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INDEPENDENT AUDITOR'S REPORT

Board of County Commissioners
Garfield County, Colorado

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of Garfield County, Colorado
(the “County”), as of and for the year ended December 31, 2009, 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 conducted our audit in accordance with U.S. generally accepted auditing standards and Government
Auditing Standards issued by the Comptroller General of the United States. 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 examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes 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 provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, each major fund,
and the aggregate remaining fund information of the County as of December 31, 2009, and the respective
changes in financial position and cash flows, where applicable, thereof for the year then ended in
conformity with U.S. generally accepted accounting principles.

In accordance with Government Auditing Standards, we have also issued our report dated May 14, 2010,
on our consideration of the County’s internal control over financial reporting and on our tests of its
compliance with provisions of laws, regulations, contracts, and grants. That report is an integral part of
and audit performed in accordance with Government Auditing Standards and should be read in
conjunction with this report in considering the resuits of our audit.

The Management'’s Discussion and Analysis found in Section B is not a required part of the basic
financial statements but is supplementary information required by the Governmental Accounting
Standards Board. We 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.

The budgetary comparison statements found in Section E are not a required part of the basic financial
statements but are supplementary information required by the Governmental Accounting Standards
Board. Such information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in our opinion, is fairly stated in all material respects in relation to the basic
financial statements taken as a whole.
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Board of County Commissioners
Garfield County, Colorado

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the County’s basic financial statements. The accompanying financial information found in
Section F is presented for purposes of additional analysis and is not a required part of the basic financial
statements. The accompanying financial information presented as special reports and the Schedule of
Expenditures of Federal Awards in Section G is presented for purposes of additional analysis and as
required by the U.S. Office of Management Budget Circular A-133, Audits of States and Local
Governments, and Non-Profit Organizations, and are not a required part of the basic financial statements
of Garfield County, Colorado. Such information has been subjected to the auditing procedures applied in
the audit of the basic financial statements and, in our opinion, is fairly stated in all material respects in
relation to the basic financial statements taken as a whole.

/q"/é"“"‘ and %f‘fha;:éf L.Lg,

McMahan and Associates, L.L.C.
May 14, 2010
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MANAGEMENT'S DISCUSSION AND ANALYSIS (Unaudited) Garfield County, Colorado
December 31, 2009

Management’s Discussion and Analysis

Within this section of Garfield County’s (the County) annual financial report, the County’s management is pleased to provide
this narrative discussion and analysis of the financial activities of the County for the calendar year ended December 31, 2009.
The County’s financial performance is discussed and analyzed within the context of the accompanying financial statements
and disclosures following this section.

FINANCIAL HIGHLIGHTS

As of 12/31/2009, the County’s total assets ($436.2 million) exceeded its total liabilities ($100.7 million) by
$335,513,208 (total net assets) for the calendar year reported. Total net assets increased by $44,656,059 or 15.4% over
2008.

Total net assets are comprised of the following:

(1) Capital assets, net of related debt, totaled $253,023,979 including property and equipment, net of accumulated
depreciation, and reduced for outstanding debt related to the purchase or construction of capital assets.

(2) Net assets of $3,898,570 are restricted by constraints imposed from outside the County such as debt covenants,
grantors, laws, or regulations.

(3) Unrestricted net assets of $78,590,659 represent the portion available to maintain the County’s continuing
obligations to citizens and creditors.

Total governmental revenues in 2009 were $133.0 million which compares with 2008 total revenues of $93.9 million.
This represents a 41.7% increase in revenue.

Total governmental expenditures in 2009 were $117.8 million which compares with 2008 total expenditures of $85.3
million. This represents a 38.1% increase in expenditures.

The County’s governmental funds reported total ending fund balance of $77.1 million this year. This compares to the
prior year ending fund balance of $61.9 million showing an increase of $15.2 million or 24.6% during 2009.

At the end of the current calendar year, fund balance for the General Fund was $18,242,620, or 40.1% of total General
Fund expenditures. This compares to the prior year ending fund balance of $17,647,244 showing an increase of
$595,376 or 3.4% during 2009.

Overall, the County continues to maintain a strong financial position. We expect revenues to decline starting in 2011 for
a few years until the Oil & Gas Industry recovers from the recession. Therefore, the County has established a Zero
Based Approach towards hiring until the economic downturn reverses. We are directing discretionary expenditures
toward:

@ Infrastructure enhancements to address the backlog caused by the past growth and Oil & Gas activities which
include roads, bridges, and airport runway improvements;

@ Studies to analyze the various impacts of growth, and possible opportunities for economic development; and

@ Establishing a budget reserve for 2011 and beyond.

The above financial highlights are explained in more detail in the “financial analysis” section of this document.
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MANAGEMENT'S DISCUSSION AND ANALYSIS (Unaudited) Garfield County, Colorado
December 31, 2009

OVERVIEW OF THE FINANCIAL STATEMENTS

This Management Discussion and Analysis document introduces the County’s basic financial statements. The basic financial
statements include:

(1) Government-wide Financial Statements,
(2) Fund Financial Statements, and
(3) Notes to the Basic Financial Statements.

The County also includes in this report additional information to supplement the basic financial statements.

GOVERNMENT-WIDE FINANCIAL STATEMENTS

The County’s annual report includes two government-wide financial statements. Financial reporting at this level uses a
perspective similar to that found in the private sector with its basis in accrual accounting and elimination or reclassification of
activities between funds.

The first of these government-wide statements is the Statement of Net Assets. This is the government-wide statement of
position presenting information that includes all of the County’s assets and liabilities, with the difference 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 as a whole is improving or deteriorating. Evaluation of the overall health of the County would extend to other
nonfinancial factors such as diversification of the taxpayer base or the condition of County infrastructure, in addition to the
financial information provided in this report.

The second government-wide statement is the Statement of Activities, which reports how the County’s net assets changed
during the current calendar year. All current year revenues and expenses are included regardless of when cash is received or
paid. An important purpose of the design of the statement of activities is to show the financial reliance of the County's
distinct activities or functions on revenues provided by the County's taxpayers.

Both government-wide financial statements distinguish governmental activities of the County that are principally supported
by property and sales taxes, and from business-type activities that are intended to recover all or a significant portion of their
costs through user fees and charges. Governmental activities include general government; public safety; health and welfare;
culture and recreation; and maintenance and improvement of transportation, infrastructure, buildings, grounds, and public
works. Business-type activities include the solid waste operations (landfill) and the County’s motor pool.

The government-wide financial statements are presented on pages C1 and C2 of this report.

FUND FINANCIAL STATEMENTS

A fund is an accountability unit used to maintain control over resources segregated for specific activities or objectives. The
County uses funds to ensure and demonstrate compliance with finance-related laws and regulations. Within the basic
financial statements, fund financial statements focus on the County’s most significant funds (“major funds”) rather than the
County as a whole. Major funds are separately reported while all others are combined into a single, aggregated presentation.
Individual fund data for non-major funds is provided in the form of combining statements in a later section of this report.

The County has three kinds of funds:

Governmental funds are reported in the fund financial statements and encompass the same functions reported as
governmental activities in the government-wide financial statements. However, the focus is very different with fund
statements providing a distinctive view of the County’s governmental funds. These statements report short-term calendar
accountability focusing on the use of spendable resources and balances of spendable resources available at the end of the
year. They are useful in evaluating annual financing requirements of governmental programs and the commitment of
spendable resources for the near-term.
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MANAGEMENT'S DISCUSSION AND ANALYSIS (Unaudited) Garfield County, Colorado
December 31, 2009

Since the government-wide focus includes the long-term view, comparisons between these two perspectives may provide
insight into the long-term impact of short-term financing decisions. Both the governmental fund balance sheet and the
governmental fund operating statement provide a reconciliation to assist in understanding the differences between these two
perspectives.

Garfield County governmental funds are comprised of the General Fund, and 15 special revenue funds. The basic
governmental fund financial statements are presented on pages C3 through C6 of this report. Individual fund information for
non-major governmental funds is found in combining statements in a later section of this report.

Proprietary funds are reported in the fund financial statements and generally report services for which the County charges
customers a fee. The two County proprietary funds are the Solid Waste Fund (an enterprise fund) and the Motor Pool Fund
(an internal services fund). These funds essentially encompass the same functions reported as business-type activities in the
government-wide statements. The basic proprietary fund financial statements are presented on pages C7 through C9 of this
report.

Fiduciary funds account for funds held in a trustee or agency for another party or entity. These funds do not “belong” to the
County; therefore, only balance sheet accounts (assets and liability) accounts are used (not expenditure or revenue accounts).
The County has no trustee funds. The County agency fund information is presented on pages C10 and F18 of this report.

NOTES TO THE BASIC FINANCIAL STATEMENTS

The accompanying notes to the financial statements provide information essential to a full understanding of the government-
wide and fund financial statements. The notes to the financial statements begin on page D1 of this report.

OTHER SUPPLEMENTARY INFORMATION

In addition to the basic financial statements and accompanying notes, this report also presents certain supplementary data
including information concerning the County's budget presentations. Budgetary comparison statements are included as
“Required Supplementary Information” for the Major Funds: General Fund, the Road and Bridge Fund, the Oil & Gas
Mitigation Fund, the Human Services Fund, and the Capital Expenditures Fund (pages E1 — E5). Budgetary comparison
schedules for all other governmental funds (Non-Major Funds) can be found in the Supplementary Information section of this
report (pages F1 through F15). The Proprietary Fund budgetary comparison schedules are on pages F16 and F17. These
statements and schedules demonstrate compliance with the County’s adopted and final revised budget. As discussed, the
County reports major funds in the basic financial statements. Combining and individual statements and schedules for non-
major funds are presented in a subsequent section of this report beginning on pages F1 through F15 of this report.
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MANAGEMENT'S DISCUSSION AND ANALYSIS (Unaudited)
December 31, 2009

Garfield County, Colorado

FINANCIAL ANALYSIS OF THE COUNTY AS A WHOLE

The County implemented the new financial reporting model used in this report beginning with the calendar year ended
December 31, 2003. Over time, as year-to-year financial information is accumulated on a consistent basis, changes in net
assets may be observed and used to discuss the changing financial position of the County as a whole.

Assets: Total Assets for the County on December 31, 2009 were $436,195,333 and Total Liabilities were $100,682,125.
The County’s Net Assets at calendar year-end are $335,513,208 with a 15.4% increase over 12/31/2008. The County
received Federal, State and local funding for airport, road and building improvements. The following provides a summary of
the County’s Net Assets (as presented on page C1):

SUMMARY OF NET ASSETS

Governmental Activities Business-type Activities TOTAL

2009 2008 2009 2008 2009 2008
Assets:
Current assets $ 158,940,441 $ 115,217,433 $ 5,337,989 5,852,352 $ 164,278,430 $ 121,069,785
Restricted assets 1,715,960 1,715,500 - - 1,715,960 1,715,500
Non-current assets 606,964 671,141 - - 606,964 671,141
Capital assets 267,059,399 238,534,438 2,534,580 2,206,023 269,593,979 240,740,461
Total Assets 428,322,764 356,138,512 7,872,569 8,058,375 436,195,333 364,196,887
Liabilities:
Current liabilities 81,070,416 52,564,283 222,810 145,465 81,293,226 52,709,748
Non-current liabilities 18,396,296 19,844,593 992,603 785,396 19,388,899 20,629,989
Total Liabilities 99,466,712 72,408,876 1,215,413 930,861 100,682,125 73,339,737
Net Assets:
Invested in capital
assets, net of debt 250,489,399 220,875,579 2,534,580 2,206,023 253,023,979 223,081,602
Restricted 3,898,570 5,050,542 - - 3,898,570 5,050,542
Unrestricted 74,468,083 57,803,515 4,122,576 4,921,490 78,590,659 62,725,005
Total Net Assets 328,856,052 283,729,636 6,657,156 7,127,513 335,513,208 290,857,149

The County continues to maintain a high current ratio. The current ratio compares current assets to current liabilities (for this
calculation “Due within one year” is included) and is an indication of the ability to pay current obligations (debt over the next
12 months). The current ratio for governmental activities is 2:1 and 24:1 for business type activities. For the County overall,
the current ratio is 2:1 (assets are twice liabilities). These ratios are very strong.

The County reported positive balances in net assets for both governmental and business-type activities. Net assets increased
$45.1 million for governmental activities and decreased by $0.4 million for business-type activities. The County's overall
financial position improved during calendar year 2009 by $44.7 million.

Note that approximately 76.2% of the governmental activities’ net assets are invested in capital. Capital assets are tangible
property used in the operation of the County such as land, roads and bridges, buildings, machinery, furnishings and
equipment. The County uses these capital assets to provide services to its citizens. With business type activities, the County
has spent approximately 38.1% of its net assets on capital. Capital assets in the business-type activities also generate
revenues for this fund.
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MANAGEMENT'S DISCUSSION AND ANALYSIS (Unaudited) Garfield County, Colorado
December 31, 2009

Changes in Net Assets:  Governmental activities and business-type activities increased the County’s net assets by
$44,656,059 or 15.4%. The following table provides a summary of the County’s changes in net assets for governmental and
business-type activities in 2009 and 2008:

SUMMARY OF CHANGES IN NET ASSETS
Governmental Business-type
Activities Activities Total
2009 2008 2009 2008 2009 2008

Revenues:

Program:

Charges for services | $ 6,525,273 | $ 7,003,140 |[$ 1,363,718 | $ 2,306,000 | $ 7,888,991 | $ 9,309,140
Operating grants 24,081,281 18,846,379 45,110 13,654 24,126,391 18,860,033
Capital Grants &

Contributions 27,499,105 8,924,108 - - 27,499,105 8,924,108
General:

Taxes 66,374,680 53,837,077 - - 66,374,680 53,837,077
Other 1,564,116 3,119,737 - - 1,564,116 3,119,737
Total revenues 126,044,455 91,730,441 1,408,828 2,319,654 127,453,283 94,050,095
Program Expenses:

General government 17,605,504 17,699,368 - - 17,605,504 17,699,368

Public safety 21,164,697 17,958,161 - - 21,164,697 17,958,161

Public works 20,732,738 20,351,512 - - 20,732,738 20,351,512

Health and welfare 19,260,828 15,331,392 - - 19,260,828 15,331,392
Culture and recreation 1,294,917 1,363,837 - - 1,294,917 1,363,837

Interest 859,356 734,037 - - 859,356 734,037
Solid waste - - 1,879,185 1,419,793 1,879,185 1,419,793
Total expenses 80,918,040 73,438,307 1,879,185 1,419,793 82,797,225 74,858,100
Excess (deficiency) 45,126,415 18,292,134 (470,357) 899,861 44,656,058 19,191,995
Transfers - 27,943 - (27,943) - -
Change in net assets 45,126,415 18,320,077 (470,357) 871,918 44,656,058 19,191,995
Beginning net assets 283,729,637 265,409,559 7,127,513 6,255,595 290,857,150 271,665,154
Ending net assets $ 328,856,052 [ $ 283,729636 |$ 6,657,156|% 7,127513 [$ 335513208 [ $ 290,857,149
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MANAGEMENT'S DISCUSSION AND ANALYSIS (Unaudited) Garfield County, Colorado
December 31, 2009

GOVERNMENTAL REVENUES

The County is heavily reliant on intergovernmental revenue, property taxes, and sales taxes to support governmental
operations and capital. Total governmental revenue for 2009 was $133.0 million compared with $93.9 million in 2008.

Property taxes are the largest revenue source with about $46.2 million of revenues or 34.8% of the total. Sales Taxes are the
fifth largest revenue source of governmental revenues with about $5.7 million or 4.3% of the total.

Intergovernmental revenue provided 31.4% of the County’s total governmental revenues. Of this revenue, $14.7 million
relates to human services programs and another $11.6 million relates to oil & gas severance taxes.

Because of the County’s healthy financial position, we have been able to earn $1.6 million in interest earnings to support
governmental activities. Also, note that program revenues cover 71.8% of governmental operating expenditures. This is a
very high percentage and again relates to the social services grants and Chevron contributing $18.7 million towards
reconstruction of County Road 204. This means that the government’s taxpayers and the County’s other general
governmental revenues fund 28.2% of the governmental activities. As a result, the general economy and the County
businesses have a major impact on the County’s revenue streams.

Revenues by Source — Governmental Activities — year ended December 31, 2009.

Taxes $54,886,105
Intergovernmental $41,800,237
Contributions $19,115,900
Charges for Services $6,492,155
Investment Income $1,592,133
Interfund Transfers $7,000,000
Other Revenue $2,157,925
TOTAL $133,044,455

2009 Governmental Revenues

Interfund

Investmentinc Transfers
Charges for 1.1% 5.3%

srvcs
4.9% Other
1.6%

Contributions
14.4%

Inter-
governmental
31.4%
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MANAGEMENT'S DISCUSSION AND ANALYSIS (Unaudited) Garfield County, Colorado
December 31, 2009

GOVERNMENTAL EXPENDITURES

Total Governmental Expenditures by Classification

Total governmental expenditures for 2009 were $117.8 million compared with $85.3 million in 2008. Expenditures for 2009
are broken down by classification as follows:

Wages & Benefits $32,194,277 ( 2009 Governmental Expenditures )
Professional & Tec Svcs. $13,476,534
. Cristrict Aty Foes, RB Frof T OIS Other Exp,
Fixed Assets $39,539,816 1.9% st & Troas 7.1% Other
Supplies $4,456,429 Ivterfund Tram, Fees, 1.7% Py [T
Purchased Services $4,476,032 L —
Interfund Transfers $7,000,000 SPr'\.l:l:-
District Atty Fees $2,179,744 355
Grants $3,540,856
R&B Prop Tax Dist & Treas Fees $2,018,655
DHS Other Expenditures $8,336,251
Other Expenditures $585,121
TOTAL $117,803,715 Supplios, 3.8%
L. -

Governmental Functional Expenditures

The general government, public safety, public works, and health and welfare functions make up most of the total
governmental activities expenditures (97.4%). On a percentage basis of these four functions, public safety brings in the
smallest amount of program revenues with $19.6 million paid for with taxpayer dollars.

This table presents the cost of each of the County’s programs, including the net costs (total cost of service less revenues
generated by the activities). The net costs illustrate the financial burden placed on the County’s taxpayers by each of these
functions.

Gowernmental Activities
Total Cost % of Net Cost % of
Function of Services Total of Services Total
General government $ 17,605,504 21.8% $ 10,672,714 46.8%
Public safety 21,164,697 26.2% 19,629,650 86.0%
Public works 20,732,738 25.6% (12,487,744)  -54.7%
Health and welfare 19,260,828 23.8% 3,557,889 15.6%
Culture and recreation 1,294,917 1.6% 580,516 2.5%
Interest 859,356 1.0% 859,356 3.8%
Total $80,918,040 $ 22,812,381

Total net cost of services ($22.8 million) is 28.2% of total costs of services ($80.9 million). This means 28.2% of these
services are paid for with taxpayer dollars and 71.8% are funded with charges/fees for services, grants and contributions
(program revenues).
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MANAGEMENT'S DISCUSSION AND ANALYSIS (Unaudited) Garfield County, Colorado
December 31, 2009

BUSINESS-TYPE ACTIVITIES
Revenues vs. Costs

The only enterprise fund is the County’s solid waste management program (landfill). Operating revenues were $1,408,828
and operating expenses were $1,297,470 (a positive variance of $111,358).  This positive amount less capitalized
contribution of $14,343; depreciation expense $363,233; and landfill closure & post-closure care $204,139 resulted in a
decrease in net assets of $470,357.

Revenues were primarily from tipping fees (96.8%), the remainder (1.7%) was from recycled goods, and the other (1.5%) is
Grant Revenue for recycling. Total expenditures were categorized as follows: 58.4% for wages & benefits and the
remaining 41.6% are for operating costs. The Landfill’s Fund Balance decrease is primarily due to less Oil & Gas activity
caused by the economic recession.

BRIEF ANALYSIS OF THE COUNTY’S GOVERNMENTAL FUNDS

The Governmental Funds with Garfield County are:

Major: Non-Major:
General Fund | Fair Board Fund Clerk & Recorder EFTF Fund
Road & Bridge Fund | Conservation Trust Fund Traffic Study Fund
Oil & Gas Mitigation Fund | Emergency Reserve Fund Livestock Auction Fund
Human Services Fund | Search & Rescue Fund Commissary Fund
Capital Expenditures Fund | Public Health Fund Retirement Fund
| Airport Fund

As discussed, governmental funds are reported in the fund statements with a short-term, inflow and outflow of spendable
resources focus. This information is useful in assessing resources available at the end of the year in comparison with
upcoming financing requirements. Governmental funds reported total ending net assets of $328.9 million. Of this year-end
total, $74,468,083 is unrestricted indicating availability for continuing County service requirements. Legally restricted fund
balances (i.e., the reserved fund balances) primarily includes: $2,183,434 committed to emergencies; and $1,715,136 for
COPS principal and interest payments.

The total ending net assets of governmental funds showed an increase of $45,126,416 over 2008 or a 15.9% increase.

MAJOR GOVERNMENTAL FUNDS
General Fund

The General Fund is the County’s primary operating fund and the largest source of day-to-day service delivery. The
General Fund’s fund balance increased by over $0.6 million, or 3.4%. Total revenues increased by 23.6% over 2008. This
increase resulted mainly due to Oil & Gas 2007 revenues ad valorem property taxes being paid two years in arrears.

Total revenues for the General Fund in 2009 were $46.1 million. Taxes generated more than half this revenue, followed by
charges & fees for services and intergovernmental revenue (revenues from other governments). The following represents
total General Fund revenues by classification:

[ General Fund 2002 Revenues )
Chorg o e W
Charges for Services 5,646,630 Eap:iisgg‘gg% | A otmer
Intergovernmental 4,306,683 Revenue, 1.5%
Investment Earnings 1,464,917 r'ﬁéiiif’vgeﬁ;
Interfund Transfers 150,000 Al
Other Revenue 825,799 Charges for —
TOTAL REVENUES $46,095,353 83%0035- [Toxes, 73.1%)

. o
\
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MANAGEMENT'S DISCUSSION AND ANALYSIS (Unaudited)
December 31, 2009

Garfield County, Colorado

Total expenditures for the General Fund in 2009 (including interfund transfers to other funds) were $45.5 million, a 23.5%
increase over 2008 due to increased costs of goods and services. From 2008 to 2009, the functional costs in this fund
changed by these amounts:

General government:
Public safety:
Health and welfare:

$1,976,704 (13.8%) increase
$2,318,324 (13.4%) increase
$514,246 (18.4%) decrease

This fund contains a total of 19 Departments and Elected Official offices. Wages and Benefits made up 47.7% of total
expenditures while services provided for the County for services (professional, technical and purchased services) comprised
16.6% of the total. The following presents the total General Fund expenditures by classification:

~ ™
General Fund 2009 Expenditures
Wages & Benefits ~ $21,692,504
Interfund Other Exp, Prof & Tech Svcs. 3,064,721
Tr“'“!:"“' Sack] Purchased Svcs. 4,529,686
15.1% ‘ Supplies 2,458,047
Fixed Fixed Assets 268,351
Assets, 0.6% Interfund Transfers 6,850,000
Supplies, Wanos & Other Expenditures 6,636,668
5.4% Purchased [ : Hc-lﬁ;r;s TOTAL
Services Prof & Tech a7 7% EXPENDITURES  $45,499,977
q oo, Swes, B6.7% S
\ y
General Fund Budgetary Highlights
The General Fund revenues were 0.64% over what was budgeted:
REVENUES
2009 Adopted 2009 Amended
Budget Budget 2009 Actuals | Over/(Under) | % Over/(Under)
Taxes 34,438,425 34,290,725 33,701,324 (589,401) -1.72%
Intergovernmental 3,262,907 4,134,723 4,306,683 171,960 4.16%
Charges for Services 5,854,455 5,824,155 5,646,630 (177,525) -3.05%
Investment Income 1,079,363 1,079,363 1,464,917 385,554 35.72%
Interfund Transfers - 150,000 150,000 - 0.00%
Other Revenue 313,817 324,317 825,799 501,482 154.63%
44,948,967 45,803,283 46,095,353 292,070 0.64%
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MANAGEMENT'S DISCUSSION AND ANALYSIS (Unaudited)

December 31, 2009

Garfield County, Colorado

On the expenditure side, the General Fund came in at 17.37% under the budgeted amount as shown below:

EXPENDITURES

2009 Adopted 2009 Amended %
Budget Budget 2009 Actuals | Over/(Under) | Over/(Under)
Wages & Benefits 23,431,732 23,470,454 21,692,504 (1,777,950) -7.58%
Professional &
Technical Services 5,359,071 5,419,408 3,064,721 (2,354,687) -43.45%
Purchased Services 5,845,017 5,832,392 4,529,686 (1,302,706) -22.34%
Supplies 2,606,013 2,901,653 2,458,047 (443,606) -15.29%
Property & Fixed
Assets 610,102 606,327 268,351 (337,976) -55.74%
Interfund Transfers 2,620,000 6,950,000 6,850,000 (100,000) -1.44%
Other Expenditures 9,612,479 9,882,939 6,636,668 (3,246,271) -32.85%
50,084,414 55,063,173 45,499 977 (9,563,196) -17.37%

During the year, there was a $5.0 million increase in appropriations between the original adopted budget and the amended
budget. The major factor affecting the increase in appropriations was a $3.5 million interfund transfer to cover increased
capital expenditures for land and machinery and equipment in the Airport Fund.

Actual expenditures were $9.6 million under budget, which is in line with the normal trend the County has experienced in
previous years. Key components influencing this under budget situation include: a grant for the Rifle Affordable Housing
project that was not dispersed since the project was aborted ($2.0 million); sales taxes were down by approximately 30
percent, which resulted in less sales tax recovery paid out to the other jurisdictions ($0.8 million); there were few incidents
that could be expensed from the sheriff’s office fire contingency ($0.5 million); insurance in the county’s contract sub
department for risk management was over budgeted ($0.4 million); and professional services in the community corrections
department was over budgeted ($0.7 million). The remaining amount under budget is comprised of a multitude of smaller
cost savings in many departments and offices.
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Road & Bridge Fund

The Road and Bridge Fund performs construction, maintenance and snow removal for all County roads and bridges. The
fund balance decreased by $1.3 million in 2009 and has an overall strong fund balance of $13.3 million to be used for future
road and bridge construction and maintenance. Total revenues in this fund ($35.0 million) increased by 120.3% over 2008
and total expenditures ($36.2 million) increased by 157.7% over 2008. The robust 2009 revenue and expenditure increases
were mostly due to Road & Bridge reconstructing 10-miles of County Road 204 for Chevron for their oil & gas operations
north of DeBeque, Colorado.

All expenditures in the Road and Bridge Fund are Public Works function.  Expenditures by classification were as follows:

Road & Bridge Fund 2009 Expenditures

Wages & Benefits $3,429,884 Other Wages &
Prof & Tech Svcs. 6,293,610 EXFQ)T;%? Bensfits; 9.5%
. (1] -

Purchased Svcs. 1,211,261 : 5

. rof & Tech
Supplies 1,583,972 Sves.; 17.4%
Fixed Assets 22,837,017 '
Other Expenditures 885,042 _ Purchased
TOTAL EXPENDITURES _$36,240,787 Fixed foaets: Sves 3.3%|

. (1]

Supplies; 4.4%

Oil and Gas Mitigation Fund

The Oil and Gas Mitigation Fund was established by the BOCC in 2006 for the purpose of the receipt and expenditure of
certain specifically designated monies to be used to mitigate adverse property, social and environmental impacts of oil and
gas related activities. The fund balance increased by $11.6 million in 2009 and has a strong fund balance of $17.5 million to
be used for future oil and gas related activities. Total revenues in this fund ($11.6 million) increased by 354.0% over 2008.
As of 2009, the BOCC has not designated any monies to be used towards any oil and gas related activities.

Revenues by classification were as follows:

r N
Qil & Gas Mitigation Fund 2009 Revenues Fed Rev Sharing -
Mineral Leasing $7,074,402
State Rev Sharing -
MState Roy | Fearov | Mineral Severance  $4,565,644
Sharning Sharing
hinaral Mineral
Severance, Leasing,
38 2% 0 B _ TOTALREVENUES _$11,640,046
. v
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Human Services Fund

The Human Services Fund (DHS) provides and coordinates a variety of State mandated social services including public
assistance, child support and family service programs. This fund balance fell from $5.2 million in 2008 to $4.8 million in
2009. Total revenues increased by $4.2 million and total expenditures increased by $3.9 million compared with 2008. A
large portion of this increase occurred in the Food Benefits Assistance program ($2.5 million) due to oil & gas downturn.

All expenditures in the Human Services Fund are Health and Welfare function. Expenditures by Classification were as
follows:

. f N
Wages & Benefits $5,254,773 Human Services Fund 2009 Expenditures
Prof & Tech Svcs. $1,733,115
Purchased Svcs. $446,725
Supplies $188,069 Wages &
Fixed Assets $40,257 ng%fé(t,:;
Other Expenditures $8,342,748 Other

. : Frof & Tech
Sves.; 10.8%

*Of the $8.3 M for Other Expenditures, $3.6 M

was related to the Child Welfare Block Grant, Fixed " |Supplies: Purchased
$4.4 million for Food Benefits Assistance, $731 Assets. 0.3% | 12% | |5ves.25%)
thousand for Child Care Assistance, and $739

thousand for the Old Age Pension program. .

Capital Expenditures Fund

The Capital Expenditures Fund Balance increased from $14.9 million in 2008 to $16.9 million in 2009, or a 13.2%
increase.  The increase represents the need to build a strong Capital Expenditure Fund Balance in order to acquire or
construct new buildings and capital projects that are a result of oil and gas impacts, and overall growth of the County.

Total revenues in this fund were $8,060,025. Included in this total are $7.8 million dollars from Property Taxes and $100
thousand from intergovernmental grants. The remaining revenue was primarily from investment earnings.

Total expenditures were $6,089,165. Major capital expenditures during 2009 included the following:

New Buildings: $1,490,959
CIP: S.0. AnnexBuilding in Rifle $746,231
CIP: H.S. AnnexBuilding in Rifle $180,959

Other Building and Land Improvements
Computer Hardware:

Avamar Back-up Software $119,030
Computer Software:

Assessor & Treasurer's Tyler (Eagle) Software Upgrade  $215,148

Building & Planning'’s Ener Gov Software Purchase $168,529
Other Equipment and Furnishings $366,623
Vehicles $64,640
Service and Treasurer Fees $166,935
Certificates of Participation Principal and Interest Payments  $2,570,111
TOTAL $6,089,165
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Garfield County, Colorado

CAPITAL ASSETS AND LONG-TERM LEASES
Capital Assets

The County's investment in capital assets, net of accumulated depreciation, for Governmental (i.e., including the motor pool
fund) and Business-type activities as of December 31, 2009, was $267,059,399 and $2,534,580 respectively. In 2009,
Governmental activities major capital included Phase 2 of the Airport Runway Reconstruction for $8.4 million of a three-year
project for $44 million; County Road 204 Reconstruction for $21.2 million; and Sheriff Annex building in Rifle for $1.4
million. Business-type activities showed a 14.9% increase primarily due to installing Cell #6 at the Landfill for $428
thousand. The overall increase was 12.0% for the County as a whole. See Note 3D. (page D9 & D10) for additional
information about changes in capital assets during the calendar year and outstanding at the end of the year. The following

table provides a summary of capital asset activity.

CAPITAL ASSETS
Governmental Activities Business-type Activities Total
2009 2008 2009 2008 2009 2008
Non-depreciable assets:
Construction in progress $ 34544609 $ 2,216,383 $ 62627 $ 62,627 34,607,236 $ 2,279,010
Land 9,436,470 9,436,470 300,000 300,000 9,736,470 9,736,470
Total non-depreciable assets $ 43,981,079 $ 11,652,853 $ 362,627 $ 362,627 44,343,706 $ 12,015,480
Depreciable assets:
Land improvements 9,303,735 9,294,285 1,152,128 724,477 10,455,863 10,018,762
Buildings 47,538,346 47,329,083 771,158 771,158 48,309,504 48,100,241
Building improvements 3,118,839 1,850,972 20,388 20,388 3,139,227 1,871,360
Machinery and equipment 20,116,973 17,096,630 1,512,723 1,248,584 21,629,696 18,345,214
Infrastructure 258,684,170 258,684,170 - - 258,684,170 258,684,170
Total depreciable assets 338,762,063 334,255,140 3,456,397 2,764,607 342,218,460 337,019,747
Less accumulated depreciation 115,683,743 107,373,555 1,284,444 921,211 116,968,187 108,294,766
Book value - depreciable assets 223,078,320 226,881,585 2,171,953 1,843,396 225,250,273 228,724,981
Percentage depreciated 34% 32% 37% 33% 34% 32%
Book value - all assets $ 267,059,399 $238,534,438 $2,534,580 $2,206,023 $ 269,593,979 $240,740,461

At December 31, 2009, the depreciable capital assets for governmental activities were 34% depreciated. This compares with
32% at December 31, 2008. With the County’s Business-type activities, 37% of the asset values were depreciated at
December 31, 2009 compared to 33% at December 31, 2008. During the calendar year 2009, the County continues to
replace its capital assets at a constant level and has accumulated another year’s worth of depreciation on those capital assets.
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Long-term Leases (Certificates of Deposit)
During 2009, the County retired $1,760,000 in certificates of participation.

Outstanding Borrowings

Governmental Business-type
Activities Activities Totals
2009 2008 2009 2008 2009 2008

Certificates of participation  $ 16,570,000 $ 18,330,000 $ - $ - $ 16,570,000 $ 18,330,000
Landfill closure and

postclosure care - . 955,157 751,018 955,157 751,018
Compensated absences 1,762,521 1,447,084 37,446 34,378 1,799,967 1,481,462
Total $ 18,332,521 $ 19,777,084 $ 992,603 $ 785,396 $ 19,325,124 $ 20,562,480

See Note 3G. (page D11) for additional information about the County’s long-term debt. We discuss the landfill closure and
postclosure care liability in Note 3-F (page D11).

2010 BUDGET CONSIDERATIONS

The following factors could have a significant effect on the County’s financial positions or results of operations and were
taken into account in developing the 2010 budget.

Garfield County had been experiencing staggering growth but due to the recession and the drop in demand for
Natural Gas, the County is currently experiencing a slight decline in growth. Over the past decade, we had averaged
approximately 5% growth per year. As a result of this decline, the County has taken a Zero Based Approach to
personnel, with operations and capital expenditure costs being re-evaluated by priority to delay any major fund
balance withdrawals.

Road & Bridge anticipates doing some catch-up road maintenance due to the temporary decline in gas drilling in the
County for $5.8 million in 2010. The capital budget of $9.6 million includes a cooperative venture with Chevron to
finish CR 204 rebuild (known as Roan Creek Road) for $3 million with another $3.8 million in infrastructure,
Battlement Mesa Firehouse purchase and remodel for Road & Bridge storage and offices is $1.1 million and $1.4
million to purchase additional vehicles and heavy equipment.

Two new buildings will be finished in 2010 that were started in 2009: Sheriff’s Annex facility in Rifle, 2010-
estimated cost of $2.1 million of the original budget of $3.5 million and Human Services Annex in Rifle, 2010-
estimated cost of $1.8 million of the original budget of $2.5 million.

Construction of the new Elected Officials building in Glenwood Springs has been postponed until 2013 due to the
economic times. This building will house the elected officials, and they will no longer reside in the courthouse. The
courts are growing, and they need the extra space in the Glenwood Springs courthouse.

In 2010, the Solid Waste Disposal Fund will be adding a tub grinder at the landfill for $500 thousand.
The 2010 Certificates of Participation principal and interest payments will be about $1.2 million.

On the operating side, the budget has four new positions, which are being re-evaluated under the new Human
Resources directive of a Zero Based Approach. The additions include three positions in the Sheriff department and
one position in the Information Technology department. The total wages and benefits for these staffing additions
are approximately $298 thousand.
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In 2010, we are contributing $614,000 to support the RFTA transit service between Rifle and Glenwood Springs.
That contribution represents the County’s fair share of the costs associated with the service.

In the area of human service contributions, Garfield County will direct $504,500 to various human service
organizations in the area. This is down by a total of $217,500 from last year.

In 2010, the Airport Runway Realignment Upgrade is entering the third and final year of a 3-year project. The total
estimated cost for this project is $44.5 million and is being cost shared in the following way: FAA $42.3 million,
State $0.9 million and County $1.3 million. Because of this realignment, the Airport is scheduled to be closed for 7
months between April and November 2010. During this time of construction, the Airport is implementing some
infrastructure upgrades to the Airport water & sewer system for $2.4 million and the east area of the Airport is
having infrastructure and a taxi lane installed for $1.6 million for future hangar expansion. This project will put
Garfield County on the map as far as general aviation jet service is concerned and will create an economic engine
that will augment the economic vitality that currently exists in the western part of the County.

In 2006, a new special revenue fund named “Oil and Gas Mitigation Fund” was set-up to deal with the impacts of a
future downturn in oil and gas activities in the County. In 2010, we will continue the process of systematically
setting aside funds to deal with the current downturn the County is faced with by adding $3.3 million budget to the
already collected (since 2006) revenues of $17.5 million.

It is important to note that this is a very aggressive budget resulting in the accomplishment of a number of important
initiatives. However, we are not compromising the financial health of the County to accomplish these projects. In fact, this
is the healthiest the County has ever been and our auditors characterize the financial status of the County as outstanding. For
2010, we will end the year with approximately $84.6 million in the fund balances for the various County operating and
capital funds. This is more than triple what the County had ten years ago.

Some people argue that healthy fund balances are not necessary. However, there are three very compelling reasons for a
healthy County balance sheet. First, it assures stable levels of services to our customers. Second, it assures stable
employment for our staff. Finally, it assures that we do not have to go back to the taxpayers for tax increases or fee
increases.

CONTACTING THE COUNTY’S FINANCIAL MANAGEMENT

This financial report is designed to provide a general overview of the County’s finances, comply with finance-related laws
and regulations, and demonstrate the County’s commitment to public accountability. If you have questions about this report
or would like to request additional information please contact:

Lisa Dawson

Garfield County Finance Director
108 8™ Street, Suite 201

Glenwood Springs, Colorado, 81601
970/945-7284 ext. #1
Idawson@garfield-county.com
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