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rfarmer,lic
a certified public accounting and consulting firm

Independent Auditor’s Report

The Governing Body
Phillips County, Colorado

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, each major fund,
and the aggregate remaining fund information of Phillips County, Colorado, as of and for the year ended
December 31, 2013, and the related notes to the financial statements, which collectively comprise Phillips
County, Colorado’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in 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 involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparatlon
and fair presentation of the financial statements in order to desngn audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

Opinion

In our opinion, the financial statements referred to above present falrly, in all material respects, the
respective financial position of the governmental activities, each major fund and the aggregate remaining
fund information of Phillips County, Colorado, as of December 31, 2013, and the respective changes in
financial position for the year then ended in conformity with accounting principles generally accepted in
the United States of America.
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Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and budgetary comparison information on pages iii — ix and pages 25 - 28 be
presented to supplement the basic financial statements. Such information, although not a part of the basic
financial statements, is required by the Governmental Accounting Standards Board, who considers it to be
an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States
of America, which consisted of inquiries of management about the methods of preparing the information
and comparing the information for consistency with management’s responses to our inquiries, the basic
financial statements and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited procedures
do not provide us with evidence sufficient to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise Phillips County, Colorado’s financial statements. The supplementary information as listed in the
Table of Contents and the Schedule of Expenditures of Federal Awards, required by the U.S. Office of
Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations, are presented for purposes of additional analysis and are not a required part of the financial
statements. The supplementary information as listed in the Table of Contents and the Schedule of
Expenditures of Federal Awards are the responsibility of management and were derived from and relate
directly to the underlying accounting and other records used to prepare the financial statements. The
information has been subjected to the auditing procedures applied in the audit of the financial statements
and certain other procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the financial statements or to the financial
statements themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States of America. In our opinion, the supplementary information as listed in the
Table of Contents and the Schedule of Expenditures of Federal Awards are fairly stated in all material
respects in relation to the financial statements as a whole.

Report on Other Legal and Regulatory Requirements

In accordance with Government Auditing Standards, we have also issued our report dated July 23,2014
on our consideration of Phillips County, Colorado’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.

rfowmer, Uc

July 23, 2014



Phillips County, Colorado
Management’s Discussion and Analysis

December 31, 2013

As management of Phillips County, Colorado (the “County), we offer readers of the county’s
financial statements this narrative overview and analysis of the financial activities of the County
for the fiscal year ended December 31, 2013.

County Profile

Phillips County is a small, agriculturally based county in the northeast corner of Colorado. It
was established in 1889 and encompasses 680 square miles. The 2010 Census showed a
countywide population of 4,442 people. The county has three incorporated municipalities —
Paoli — 34; Haxtun — 946; and Holyoke, the County Seat — 2,313. The County also has a small
unincorporated community of Amherst. The total unincorporated population is 1,149.

Financial Highlights

e The assets of Phillips County exceeded existing liabilities at the close of 2013 by
$10,013,143. $2,011,859 may be used to meet the government’s ongoing obligations to
citizens and creditors.

o At the close of the 2013 fiscal year, Phillips County’s governmental funds reported
combining end of year fund balances of $2,127,752. This increased $41,039 from 2012.

o The County has two (2) outstanding lease-purchase agreements. The County lease-
purchased one (1) 2011 Caterpillar 950H wheel loader. The lease-purchase amount was
$150,000 and runs until 2015. The other lease-purchase agreement is for three (3) 2011
Caterpillar 140M motor graders. The current balance is $189,932 and also runs through
2015.

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 financial statements. This report also provides other supplementary information in
addition to the financial statements themselves.

Basic Financial Statements: The government-wide financial statements are designed to
provide readers with a broad overview of the county’s finances, in a manner similar to a private-
sector business.
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The Statement of Net Assets presents information on all of the County’s 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’s
finances, in a manner similar to a private-sector business.

The Statement of Activities presents information showing how the government’s 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 the change occurs, regardless of the timing of related cash flows.
Thus, revenues and expenses are reported in this statement for some items that will only result in
cash flows in future fiscal periods.

Both of the government-wide financial statements distinguish functions of the County that are
principally supported by taxes and intergovernmental revenues (governmental activities). The
governmental activities of the County include general government, judicial, public safety, health
and welfare, highways and streets, sanitation, economic development, and culture and recreation.

The government-wide fund financial statements can be found on pages 3 and 4 of this report.

Fund Financial Statements: A fund is a grouping of related accounts that is 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
compliance with finance-related legal requirements. All of the funds of the County can be
divided into two categories: 1) governmental funds; and 2) fiduciary funds.

Governmental 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 government’s near-term financing requirements. The County’s major
governmental funds include the General Fund, Road and Bridge Fund, Social Services Fund, and
Capital Expenditure Fund. The County also reports a number of minor governmental funds.

General Fund: Administration of general County operations is accomplished through various
departments within the General Fund. At the beginning of 2013, the fund balance was
$1,079,099 and at the end of 2013 the fund balance increased by $37,233 resulting in a fund
balance of $1,116,332. $100,000 of sales tax revenue which normally goes to General Fund was
again diverted to the Road and Bridge Fund because of its low fund balance.

Special Revenue Funds: The County’s special revenue funds account for specific revenues that
are legally restricted to expenditure for a particular purpose. The County’s Special Revenue
funds include the Road and Bridge Fund, Social Services Fund, Contingent Fund, Conservation
Trust Fund, Capital Expenditure Fund, Economic Development Fund, and Fair Fund.

The special revenue funds contained a fund balance of $798,825 at the beginning of 2013 and
ended the year with a fund balance of $784,524, a decrease of $14,301.
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Fiduciary Funds:

Agency Funds: The County has assets held by the County as an agent for other
governments and/or other funds. Agency funds held by the County Treasurer, on behalf
of other governments, are the highest dollar amount $1,387,005. The Sheriff’s Seizure
Fund and the Unemployment Fund are held by the Treasurer. The Ambulance
Replacement Fund, the Jr. Livestock Sale Fund, the E911 Fund, are all held and budgeted
by the County, but expenditures are made by an independent board.

Schedules and 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. The Notes to the Financial Statements can be found on pages 10 through
22 of this report.

Schedules:

» The Annual Statement of Receipts and Expenditures for Roads, Bridges and Streets is
part of the Local Highway Finance Report sent to the State of Colorado (the “State™).

» Schedule of County Department of Social Services Programs shows individual program
costs, delineated between County and State share.

Financial Analysis: The County uses fund accounting to ensure compliance with finance-
related legal requirements. The County adopts an annual appropriated budget for each
department within its funds. Budgetary comparison statements have been provided to
demonstrate compliance.

Government wide Financial Analysis: As previously mentioned, the government-wide
financial statements are designed to provide readers with a broad overview and long-term
analysis of the county’s finances, in a manner similar to a private-sector business. The following
chart shows the county’s net assets for 2012 and 2013.



Phillips County’s Net Assets:

Governmental
Activities
Totals
2013 2012
Assets:
Current and other assets 4,331,904 3,933,558
Capital Assets (minus depreciation) 8,311,924 8,363,450
Total Assets 12,643,828 12,297,008
Liabilities:
Other liabilities 121,821 1,846,855
Long-term liabilities 426,532 669,919
Total Liabilities 548,353 2,516,774
Deferred Revenues:
Property Taxes 2,082,352 1,705,679
Net Assets:
Invested in capital assets, net of related debt 8,001,284 7,817,986
Restricted for other purposes 264,170 264,392
Unrestricted 1,747,689 1,697,865
Total Net Assets 10,013,143 9,780,243

Traditionally, the largest portion of any county investments is in its capital assets: land, building,
equipment, machinery, and specialized tools are necessary to deliver and/or provide services to
the residents of Phillips County. Capital assets of the county account for 65.7% of its total
assets; these assets are not an available source of payment of future spending.

The County’s net assets increased $232,900 during the current fiscal year. This increase can be
attributed to additional equipment purchases.

As of the end of the current fiscal year, the County’s net assets reported total fund equity of
$10,013,143. Restricted net assets totaling $264,170 or approximately 3% of budgeted fiscal
spending, has been reserved for emergencies in accordance with the Taxpayer’s Bill of Rights
(“TABOR) requirements for local governments.
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Phillips County’s Governmental Activities

Governmental Activities

2013 2012
Revenues:
Program Revenues:
Charges for services 575,835 575,248
Grants & contributions 1,968,223 2,083,160
General Revenues:
Property taxes 1,665,991 1,557,585
Specific ownership taxes 265,310 233,524
Interest & other revenue 840,949 887,322
Total Revenues 5,316,308 5,336,839
Expenses:
General government 1,338,048 1,375,394
Public safety 733,146 727,621
Highway & Streets 1,547,076 1,568,606
Health and human services 600,602 631,745
Culture and recreation 456,727 485,978
Sanitation 284,995 315,803
Economic Development 25,500 25,500
Judicial 81,615 75,562
Interest on Long Term Debt 15,691 21,817
Total Expenses 5,083,400 5,228,026
Change in Net Assets 232,908 108,813
Net Assets, January 1 9,780,235 9,671,430
Net Assets, December 31 10,013,143 9,780,234
Fund Financial Analysis:
Fund Balances
2009 2010 2011 2012 2013
General $1,015,320 $1,168,334  $1,184,798  $1,079,099 1,116,332
Road & Bridge 601,478 555,804 545,760 462,346 513,701
Social Services 86,510 71,619 50,859 40,032 53,420
Capital Expenditures 457,248 74,566 208,659 99,823 8,986
Other 452,222 360,549 397,401 405,413 435,313
$2,612,778 $2,230,872 $2,387,477 $2,086,713 $2,127,752

The fund balance comparison shows an increase overall. The current funds of most concern are
Social Services and Road and Bridge. Each is on the upswing but each still needs to be closely
monitored. The low fund balance in Road and Bridge greatly affects the purchase of new
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equipment. The Capital Expenditure Fund has decreased over time as anticipated during
construction of large projects.

The county’s economy is substantially dependent on agriculture. The county’s assessed value, as
shown, generally indicates stability. The assessed value increased $13,318,696 between 2012
and 2013, a 22.1% increase.

2009 2010 2011 2012 2013
$58,329,710 $52,397,200 $56,488,770 $60,314,002 $73,632,698

Most classifications remained fairly stable. The major increase came in the increased value of
agricultural land.

Next Year’s Budget and Rates: The County’s General Fund balance at the end of fiscal year
2013 was $1,116,332. A reserve is necessary to start the year and provide basic services to the
residents and visitors of Phillips County. An adequate reserve at the year-end on which to
operate a minimum of three months or 25% is considered necessary, for the majority of the
property tax revenue is received in April of each year. The County had a General Fund balance
of 38.2% of the 2014 budgeted expenditures.

Budget Variances: The County is required to amend the budgets of various funds for the
current fiscal year. General Fund departments received a budgetary increase totaling $23,258 to
cover general operating expenditures over the budget amount. Departments receiving budgetary
increases were: Other Administrative Expenses, Communications Center, Local Victims’
Assistance, District Attorney, County Fair donation, Event Center, Fairgrounds Capital
Improvements, and Health and Regional Organizations. These increases were covered by fund
carryovers which were higher than anticipated from 2013.

The VOCA (Victims Assistance) Fund budget was amended by an additional $951 to cover
unanticipated expenditures.

The Fairgrounds Related Projects Fund budget was amended by an additional $6,395 to cover
unanticipated expenditures.

The CSU Extension Service Fund budget was amended by an additional $374 to cover
unanticipated expenditures.

The Phillips County Event Center Fund budget was amended by an additional $13,343 to cover
unanticipated expenditures.

The Fairground Capital Improvements Fund budget was amended by an additional $1,690 to
cover unanticipated expenditures.

The Health and Regional Organizations Fund budget was amended by an additional $505 to
cover unanticipated expenditures.
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Capital Assets and Debt Administration:

The County’s major purchases for capital assets in 2013 were:

Parking garage building

2013 CIH Scout with Meyer blade
2005 Honda Fourtrax ATV

2013 Ford Expedition

Gateway repeater system

2.93 acre Fairgrounds expansion
Bike/Pedestrian path, sod, sprinkler system
Swirl chimes

2013 CIH Scout

Pressurize ion chamber

1994 Ford backhoe with extensions
14’ LP cutter

2010 Flex Nitro mower

Tractor mount retriever

Fuel tank project

General
Main/EC/Fairgrounds
Maintenance
Sheriff

Comm Center
Fairgrounds
Fairgrounds
Homesteaders’
Landfill
Landfill

Road & Bridge
Road & Bridge
Road & Bridge
Road & Bridge
Road & Bridge

Total

The County has two (2) lease-purchase agreements in 2013 as referenced in the Financial

Highlights section.

Request for information: This financial report is designed to provide a general overview of the
County’s finances for all those with an interest. Questions concerning any of the information
provided in this report or requests for additional financial information should be addressed to the

$ 105,924
14,622
4,000
33,013
11,546
13,185
234,015
4,960
9,500
2,845
22,000
9,253
15,000
7,000
5,789

$ 492,652

Phillips County Administration Office, 221 S. Interocean Ave., Holyoke, CO 80734,
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Phillips County, Colerado
Statement of Net Position

December 31, 2013
Governmental
Activities Total
ASSETS
Cash and cash equivalents $ 1,976,049 $ 1,976,049
Receivables 2,186,293 2,186,293
Due from other governmental agencies 30,659 30,659
Inventories 138,903 138,903
Capital assets
Land 137,203 137,203
Infrastructure 2,063,724 2,063,724
Buildings 6,708,813 6,708,813
Equipment and furniture 5,430,978 5,430,978
Vehicles 1,304,885 1,304,885
Less: accumulated depreciation (7,333,679) (7,333,679
Total Capital Assets 8,311,924 8,311,924
Total Assets 12,643,828 12,643,828
LIABILITIES
Accounts payable and accrued expenses 106,504 106,504
Due to other governmental agencies 15,317 15,317
Long-term liabilities
Due within one year
Capital leases 122,946 122,946
Due in more than one year
Capital leases 187,694 187,694
Compensated absences 115,892 115,892
Total Liabilities 548,353 548,353
DEFERRED CASH IN-FLOW OF RESOURCES
Deferred revenues-property taxes 2,082,332 2,082,332
NET POSITION
Net investment in capital assets 8,001,284 8,001,284
Restricted for:
TABOR and enabling legislation 264,170 264,170
Unrestricted 1,747,689 1,747,689
Total Net Position $ 10,013,143 $ 10,013,143

The accompanying notes to the financial statements
are an integral part of these statements.
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Phillips County, Colorado
Reconciliation of the Governmental Funds Balance Sheet to the Statement of Net Position
December 31, 2013

Total fund balance, governmental funds $ 2,127,752

Amounts reported for governmental activities in the Statement of Net Position
are different because:

Capital assets used in governmental activities are not current financial
resources and therefore are not reported in this fund financial statement, but
are reported in the governmental activities of the Statement of Net Position. 8,311,924

Some liabilities, (such as Notes Payable, Capital Lease Contract Payable,
Long-term Compensated Absences, and Bonds Payable ), are not due and
payable in the current period and are not included in the fund financial
statement, but are included in the governmental activities of the Statement of

Net Position. (426,533)
Net Assets of Governmental Activities in the Statement of Net Position $ 10,013,143
e —————

The accompanying notes to the financial statements
are an integral part of these statements.
6




REVENUES

Property Taxes

SO Tax

Sales, Use and miscellaneous taxes
Fees and fines
Licenses and permits
Intergovernmental
Charges for services
Investment earnings
Miscellaneous

Rent and Contributions
Total revenues

EXPENDITURES
Current:

General government
Public Safety

Streets & Highways
Health and Welfare
Culture and recreation
Judicial

Sanitation

Economic Development
Debt Service:

Principal

Interest and other charges
Capital Outlay

Total Expenditures
Excess (deficiency) of revenues over
expenditures

OTHER FINANCING SOURCES
(USES)

Transfers in

Transfers out

Total other financing sources and uses

SPECIAL ITEM

Proceeds from sale of assets
Net change in fund balances
Fund balances - beginning
Fund balances - ending

Phillips County, Colorade
Statement of Revenues, Expenditures and Changes in Fund Balances
Governmental Funds

For the Year Ended December 31, 2013

Other Total
Human Capital Governmental  Governmental
General Road & Bridge Services Expenditures Funds Funds

$ 1,297,547 $ 211,253 96,734 $ 60,457 $ - $ 1,665,991

201,234 39,684 15,011 9,382 - 265,311
501,115 112,800 - - - 613,915
43] - - - - 431

1,155 6,374 - - - 7,529
129,280 1,120,676 395,205 310,265 9,302 1,964,728
279,915 1,060 - 138,140 83,557 502,672
7,046 - - 2 1,010 8,058
70,317 14,418 - 57,284 87,021 229,040
55,703 - - - - 55,703
2,543,743 1,506,265 506,950 575,530 180,890 5,313,378

1,096,653 7,760 - 184,905 23 1,289,341
607,831 - . - 70,059 677,890

- 1,295,821 - - - 1,295,821

66,158 - 523,562 - - 589,720

293,010 - - - 58,101 351,111
81,615 - - - . 81,615
237,763 - - - - 237,763

- - - - 44,761 44,761

- 119,695 - 115,129 - 234,824

- 11,443 - 4,249 - 15,692

59,980 59,042 - 362,084 11,546 492,652
2,443,010 1,493,761 523,562 666,367 184,490 5,311,190
100,733 12,504 (16,612) (90,837) (3,600) 2,188
- - 30,000 - 33,500 63,500
(63,500) . - - - (63,500)
(63,500) - 30,000 - 33,500 -

- 38,850 - - - 38,850

37,233 51,354 13,388 (90,837) 29,900 41,038
1,079,099 462,347 40,032 99,823 405,413 2,086,714
3 1,116,332 $ 513,701 53,420 $ 8,986 $ 435,313 $ 2,127,752

The accompanying notes to the financial statements

are an integral part of these statements.
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Phillips County, Colorade

Reconciliation of the Statement of Revenues, Expenditures, and Changes in Fund Balances of

Governmental Funds to the Statement of Activities
For the Year Ended December 31, 2013

Net change in fund balances - total governmental funds:

Amounts reported for Governmental Activities in the Statement of Activities are
different because:

Governmental funds report outlays for capital assets as expenditures because such
outlays use current financial resources. In contrast, the Statement of Activities
reports only a portion of the outlay as expense. The outlay is allocated over the
assets' estimated useful lives as depreciation expense for the period.

This is the amount by which capital outlay of $492,652 was less than depreciation of
$522,072 in the cumrent period.

Governmental funds report the entire net sales price (proceeds) from sale of an asset
as revenue because it provides current financial resources. In contrast, the Statement
of Activities reports only the gain on the sale of the assets. Thus, the change in net
assets differs from the change in fund balance by the cost of the asset sold.

Governmental funds report capital lease payments as current financial resources. In
contrast, the Statement of Activities treats such debt as a liability. Governmental
funds report repayment of capital lease principal as an expenditure, In contrast, the
Statement of Activities treats such repayments as a reduction in long-term liabilities.
This is the amount by which repayments exceeded proceeds.

Some expenses reported in the statement of activities do not require the use of
current financial resources and these are not reported as expenditures in
governmental funds:

Change in Compensated Absences
Adjustment

Change in net position of governmental activities

The notes to the financial statements
are an integral part of these statements.
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41,038

(29,420)

(22,107)

234,824

8,564

$

232,508



Phillips County, Colorado
Statement of Fiduciary Net Assets

Fiduciary Funds
Decemb