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To the Citizens of Kittitas County:

State law requires that the Annual Financial report be certified and filed with the State Auditor within 150
days after the close of each fiscal year. The legal reporting requirements prescribed by the State Auditor for
local governments in Washington State are consistent with the national standards of financial reporting
prescribed by the Governmental Accounting Standards Board (GASB). Pursuant to that requirement, we hereby
issue the Annual Financial Report of Kittitas County for the fiscal year ended December 31, 2019.

The financial report includes the Management Discussion and Analysis (MD&A), Basic Financial
Statements, Required Supplementary Information, Fund Financial Statements, Supplementary Financial
Information and the Statistical Section.

Profile of the Government

Kittitas County was dedicated by the State of Washington as a public entity in November 1883 and
operates under the laws of the State of Washington applicable to a County with a commissioner form of
government. Kittitas County has a land area of 2,315 square miles. The 2010 estimated population is 40,500.

Kittitas County is located approximately 100 miles east of Seattle in the center of the state. The
incorporated cities in our county include Ellensburg, (the County Seat), Cle Elum, Kittitas, Roslyn, and South Cle
Elum. The unincorporated communities include Easton, Thorp, Vantage, Ronald, and Liberty.

Kittitas County is a general-purpose government and provides public safety, road improvements, parks

and recreation, judicial administration, heaith and social services and general administration services. In
addition, the County owns a solid waste disposal system and an airport.

Acknowledgements
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of the entire Auditor’s finance staff, Public Works finance staff and the Treasurer’s office. We would like to thank

all departments who assisted and contributed to the preparation of this report.

Respectfully Submitted
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Jerald V. Pettit
Kittitas County Auditor
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KITTITAS COUNTY, WASHINGTON

Management’s Discussion and Analysis

Kittitas County’s discussion and analysis offers readers of the County’s financial

statements, for the year ended December 31, 2019, a narrative overview and analysis for the
financial activities of the County. We encourage readers to consider the information presented
here in conjunction with additional information included in the financial statements and notes to
the financial statements.

FINANCIAL HIGHLIGHTS

The total assets of Kittitas County exceeded its liabilities at December 31, 2019 by over
$153.9 million. Net Investment in capital assets (net of depreciation and related debt)
account for 63.5% of this amount, with a value of $97.8 million. Of the remaining Net
Position, $11.8 million may be used to meet the government’s ongoing obligation to
citizens and creditors, without legal restriction.

As of December 31, 2019 Kittitas County’s government activities reported combined
ending Net Position of $135.9 million. Of that amount, $85.5 million is Investment in
Capital Assets.

Fund Balance for the General Fund at December 31, 2019 was $25.3 million.
Fund Balance for the County Road Fund at December 31, 2019 was $7.5 million.

The County’s total long term debt at December 31, 2019 was $22.7 million. The
County’s remaining debt capacity for non-voted debt is at $90.6 million. The Solid
Waste Landfill Post-Closure liability costs are $1.17 million.

The General Fund’s fund balance increased 15.9% over 2019, showing an increase of
$3,465,086. The amount of unrestricted funds is $10.28 million. The restricted and
assigned fund balances have increased due to increases in restricted revenue and
budgeted beginning fund balance.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to Kittitas County’s

basic financial statements. The basic financial statements are comprised of three components:

1) Government-Wide Financial Statements
2) Fund Financial Statements
3) Notes to the Financial Statements
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Government-Wide Financial Statements

There are two government-wide financial statements, which are designed to provide
readers with a broad overview of Kittitas County’s finances in a manner similar to a private-
sector business. Both of the government-wide financial statements distinguish functions of
Kittitas County that are principally supported by taxes and intergovernmental revenues (referred
to as “governmental activities”) from functions that are intended to recover all or a significant
portion of their costs through user fees and charges (referred to as “business-type activities™).
The government activities of the County include a full range of local government services
provided to the public, such as law enforcement, jail and probation services, public health, road
maintenance and construction, airport, and superior and district courts. Also included are
property assessment and collections, elections, licensing and permits and county fair.

The business-type activities are Solid Waste, Community Development Services and
Water Mitigation. Solid Waste operates the two transfer stations and two landfills. The
Community Development Services as an Enterprise fund, which operates the Permit Center for
Building, Planning and Code Enforcement. The Water Mitigation fund is created as an utility
fund for Groundwater Mitigation.

The Statement of Net Position presents information on all Kittitas County’s assets,
deferred outflows of resources, liabilities and deferred inflows of resources, with the difference
between them reported as Net Position. This statement serves a purpose similar to that of the
statement balance sheet in a private-sector business. Over time, increases or decreases in net
position may service as a useful indictor of whether the financial position of the County is
improving or deteriorating. However, this is just one indicator of the financial health of the
County. Other indicators include the condition of the County’s infrastructure systems (roads and
bridges, etc.), changes in property tax base, and general economic conditions within the County.

The Statement of Activities presents information showing how the County’s net position
changed during 2019. Because it separates program revenue (revenue generated by specific
programs through charges for services, grants and contributions) from general revenue (revenue
provided by taxes and other sources not tied to a particular program), it shows to what extent
each program has to rely on taxes for funding. All changes in net position are reported using the
accrual basis of accounting, similar to the method used by most private-sector companies. The
accrual basis of accounting requires that revenues be reported when they are earned and expenses
are reported when the goods and services are received, regardless of the timing of the cash flow.
Items such as uncollected taxes, unpaid vendor invoices for items received in 2019, and earned
but unused employee leave, will be included in the statement of activities as revenue and

expense, even though the cash associated with these items will not be received or distributed in
2019.

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 uses fund accounting
to ensure and demonstrate compliance with finance-related legal requirements. All of the funds
in Kittitas County can be divided into three categories:
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1) Government Funds
2) Proprietary Funds
3) Fiduciary Funds

Government Funds are used to account for most, if not all, of a government’s tax-
supported activities. Proprietary Funds are used to account for a government’s business type
activities, where all or part of the costs of activities are supported by fees and charges that are
paid directly by those who benefit from the activity. Fiduciary Funds are used to account for
resources that are held by the government as a trustee or agent for parties outside of the
government. The resources of fiduciary funds cannot be used to support the County’s own
programs.

Government Funds

The Governmental Funds Balance Sheet and the Governmental Funds Statement of
Revenues, Expenditures and Changes in Fund Balance present separate columns of financial data
for the General Fund and County Road Fund, which are considered major funds. A major fund
is based on criteria established by GASB Statement 34!, The statement defines a major fund as
a fund who’s assets, liabilities, revenues or expenditures comprise of the following: 1) at least
10% of the total dollar amount of the same category within either all government or all enterprise
funds, as appropriate, and 2) at least 5% of the total dollar amount of all governmental and
enterprise funds combined for the same category. Figures from the remaining governmental
funds are combined into a single, aggregated presentation.

Government funds are used to account for essentially the same functions reported as
governmental activities in the government-wide financial statements. However, unlike
government-wide financial statements use of accrual accounting, governmental fund financial
statements focus on near-term inflows and outflows of spendable resources on balances of
spendable resources available at the end of the fiscal year. Such information is useful in
evaluating a government’s near-term finance requirements in comparison to near-term resources
available.

Because the focus of governmental fund financial statements is narrower than that of
government-wide financial statements, it is useful to compare 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 Funds
Balance Sheet and the Governmental Funds Statement of Revenues, Expenses and changes in
fund balances provide reconciliation to the governmental activities column in the government-
wide statements, in order to facilitate this comparison.

The County maintains budgetary control over its operating funds. The objective of
budgetary controls is to ensure compliance with legal provisions embodied in the annual
appropriated budget. Budgets for governmental funds are established in accordance with state
law, and are adopted on a fund level. Capital outlays are approved on an item by item basis or
project basis. A budgetary comparison statement for the General Fund and County Road are
included in the basic financial statements.

! Governmental Accounting Standards Board, Statement 34, Basic Financial Statements — and Management’s
Discussion and Analysis — for State and Local Governments
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Proprietary Funds

There are two types of proprietary funds. The first type an Enterprise Fund is used to
report the same functions presented as a business-type activity in the government-wide financial
statements. Kittitas County has three Enterprise funds, Solid Waste, Community Development
Services and Water Mitigation. The second type is an Internal Service fund, used to accumulate
and allocate costs internally among the County’s various functions. The revenues and expense
of the internal service funds that are duplicated into other funds through allocations are
eliminated in the government-wide statements, with the remaining balances included in the
governmental activities column.

Proprietary fund statements follow the government fund statements in this report. They
provide the same type of information as the government-wide financial statements, only in more
detail, since both apply to the accrual basis of accounting. In comparing the Proprietary Fund
Statement of Net Position to the business-type column on the Government-Wide Statement of
Net Position, you will notice that the total Net Position agree, and therefore need no
reconciliation. In comparing the total assets and total liabilities between the two statements, you
will notice slightly different amounts. This is because the “internal balances” line on the
government-wide statement combines the “due from other funds” and “due to other funds” from
the proprietary fund statement in a single line in the asset section of the government-wide
statement.

Fiduciary Funds

Fiduciary funds are used to account for resources held for the benefit of parties outside
the government. Fiduciary funds are not reflected in the government-wide financial statement
because the resources of those funds are not available to support Kittitas County’s own
programs. The accounting used for fiduciary funds is much like that used for proprietary funds.

Kittitas County has two types of fiduciary funds: Private Purpose Trust and Agency
funds, which are clearing accounts for assets held by Kittitas County in its role as custodian until
the funds are allocated to the private parties, organizations or government agencies to which they
belong. The basic fiduciary fund financial statements can be found following the proprietary
fund financial statements.

Notes to the Financial Statements

The Notes to the Financial Statements 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 immediately following the basic financial
statements in this report.
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GOVERNMENT-WIDE FINANCIAL ANALYSIS

In accordance with GASB Statement 342, Kittitas County is not required to restate prior
periods for the purposes of providing comparative information.

Statement of Net Position

The following is a summary of the Statement of Net Position as of December 31, 2019,
with 2018 comparative balances.

Statement of Net Position

Gover 1 Activities Business-type Activities Total Primary Government
2019 2018 2019 2018 2019 2018
Assets:
Current Assets $65,578,951 $62,872,988 $5,821,277 $5,255,059 $71,400,229 $68.128.,047
Capital Assets 94.497.279 92.047.567 12,563.670 12,249,020 107,060,949 104,296,586
Deferred outflow of 1,805,523 1,614,887 119,174 105,928 1,924,697 1,720,815
Resources -Pension
Deferred  outflow  of 0 75,015 0 0 0 75,015
Resources -OPEB
Total Assets & Deferred 161,881,753 156,610,457 18,504,122 17,610,008 180,385,875 174,220,464
outflows
Liabilities
Other liabilities 1.603,432 2,689,595 298,182 326,730 $1.901,615 $3.016,324
Long-term liabilities 20,958,719 23,734,069 1.695.058 2,776,708 22,653,778 26,510,777
Deferred Inflows of 108,330 0 0 0 108,330 0
Resources-OPEB
Deferred Inflows of 3,284,934 3,008,781 265,374 246,796 3,550,308 3,255,577
Resources-Pension
Total Liabilities & 25,955,416 29,432,445 2,258,615 3,350,233 $28,214,031 $32,782,678
Deferred Inflows
Net Position
Investment in  Capital
Assets 85,460,821 82,249,481 12,330,826 11,068,408 97.791,647 93,317,889
Non Spendable 102,358 105,935 16,915 18.793 119,273 124,729
Restricted 27,532,668 27,163,919 0 0 27,532,668 27,163,919
Committed 3,678,921 3,572,616 0 0 3.678.921 3,572,616
Assigned 11,286,183 9,038,753 0 0 11,286,183 9,038,753
Unassigned 7.865.386 5,047,307 3,897,766 3,172,573 11,763,152 8.219.880
Total Net Position $135.926,336 | $127,178,012 | $16,245,507 | $14,259,774 152,171,844 141,437,786

Net Position of the County’s governmental activities was $135.9 million. The County’s
unrestricted Net Position, the part of the Net Position that can be used to finance day-to-day

operations $7,865,386.

Statement of Activities

For fiscal year ended December 31, 2019, the revenues of primary governmental
activities totaled $53.9 million. Property taxes are the largest revenue source at $14.6 million,
while Sales taxes are the second largest at $13.6 million.

? Governmental Accounting Standards Board, Statement 34, Basic Financial Statements — and Management’s
Discussion and Analysis — for State and Local Governments
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The expenses for governmental activities totaled $45.2 million. Public Safety was the
county’s highest commitment at $11.7 million; Transportation is the seconded highest expense
for 2019 with $10.98 million.

Statement of Activities

Governmental Activities Business-Type Activities Total Primary Government
2019 2018 2019 2018 2019 2018
Revenues:
Program Revenues:
Charges for Services $10,935,459 $9.473.904 $7.383,938 $7.580,109 | $18.319.398 $17.054.013
Operating Grants 5,736,281 6,570,747 0 0 5,736,281 6,570,747
Capital Grants 1,130,616 0 0 250,000 1,130,616 250,000
General Revenues:
Property Taxes 14,550,105 13,877,148 0 0 14.550,105 13,877,148
Sales Taxes 13,551,018 12,363,464 0 0 13,551,018 12,363,464
Other Taxes 5,541,804 6,045.056 0 0 5,541,804 6,045,056
Unrestricted Grants & 1,236,575 0 0 0 1,236,575 0
Contributions
Unrestricted Investment 2,224,337 2,002,702 83,594 146,572 2,307,931 2,149,274
Earnings
Proceeds on Disposition of 262,346 52,809 0 0 262,346 52,809
Capital Assets
Transfers (1,225,167) (1,109,137) 1,225,167 1,109,137 0 0
Total Revenues $53,943,375 | $49,276,692 $8,692,699 $9,085.819 | $62,636,075 $58,362,511
Gover 1 Activities B Type Activities Total Primary Government
2019 2018 2019 2018 2019 2018
Expenses:
Judicial $2,593,510 $2.849.956 0 0 $2.593,510 $2.849,956
General Government 9,979,510 11,808.269 0 0 9,979,510 11,808,269
Public Safety 11,748,176 13,268,126 0 0 11,748,176 13,268,126
Physical Environment 92.608 180,689 0 0 92,608 180,689
Transportation 10,979,307 13,078.278 0 0 10,979.307 13,078,278
Economic Environment 3,814,937 1,792,521 0 0 3,814,937 1,792,521
Mental & Physical Health 3.297.127 3,970,923 0 0 3,297,127 3,970,923
Culture & Recreation 2,402,290 3,049,361 0 0 2,402,290 3,049,361
Interest on Long Term Debt 308,069 367,812 0 0 308,069 367.812
Garbage & Solid Waste 0 0 4,776,151 4,325,688 4,776,151 4,325,688
Community Development 0 0 1,906,610 1,861,846 1,906,610 1,861,846
Services
Water Mitigation 0 0 24.206 39.612 24,206 39,612
Total Expenses $45,215,534 $50,365,936 $6,706,967 $6,227,147 $51,922,501 $56,593,082
Excess (Deficiency) before Special Items and
Transfers
Change in Net Position 8,727.841 (1,089.243) 1,985,733 2,858,672 10,713,574 1,769,429
Net Position as of January 1 127,178,012 126,225,127 14,259,774 13,392,318 141,437,786 139,617,445
Change in Accounting 0 3,179,140 0 0 0 3,179,140
Principles-GASB 75
Prior Year Adjustments 20,484 (1,137,012) 0 (1.991.215) 20.484 (3,128.227)
Net Position as of December | ¢135 076,336 | $127,178,012 | $16,245507 | $14259,774 | $152.171,844 | $141437.786

31

See the Notes to the Financial Statements, Note 19 on discussion for the Prior Year Adjustments
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FINANCIAL ANALYSIS OF THE COUNTY’S FUNDS
Governmental Funds Balance Sheet Analysis

The General Fund and County Road are the two major funds in 2019. Together these
funds account for 63% of the total government assets and 62% of the total government fund
balance. As of December 31, 2019, the county’s government funds reported combined fund
balances nearly $52.88 million. Of this total amount, $10.28 million is unassigned and available
for spending within each of the designated funds. There are five types of fund balance as
described in Note 1-11 and the breakdown of those fund balance types are below.

Fund Balance Type Amount
Non Spendable 98.480
Restricted 27,532,668
Committed 3,678,921
Assigned 11,286,183
Unassigned 10,282,136

In the total Assets, the Cash and Investments have increased from the previous year by
$2,886,838; and receivables have increased by $306,323 and the due from other Governmental
decreased by $872,397. The net change in all assets is a 4.4% increase.

In the total Liabilities, the biggest decrease is the Due to other funds/ Interfund Loans by
$662,244, and accounts payable and accrued exp. by a decrease of $479,622. The net change in
all liabilities is a 20.1% decrease.

Governmental Funds 2019 2018 Net Change

Total Assets 57,317,766 54,919,704 2,398,062
Total Liabilities 1,871,651 3,393,535 (1,521,884)
Total Fund Balance 52,878,388 49,237,014 3,641,374

Governmental Funds Revenues/Expenditure Analysis

The net change in fund balance for the General Fund in 2019 was $3,465,086. The net
change in the County Road fund was a ($1,664,822). Other Governmental Funds had an overall
net change in fund balance of $1,793,629 for 2019. The changes in fund balances for the General
Fund are the additional Sales Taxes collected; County Road is due to the completion of
Transportation Construction Projects.

The overall changes in Governmental Revenues were 7.0% increase. The biggest change
in the revenues occurred in Sales Taxes with a 9.6% increase; 2018 $12.4 million compared to
$13.6 million in 2019; showing an increase of $1,187,554.

The overall expenditures increased 9.5% from 2018. The biggest change in expenses was

in Transportation-Capi