures budget by $1,300. The
increased expenditures budget was used to purchase computer and technology
equipment for the CalWorks program.

On June 28, 2007, a budget transfer was approved to increase the Health Care Costs
transfers out budget by $7,000. This increase was to fund a transfer of realignment funds
to the County Hospital for additional operational expenditures.

On July 2, 2007, a budget transfer was approved to increase the Health Care Costs
transfers out budget by $11,000. This increase was to fund a transfer of realignment funds
to the County Hospital for additional operational expenditures.

On August 2, 2007, a budget transfer was approved to increase the General
Administration transfers out budget by $4,504. This increase was to provide financing for
various health care programs.

The difference between the final budget and actual expenditures resulted in $275,654 of
unspent appropriations. Health Administration accounts for the largest variance of $98,673
resulting in the replacement of SB 855 and SB 1255 for Disproportionate Share Hospital
Programs with SB 1100, California’s Medi-Cal Hospital/Uninsured Care Demonstration Project.
The remaining variance is largely due to unexpended appropriations for Salaries and Benefits
and Services and Supplies.

The General fund budget to actual statement can be found on page 44 of this report.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital assets

The County’s equity investment in capital assets for governmental and business-type activities
as of June 30, 2007, amounted to $1,048,429 - net of related debt. This investment in capital
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assets includes land and easements, improvements to land, structures and improvements,
equipment and vehicles, construction-in-progress (CIP), and infrastructure less bonds and
capital leases payable related to those assets.

Major capital asset events during the current fiscal year include the following:

e The Flood Control funds have various flood control channel facilities under construction
with a CIP value of $81,499. The flood control facilities were primarily comprised of the
West State Street Drain in the amount of $13,821, the Etiwanda Levees and Creek in the
amount of $30,046, the San Sevaine Channel (Jurupa to Valley) in the amount of $17,585,
and the San Timoteo project with a CIP value of $9,590.

e The Capital Improvement Fund had approximately $32,412 in additions to CIP comprised
of the following large projects: 1) 303 Building Improvement project in the amount of
$15,011; 2) Expansion of the Coroner's Morgue Facility in the amount of $2,706; 3)
Security Upgrades to the West Valley Detention Center in the amount of $1,113; 4)
Museum Design for the Hall of Paleontology in the amount of $1,233; and 5)
Improvements to the Glen Helen Water Distribution System in the amount of $1,106.

e The primary increases in Improvements other than Buildings consisted of the Santa Ana
River Trail (Phase 1) completion in the amount of $4,356 and land improvements to the
Chino Airport in the amount of $5,544.

e The primary increases in Equipment and Vehicles consisted of the purchase of a
helicopter by the Sheriff's Department in the amount of $2,600 and two pieces of
Caterpillar road equipment in the amount of $1,346.

Capital assets for the governmental and business-type activities are presented below to
illustrate changes from the prior year:

Increase/
Governmental Activities Business Activities Total (decrease)

Percent
2007 2006 2007 2006 2007 2006 of Change
Land $ 67868 $ 63234 $ 21603 $ 22572 $ 89471 $ 85,806 4.27%
Capitalized Software 7,662 6,759 - - 7,662 6,759 13.36%
Construction in progress 168,054 111,531 20,290 15,664 188,344 127,195 48.08%
Improvement other than Buildings 163,533 138,698 241,053 232,647 404,586 371,345 8.95%
Structures and Improvements 560,161 542,691 514,464 513,726 1,074,625 1,056,417 1.72%
Equipment 248,671 221,465 107,066 103,071 355,737 324,536 9.61%
Infrastructure 1,081,835 1,056,716 - 1,081,835 1,056,716 2.38%
Total $2297,784 $ 2141094 $ 904476 $ 837680 $ 3202260 $ 3,028,774 5.73%

Additional information on the County’s capital assets can be found on Note 9 on pages 76-77 of this report.

The County’s infrastructure assets are recorded at historical cost in the government-wide
financial statements as required by GASB No. 34.
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Long-term debt
Major long-term debt events during the current fiscal year include the following:

e |ssued Revenue Bonds, Series 2007 totaling $18,370 (Central Courthouse Surcharge
Project).

e Issued Judgment Obligation Bonds, Series A totaling $58,355 and Series B totaling
$45,000 (Flood Control District).

¢ |ssued Refunding Bonds, Series 2007 totaling $23,845 (Flood control District).
e Principal payments made on debt for a total of $69,453.

e Amortization of deferred amount of refunding and discounts totaling $23,209.

e Amortization of premium totaling $426.

e The estimated liability for closure/postclosure care costs decreased by $21,312.

Long-term debt of the governmental and business-type activities are presented below to
illustrate changes from the prior year:

Increase/
Governmental Activities Business Activities Total (decrease)
Percent
2007 2006 2007 2006 2007 2006 of Change
Cettificates of Participation $ 18690 $ 200528 $ 589367 $ 61809 $ 776326 $ 818627 -517%
General Obligation Bonds - - 1815 1,930 1815 1,930 -596%
Revenue Bonds 457,038 439,87/ - - 457,038 439,879 390%
Other Bonds and Notes Payable 649,062 522,83 6,399 6,905 655,461 529,740 2373%
Compensated Absences 126,290 116,562 9,943 8,729 136,233 125,291 873%
Capital lease Qhligations 4,010 3,88 4,136 2438 8,146 6,327 2875%
Estimated Liability for
Litigation and Self-Insured claims 129,683 127,233 - - 129,683 127,233 193%
Estimated Liability for Closure /
Postclosure Care cost - - 94,419 115,731 4,419 115,731  -1842%
Special item:
Litigation Settlerment Payable - 102,000 - - - 102,000 -100.00%
Other Long-Term Debt 11,386 27,345 - - 11,386 21345  -5836%
Total $1564428 $ 1540271 $ 706079 $ 753832 $ 2270507 $ 2,294,103 -103%

Additional information on the County’s long-term debt can be found in Note 11 on pages 79-87 of this report.
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ECONOMIC FACTORS AND FYO07 BUDGETING

1.

The Board continued to focus the County’s resources on public safety. The 2006-07 final
budget saw increased appropriations to the Law and Justice Departments and the County
Fire Department.

The capital projects budget increased by financing various capital improvements. Major
new projects included the renovation of Central Juvenile Hall in San Bernardino, the
expansion of the Adelanto Adult Detention Center, and the Fontana Government Center.
The major carryover projects were the seismic retrofit and remodel of the historic County
Courthouse, and the remodel of the six floor of the Arrowhead Regional Medical Center.

The county continued to enhance the development of a countywide economic strategy to
serve as a framework for policy decision making when planning for the explosive growth
and development the County now faces.

The 2006-07 final budget included increased transportation spending to improve the
County road system.

As the population of the County continues to increase, the needs of the County continue
to grow. Among the County financing issues on the horizon are:

Jail Expansion

Hospital Expansion

State/Federal Financing Issues

New Judgeships

Building Needs

Economic and Redevelopment Needs

CONTACTING THE COUNTY’'S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, investors and
creditors with a general overview of the County’s finances and to show the County’s
accountability for the money it receives. If you have questions about this report, separate
reports of the County’s component units or need any additional financial information, contact the
Auditor/Controller-Recorder Office, 222 W. Hospitality Lane, County of San Bernardino,
California, 92415.
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COUNTY OF SAN BERNARDINO
STATEMENT OF NET ASSETS
JUNE 30, 2007 (IN THOUSANDS)

ASSETS

CASH AND CASH EQUIVALENTS (NOTE 6)
INVESTMENTS

ACCOUNTS RECEIVABLE - NET (NOTE 2)
TAXES RECEIVABLE (NOTE 2)
INTEREST RECEIVABLE

SPECIAL ASSESSMENT RECEIVABLE
LOAN RECEIVABLE

OTHER RECEIVABLES

DUE FROM OTHER GOVERNMENTS
INTERNAL BALANCES

DUE FROM PRIMARY GOVERNMENT
LAND HELD FOR RESALE (NOTE 2)
INVENTORIES

PREPAID ITEMS

NOTE RECEIVABLE

DEFERRED CHARGES

RESTRICTED CASH AND INVESTMENTS (NOTE 6 & 8)

OTHER ASSETS
PREPAID PENSION ASSET (NOTE 17)
LAND (NOTE 9)

STRUCTURES, IMPROVEMENTS, AND INFRASTRUCTURE (NOTE 9)

EQUIPMENT (NOTE 9)
CAPITALIZED SOFTWARE (NOTE 9)

ACCUMULATED DEPRECIATION AND AMORTIZATION (NOTE 9)

CONSTRUCTION IN PROGRESS (NOTE 9)
TOTAL ASSETS

LIABILITIES

ACCOUNTS PAYABLE AND OTHER CURRENT LIABILITIES

SALARIES AND BENEFITS PAYABLE
DUE TO OTHER GOVERNMENTS
INTEREST PAYABLE

DEFERRED REVENUE

SPECIAL ITEM - LITIGATION SETTLEMENT PAYABLE (NOTE 22)

NONCURRENT LIABILITIES (NOTE 11):

PORTION DUE OR PAYABLE IN ONE YEAR:
COMPENSATED ABSENCES PAYABLE (NOTE 11)
COP BONDS AND NOTES PAYABLE (NOTE 11)
CAPITAL LEASE OBLIGATIONS (NOTE 11&13)
OTHER LONG TERM LIABILITIES (NOTE 11)
ESTIMATED LIABILITY FOR CLOSURE/POST-CLOSURE CARE

COSTS (NOTE 11&16)

ESTIMATED LIABILITY FOR LITIGATION AND SELF-INSURED CLAIMS

(NOTE 10&11)

PORTION DUE OR PAYABLE AFTER ONE YEAR:
COMPENSATED ABSENCES PAYABLE (NOTE 11)
COP BONDS AND NOTES PAYABLE, NET (NOTE 11)
CAPITAL LEASE OBLIGATIONS (NOTE 11&13)
OTHER LONG TERM LIABILITIES (NOTE 11)
ESTIMATED LIABILITY FOR CLOSURE/POST-CLOSURE CARE

COSTS (NOTE 11&16)

ESTIMATED LIABILITY FOR LITIGATION AND SELF-INSURED CLAIMS

(NOTE 10&11)

NET ASSETS:

INVESTED IN CAPITAL ASSETS, NET OF RELATED DEBT

RESTRICTED (NOTE 5)

LEGALLY SEGREGATED SPECIAL REVENUE FUNDS FOR GRANTS

AND OTHER PURPOSES
DEBT SERVICE
CAPITAL PROJECT FUNDS
PERMANENT FUNDS
STATE REALIGNMENT FUNDS
UNRESTRICTED
TOTAL NET ASSETS

The notes to the basic financial statements are an integral part of this statement.

PRIMARY GOVERNMENT

COMPONENT UNIT

GOVERNMENTAL BUSINESS-TYPE FIRST 5
ACTIVITIES ACTIVITIES TOTAL SAN BERNARDINO
$ 1,092,615 139,042  $ 1,231,657 91,290
14,429 - 14,429 -
15,937 52,595 68,532 -
37,338 739 38,077 -
7,669 - 7,669 -
2,627 - 2,627 -
145 188 333 -
205,227 13,616 218,843 5,151
13,835 (13,835) - -
- - - 1,013
9,896 - 9,896 -
2,843 1,639 4,482 -
3,347 10,200 13,547 20
10,523 1,475 11,998 -
114 167,758 167,872 -
- 7,831 7,831 -
828,602 - 828,602 -
67,868 21,603 89,471 -
1,805,529 755,517 2,561,046 -
248,671 107,066 355,737 301
7,662 - 7,662 -
(921,024) (334,228) (1,255,252) (192)
168,054 20,290 188,344 -
3,621,907 951,496 4,573,403 97,583
60,007 23,533 83,540 2,814
66,286 11,982 78,268 145
25,366 1,873 27,239 850
13,891 12,210 26,101 -
37,070 31 37,101 -

- 2,500 2,500
71,761 6,392 78,153 -
42,604 33,362 75,966 -

1,455 1,665 3,120 -

760 - 760 -

- 9,358 9,358 -
45,444 - 45,444 -
54,529 3,551 58,080 96

1,250,455 564,219 1,814,674 -
2,555 2,471 5,026 -
10,626 - 10,626 -

- 85,061 85,061 -
84,239 - 84,239 -
1,767,048 758,208 2,525,256 3,905
1,072,067 (23,638) 1,048,429 109

369,125 - 369,125 256
28,444 47,023 75,467 -
119,170 - 119,170 -
583 - 583 -
157,046 - 157,046 -
108,424 169,903 278,327 93,313
$ 1,854,859 103288 _$ 2,048,147 93,678
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COUNTY OF SAN BERNARDINO
STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2007 (IN THOUSANDS)

EUNCTIONS/PROGRAMS
PRIMARY GOVERNMENT:
GOVERNMENTAL ACTIVITIES:
GENERAL GOVERNMENT
PUBLIC PROTECTION
PUBLIC WAYS AND FACILITIES
HEALTH AND SANITATION
PUBLIC ASSISTANCE
EDUCATION
RECREATION AND CULTURAL SERVICES
INTEREST ON LONG TERM DEBT
TOTAL GOVERNMENTAL ACTIVITIES

BUSINESS-TYPE ACTIVITIES:
MEDICAL CENTER
WASTE SYSTEMS
OTHER
TOTAL BUSINESS-TYPE ACTIVITIES
TOTAL PRIMARY GOVERNMENT

COMPONENT UNIT
FIRST 5 SAN BERNARDINO

PRIMARY GOVERNMENT

COMPONENT UNIT

PROGRAM REVENUES

NET (EXPENSE)/REVENUE AND
CHANGES IN NET ASSETS

The notes to the financial statements are an integral part of this statement
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OPERATING CAPITAL
CHARGES FOR GRANTS AND GRANTS AND GOVERNMENTAL BUSINESS-TYPE
EXPENSES SERVICES CONTRIBUTIONS CONTRIBUTIONS ACTIVITIES ACTIVITIES TOTAL SAN BERNARDINO
$ 153438 $ 103,993 $ 19,275 - $ (30,170) - $  (30,170) -
844,036 198,803 198,710 57 (446,466) - (446,466) -
67,254 6,772 69,247 475 9,240 - 9,240 -
273,143 49,020 315,857 - 91,734 - 91,734 -
802,043 2,827 732,626 - (66,590) - (66,590) -
18,106 1,170 1,219 - (15,717) - (15,717) -
24,899 7,695 6,800 124 (10,280) - (10,280) -
83,260 - - - (83,260) - (83,260) -
2,266,179 370,280 1,343,734 656 (551,509) - (551,509) -
477,814 375,973 13,527 26,976 - (61,338) (61,338) -
53,320 63,419 - - - 10,099 10,099 -
31,504 20,253 833 - - (10,418) (10,418) -
562,638 459,645 14,360 26,976 - (61,657) (61,657) -
$ 2828817 829,925 $ 1,358,094 27,632 (551,509) (61,657) (613,166) -
$ 27181 $ - $ 28,404 - $ - - $ - 1,223
GENERAL REVENUES:
PROPERTY TAXES, LEVIED FOR GENERAL PURPOSES 477,973 6,453 484,426 -
PROPERTY TAXES, LEVIED FOR DEBT SERVICE 10,907 - 10,907 -
PUBLIC SAFETY TAX 150,903 - 150,903 -
SALES TAXES 31,846 - 31,846 -
OTHER TAXES 58,261 - 58,261 -
UNRESTRICTED REVENUES FROM USE OF MONEY AND PROPERTY 76,046 14,628 90,674 4,778
MISCELLANEOUS 74,695 8,063 82,758 4
GAINS OR LOSS ON SALE OF CAPITAL ASSETS 4,182 (83) 4,099 -
SPECIAL ITEM - EMINENT DOMAIN SETTLEMENT (NOTE 22) - 1,676 1,676 -
SPECIAL ITEM - LITIGATION SETTLEMENT (NOTE 22) - (2,500) (2,500) -
TRANSFERS (48,906) 48,906 - -
TOTAL GENERAL REVENUES, SPECIAL ITEMS AND TRANSFERS 835,907 77,143 913,050 4,782
CHANGE IN NET ASSETS 284,398 15,486 299,884 6,005
NET ASSETS - BEGINNING, AS RESTATED (NOTE 3) 1,570,461 177,802 1,748,263 87,673
NET ASSETS - ENDING $ 1,854,859 193,288 _$ 2,048,147 93,678
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COUNTY OF SAN BERNARDINO
BALANCE SHEET
GOVERNMENTAL FUNDS

JUNE 30, 2007 (IN THOUSANDS)

ASSETS

CASH AND CASH EQUIVALENTS (NOTE 6)

INVESTMENTS (NOTE 6)

ACCOUNTS RECEIVABLES - NET (NOTE 2)

TAXES RECEIVABLE (NOTE 2)

INTEREST RECEIVABLE

LOANS RECEIVABLE

OTHER RECEIVABLES

DUE FROM OTHER FUNDS (NOTE 7)

DUE FROM OTHER GOVERNMENTS (NOTE 2)

LAND HELD FOR RESALE (NOTE 2)

INVENTORIES

PREPAID ITEMS

INTERFUND RECEIVABLE (NOTE 7)

RESTRICTED CASH AND INVESTMENTS (NOTES 6 & 8)
TOTAL ASSETS

LIABILITIES AND FUND BALANCES

ACCOUNTS PAYABLE

SALARIES AND BENEFITS PAYABLE

DUE TO OTHER FUNDS (NOTE 7)

DUE TO OTHER GOVERNMENTS

INTEREST PAYABLE

DEFERRED REVENUE (NOTE 2)

INTERFUND PAYABLE (NOTE 7)
TOTAL LIABILITIES

FUND BALANCES (NOTE 5):
RESERVED FOR:
ENCUMBRANCES
PREPAID ITEMS
NONCURRENT INTERFUND RECEIVABLES
LAND HELD FOR RESALE
INVENTORIES
LOANS RECEIVABLE
DEBT SERVICE
TEETER
UNRESERVED, REPORTED IN:
DESIGNATED
UNDESIGNATED
GENERAL FUND
SPECIAL REVENUE FUNDS
CAPITAL PROJECTS FUNDS
PERMANENT FUNDS
TOTAL FUND BALANCES
TOTAL LIABILITIES AND FUND BALANCES

Amounts reported for governmental activities in the statement of net
assets are different due to the following (NOTE 4):

Capital assets used in governmental activities that are not financial
resources and, therefore, are not reported in the funds.

Other long-term assets that are not available to pay for current-period
expenditures and, therefore, are deferred in the governmental funds.
Prepaid Pension Assets

Internal service funds that are used by management to charge the costs
of general services, telephone services, computer operations, vehicle
services, risk management, and flood control equipment to individual
funds. The assets and liabilities of the internal service funds are

included in the governmental activities in the statement of net assets.

Interest Payable

Long-term liabilities, including bonds payable, that are not due and

payable in the current period and therefore are not reported in the funds.

Net assets of governmental activities (page 38)

The notes to the basic financial statements are an integral part of this statement.

OTHER TOTAL
GOVERNMENTAL ~ GOVERNMENTAL
GENERAL FUND FUNDS FUNDS
$ 363,846 $ 527,005 $ 890,851
; 14,429 14,429
4,913 467 5,380
24,033 13,305 37,338
7,987 911 8,898
35 - 35
42 103 145
28,544 18,616 47,160
185,344 18,884 204,228
- 9,896 9,896
435 80 515
1,278 89 1,367
20,765 400 21,165
- 114 114
$ 637,222 $ 604,299 $ 1,241,521
$ 34438 $ 18202  $ 52,640
53,983 10,068 64,051
4,749 22,120 26,869
21,207 4131 25,338
- 1,192 1,192
33,119 12,908 46,027
- 18,356 18,356
147,496 86,977 234,473
18,605 62,569 81,174
1,278 89 1,367
20,765 400 21,165
- 9,896 9,896
435 80 515
35 - 35
- 28,444 28,444
17,720 - 17,720
176,451 - 176,451
254,437 - 254,437
- 326,420 326,420
- 88,841 88,841
- 583 583
489,726 517,322 1,007,048
3$ 637,222 $ 604,299
1,353,339
22,672
828,602
87,773
(13,891)
(1,430,684)
S 1854859
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COUNTY OF SAN BERNARDINO

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS

YEAR ENDED JUNE 30, 2007 (IN THOUSANDS)

OTHER TOTAL
GOVERNMENTAL  GOVERNMENTAL
GENERAL FUND FUNDS FUNDS
REVENUES
TAXES $ 606,395 $ 127,438 $ 733,833
LICENSES, PERMITS AND FRANCHISES 24,444 633 25,077
FINES, FORFEITURES AND PENALTIES 11,520 7,704 19,224
REVENUES FROM USE OF MONEY AND PROPERTY 51,008 25,038 76,046
AID FROM OTHER GOVERNMENTAL AGENCIES 1,093,478 250,912 1,344,390
CHARGES FOR CURRENT SERVICES 277,547 48,432 325,979
OTHER REVENUES 16,286 57,670 73,956
TOTAL REVENUES 2,080,678 517,827 2,598,505
EXPENDITURES:
CURRENT:
GENERAL GOVERNMENT 134,219 18,772 152,991
PUBLIC PROTECTION 655,228 196,718 851,946
PUBLIC WAYS AND FACILITIES 2,567 79,092 81,659
HEALTH AND SANITATION 262,443 15,234 277,677
PUBLIC ASSISTANCE 748,633 71,984 820,617
EDUCATION 2,719 15,430 18,149
RECREATION AND CULTURAL SERVICES 11,660 10,426 22,086
DEBT SERVICE
PRINCIPAL 275 65,879 66,154
INTEREST AND FISCAL CHARGES 2,379 59,812 62,191
BOND ISSUANCE COSTS - 2,230 2,230
CAPITAL OUTLAY 14,179 82,877 97,056
TOTAL EXPENDITURES 1,834,302 618,454 2,452,756
EXCESS (DEFICIENCY) OF REVENUES OVER (UNDER) EXPENDITURES 246,376 (100,627) 145,749
OTHER FINANCING SOURCES (USES):
TRANSFERS TO OTHER FUNDS (NOTE 7) (220,059) (80,738) (300,797)
TRANSFERS FROM OTHER FUNDS (NOTE 7) 49,698 203,606 253,304
REFUNDING BONDS ISSUED (NOTE 11) - 23,845 23,845
PREMIUM ON REFUNDING BONDS (NOTE 11) - 1,385 1,385
LONG-TERM DEBT ISSUED (NOTE 11) - 132,851 132,851
INCEPTION OF CAPITAL LEASE OBLIGATIONS (NOTE 11) 276 1,399 1,675
SALE OF CAPITAL ASSETS 390 3,792 4,182
JUDGEMENT OBLIGATION BONDS USES - (102,000) (102,000)
TOTAL OTHER FINANCING SOURCES AND (USES) (169,695) 184,140 14,445
NET CHANGE IN FUND BALANCE 76,681 83,513 160,194
FUND BALANCE, JULY 1, 2006, AS RESTATED (NOTE 3) 413,045 433,809 846,854
FUND BALANCE, JUNE 30, 2007 $ 489,726 $ 517,322 $ 1,007,048
NET CHANGES IN FUND BALANCES -- TOTAL GOVERNMENTAL $ 160,194
Governmental funds report capital outlays as expenditures. However, in the statement of activities the cost of
those assets is allocated over their estimated useful lives and reported as depreciation expense. This is the
amount by which capital outlay exceeds depreciation in the current period. 99,311
Internal service funds are used by management to charge the costs of general service group, telephone
services, computer operations, vehicle services, risk management, and flood control equipment. The net
revenues of the internal service funds is reported within governmental activities. 60,532
Revenues in the statement of activities that do not provide current financial resources are not reported as
revenues in the governmental funds. (4,626)
Expenses in the statement of activities that do no require the use of the current financial resources and,
therefore, are not reported as expenditures in the governmental funds. (19,989)
Reduction of the Litigation Settlement Payable 102,000
Amortization of the 95 POBs prepaid asset and the amortization of the 04 POB deferred costs. (10,540)
The issuance of long-term debt (e.g. bonds, leases) provides current financial resources to governmental funds,
while the repayment of the principal of long-term debt consumes the current financial resources of governmental
funds. Neither transaction, however, has any effect on net assets. Also, governmental funds, report the effect
of issuance costs, premiums, discounts, and similar items when debt is first issued, whereas these amounts
are deferred and amortized in the statement of activities. This amount is the net effect of these differences in
the treatment of long-term debt and related items. (102,484)
Changes in net assets of governmental activities (page 39) $ 284,398

The notes to the basic financial statements are an internal part of this statement.
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COUNTY OF SAN BERNARDINO
GENERAL FUND

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES - BUDGET AND ACTUAL ON A BUDGETARY BASIS

YEAR ENDED JUNE 30, 2007 (IN THOUSANDS)

REVENUES
TAXES
LICENSES, PERMITS AND FRANCHISES
FINES, FORFEITURES AND PENALTIES
REVENUES FROM USE OF MONEY AND PROPERTY
AID FROM OTHER GOVERNMENTAL AGENCIES
CHARGES FOR CURRENT SERVICES
OTHER REVENUES

TOTAL REVENUES

EXPENDITURES:
CURRENT:
GENERAL GOVERNMENT
PUBLIC PROTECTION
PUBLIC WAYS AND FACILITIES
HEALTH AND SANITATION
PUBLIC ASSISTANCE
EDUCATION
RECREATION AND CULTURAL SERVICES
DEBT SERVICE
PRINCIPAL
INTEREST AND FISCAL CHARGES
CAPITAL OUTLAY

TOTAL EXPENDITURE
EXCESS OF REVENUES OVER EXPENDITURES
OTHER FINANCING SOURCES (USES):
TRANSFERS TO OTHER FUNDS (NOTE 7)
TRANSFERS FROM OTHER FUNDS (NOTE 7)
INCEPTION OF CAPITAL LEASE OBLIGATIONS (NOTE 11)
SALE OF CAPITAL ASSETS
TOTAL OTHER FINANCING SOURCES AND (USES)
NET CHANGE IN FUND BALANCE

FUND BALANCE, JULY 1, 2006

FUND BALANCE, JUNE 30, 2007

The notes to the basic financial statements are an integral part of this statement.

VARIANCE WITH
FINAL BUDGET -

BUDGETED AMOUNTS POSITIVE

ORIGINAL FINAL ACTUAL AMOUNTS (NEGATIVE)

$ 593,276 595796  $ 606,395 $ 10,599
24,559 24,612 24,444 (168)
8,949 10,933 11,520 587
35,067 35,121 51,008 15,887
1,042,168 1,057,349 1,093,478 36,129
375,119 381,327 277,547 (103,780)
9,499 9,752 16,286 6,534
2,088,637 2,114,890 2,080,678 (34,212)
196,272 207,335 136,252 71,083
662,612 683,277 653,903 29,374
2,725 2,559 2,553 6
439,031 423,147 264,527 158,620
794,732 797,465 749,418 48,047
2,918 2,918 2,719 199
12,215 12,215 11,634 581
306 306 275 31
6,554 2,430 2,379 51
14,074 15,854 13,980 1,874
2,131,439 2,147,506 1,837,640 309,866
(42,802) (32,616) 243,038 275,654
(223,251) (257,734) (220,059) 37,675
87,040 91,874 49,698 (42,176)
276 276 276 -
543 543 390 (153)
(135,392) (165,041) (169,695) (4,654)
(178,194) (197,657) 73,343 271,000
397,778 397,778 397,778 -
$ 219,584 200,121 $ 471121 $ 271,000
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COUNTY OF SAN BERNARDINO
STATEMENT OF NET ASSETS
PROPRIETARY FUNDS

JUNE 30, 2007 (IN THOUSANDS)

BUSINESS-TYPE ACTIVITIES --

ENTERPRISE FUNDS GOVERNMENTAL
WASTE OTHER TOTAL ACTIVITIES --
MEDICAL SYSTEMS  ENTERPRISE ENTERPRISE  INTERNAL SERVICE
CENTER DIVISION FUNDS FUNDS FUNDS
ASSETS
CURRENT ASSETS:
CASH AND CASH EQUIVALENTS (NOTE 6) $ 34422 $ 54428 $ 50192 $ 139042 $ 201,764
ACCOUNTS RECEIVABLE - NET (NOTE 2) 41,647 8,221 2,727 52,595 10,557
TAXES RECEIVABLE - 739 - 739 -
OTHER RECEIVABLES - - 188 188 -
DUE FROM OTHER FUNDS (NOTE 7) 1,526 28 209 1,763 1,061
DUE FROM OTHER GOVERNMENTS 11,428 2,074 114 13,616 999
INVENTORIES 1,579 - 60 1,639 2,328
PREPAID ITEMS 2,776 7,424 - 10,200 1,980
TOTAL CURRENT ASSETS 93,378 72,914 53,490 219,782 218,689
NONCURRENT ASSETS:
DEFERRED CHARGES - 1,475 - 1,475 -
RESTRICTED CASH AND INVESTMENTS (NOTE 6 & 8) 60,021 107,737 - 167,758 -
OTHER ASSETS 7,831 - - 7,831 -
LAND, STRUCTURE, IMPROVEMENTS, AND INFRASTRUCTURE 514,878 152,242 110,000 777,120 7,659
EQUIPMENT 102,296 1,876 2,894 107,066 62,264
ACCUMULATED DEPRECIATION AND AMORTIZATION (186,792) (92,415) (55,021) (334,228) (46,502)
CONSTRUCTION IN PROGRESS 2,768 10,241 7,281 20,290 -
TOTAL NONCURRENT ASSETS 501,002 181,156 65,154 747,312 23,421
TOTAL ASSETS 594,380 254,070 118,644 967,094 242,110
LIABILITIES
CURRENT LIABILITIES:
ACCOUNTS PAYABLE AND OTHER CURRENT LIABILITIES 14,132 8,291 1,110 23,533 7,367
SALARIES AND BENEFITS PAYABLE 11,511 448 23 11,982 2,235
DUE TO OTHER FUNDS (NOTE 7) 13,950 642 160 14,752 8,363
DUE TO OTHER GOVERNMENTS - 1,832 a1 1,873 28
INTEREST PAYABLE 11,996 926 155 12,247 -
DEFERRED REVENUE - - 31 31 600
SPECIAL ITEM - LITIGATION SETTLEMENT PAYABLE (NOTE 22) - 2,500 - 2,500 -
COMPENSATED ABSENCES PAYABLE (NOTE 11) 5,908 484 - 6,392 2,123
BONDS AND NOTES PAYABLE (NOTE 11) 27,180 5,750 432 33,362 -
CAPITAL LEASE OBLIGATIONS (NOTE 11) 1,665 - - 1,665 24
ESTIMATED LIABILITY FOR CLOSURE/POST-CLOSURE CARE
COSTS (NOTE 11&16) - 9,358 - 9,358 -
ESTIMATED LIABILITY FOR LITIGATION AND SELF-INSURED
CLAIMS (NOTE 10&11) - - - - 45,444
TOTAL CURRENT LIABILITIES 86,342 29,401 1,952 117,695 66,184
NONCURRENT LIABILITIES:
INTERFUND PAYABLE (NOTE 7) - - 809 809 2,000
COMPENSATED ABSENCES PAYABLE (NOTE 11) 3,390 156 5 3,551 1,892
BONDS AND NOTES PAYABLE (NOTE 11) 490,379 66,058 7,782 564,219 -
CAPITAL LEASE OBLIGATIONS (NOTE 11) 2,471 - - 2,471 22
ESTIMATED LIABILITY FOR CLOSURE/POST-CLOSURE CARE
COSTS (NOTE 11&16) - 85,061 - 85,061 -
ESTIMATED LIABILITY FOR LITIGATION AND SELF-INSURED
CLAIMS (NOTE 10&11) - - - - 84,239
TOTAL NONCURRENT LIABILITIES 496,240 151,275 8,596 656,111 88,153
TOTAL LIABILITIES 582,582 180,676 10,548 773,806 154,337
NET ASSETS
INVESTED IN CAPITAL ASSETS, NET OF RELATED DEBT (80,714) 136 56,940 (23,638) 21,930
RESTRICTED FOR:
DEBT SERVICE 47,023 - - 47,023 -
UNRESTRICTED 45,489 73,258 51,156 169,903 65,843
TOTAL NET ASSETS $§ 11798 $ 73,394 $ 108,096 _$ 193,288 $ 87,773

The notes to the basic financial statements are an integral part of this statement.
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COUNTY OF SAN BERNARDINO

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET ASSETS
PROPRIETARY FUNDS

YEAR ENDED JUNE 30, 2007 (IN THOUSANDS)

BUSINESS-TYPE ACTIVITIES --

ENTERPRISE FUNDS GOVERNMENTAL
WASTE OTHER TOTAL ACTIVITIES --
MEDICAL SYSTEMS ENTERPRISE  ENTERPRISE  INTERNAL SERVICE
CENTER DIVISION FUNDS FUNDS FUNDS
OPERATING REVENUES:
NET PATIENT CARE AND SERVICE $ 375,973 $ - $ - $ 375,973 $ -
CHARGES FOR CURRENT SERVICES - 62,722 20,253 82,975 191,175
OTHER 13,527 697 - 14,224 -
TOTAL OPERATING REVENUES 389,500 63,419 20,253 473,172 191,175

OPERATING EXPENSES:

PROFESSIONAL SERVICES 38,518 28,784 1,967 69,269 6,569
SALARIES AND EMPLOYEE BENEFITS 185,775 6,299 9,329 201,403 32,778
SELF-INSURANCE CLAIMS - - - - 34,511
SERVICES AND SUPPLIES 202,065 12,023 7,462 221,550 57,679
DEPRECIATION AND AMORTIZATION 18,251 2,199 2,973 23,423 6,310
OTHER 4,057 - 3,026 7,083 349

TOTAL OPERATING EXPENSES 448,666 49,305 24,757 522,728 138,196

OPERATING INCOME (LOSS) (59,166) 14,114 (4,504) (49,556) 52,979

NONOPERATING REVENUES (EXPENSES)

INTEREST REVENUE 3,460 8,931 2,237 14,628 7,014
INTEREST EXPENSE (28,423) (4,015) (397) (32,835) ®)
TAX REVENUE 735 - 5,718 6,453 -
GRANT REVENUE 26,976 - 833 27,809 -
GAIN (LOSS) ON SALE OF CAPITAL ASSETS - (10) (73) (83) 1,344
OTHER NONOPERATING REVENUES - 3,029 5,034 8,063 610
OTHER NONOPERATING EXPENSES (725) - (6,350) (7,075) -

TOTAL NONOPERATING REVENUES (EXPENSES) 2,023 7,935 7,002 16,960 8,966

CHANGE IN NET ASSETS BEFORE SPECIAL ITEMS AND TRANSFERS (57,143) 22,049 2,498 (32,596) 61,945

SPECIAL ITEM - EMINENT DOMAIN SETTLEMENT (NOTE 22) - 1,676 - 1,676 -

SPECIAL ITEM - LITIGATION SETTLEMENT (NOTE 22) - (2,500) - (2,500) -

TRANSFERS TO OTHER FUNDS (NOTE 7) (15,981) (243) (2,562) (18,786) (1,433)

TRANSFERS FROM OTHER FUNDS (NOTE 7) 64,347 560 2,785 67,692 20

CHANGE IN NET ASSETS (8,777) 21,542 2,721 15,486 60,532

TOTAL NET ASSETS, JULY 1, 2006, AS RESTATED (NOTE 3) 20,575 51,852 105,375 177,802 27,241

TOTAL NET ASSETS, JUNE 30, 2007 $ 11798 $ 73394 _$ 108096 _$ 103288 _$ 87,773

The notes to the basic financial statements are an integral part of this statement.
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COUNTY OF SAN BERNARDINO

STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS

YEAR ENDED JUNE 30, 2007 (IN THOUSANDS)

CASH FLOWS FROM OPERATING ACTIVITIES:
CASH RECEIVED FROM PATIENT CARE AND SERVICES
CASH PAYMENTS TO SUPPLIERS OF GOODS AND SERVICES
CASH PAYMENTS TO EMPLOYEES FOR SERVICES

NET CASH PROVIDED (USED) BY OPERATING ACTIVITIES

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
TAXES RECEIVED
GRANTS RECEIVED
OTHER
TRANSFERS RECEIVED
TRANSFERS PAID

NET CASH PROVIDED (USED) BY NONCAPITAL FINANCING ACTIVITIES

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:
STATE DEBT SERVICE FUNDING RECEIVED
ACQUISITION OF CAPITAL ASSETS
PRINCIPAL PAID ON CAPITAL LEASE OBLIGATIONS
INTEREST PAID ON CAPITAL LEASE OBLIGATIONS
PRINCIPAL PAID ON BONDS AND NOTES
INTEREST PAID ON BONDS AND NOTES
PREPAID CAPITAL ASSET ITEM
PROCEEDS FROM SALE OF CAPITAL ASSETS

NET CASH PROVIDED (USED) BY CAPITAL AND RELATED FINANCING
ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES:
PROCEEDS FROM SALE AND MATURITIES OF INVESTMENTS
INTEREST ON INVESTMENTS

NET CASH PROVIDED BY INVESTING ACTIVITIES
NET INCREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS - BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS - END OF YEAR

RECONCILIATION OF OPERATING INCOME TO NET CASH PROVIDED
(USED) BY OPERATING ACTIVITIES:

OPERATING INCOME (LOSS)

ADJUSTMENTS TO RECONCILE OPERATING INCOME (LOSS) TO NET
CASH PROVIDED (USED) BY OPERATING ACTIVITIES:

DEPRECIATION
BAD DEBT EXPENSE
AMORTIZATION RELATED TO DEBT

CHANGES IN ASSETS AND LIABILITIES:
ACCOUNTS RECEIVABLE
DUE FROM OTHER GOVERNMENTS
DUE FROM OTHER FUNDS
INVENTORIES
PREPAID ITEMS
ACCOUNTS PAYABLE AND OTHER LIABILITIES
SALARIES AND BENEFITS PAYABLE
DUE TO OTHER GOVERNMENTS
DEFERRED REVENUE
ESTIMATED LIABILITIES FOR CLOSURE/POST CARE CLOSURE COSTS
ESTIMATED LIABILITIES FOR LITIGATION AND SELF-INSURANCE 