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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
The Trustee of the Trust upon duly executed direction from the City constitutes the Trust’s highest level of 
decision-making authority. When resolutions are adopted by the Trustee that constrain fund balances for a 
specific purpose, such resources are accounted for and reported as committed for such purpose; unless 
and until a subsequent resolution altering the commitment is adopted by the Trustee. There is no authority 
under which fund balances may be internally constrained. 
 
Fund balances which are constrained for use for a specific purpose, based on the direction of any officer of 
the Trust who is duly authorized due to executed direction from the City, to direct the movement of such 
funds, are accounted for and reported as assigned for such purpose unless and until a subsequent 
authorized action by the same or another duly authorized officer, or by the Trustee, is taken which removes 
or changes the assignment.  
 
When both restricted and unrestricted resources are available for use for a specific purpose, it is the Trust’s 
policy to use restricted resources first then unrestricted resources as they are needed. When committed, 
assigned, or unassigned resources are available for use for a specific purpose, it is the Trust’s policy to use 
committed resources first, then assigned resources, and then unassigned resources as they are needed. 
 
Resources constrained for debt service or redemption in accordance with the bond indenture are classified 
as restricted on the statements of net position and the governmental funds balance sheets. 

 
B. Cash equivalents include short-term investments with maturities of three months or less at date of acquisition. 

Investments, including accrued interest, are reported at fair value. 
 
C.  The Trust records tax lien receivables based on the amounts that are receivable for real estate taxes, water 

rents, sewer surcharges, and other charges. Interest that accrues on the outstanding balances as well as 
certain other costs, such as public notices that can be recovered from the taxpayer as part of the tax lien 
balance are capitalized. The Trust establishes an allowance for doubtful accounts by comparing tax lien 
receivable balances with the estimated fair value of the properties subject to the liens as provided by the City. 
The Trust also considers certain factors related to specific properties, such as environmental issues, and 
where other tax liens have legal priority over the Trust’s tax liens in determining the adequacy of its allowance 
for doubtful accounts.  

 
D. Bond discounts are amortized over the life of the related debt in proportion to the debt that is repaid each year. 

Amortization of bond discounts is recorded as a component of bond interest expense. Bond issuance costs 
are expensed in the year the bonds are issued. (see Note 6) 

 
E. The City and the Water Board have agreed to share in the distributions and residual assets of the Trust in 

accordance with the fixed percentages as of the first purchase of tax liens of 81% and 19% respectively. After 
the second purchase of tax liens (see Note 5) the percentages to the City and the Water Board were adjusted 
to 85.09% and 14.91%, respectively. As the City is the sole beneficiary of the net position of the Trust, the 
amounts that would be due to the Water Board under this agreement are recorded as a general long-term 
liability for financial reporting purposes. 

 
F. The preparation of financial statements in accordance with accounting principles generally accepted in the 

United States of America requires the Trust’s management to make estimates and assumptions in 
determining the reported amounts of assets and liabilities, disclosure of contingent assets and liabilities as 
of the date of the financial statements, and the reported amounts of additions and deductions in fiduciary net 
position during the reporting period. Actual results could differ from those estimates. 

  














