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Board of County Commissioners
Morgan County, Colorado
Fort Morgan, Colorado

Independent Auditors’ Report

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
Morgan County, Colorado, as of and for the year ended December 31, 2008, which
collectively comprise the County’s basic financial statements as listed in the table of
contents. These financial statements are the responsibility of Morgan County, Colorado’s
management. Our responsibility is to express opinions on these financial statements based
on our audit. The prior year summarized comparative information has been derived from
Morgan County, Colorado’s 2007 financial statements and, in our report dated July 26,
2008, we expressed unqualified opinions on the respective financial statements of the
governmental activities, the business-type activities, each major fund, and the aggregate
remaining fund information.

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 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 Morgan
County, Colorado, as of December 31, 2008, and the respective changes in financial position
and cash flows, where applicable, thereof for the year then ended in conformity with
accounting principles generally accepted in the United States of America.
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Board of County Commissioners
Morgan County, Colorado
Fort Morgan, Colorado

In accordance with Government Auditing Standards, we have also issued our report dated
June 23, 2009 on our consideration of Morgan 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.

The Management’s Discussion and Analysis and budgetary comparison information on
pages 13 through 22 and 70 through 75, are not a required part of the basic financial
statements but are supplementary information required by accounting principles generally
accepted in the United States of America. 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.

Our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise Morgan County, Colorado’s basic financial statements. The
introductory section; combining and individual fund financial statements and .schedules;
statistical section; schedule of expenditures of federal awards as required by the U.S. Office
of Management and Budget Circular A-133, Audits of States, Local Governments, and Non-
Profit Organizations; Local Highway Finance Report; and Schedule of Federal Financial
Assistance Reconciliation are presented for purposes of additional analysis and are not a
required part of the basic financial statements. The combining and individual fund
financial statements and schedules, schedule of expenditures of federal awards, Local
Highway Finance Report, and Schedule of Federal Financial Assistance Reconciliation have
been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, are fairly stated in all material respects in relation to the
basic financial statements taken as a whole. The introductory section and statistical section
have not been subjected to the auditing procedures applied in the audit of the basic financial
statements and, accordingly, we express no opinion on them.

- ¢4, we
June 23, 2009 BONDI & Co. Li.c
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MANAGEMENT’S DISCUSSION AND ANALYSIS

As management of the County of Morgan, we offer readers of Morgan County Government'’s
financial statements this narrative overview and analysis of the financial activities of Morgan
County for the fiscal year ended December 31, 2008. We encourage readers to consider the
information presented here in conjunction with the letter of transmittal and basic financial
statements to enhance their understanding of the County’s financial performance.

FINANCIAL HIGHLIGHTS

e Morgan County’s assets exceeded liabilities by $212 million (net assets) at the end
of 2008. Of this amount, $24 million (unrestricted net assets) may be used to meet
the government’s ongoing obligations to citizens and creditors. The remaining $188
million is invested in capital assets or restricted by law.

e The County's General Fund balance was $10.6 million as of December 31, 2008. Of
this amount, $555,000 is restricted for emergencies and $3,345 is reserved for
inventory. The remaining $10 million is designated for subsequent years’
expenditures and other future purposes including $1 million for capital building
projects and $1.3 million for future debt service. The 2007 General Fund balance
was $10.2 million.

e The total 2008 General Fund balance is $10.6 million, which is $368,156 greater
than the 2008 General Fund operating expenditures plus operating transfers out.
The County Commissioners’ goal is to keep fund balance at no less than 75% of
operating expenditures. Morgan County does not have a county sales tax and relies
heavily on property tax collections as a main revenue source. Property taxes
represent 67% of the General Fund revenue in 2008.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the County’s basic
financial statements. Morgan County’s basic financial statements comprise three components:
1) government-wide financial statements, 2) fund financial statements, and 3) notes to the
financial statements. This report also contains required and other supplementary information in
addition to the basic financial statements including combining statements for non-major funds,
and a statistical section.

Government-Wide 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.

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 Morgan County
is improving or deteriorating.

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

Both of the government-wide financial statements distinguished functions of the County that are
principally supported by taxes and intergovernmental revenues (governmental activities) from
other functions that are intended to recover all or a significant portion of their costs through user
fees and charges (business-type activities). The governmental activities of Morgan County
include general government, public safety, highways and bridges, recreation, and human
services. The business-type activities of the County include operation of a solid waste landfill
and a County ambulance service.

The government-wide financial statements include not only Morgan County but the Morgan
County Building Authority, a separate legal entity which has a significant financial relationship
with the County. This entity is shown as a blended component unit and is reported with the
primary government. The Morgan County Building Authority is a Colorado non-profit
corporation, created for the purpose of constructing major building projects. In 1999, the
County entered into a lease-purchase agreement with the Morgan County Building Authority for
the purpose of constructing and financing a Human Services building.

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. Morgan
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 Morgan
County can be divided into three categories: governmental funds, proprietary funds, and
fiduciary funds.

Governmental Funds. Governmental funds are used 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.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with
similar information presented for governmental activities in the government-wide financial
statements. By doing so, readers may better understand the long-term impact of the
government’s near-term financing decisions. Both the governmental fund balance sheet and
the governmental fund statement of revenues, expenditures, and changes in fund balances
provide a reconciliation to facilitate this comparison between governmental funds and
governmental activities.

Morgan County maintains ten 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 general fund, road and bridge
fund, and the social services fund, all of which are considered to be major funds. Morgan
County adopts an annual appropriated budget for all major funds. A budgetary comparison
statement has been provided for all major governmental funds on pages 70 — 75 of this report.
Data from the other seven governmental funds are combined into a single, aggregated
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Governmental activities. Governmental activities decreased Morgan County’s net assets by
$7.5 million. The following shows the elements of the County’s decrease in net assets:

Revenues
Program revenues:
Charges for services

Operating grants and
contributions

Capital grants and
contributions

General revenues:
Property tax

Other tax

Interest

Other general revenues
Total revenues

Expenses
General government

Public safety

Public health

Auxiliary services

Roads and bridges

Public welfare

Other

Ambulance services

Solid waste services
Total expenses

Increase (decrease) in net
assets before transfers

Transfers

Increase (decrease) in net
net assets

Net assets — January 1 as
reported

Net assets restated

Net assets January 1
as restated

Net assets — December 31

Morgan County Government
Changes in Net Assets

Govermnmental Business-type
activities activities Total Government
2008 2007 2008 2007 2008 2007
$2,178,610 $1,847,490 $ 1,508,707 $ 1,623,800 $3,687,317 $3,471,290
6,278,516 5,929,397 5,224 30,205 6,283,740 5,959,602
99,441 398,689 0 0 99,441 398,689
10,947,757 10,580,908 0 0 10,947,757 10,580,908
1,288,415 1,317,463 0 0 1,288,415 1,317,463
735,984 1,229,720 47,504 66,533 783,488 1,296,253
513,339 583,761 2,587 2,588 515.926 586,349
22,042,062 21,887.428 1,564,022 1,723,126 23,606,084 23.610.554
6,957,754 7,132,019 0 0 6,957,754 7,132,019
3,719,727 3,565,250 0 0 3,719,727 3,565,250
8,296 9,645 0 0 8,296 9,645
380,771 364,664 0 0 380,771 364,664
13,865,403 13,012,483 0 0 13,865,403 13,012,483
4,542,657 4,243,279 0 0 4,542,657 4,243,279
138,030 144,698 0 0 138,030 144,698
0 0 1,089,807 996,493 1,089,807 996,493
0 0 451,989 461,685 451,989 461,685
29,612,638 28,472,038 1,541,796 1.458.178 31,154434 29,930,216
(7,570,576)  (6,584,610) 22,226 264,948 (7,548,350)  (6,319,662)
25,339 0 (25.339) 0 0 0
(7.545,237) _(6,584,610) (3.113) 264,948 7.548,350 6,319,662)
216,332,679 38,350,021 3,382,023 3,117,075 219,714,702 41,467,096
0 184,567,268 0 0 0 184,567,268
216,332,679 222,917.289 3,382,023 3,117,075 219,714,702 226,034,364

$208,787,442 $216,332,679

$3,378.910 $3,382,023
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Expenses and Program Revenues - Business-type Activities
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FINANCIAL ANALYSIS OF THE COUNTY’S FUNDS

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

Governmental Funds Overview. The focus of County governmental funds is to provide

information on near-term inflows, outflows, and balances of spendable resources. Such
information is useful in assessing the County’s financing requirements. In particular,
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unreserved fund balance may serve as a useful measure of a government’'s net resources
available for spending at the end of the fiscal year.

The County’s governmental funds financial position increased during the year 2008. The total
fund balances in the governmental funds increased by $.6 million. As of the end of 2008, the
combined ending fund balance of County governmental funds was $19 million. Approximately
73% of this consists of unreserved fund balance, which is available as working capital and for
current spending in accordance with the purposes of the specific funds. The remainder of fund
balance is reserved or designated for a specific purpose by the current County Commissioners
to indicate that it is not available for new spending because it is committed for the following
purposes: 1) a state-constituted mandated emergency reserve ($554,905); 2) completion of
capital projects ($1,707,972); 3) repayment of debt ($1,548,500); and 4) inventories ($153,571).

Propriety Funds Overview. The County’s proprietary fund statements provide the same type
of information found in the government-wide statements, but in more detail.

The County has two enterprise-type proprietary funds, the Solid Waste Management Fund and
Ambulance Service Fund.

< Solid Waste Management Fund. Unrestricted net assets of this fund at the end of the
year amounted to $2,381,944. This is an increase of $159,593 from unrestricted net
assets at the end of 2007.

< Ambulance Service Fund. Unrestricted net assets of this fund at the end of 2008
amounted to $420,287. This is a decrease of $164,673 from unrestricted net assets at
the end of 2007.

The County has one Internal Service Fund type Proprietary Fund. The internal Service Fund is
a governmental activity fund in the Proprietary Fund financial statements. The county’s Internal
Service Fund, the Central Services Fund, has unrestricted net assets of $3.4 million.

The County has three major governmental funds. These are the General Fund, Road and
Bridge Fund, and Social Services Fund.

% General Fund. This is the primary operating fund of the Morgan County Government. It
accounts for many of the County’s core services such as law enforcement, the County
Assessor, County Clerk and Recorder and planning and zoning. The general fund’s
balance as of December 31, 2008, was $10.6 million. Of this amount, $3.9 million is
reserved or designated for a specific purpose. As a measure of the general fund’'s
liquidity, it may be useful to compare the unreserved fund balance and total fund
balance to total fund expenditures. Unreserved fund balance is 66% of total 2008
expenditures and transfers in the general fund.

< Road and Bridge Fund. The Road and Bridge Fund is mandated by state statutes.
This fund accounts for costs related to County road and bridge construction and
maintenance of same. The Road and Bridge Fund has $5.8 million in fund balance at
the end of 2008. Of this amount, $1,707,972 is reserved for future capital highway
projects and $150,226 is reserved for bridge inventory. Total Road and Bridge fund
balance increased by $.4 million in 2008. Revenues decreased in 2008 by $232,000.
This reduction was due to a federal grant for paving that was completed in 2007. In
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2008, the total expenditures in the Road and Bridge Fund increased by $.5 million. The
increase in expenditures was due in part to the increased maintenance cost of the
County’s bridges and roads.

o

*

Social Services Fund. This fund is also State mandated. It accounts for the local
share of many Federal and State public welfare programs. The Social Services fund
balance at the end of 2008 was $1.0 million. The total fund balance is 22% of the total
expenditures and fransfers.

GENERAL FUND BUDGETARY HIGHLIGHTS

The County's budget is prepared according to Colorado statutes. The most significant
budgeted fund is the General Fund. The actual revenue totals did not meet the budgeted
amount by approximately 3.6%. The contributing factor to this variance was actual investment
earnings fell short of the budgeted amount. The expenditure amount budgeted exceeded the
actual amount spent by approximately $927,000 (8.5%). This was the direct result of careful
purchasing by all county departments. Projects the County budgeted for were completed on
schedule in 2008. There were no supplemental appropriations made to the original 2008
adopted budget.

CAPITAL ASSET AND DEBT ADMINISTRATION
Capital Assets. Morgan County’s investment in capital assets for its governmental and
business type activities as of December 31, 2008 totals $190 million (net of accumulated
depreciation). This investment includes all land, buildings, machinery and equipment, as well
as infrastructure constructed from 1980 through 2008.
Maijor capital asset events during the current fiscal year included the following:

¢ Installation of a new security camera system at the Morgan County Justice Center.

e Major road and bridge improvements totaling $.7 million.

Capital Assets
(net of depreciation)

Governmental Business-type
activities activities Total
2008 2007 2008 2007 2008 2007

Land $ 1248244 $ 1,248,244 $ 23510 $ 23,510 $ 1,271,754 $ 1,271,754
Building and

Improvements 9,731,025 10,106,788 456,203 486,135 10,187,228 10,592,923
Machinery and

Equipment 3,292,827 3,467,559 86,346 65,067 3,379,173 3,532,626
Infrastructure 174,843,424 183,018,736 0 0 174,843,424 183,018,736
Construction in

Process 322,049 162,930 0 0 322,049 162,930
Total $189.437.569 $198,004,257 $566,069 $574.712  $190,003,628 $198,578,969
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Long-term Debt. At December 31, 2008 Morgan County had the following outstanding long-
term debt (principal amount).

e $2.485 million in Certificates of Participation.

The $2.485 miillion represents the outstanding debt originated in 1999 when the County entered
into a lease purchase agreement with the Morgan County Building Authority for construction of
a Human Services building. The project is to be owned by the Morgan County Building
Authority as lessor subject to the annually renewable leasehold interest of the County and to the
County’s annual right to purchase the complex. Neither the lease nor the certificates constitutes
a general obligation or other indebtedness of the County.

Additional information the Morgan County long-term debt and capital asset activity can be found
in notes 5, 7 and 8 of this report.

Other Matters. The following factors are expected to have a significant effect on the County’s
financial position or results of operations and were taken into account in developing the 2009
budget:

e The County assessed value increased 1%. This amounts to a increase of $117,104 in
property tax revenue for the County. This is a great concern for the County as property
tax is the County’s main revenue source. The County’s agricultural economy has
suffered from drought and the ensuing water shortage crisis. The County continues to
promote economic development in Morgan County.

e The County is experiencing increased jail populations and rising costs of housing
inmates. Planning has begun on building expansion and updating of the existing County
Jail/Judicial Complex. The increased costs of operations of the Jail/Judicial Complex
must be addressed.

e The County Social Services department continues to address increasing case loads.
REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of Morgan County’s finances for
all those with an interest in the government’s finances. Financial information for the Morgan
County Building Authority is included in the County’s primary government financial statements
and separate financial statements are not prepared. Questions concerning any of the
information provided in this or for additional information should be addressed to the Finance
Director, P.O. Box 189, Fort Morgan, CO 80701.
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