Rio Grande County
Management’s Discussion and Analysis
For the Year Ended December 31, 2013

As management of Rio Grande County, we offer readers of the County’s financial statements
this narrative overview and analysis of the financial activities of the County for the year ended
December 31, 2013. We encourage readers to consider the information presented here in
conjunction with additional information that we have furnished in the County’s financial
statements, which follow this section.

Financial Highlights

The County’s financial status remained basically the same over the course of the year
ending December 31, 2013. Total net position decreased 0.2 percent disregarding the
adjustments made for GASB 34 infrastructure reporting.

General revenues, primarily taxes, account for approximately $4,758,698 or 28.6 percent
of all revenues. Program specific revenues in the form of charges for services and sales,

grants and contributions, accounted for $11,893,255 or 71.4 percent of total revenues of

$16,651,953.

The County had $16,688,053 in expenses related to governmental activities; only
$11,893,255 of these expenses was offset by program specific charges for services and
grants.

Outlays for capital assets were primarily comprised of a van for the Assessor’s Office, a

pickup for the Sheriff’s Department, a grader, 2000 gallon fuel tank, and four electronic

road message signs for the Road & Bridge Department, a vehicle for the Social Services
Department, a sprayer for the Weed Control District and the installation of runway lights
and an AWOS system for the Airport.

The County has long-term debt to fund the addition and remodeling of the Jail. Rio
Grande County entered into an annually renewable Lease Purchase Agreement with San
Luis Valley Federal Bank. This Lease Purchase Agreement is for $2,500,000 with a 20-
year payout schedule at 4.5%. The first payment was paid in 2006.

Through an energy audit, the county entered into a Lease Purchase Agreement on
November 20, 2012 with All American Investment Group, LLC in the amount of
$367,062 for the purchase and installation of energy efficient components in various
county buildings. This is a ten-year agreement with the first payment being made in
2013.

Overview of the Financial Statements

This annual report consists of three parts: management’s discussion and analysis, the basic
financial statements, and supplementary information. The basic financial statements include:
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e The first two statements are government-wide financial statements that provide both
short-term and long-term information about the County’s overall financial status.

e The remaining statements are fund financial statements that focus on individual parts of
the County, reporting the county’s operations in more detail than the government-wide
statements.

e The governmental funds statements tell how basic services were financed in the short-
term as well as what remains for future spending.

e Fiduciary funds statements provide information about the financial relationships in which
the County acts solely as a trustee or agent for the benefit of others.

The financial statements also include notes that explain some of the information in the statements
and provide more detailed data. The statements are followed by a section of supplementary
information that further explains and supports the financial statements, and includes a
comparison to the County’s budget for the year.

Government-wide Financial Statements

The government-wide financial statements are designed to provide readers a broad overview of
the County’s finances, in a manner similar to a private-sector business.

The statement of net position presents information on all of the Rio Grande County’s assets,
liabilities, and deferred inflows of resources, with the difference between them reported as net
position. Over time, increases or decreases in net position may serve as a useful indicator of
whether the financial position of the County is improving or deteriorating. To assess the
County’s overall health, you need to consider additional non-financial factors such as changes in
the County’s property tax base and the condition of County buildings and other facilities.

The statement of activities presents information showing how the government’s net position
changed during the most recent fiscal year. All changes in net position are reported as soon as
the underlying event giving rise to the change occurs, regardless of the timing of related cash
flows. Thus, revenue and expenses are reported in this statement for some items that will only
result in cash flows in future fiscal periods (e.g. uncollected taxes and earned but unused
vacation leave).

Both of the government-wide financial statements distinguish functions of the County that are
principally supported by taxes and intergovernmental revenues (governmental activities).
Included in governmental activities are most of the County’s basic services such as regular
government operations such as law enforcement, tax assessment and collection, social service
programs, highway maintenance and construction.

Fund Financial Statements

The fund financial statements provide more detailed information about the County’s funds,
focusing on its most significant or “major” funds, not the County as a whole. Funds are
accounting devices the County uses to track specific sources of funding and spending on

11



Rio Grande County
Management’s Discussion and Analysis (Continued)
For the Year Ended December 31, 2013

particular programs. The County, like other local governments, uses fund accounting to ensure
and demonstrate compliance with finance-related legal requirements. The County’s funds are
divided into two categories: governmental funds and fiduciary funds. Governmental Funds are
further divided into Governmental Activities which includes: General Government, Public
Safety, Health and Welfare, Highways and Streets, Judicial, Auxiliary Services and Culture and
Recreation.

Governmental Funds: All of the County’s basic services are included in governmental funds,
which generally focus on (1) how cash and other financial assets that can readily be converted to
cash flow in and out and (2) balances remaining at year-end which are available for spending.
Consequently, the governmental funds statements provide a detailed short-term view that helps
determine financial resources that may be available in the near term to finance the County’s
programs. Because this information does not encompass the long-term focus of the government-
wide statements, the reconciliations on Pages 15 and 17, explain the relationship (or differences)
between them.

Rio Grande County maintains nine individual governmental funds. Information is presented
separately in the governmental fund balance sheet and in the governmental fund statement of
revenues, expenditures and changes in fund balances for the (1) General Fund, (2) the Road and
Bridge Fund, (3) the Social Services Fund, (4) the Capital Projects Fund, (5) Weed Control
District Fund, (6) the Airport Fund, (7) the Conservation Trust Fund, (8) the Tourism Fund, and
(9) the Public Health Agency Fund. Data from the Funds (4) through (9) are combined into a
single, aggregated presentation.

Fiduciary Funds: Fiduciary funds are used to account for resources held for the benefit of
parties outside the government. The County is responsible for ensuring that the assets reported
in these funds are used only for their intended purposes and by those to whom the assets belong.
Fiduciary funds are not reflected in the government-wide financial statements because the
resources of those funds are not available to support the County’s own programs.

Notes to the Financial Statements

The notes provide additional information that is essential to a full understanding of the data
provided in the government-wide and fund financial statements.

Other Information

In addition to the basic financial statements and accompanying notes, this report also presents
supplementary information. Supplementary information includes combining statements
mentioned earlier in connection with non-major governmental funds as well as budget-to-actual
information for all funds as dictated by state law.

Government-wide Financial Analysis

Table 1 provides a summary of the County’s net position at December 31, 2013, and 2012.
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Table 1

Condensed Statement of Net Position

Current and Other Assets
Noncurrent Assets

Total assets

Current liabilities
Noncurrent liabilities

Total liabilities
Deferred Inflows of Resources
Net position
Net Invested in Capital Assets
Restricted
Unrestricted (Deficit)

Total net position at Dec. 31, 2013 & 2012

Governmental

Activities
2013

$ 13,208,293

40,890,025

$ 54,098,318

595,900
2,188,189

$ 2,784,089
$ 2,763,656
$ 38,790,218
576,718
9,183,637

$ 48,550,573

Governmental
Activities
2012
$ 13,487,362
40,738,135

$ 54,225.497

810,770
2,064,398

$ 2875168
$ 2.763,656
$ 38,742,524
555,355
9,288,794

$ 48586,673

Table 2 provides a summary of the changes in net position. Following Table 2 is a specific

discussion related to overall revenues and expenses.

Table 2

Changes in Net Position from Operating Results
Governmental

Revenues
Program Revenues

Charges for Services

Operating grants and contributions

Capital grants/restricted investment earnings
General revenues

Taxes

Payment in Lieu of Taxes

Other

Total Revenues

Expenses
General Government
Public Safety
Health and Welfare
Highways and Streets
Judicial

11

Governmental
Activities
2013

$ 772,250
10,571,610
549,395

3,977,175
686,011
95,512

16,651,953

2,646,309
2,127,526
8,831,140
2,542,331

169,750

Activities
2012

$ 825,022
11,789,192
563,440

3,953,666
744,087
61,941

17,937,348

2,852,974
2,203,738
9,080,161
2,436,794

161,000
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Auxiliary Services 58,783 58,225
Culture and recreation 218,412 152,058
Interest on Debt 93,802 88,016
Total Expenses 16,688,053 17,032,966
Increase (decrease) in net position ($_36.,100) $ 904,382
Ending Net Position $48,550,573 $48,586,673

Property taxes, Sales Tax, and other taxes account for 23.9 percent ($3,977,175) of the County’s
revenue. State and Federal funding and Grants contributes $11,807,016 or 70.9 percent of the
funding. The remainder from fees charged for services and miscellaneous sources equals to
$867,762 or 5.2 percent of the funding revenue.

Governmental Activities

The County’s expenses are distributed as follows:

General Government 15.9%
Public Safety 12.7%
Health and Welfare 52.9%
Highways and Streets 15.2%
Judicial 1.0%
Auxiliary Services 0.4%
Culture and Recreation 1.3%
Interest on Debt 0.6%

Rio Grande County has a mill levy of 15.568. The County is not allowed to increase this mill
levy without voter approval. All the government functions rely heavily on property tax dollars.
Without being able to increase the mill levy revenue which has remained flat for the last several
years, unappropriated funds has been used to balance parts of the budget. Decreases in expenses
occurred within General Government, Public Safety, and Health and Welfare. There were slight
increases in Highways and Streets, Judicial and Culture and Recreation. Highways and Streets
increase was due to the purchase of the grader, where the increase in Culture and Recreation was
for the construction of the pavilion. All the other activities that decreased where due to the need
to reduce expenditures to meet the reduction in revenues.

During 2013, Rio Grande County paid $5,833,496.73 in salaries and fringe benefits. The
employees received a two-percent merit raise on their anniversary date. With the merit increase
and the county contributing more toward the employee’s health insurance due to a 9% premium
increase, $257,335.54 more was expended for salaries and fringe or a 4.6% overall increase.

The statement of activities provides the cost of program services and the related charges for
services and grants offsetting those costs. Table 3 reflects each program’s net cost (total cost

less fees generated by the programs and intergovernmental aid provided for specific programs).
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The net cost shows the financial burden placed on the County’s taxpayers by each of these
programs.

Table 3
Net Cost of Governmental Activities (in dollars)
Total Cost Net Cost
of Services of Services
General Government $ 2,646,309 $ (1,756,049)
Public Safety 2,127,526 (1,732,210)
Health and Welfare 8,831,140 (589,437)
Highways and Streets 2,542,331 (234,954)
Judicial 169,750 (169,750)
Auxiliary Services 58,783 (58,183)
Culture and Recreation 218,412 (160,431)
Interest on Debt 93,802 (93,802)
Total $16,688,053 $_ (4,794,798)

e Rio Grande County is the financial agent for the Homeland Security Grant for the San
Luis Valley. These grants provide DTR communication equipment, training and
exercises for all law enforcement, emergency medical, schools, and fire protection
districts. During 2013, $258,193 was expended down from $290,932 in 2012. Federal
funding for these grants is declining.

e $7,899,926 was received from the State of Colorado and Federal Government for the
operation of the Social Services programs such as TANF, Child Welfare, OAP, Single
Entry Point, Child Care, IV-D and Fraud programs down from $8,188,969 received in
2012.

Financial Analysis of the County’s Funds

Information about the County’s funds follows the government-wide statements. These funds are
accounted for using the modified accrual basis of accounting. All governmental funds have total
revenues of $16,680,806 and expenditures of $17,013,421. The net change in fund balance for
the year was most significant in the County General Fund with a decrease of $246,861. The
Conservation Trust Fund had a decrease of $21,668 and the Tourism Fund decreased by $62,873.
All remaining funds had an increased in their fund balances: Road & Bridge Fund, $171,98;
Social Services Fund, $6,114; Airport Fund, $14,903; Public Health Fund, $59,778; Weed
District Fund, $13,777.

The County approved a budget in December, 2012, based on the needs of the various
departments and the projected revenue. In December, 2013, the County revised the annual
operating budget approved by the Board of County Commissioners in the prior year. The
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primary reasons for the Supplementary Budget were the receipt of various grants (Pavilion and
SLV Trails grants) additional landfill closure costs, replacement of the courthouse roof and
repair of the elevator. For Road & Bridge, the purchase of a grader required an amendment to
the original budget. The Airport Fund received an additional Colorado Aviation Grant and the
Tourism Fund expended more advertising dollars as a result of the West Fork Complex Fire.

General Fund Budgetary Highlights

The actual expenditures were $1,785,875 below the supplementary budget. The total revenues
were $1,302,423 under estimated. The net result was the expenditures were $246,861 more than
the revenues.

The fund balance as of December 31, 2013 was $3,599,721, compared to $3,846,582 as of
December 31, 2012.

Road & Bridge Fund Highlights

Road & Bridge Fund balance ended 2013 with an increase of $171,938 due to less snow
removal, personnel savings and decreased operating expenditures. Highway User’s Fund Tax
(HUFT) provided $1,998,691 of the total actual revenue of $2,675,194. The HUFT was down by
$179,642 from 2012.

The fund balance as of December 31, 2013 was $4,518,769 compared to $4,346,831 as of
December 31, 2012.

Social Service Fund Highlights

The Social Services Fund ended 2012 with an increase of $6,114. Expenditures were $2,119,930
less than projected. State funding sources were $7,899,926 which resulted in increasing the fund
balance to $747,005.

The fund balance as of December 31, 2013, was $747,005 compared to $740,891 as of
December 31, 2012.

Non-Major Funds Highlights

Non-Major Funds include the Airport Fund, Conservation Trust Fund, Tourism Fund, Capital
Projects Fund, Public Health Agency Fund, and the Rio Grande County Weed Control District.
These funds realized a $3,917 increase in fund balance during 2013. The Weed Control District
Fund had an increase of $13,777; $59,778 in the Public Health Agency Fund; and the Airport
Fund, $14,903. The Tourism Fund decreased their fund balance by $62,873 and the
Conservation Trust Fund decreased by $21,668.

As of December 31, 2013, the fund balances were as follows: Conservation Trust Fund -
$254,678; Tourism Fund - $196,280; Capital Projects Fund - $8,180; Public Health Agency Fund
-$321,000; Rio Grande County Weed Control Fund - $209,266; and Airport Fund, $154,730.
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Capital Assets and Debt Administration

By the end of the fiscal year 2013, the County had $2,508,286 of additional capital assets, which
included building improvements, new road construction, one sheriff’s vehicle, a vehicle for the
Assessor’s Office, a grader for Road & Bridge Fund, and runway and taxi way lights and an
AWOS System for the Airport, and a sprayer for the Weed Control District. There were
deletions of $257,973 of vehicles and equipment which gave net position before depreciation of
$69,439,590. The depreciation for 2013 was $1,536,018, bringing the County’s Net Capital
Depreciation to $28,982,866. This brings the Net Capital Assets to $40,890,025.

Table 4
Capital Assets
Governmental
Activities
2013 2012
Land $ 433301 $ 433,301
Construction In Progress 0 562,405
Building & Site Improvements 5,368,742 5,191,330
Equipment & Vehicles 1,946,207 1,862,087
Infrastructure 33,141,775 32,689,012
Total $40,890,025  $40,738,135

In order to finance the needed expansion of the County Jail, Rio Grande County entered into an
annually renewable Lease Purchase Agreement with San Luis Valley Federal Bank. The bank
issued $2,500,000 for the purchase of the McCallister Building, the Annex, and two county shop
buildings. The county is leasing the buildings back via the Lease Purchase Agreement at 4.5%
interest. This agreement is for 20 years with an annual payment of $191,328.27. The
outstanding balance at December 31, 2012 and 2013 was $1,857,108 and $1,749,147
respectfully.

A Lease Purchase Agreement was entered into between All American Investment Group, LLC,
as lessor, and the County as lessee in the amount of $367,062 with an interest rate of 2.5% on
November 20, 2012 to purchase energy efficient components for the County buildings.
Repayment began in April 2013 and quarterly thereafter from the General Fund. This Lease
Purchase Agreement will be completed in 2025. The outstanding balance at December 31, 2013
was $331,033.
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Factors Bearing on the County’s Future

At the time these financial statements were prepared and audited, the County was aware of the
following existing circumstances that could significantly affect its financial health in the future.

Rio Grande County has seen a slight increase in assessed value.

Sales tax decreased $76,895 from 2012 to 2013 or 9.5%.

Interest on investments decreased $41,001 from 2012 to 2013 (37.5%).

With the West Fork Complex Fire during 2013, the tourism economy in Rio Grande
County dropped considerably as shown in the decrease of 9.5% in sales tax. Compiled
with the economic climate in the United States, the County is continuing to watch closely
the intergovernmental funding. During 2013, the County received $1,490,117 (10.7%)
less in state and federal funding. The 2013 County Budget was funded by 69.3%
Intergovernmental Revenues; with 23.7% from Property Tax, Sales Tax, Lodging Tax,
and Specific Ownership Tax; and 7% from Other Local Revenue. Over the past three
years, the county has continued to monitor closely the expenditures and revenues in order
to respond timely to any shortfalls. 2013 ended in surplus funds in several fund due to
reduced in expenditures. The county continues to fight the trend of shifting costs from
the State to the County. The General Fund continues to be a major concern due to the
reduction in revenues and increase costs that can only be reduced by cutting employees
and programs.

There continues to be pressure from citizens for more of the county roads to be paved.
The Commissioners will continue to work on these requests as funds allow.

Contacting the County’s Financial Management

This financial report is designed to provide the County’s citizens, taxpayers, customers, and
investors and creditors with a general overview of the County’s finances and to demonstrate the
County’s accountability for the money it receives. If you have questions about this report or
need additional financial information, contact the County Administrator, 925 6" Street, Room
207, Del Norte, CO 81132.
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