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Final Budget Message

August 27, 2013

Residents of Gallatin County:

This document is the Final Operating and Capital Equipment and Projects Budget for Gallatin County,
Montana for the fiscal year ending June 30, 2014 (FY 2014). A brief summary of the Final Budget follows.

Overview of Budgeted Resources

The following table depicts beginning balances, estimated revenues, approved expenditures, and projected
ending balances for the budget year. All funds of the County are included in the Final budget. The table
reflects estimated revenues of $77.4 million, budgeted expenditures of $118.2 Million, resulting in a decrease
in the ending balance of $40.8 million. An explanation of the significant changes in fund and cash balances
(those greater than 10%) is provided on the following page.

CHANGES IN FUND BALANCE / CASH BALANCE
Projected Changesin Fund Balances or Cash Balances
FY 2014 FINAL BUDGET -- July 1, 2013 through June 30, 2014 (FY 2014)

GOVERNMENTAL FUNDS PROPRIETARY| FIDUCIARY TOTAL
FUNDS FUNDS
Enterprise Trust ALL
General Special Debt Capital & Internal &
Revenue Service Projects Funds Agency FUNDS

Beginning
Fund Balance (Cash) $ 3,030,688 | $ 19,899,559 | $1,682,637 | $ 5,238,545]| $ 18,548,979 | $ 5,996,564 | $ 54,396,972

Estimated Revenues 10,622,423 28,232,217 | 4,389,919 1,898,672 17,664,187 14,598,121 77,405,539

less
FY 2014 Final Budget (12,153,111)] (43,877,913)| (5,697,556)] (6,631,229)] (29,241,272) (20,571,943)| (118,173,024)

Projected Changes to
Fund Balance (Cash) (1,530,688)] (15,645,696)| (1,307,637)] (4,732,557)] (11,577,085) (5,973,822)| (40,767,485)

Estimated Ending
Fund Balance (Cash) $ 1,500,000 $ 4,253,863|$ 375000|$ 505988|% 6971,894|% 22,742 | $ 13,629,487
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Listed below are explanations for the significant changes in fund balance/cash for each of the major fund
groups.

General Fund
e The General Fund will use $1,530,688 in working capital to fund $235,180 in capital outlay, $1 million in
Bridge replacement/ repairs and $295,508 in one time operational costs. Two factors that mitigate the
potential use of working capital are:
o The County utilizes conservative revenue estimates with actual revenues normally coming in
higher.
o0 The approved budget represents the maximum spending limits for County departments.
Departments routinely under expend their budgets, which serves to increase ending fund balances.

Special Revenue Funds
e Special Revenue Funds of $15.6 million will be used. Rural Improvement District road improvements
are $4.9 million, Road projects and capital accounts for $1.5 million, with Impact Fee/Gas tax used for
improvements at $0.6 million, PILT payments for loans etc $2.6 million, $0.9 million reserved for capital
for dispatch center/equipment, Health Grant expenses $0.65 million, Open space accounts for $0.54
million, TIGER (I-90 Interchange) $1.5 million, with the balance of working capital used by all other
special revenue funds, especially Grants.

Debt Service Funds
e Debt Service Funds collect tax revenues in the previous Fiscal Year for payment in the next Fiscal Year
prior to the next tax collection. This is required to make bond payments pursuant to bond agreements.
The actual amount of $1.3 million is lower than last year’s.

Capital Project Funds
e Capital Projects will use $4.7 million for ongoing construction projects. $2.8 Million will fund capital
projects, Core Rolling Stock and Building upgrades. Open Space accounts for $1.6 Million and RID
Construction use is $0.25 million.

Enterprise / Internal Service Funds
e The $11.6 million for Enterprise Funds/Internal Service Funds will pay for building repairs at the Rest
Home, loan reserves, financial assurance reserves and capping of the cells at the Logan Landfill, if
needed, and set aside requirements for the West Yellowstone Refuse District Compost Facility.
Internal Service working capital will be used to fund health insurance claims, replacement of copiers
and motor pool vehicles per replacement schedules and payment of deductibles, if needed, from the
Liability Fund.

Trust and Agency Funds
e Trustand Agency working capital is projected to decrease by $6.0 million. The use of working capital is
for fire districts/service areas and special districts budgeting money for replacement or enhancement of
their systems. A portion of this money includes using Fire Impact Fees received in prior years.

10



EXECUTIVE SUMMARY

Budget Message

Planning Processes

Gallatin County conducts various planning processes, both short-term and long-term, to help guide the
Government and to ensure that decisions are made in the context of the organization as a whole and with a
long-term perspective. Four of our plans (the Strategic Plan, Growth Plan, 5-year Financial Plan, and Capital
Improvement Plan) are discussed below.

Strategic Plan

Strategic planning suggests ways (strategies) to identify and to move toward desired future states. It consists
of the process of developing and implementing plans to reach goals and objectives. Within government,
strategic planning provides guidance for organizational management similar to that for business, but also
provides guidance for the evolution or modification of public policy and laws. Areas of such public policy
include: funding of infrastructure and rate-setting and functional plans such as the County’s Comprehensive
Plan for land use, the Bozeman Transportation Plan, the Belgrade Transportation Plan, the County
Transportation Plan and the Solid Waste Plan.

The Strategic Plan is an ongoing dynamic process that gives residents, taxpayers and interested persons a
greater understanding of County government. The Strategic Plan focuses on performance and provides for
measurable goals and objectives the County intends to achieve. Department employees will be held
accountable for the implementation and success of the plan. The fiscal year 2014 budget continues the
County’s Strategic Planning initiatives started in 2000.

As part of the Strategic Planning Process, the County created a set of strategies to help guide the
organization. These range from philosophical strategies (Mission Statement) down to concrete achievable
goals for the coming year. Shown on the following page are the results of the Strategic planning process.

In the Departmental Budget Section of this document, departments have stated how they plan to meet the
Commission’s long-term goals. In response to the Commission’s short-term goals, departments have
developed and are continuing to develop performance measures to identify and track quantitative and
gualitative measures of their service delivery performance. Performance budgets emphasize the
accomplishment of program objectives. Performance budgeting involves a shift away from inputs (what is
going to be purchased), to outcomes (what is going to be accomplished). Performance budgeting is an
ongoing process that continues in FY 2014, with incremental changes by departments. The process will be
emphasized during FY 2014 with special attention to the difference between ‘Workload Indicators’ and
‘Performance Measurements’ being explained and enhanced.
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GALLATIN COUNTY

Strategic Direction

Mission Statement

Provide cost effective services, visionary leadership and responsive policies for our
diverse residents.

Vision Statement

Gallatin County is dedicated to being a premier county local government.

Long-Term and Short-Term Goals

The County created a set of short-term and long-term goals. Short-term goals are those that guide the development of
the budget for the coming year. Long-term goals are more far-reaching in nature and do not change from year to year.
Listed below are the long-term and short-term goals of the County that help guide the development of this budget:

Long-Term Goals (Concerns and Issues):

¢  Align community needs with budgetary decisions

e Adhere to the long-term plans

¢ Demonstrate exceptional Customer Service

e Serve as a Model for Excellence in Government

e Improve Communication within county government, other jurisdictions and our public
e Be an Employer of Choice and Improve Employee Retention

Short-Term Goals (Priorities and Policy Issues for the Budget Year):

e Maintain public health, safety and welfare as a high priority, as required and allowed under state statute and
documented public demand, consistent with performance measurements;

e Improve and enhance the efficiency, effectiveness and productivity of every County function through budget
administration and performance management;

e Continue to improve the Criminal Justice System;

¢ Improve and maintain County Infrastructure and Equipment by dedicating additional property tax revenues from
new construction to Capital Projects, within budgetary constraints;

e Ensure that needed transportation infrastructure systems are maintained and enhanced ;

e Keep budget structurally balanced by maintaining current operation reserve percentages;

¢ Demonstrate a strong Commitment to Employee Retention through funding of needed wage and / or benefit;

¢ Improve management, accountability and oversight to reduce County risk; and,

e Support local and regional economic development efforts.
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Gallatin County Growth Policy

The County Planning & Community Development Department is the primary department responsible for
assisting the Board of County Commissioners with implementation of the County’s adopted Growth Policy.
The County adopted the Growth Policy in 2003 to provide broad instructions on how to best manage growth
and development in the County, consistent with state law.

To implement the Growth Policy, the County has adopted a transportation plan, five neighborhood plans, and
established six zoning districts. The County also explored but did not proceed with establishment of a rural
zoning regulation that covered the remaining un-zoned portions of the County. The County is continuing to
explore creation of a park and trails plan through a joint-planning effort established by County Commission
Resolution No. 2008-075.

During FY 2013, the County Commission continued efforts to implement the Growth Policy. These efforts
include, but are not limited to: the Planning Board’s work to revisit and update the 2003 Growth Policy;
continued efforts of the Planning Department and area residents in Gallatin Gateway and
Amsterdam/Churchill to establish zoning regulations that implement their respective neighborhood plans; a
cooperative planning project in the “Triangle” area with the cities of Belgrade and Bozeman to identify
opportunities for better coordination; and continued work to establish a County park and trails plan. Citizen
involvement is crucial to the success of all of these projects.

Five-Year Financial Plan

Each year, Gallatin County evaluates its current financial condition within the context of existing programs,
assesses future financial capacity, and integrates County Commission goals, objectives, and financial policy
into its decision making process. Analysis of the County’s financial and economic trends is an integral part of
this process.

The Finance Office performs financial trend analysis each year in conjunction with the annual mid-year
budget analysis. The Five-Year Financial Plan utilizes budgetary and financial information to create a series
of local government indicators to monitor changes in Gallatin County’s financial condition. These indicators,
when considered as a whole, help interested stakeholders gain a better understanding of the County’s overall
financial condition. This analysis of key financial trends and other community factors is similar to the approach
taken by credit rating agencies to determine Gallatin County’s bond rating.

Using this trend analysis and the framework of the financial policies adopted by the County Commission,
management is able to strategically plan and budget, provide solutions to negative trends, and ultimately
preserve the financial health of Gallatin County. Itis a ‘report card’ of the County’s current financial condition
and a reference point as staff begins work on the next year’s budget.

Most importantly, the financial trend analysis assists the County Commission and County administration in
focusing on the “Big Picture” of the County’s financial operations. The Finance Office continues to expand the
plan by including statistical information from the Chamber of Commerce, Planning Office activities, Zoning
District activities, Yellowstone National Park tourist activities and the local airport boarding / deplaning
numbers.
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Capital Improvement Program

The County uses two processes for evaluating Capital Improvements. The firstis a Facilities Condition Index.
The second is the Capital Improvement Program. The County is in the sixth year of a continuing process to
assess conditions of County buildings. The County uses a Facility Condition Index prepared by a 5-member
professional team that adheres to a detailed conditioning index for each building. Reports show percent
useable and list maintenance items in order of importance. The County Facilities Department has added the
evaluation of buildings for Americans Disability Act (ADA) compliance as required by state, federal and local
regulations, as part of all evaluations.

The second process is the County CIP Process, which is the yearly Capital Improvement Program (CIP) Plan.
The yearly plan is developed by the CIP Committee, comprised of 7 residents, 1 elected official and 1
department head. The Plan includes the current fiscal year's approved projects plus the next 5 years
projected projects. The CIP is a multi-year capital projects plan that forecasts, but does not obligate, future
spending for anticipated capital projects. The proposed six-year CIP uses conservative financial forecasts
and reflects only those projects with the highest priority and most realistic expectation for completion during
the next six years. This approach avoids raising expectations for projects that are not well defined or that the
operating budget will not support.

As in recent years, the County continues to review numerous capital project funding requests. At the same
time, the County has finite resources to fund the operating costs for many of the proposed capital projects.
The proposed six-year CIP attempts to continue, and even expedite, priority projects while ensuring long-term
sustainability of each project by including estimated operational savings or cost increases in the plan. The
County is working towards a lifecycle cost process.

The Annual Budget Process includes the approved capital projects included in the CIP for the year, as well as
the anticipated funding sources for the projects. If approved in the Annual Budget, the capital items appear in
the Annual Operating Budget, which constitute the formal spending authority. The capital items included in
the Annual Operating Budget represent the “Capital Budget”.

A summary of the significant capital projects included in the FY 2014 Final Operating Budget is included in the
Capital Project Section of the budget. The current year projects are followed by projects for the next five
years to show the total Capital Plan as recommended by the CIP Committee and adopted by the County
Commission.

The Commission continued the replacement plan for Core Rolling Stock Equipment established in FY 2011.
Core Equipment is defined as vehicles needed to maintain the minimum level of service by the Road, Sheriff,
Noxious Weed, Fair, Parks, County Fire and other activities. Department equipment qualifies for inclusion if
the vehicle inclusive of necessary add-ons/attachments is valued at $25,000 or more and has an expected
useful life of 5 years or more. The County lists ‘Core Equipment’ planned for replacement in order to sustain
the public health and safety. This equipment includes road graders, sheriff cruisers / SUV'’s, plows, dump
trucks, etc. For FY 2014, the Commission continues funding $612,000, in taxes, to maintain a sustainable
‘Core Equipment’ replacement plan.
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The Plan was developed by 1) receiving Commission authority to pursue the concept; 2) identification of ‘Core
Equipment’ and a replacement schedule by staff, Elected Officials & Department heads; 3) presentation to
CIP Committee 4) submittal of base plan to County Commission; and 5) County Commission approval of plan
and funding in FY 2011 through the current budget.

A final component of Gallatin Capital Projects is the ‘Bridge Replacement Plan’ (BRP). The BRP is the
planned funding of replacement of bridges longer than 30’ in the county. Funding comes from $300,000 per
year in taxes set aside in the Capital Projects Fund for bridge replacement.

Staffing Changes

The Final budget includes an increase of 4.23 employees in County Tax Supported Funds. The increase
comes from holding a Planning position open, replacement of full time accountant with 0.50 accountant,
change in Sheriff Grant Funding and small changes to fund increases or decreases in various activities. In
addition, changes to non-tax supported positions by a decrease of (5.07) positions will occur. The overall
change in employees is estimated at a decrease of (0.84) FTE’s. The chart below shows the change in Full
Time Equivalents (FTE’s). On the next page you will see a chart showing each department’s full time
equivalent (FTE) for 2000, 2005, and 2010 - 2014. A detailed listing of employees is located in the Appendix.

Staffing Changes (FTE)

Net Increase

DEPARTMENT/DIVISION (Decrease)
BRIDGE 0.05
DISPATCH - Records 1.25
FAIR - Accountant if sufficient revenue (0.25)
FINANCE - Accounting (0.50)
HEALTH - HUMAN SERVICES 1.24
ITS 0.06
JUSTICE COURT 0.03
NOXIOUS WEED (0.13)
PLANNING (0.50)
SHERIFF - (non grant) 2.66
TREASURER 0.32
TOTAL COUNTY TAX SUPPORTED PERSONNEL 4.23
FACILITIES (0.25)
HEALTH - CITY/COUNTY - GRANTS (2.35)
PUBLIC SAFETY GRANTS (0.33)
SOLID WASTE SYSTEM (1.00)
OTHER CHANGES 1.14)
TOTAL NON TAX SUPPORTED PERSONNEL (5.07)
TOTAL CHANGES IN PERSONNEL (0.84)

The change in staffing recognizes workloads and a need to use grant funds when possible.
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The following chart shows employees budgeted by department for all County departments for 2000, 2005, and 2010-
2014. The listing shows the number of positions budgeted, not the number actually employed throughout each fiscal year.

TABLE OF PERSONNEL (FTE)
Jokdok ok ko kokok ok ok dok ok ok dok ko ko koo ok B U DGET Kok ok ok kokk ok ok ok ok dokkokkok ok okok R
DEPARTMENT / DIVISION FY2000 FYO5 FY10 FY11 FY12 FY13 FY 14

ATTORNEY 11.50 16.38 18.00 18.00 17.00 17.00 17.00
AUDITOR 2.60 3.00 2.50 2.50 2.50 2.67 2.67
BRIDGE 7.36 7.36 7.36 7.36 7.36 7.36 7.41
CITY/COUNTY HEALTH ADMIN. 1.59 2.00 3.83 3.00 3.00 3.00 3.00
CLERK AND RECORDER 12.45 13.00 13.75 13.75 12.75 12.75 12.75
CLERK OF DISTRICT COURT 10.00 13.00 13.70 13.90 1290 12.90 12.90
COMMISSION 5.00 5.00 5.00 5.00 4.00 4.00 4.00
COMPLIANCE - 1.00 1.10 1.10 1.10 1.10 1.07
CORONER 0.60 0.65 - - - - -
COUNTY ADMINISTRATOR - 2.00 2.50 2.00 2.00 2.00 2.00
COURT SERVICES - 6.00 8.87 9.00 10.08 10.00 10.00
DETENTION CENTER (excl. sworn) 20.00 33.50 30.43 44.00 53.00 52.00 52.00
DISPATCH / L.E. RECORDS 22.18 2850 30.00 29.50 29.50 30.50 31.75
ENVIRONMENTAL HEALTH 9.41 11.00 10.17 10.00 9.75 10.00 10.00
EXTENSION SERVICE 3.50 3.50 4.00 4.00 3.50 3.00 3.00
FACILITIES 2.50 3.65 3.12 5.54 6.74 6.74 6.49
FAIRGROUNDS 5.00 8.00 10.00 10.00 10.00 10.25 10.00
FINANCE OFFICE 1.50 2.00 2.00 2.00 2.00 2.00 2.00
FINANCE - Accounting 2.00 3.00 3.50 3.50 3.50 4.00 3.50
GEOGRAPHIC SERVICES 2.00 2.75 3.00 3.00 3.00 3.00 3.00
GRANT ADMINISTRATION 1.50 2.00 1.85 1.85 2.00 2.00 2.00
HEALTH GRANTS 9.97 11.49 10.43 11.46 12.14 12.83 10.48
HUMAN RESOURCES 3.25 5.00 4.75 4.00 4.00 4.00 4.00
SEARCH & RESCUE - - - -
HUMAN SERVICES - HEALTH 7.18 7.19 6.37 6.56 7.08 7.73 8.97
ITS 7.00 7.00 7.00 7.00 7.00 7.04 7.10
JUSTICE COURT 750 10.00 11.00 11.00 11.00 10.97 11.00
MISCELLANEOUS 0.25 0.27 0.05 0.05 0.05 0.05 0.05
NOXIOUS WEED 2.00 2.00 2.25 3.00 3.00 2.88 2.75
PLANNING 7.00 9.00 7.75 7.25 6.90 6.90 6.43
PUBLIC SAFETY GRANTS -W/O S 6.00 3.00 4.00 4.49 7.01 5.51 5.51
REST HOME 108.09 80.50 102.90 105.70 105.77 106.68 106.68
ROAD MAINTENANCE 2511 2485 2511 2511 2539 26.14 26.14
SHERIFF - Support Staff 6.00 6.00 6.50 6.50 6.50 6.50 7.25
SHERIFF - Sworn (non grant) 29.00 3549 4691 4460 41.64 42.00 43.91
SHERIFF - Sworn - Grant 2.00 7.00 3.00 3.00 6.50 5.25 4.92
SOLID WASTE SYSTEM - 850 2050 18.00 18.00 19.00 18.00
SUPERINTENDENT OF SCHOOL 2.00 2.00 2.00 2.00 1.75 1.75 1.75
TREASURER 15.00 17.21 16.96 16.96 16.61 17.14 17.46
OTHER 14.99 6.12 9.73 9.65 4.28 5.54 4.40

TOTAL 373.03 419.91 461.89 475.33 480.30 484.18 483.34
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Budgetary Trends

Shown below and in the following pages are a series of key financial indicators and budgetary trends that
affect the ability of the County to sustain current service levels while maintaining financial stability.

Fund balance measures the net financial resources available to pay for expenditures of future periods. Rating
agencies examine fund balance when considering the credit quality of the County.

The general fund balance represents the

=S best indicator of the County’s overall
4000000 - financial _health. Shown in the graph on
35500000 the left is the County’s actual General
3,000,000 Fund cash balance over the course of the
i last several years. The reduction in
1500000 General Fund balance from fiscal year 00
1,000,000 to 05 resulted from the separation of a
00000 major component of the General Fund into
S & & N 9 e a separate Special Revenue Fund entitled

PO R R N N 1 “ . .,
< < < < < < < Public Safety”. In FY 2012, the

Commission consolidated a number of
Special Revenue Funds into the General Fund (Bridge, Extension, Senior Programs, Airport) which increased
the County'’s efficiency by allowing the utilization of scarce cash for needed one-time expenses. The General
Fund will maintain a consistent operating reserve percentage of 12.76% going into fiscal year 2014 — this
compares to 9.87% for FY 2009.

Full-time equivalent employees (FTE) is another key indicator (that should closely mirror the population
growth in Gallatin County). As shown by the graph below, total FTE grew from 329.62 in fiscal year 1995 to
460.66 in 2009, for a 39.76% increase over this period.

FULL-TIME EQUIVALENT EMPLOYEES The increase of 13.43 FTE’'s for FY 2011,
% 28 %, %, %, along with the 7.07 FTE’s for FY 2012 comes
y s Sy B % strictly from opening the new Detention Center
500.00

(46.04% since 1995). The 0.84 decrease in
40000 FTE’s for FY 2014 is detailed previously.
300.00
One of the principle challenges continually
facing the County is the on-going financial
obligation of new employees necessary to
1005 2000 2005 2010 2011 2012 2018 2014 meet the service demand that accompanies

the growth in the County. All indications are

that the growth of Gallatin County has slowed,
but will continue, at a slower rate, for the foreseeable future (Woods & Poole; University of Montana —
Business and Economics Department and State of Montana projections). Additional information can be seen
in the Appendix.

200.00

100.00
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As a general rule, all real and personal property in the State of Montana is subject to taxation by the State and
its counties, municipalities and other political subdivisions. Property is classified according to its use and
character, and the different classes of property are taxed at different percentages of their market valuation.

p luati
GALLATIN COUNTY MARKET VALUES roperty - valuations  are
oS . based on appraisals of all

82,722 87228 taxable property and are
73,030 | (299 performed by the
Department of Revenue on
a 6-year re-appraisal cycle.
The Department of Revenue
certifies market and taxable
values to each county on or
before the 1% Monday in
August. Gallatin County’s
market value trend is shown
by the adjacent graph. As reflected in the graph, the County’s market value has increased from $2.978 billion
in fiscal year 2000 to $9.288 billion in fiscal year 2014, for a 212% increase in 15 years. The market value in
the County reflects the rapid growth the County has experienced over the last 20 years.
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GALLATINCOUNTY TAXABLEVALUES, o & & & The graph of taxable values
> O ol reflects the County’s ability

to raise general tax revenue
necessary to support the
demand for government
services. The taxable value
for property is determined by
applying a  statutorily
established percentage ratio

to the market value of the
1970 1980 1990 2000 2005 2010 2011 2012 2013 2014 property, according to its

. 9 «
250,000 AV >

200,000 -

150,000

100,000 A

50,000 A

classification. The applicable
ratio for most commercial and residential properties is currently 2.54%. Shown above is a history of the
County’s actual taxable value since 1970. The increase in taxable values does not coincide with the increase
in market values shown earlier. The County’s taxable value (per mill) has increased from $118,593 million in
2000 to $ 246,571 in 2014 for a 108% increase in 15 years. The difference between Market and Taxable
values comes from adjustments to the percentage ratio and changes in tax policy approved by the State
Legislature. Taxable values (as opposed to market values) more accurately reflect the ability of the County to
generate tax revenues. The FY 2014 Budget is based on January, 2013 Valuations received from the State
Department of Revenue in August, 2013.
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Mill Levy Decisions

The County Commission approved the Final Budget based on its stated goal to maintain taxes at the same
dollar amount for individual taxpayers as paid in the previous year, unless inflationary millage is needed.
Unfortunately the Commission has found that taxes needed to increase for debt payment on the 1-90
Interchange ($228,000), Legislative required increase in retirement payments ($112,000), Employee Health
Insurance costs associated with the Affordable Care Act ($34,000), and Road operating costs ($25,000). The
Commission also approved maximizing the Search and Rescue Mill ($33,357).

The Commission decided not to levy the following taxes:
Calculation of unused Taxes:

Fiscal Year Description Mills Tax Dollars
FY 07 Inflation/Operation Levy 1.58 377,528
FY 08 Inflationary Levy 0.89 212,389
FY 09 Inflationary Levy 1.06 253,939
FY 10 Inflationary Levy 0.78 180,723

FY 10-14 Permissive Medical Levy 1.42 339,829
FY 11 Inflationary Levy 1.6 383,488
FY 12 Inflationary Levy 0.56 133,122
FY 13 Inflationary Levy 0.93 222,246
FY 14 Inflationary Levy 0.82 196,992

Subtotal 9.6 2,300,256

FY 14 PERS, SAR, I-90 & Perm. Medical (168,816)
Operation Taxes not Levied 8.18 2,131,440

FY 14 Unused Rural Mill Levy 0.08 11,770
TOTAL TAXES NOT LEVIED 2143210

As a result of these decisions, the general taxpayer will see a change in taxes for Gallatin County. Total
taxes will increase by an estimated $1,015,859. Individual taxpayers may also see increased taxes for
reappraisal, schools, special districts (fire, etc.) or Cities. The following table shows the tax dollars the County
will be levying compared to the amount the Commission could levy:

Type of Activity Amount Allowed Amount Charged Difference
County - Wide Levies 19,696,091 18,277,922 1,418,169
Road/Library Levies 3,698,263 3,686,493 11,770
Permissive Medical Levy 1,949,190 1,235,919 713,271
Bond Levies 3,460,972 3,460,972 -0-

TOTAL 28,804,516 26,661,306 2.143.210

The Commission DID NOT levy 5.75 mills ($1,418,169) for County-Wide Funds plus 2.89 mills ($713,271) for
Permissive Medical Levy in the Final Budget. The Commission DID NOT levy 0.08 mills ($11,770) available
for support of Road activities (taxpayers outside cities and towns). County levies that are not levied can be
imposed in future years, if the County Commission determines an increase is in the best interest of the
County. The net effect of the Commission not levying these taxes means a taxpayer inside a city or town with
a house appraised, for taxes, at $100,000 will save about $11.97 in FY 2014.
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Economic Factors

The Bureau of Business and Economic Research (BBER) is the research and public service branch of the
University of Montana’s School of Business Administration. The Bureau is regularly involved in a wide variety
of activities, including economic analysis and forecasting. Excerpts from the Bureau’s forecasts contained in
the spring 2013 issue of the Montana Business Quarterly relating to Gallatin County are restated below.

“Is the Gallatin County economy regaining its pre-recession form? Judging from the most recent data you
might be tempted to say it has. Inflation-adjusted wage and salary earnings rose by a heady 7.5% ...
compared to the previous period. Construction ended its deep slump, posting solid gains for the year as well.
Even Bozeman airport has grown to come within a whisker of overtaking Billings as the busiest airport in the
state. Things are certainly improving in Gallatin County, but not quite as quickly as latest data suggest.
Almost 80 percent of the increase in wages and salaries in the total economy occurred in a single industry —
Professional Business Services — and that gain was related to a one-time event, namely, the sale of
RightNow Technology to Oracle. If this industry is dropped from the total, wage growth falls to a much less
stratospheric 1.9 percent. But faster growth does lie in the future. Steady growth in Montana State
University... good prospects for high-tech manufacturing and services, and an improved outlook for real
estate and construction have combined to make our forecast for overall growth in Gallatin County higher than
any other major urban area in the state...”

The University of Montana Bureau of Business and Economic Research (U of M or BBER) labor income
projections have consistently understated the actual growth in Gallatin County, through 2007. BBER projects
an increase for 2013 through 2017. Global Insight (the State of Montana’s contracted firm) projected
acceleration of growth in the County through 2007 and continued growth in the 2.8 to 2.9 percent per year
range to 2013. The Bureau does project that Gallatin County will continue to lead Montana in population
growth over the next several years, with the slowing of our average growth to about 2.1%.

Actual & Projected % Change in Nonfarm Labor
Income caliatin County
8.00% 6.60%
6.00%
3.90% 3800, 3.80%
4.00%

2.00%

0.00%

-2.00%

-4.00%

OProjected @Actual

-6.00%

-6.10%

-8.00%
2009 2010 2011 2012 2013 2014 2015 2016
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Closing

We hope the information contained in the FY 2014 Final Budget is of benefit to all interested parties. We

want to encourage you to look at the end of the Budget Highlights section to see what has changed in this
budget from last year.

In closing, we want to inform the public that our dramatic changes in the budget process implemented in
previous budgets continue to be reflected in the FY 2014 document. We will be actively pursuing a
Performance Based Management / Budget process for FY 2014. We strongly encourage each and every
person using County services to inform us of their ideas, level of satisfaction and concerns.

Respectfully,
Gallatin County Commission

R M@r Qe

Skmner Chairman R. Stephen (:Vhlte Pierre Martmeau
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History

Located in a sweeping valley in the heart of the Rocky Mountains, Gallatin County is the most populated and
fastest growing county in scenic southwest Montana. Located in a breathtaking Rocky Mountain setting, the
County is close to world-class downhill skiing, blue ribbon trout streams, Yellowstone National Park and a
multitude of other outdoor activities in the pristine nearby wilderness areas.

The County is the third largest county based on population, in Montana, behind Yellowstone, Missoula and
Flathead Counties. The County features everything from the spectacular scenery of Yellowstone National
Park (the nation’s first National Park) to lush farmland, and a growing economy of high-tech industries. Skiers,
outdoor enthusiasts, wildlife watchers, mothers and fathers, business owners, vacationers, ranchers, retirees,
students and many others have grown to love Gallatin County's boundless opportunities. Gallatin County’s
area is larger than the states of Rhode Island and Delaware. Much of the county is fertile farm fields. Over
40% is managed by the U.S. Forest Service, with nearly half of all land in Gallatin County being under public
ownership by Gallatin National Forest, State of Montana, Bureau of Land Management or the National Park
Service.

Gallatin County, named after President Madison's secretary of the Treasury, Albert Gallatin, is brimming with
history. It was an area that was once home to very early native peoples dating back thousands of years.
Tribal bands including the Shoshone, Nez Perce, Blackfeet, Flathead, and Sioux, date back several hundred
years. The area was rich with game, water, and plants used by the natives. Europeans settled the valley in
the late 1700s as they searched and trapped for beaver pelts to send back East for hats and coats. Lewis
and Clark passed through the Gallatin Valley in 1805 and 1806 on their epic journey across the western
United States, leaving the first written description of the valley. The explorers visited the valley both on their
outbound and return treks, with Clark visiting the area on his return trip before exploring the Yellowstone River
valley.

Gallatin County was established in 1863, one of the first Counties created in the Montana Territory. The
County originally included all of Park County and part of Sweet Grass County. The County consists of 2,517
square miles, with Yellowstone National Park and Idaho bordering it to the south and east, the Spanish Peak
Mountains to the west, Bridger Mountains to the east and foothills to the north.

When gold was discovered 60 and 80 miles to the west, the rush was on over the new Bozeman Trail,
established by John Bozeman, a Georgian also looking for gold. Many who followed this trail for gold returned
to the valley to take up farming and business by 1864.

The Bozeman Trail was a northern spur off of the Oregon Trail which began at Lankrock, MT and ended at
Virginia City, Montana. John Bozeman led settlers over this trail in 1864. The trail was open for three years
until it was closed by the Sioux and Cheyenne Tribes who wanted to stop the immigration of new settlers into
the area. In 1883, the Northern Pacific Railway finished its route to Bozeman through what is now the
Bozeman Pass. This route paralleled the Bozeman Trail and is now used by Interstate 90.

Bozeman, the County Seat, is the County’s largest city. The city boasts around 40,000 people, yet has a
small town feel. The city is located 143 miles west of Billings, 160 miles east of Missoula and 90 miles south
of Helena (the state capital). On July 7, 1864, Daniel E. Rouse and William J. Beall drafted plans for the
Bozeman town site. The name Bozeman was chosen August 9, 1864, and named the Gallatin County seat in
1867. Fort Ellis was established in 1868 just east of the town by Captain R. S. LaMotte and two companies
of the 2nd Cavalry out of Fort Shaw. Fort Ellis was named for Colonel Augustus Van Horne Ellis who was
killed in the line of duty at Gettysburg. The Fort was established after the death of John Bozeman and
considerable political disturbance. Local settlers felt a need for added protection in the Gallatin area.
Bozeman grew slowly having a population of 3,500 in 1900.
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Yellowstone National Park was created because
of a growing curiosity about rumors about the
unique geothermal activity coming out of the
Yellowstone Valley. A group of leading citizens
(the  Washburn-Langford-Doane Expedition)
explored the region. It was decided around a
campfire to preserve this wondrous area for the
enjoyment of all people. This group brought
about the establishment of Yellowstone National
Park on March 2, 1872, by congress - the
nation’s first National Park, with President
Roosevelt signing the bill into law.

The present Gallatin County Courthouse was
designed in 1936 by architect Fred Wilson and
has had several renovations since then and still maintains its art deco style architecture. As part of the
renovation and updating of the historic County courthouse, a mural was painted for our Community Room by
local artist Duncan Kippen, grandson of the famous architect Fred Wilson, who designed the current
Courthouse. The mural depicts a number of aspects of Gallatin County’s diverse history. A copy of the mural
is shown on the cover of this document.

EDUCATION OPPORTUNITY

The County has had a higher education component almost from its creation. The Montana Agricultural
College, a land grant college, held its first class sessions in 1893. Today it is known as Montana State
University (MSU) - Bozeman with top degree programs in Engineering and Agriculture. Montana State
University today offers baccalaureate degrees in 50 fields with many different options, master's degrees in 39
fields, and doctoral degrees in 13 fields. The University employs over 2,500 people with student population
being in excess of 12,000. For more information on MSU, go to their website at www.montana.edu.

The MS5SU campus is near the scenic Bridger Mountains.
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Climate and Recreation

Fhoto K{gﬁt Bn'a’gcr Powl Ski Area
Average yearly temperature is a comfortable 56
degrees. The average growing season is 107
days. Located at an elevation of 4,793', winters
can be brisk, and plenty of snow covers the
mountains. The average temperature is 13
degrees in January, but is ever changing. The
mean temperature in August is a warm and
pleasant 81 degrees. The average showfall is
85.7 inches. Precipitation comes in at 18.51
inches per year.

Gallatin County offers residents three ski resorts,
Bridger Bowl, Big Sky and Moonlight Basin,
which are all within an hour’s driving distance. 584,299 skiers visited the local ski resorts for the 11/12 ski
season.

The County is graced with hiking and biking
trails, campgrounds and wilderness
campsites. The County is in the process of
completing an Interconnect plan for
recreational opportunities in the County.
The Yellowstone, Gallatin, Jefferson,
Madison and Missouri Rivers attract many
fishing enthusiasts to the area, with the
gem of the area being Yellowstone National
Park which is home to elk, bison, wolf,
grizzly bear, black bear, bobcat, raptors of
all sizes and type, including Bald and
Golden Eagles, along with other migratory
birds of all types.

F hoto Abovc: K ooscvc/tArcﬁ-Nortﬁ Entrancc of Yc//owstonc

Fhoto K/gﬁt fi/g flﬁsﬁfng on the Yellowstone
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GALLATIN COUNTY INTERCONNECT CHALLENGE PLAN

Thanks to the efforts of recreation enthusiasts, the Forest Service, and volunteers, Gallatin County has an
abundance of parks and trails. With the economic downturn, parks and trails have taken on new meaning.
More and more, trails are used to get around. Zipping out on a bike for a jug of milk is weighing in as a quality
of life issue and decision makers are paying attention. Both local and federal governments are working to
improve infrastructure and give people more safe ways to get around without a car. Federal stimulus
spending, local governments, businesses, and community volunteers are coming together to tackle what
infrastructure will look like in the future and parks and trails can play an important part. The Interconnect
Challenge reaches out to as many communities and interested groups in the County as possible. The goal is
to build awareness and collect information about recreation and alternative transportation in this rural County.
Through this community outreach effort, decision makers will be better informed about where trails and
recreation fit in the future of Gallatin County.

Gallatin County received $8,000 in grant funding from Montana PBS via Blueprint America who investigate
infrastructure concerns across the country and what communities are doing to tackle areas of concern.
Gallatin County was selected as a recipient due to its proposal’s innovative approach and its ability to
investigate rural infrastructure concerns. With this funding, the Gallatin County Planning Department, Gallatin
County Planning Board, Board of Park Commissioners and Open Lands Coordinator will be updating and
consolidating two County recreation plans, the Trails Plan and the Outdoor Recreation and Open Space Plan.
The result will be called the Gallatin County Interconnect Plan, to see the route and itinerary visit
www.gallatin.mt.gov/public_documents/gallatincomt parkcomm/interconnect.

The focus of the challenge is to travel without the use of a car, but rather using other forms of travel such as
bicycles, horses, horse-drawn carriages, four-wheelers, motorcycles, whitewater kayaks, physical endurance
such as running, hiking and the use of public transportation to highlight how recreation routes can connect the
various communities while providing insight into car-free travel in rural areas. Each user group participating in
the Plan are available to give feedback at the designated stops which are located in Belgrade, Manhattan,
Three Forks, Four Corners, Big Sky, West Yellowstone, Bozeman and at the Regional Park. The Gallatin
Equestrian Partnership or GallEP is also working to include equestrians into the Parks, Recreation and Open
Space Plan. In early spring 2009, GallEP got State Legislature to pass a resolution recommending city,
county and state officials to plan for safe equestrian access when designing transportation recreation
corridors which could possibly attract more tourism to the County and the State.

The Interconnect Challenge is made possible in cooperation with the following user groups:

Backcountry Horsemen Citizens for Balanced Use
G.A.S./Intrinsik Cycling Team

Gallatin Equestrian Partnership (GallEP)
Gallatin Saddle and Harness Club
Gallatin Valley Bike Club

Gallatin Valley Land Trust

H20Obsession

The Montana Mountain Bike Alliance
Mystery Ranch

Streamline and Skyline Summit

Bike and Ski

Yellowstone Foundation Bus
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Population

Gallatin County is Montana’s third most populated County. According to the U.S. Bureau of Census, Gallatin
County had a 2012 Census population of 93,241 which is in stark contrast to early projections compiled by the
Montana Department of Commerce indicating that the County would not reach this population until 2020.

More than 90% of the County’s population lives either in Bozeman or within a 30-minute drive from the city.
Since 1990, both the City and the County have experienced the highest rates of population growth in the
State. The City of Belgrade has been the fastest growing city in Montana over the last 10 years. The State of
Montana’s population is projected to be 1,079,060 by 2020, a 20% increase over current estimates. Woods
and Poole is estimating Gallatin County’s population to grow to 121,916 during this same time (a 34.19%
growth factor). Interestingly, this is a conservative estimate based on the 49.59% growth from 1970-1990 not
the 52.14% increase during 1980-2000 let alone the 66.82% growth seen from 1990-2010.

vear 7/1 (C;?)ltljitti; Ch:;/;ge Bgiztgn?;n % Change Bcetligyracl)dfe Ch;/:)wge
2012 93,241 2.11% 38,901 3.90% 7,546 1.16%
2011 91,307 1.85% 37,440 0.04% 7,459 0.09%
2010 89,616 (0.081%) 37,280 (5.06%) 7,389 (9.82%)
2009 90,343 0.6% 39,282 (0.99%) 8,192 0.01%
2008 89,824 3.5% 39,442 3.69% 8,185 1.85%
2007 86,766 2.62% 38,037 2.69% 8,036 5.30%
2006 84,549 24.64% 37,038 30.33% 7,631 33.28%
2000 67,831 34.42% 28,418 25.41% 5,728
1990 50,463 17.72% 22,660 4.69%
1980 42,865 31.87% 21,645
1970 32,505

Economic Information

Known for its year-round vacation and recreation opportunities, higher education facilities at Montana State
University, technology-based businesses, and agricultural products such as beef, wheat, feed grains and hay,
Gallatin County is ‘one of the fastest growing’ counties in Montana. Founded in 1864 under the Montana
Territory Law, the City of Bozeman, the County seat, was a commercial center during Montana'’s gold rush
days providing the numerous mining camps in the area with supplies. The productive soils of the Gallatin
Valley enhanced its position as a regional distribution point. After the frontier mining days had passed, the
City further developed as an agricultural and commercial trade center for Southwestern Montana.

Today Gallatin County is still considered a major agricultural area producing primary agricultural commodities
such as livestock, dairy products, hay, alfalfa, wheat, barley, and seed-potatoes. In 2010, Gallatin County
ranked fifth out of 56 counties in the State in total 2010 agricultural cash receipts.

There is no question about the causes of the slowdown in the Gallatin County economy. The housing bubble
was probably most pronounced in the Bozeman and the Big Sky areas, which had a major impact on
construction and real estate for the area. Since Gallatin County is recognized as a destination resort, the
slowing national economy also impacted non-resident travel which accounts for about 13 percent of the
County’s economic base (Montana Business Quarterly/Spring 2011), whereas high-tech firms, Montana State
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University, and other State and Federal governments account for about 40 percent. Interestingly, visitation to
Yellowstone National Park for 2011 shows the second highest visitation of any year on record. Even with the
downturn in other counties in the State, Gallatin County continues to see growth in the trade industry,
especially professional services.

TAX YEAR TAX YEAR TAX YEAR TAX YEAR
2009 2011 2012 2013
LRGN BUEIESS TAXABLE | TAXABLE | TAXABLE | TAXABLE
VALUE VALUE VALUE VALUE

Northwestern Energy Utility $ 13,282,441 $ 14,755,281 $ 14,936,160 $ 15,823,334
Qwest Corporation Telecomunications 2,241,344 2,242,025 1,999,312 1,994,315
Bressnan/Optimum Communications Communications 1,672,258 1,260,538
Montana Rail Link Railroad 1,118,875 1,457,217 1,366,836 1,401,020
PPL Montana Utility 785,400 1,190,485 1,099,235
Holcim, Inc Cement Manufacturer 1,200,583 1,008,432 1,150,360 1,251,943
Verizon Wireless / Cellco Telecomunications 554,351 768,724 1,148,112 1,246,748
Luzenac America Inc Talc Processing Facility 1,026,881 906,489 919,555 718,416
Black Bull Run - filed bankruptcy Development 636,780 807,621 766,767
Zoot Properties LLC Technology 595,393 589,648 589,678 588,291

Sky West Airlines Airline 620,914 -

Harry Daum Mail / Developer 533,461 524,108 -

Bozeman Deaconess Foundation Healthcare 504,584 -

Totals $ 21,678,827 $ 23,674,104 $ 25,780,377 $ 26,150,607

Source: Department of Revenue - Gallatin County

*This represents 10.60% of the County’s total 2013/14 taxable value of $246,571.

Top Ten Taxpayers Compared
to Remaining Taxpayers

Top Ten

Taxpayers
All Other bay

Taxpayers
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Other Facts

Class of County

Form of Government
County Seat

Year Organized
Registered Voters
Courthouse Elevation
Incorporated Cities
Incorporated Towns
Elected Officials

Sworn Sheriff Deputies

Motor Vehicle Activity
Registrations
Titles

Amount Collected

Real / Personal Property Activity:
Taxes Billed:
2013 Separate Personal Property
2012 Real Estate Property

2013 Mobile Home Property
Total Billed

Taxes Collected:
2013 Separate Personal Property
2012 Real Estate Property
2013 Mobile Home Property
2012 Mobile Home Property
Total Collected

30

First Class

Commission

Bozeman

1889

65,109 (2012)

4,795

Belgrade, Bozeman & Three Forks
Manhattan & West Yellowstone
13

48.14

69,534
28,465
$ 14,017,098

$ 2,566,815
133,107,370
647,027

$ 136,321,212

$ 2,013,381 (78.44%)
127,641,241 (95.89%)
278,041 (42.97%) 1% v% due 05/31/13

217,127 (43.96%6)- second ¥% due 11/30/12

$ 130,149,790 (95.47%)
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Recommended Budget Practices

Gallatin County is incorporating the recommended practices promulgated by the National Advisory Council on
State and Local Budgeting (NACSLB) in its annual budget, as time allows.

The NACSLB was created to provide tools for governments to improve their budgeting processes and to
promote their use. The NACSLB focuses on long-term financial planning and encourages governments to
consider the longer consequences of actions to ensure that impacts of budget decisions are understood over
a multi-year planning horizon and to assess whether program and service levels can be sustained. Practices
encourage the development of organizational goals, establishment of policies and plans to achieve these
goals, and allocation of resources through the budget process that are consistent with goals, policies and
plans. There is also a focus on measuring performance to determine what has been accomplished with
scarce government resources.

Budget Definition

The budget process consists of activities that encompass the development, implementation and evaluation of
a plan for the provision of services and capital assets.

A good budget process is characterized by several essential features:

Incorporate a long-term perspective;

Establish linkages to broad goals;

Focus budget decisions on results and outcomes;

Involve and promote effective communication with stakeholder, and,;
Provide incentives to government management and employees.

These key characteristics of good budgeting make clear that the budget process is not simply an exercise
in balancing revenues and expenditures one year at a time, but is strategic in nature, encompassing a
multi-year financial and operating plan that allocates resources on the basis of identified goals. A good
budget process moves beyond the traditional concept of line-item expenditure control, providing incentives
and flexibility to managers that can lead to improved program efficiency and effectiveness.

Mission of the Budget Process

The mission of the budget process is to help decision makers make informed choices about the provision of
services and capital assets and to promote stakeholder participation in the process. Communication and
involvement with citizens and other stakeholders is stressed. Communication and involvement are essential
components of every aspect of the budget process.

Gallatin County is committed to a balanced budget. This is consistent with state law, which requires revenues
plus reallocated working capital to equal or exceed approved expenditures. Gallatin County conducts
financial planning processes that assess the long-term financial implications of current and proposed
operating and capital budgets. These planning processes also provide for the assessment of the condition of
all major capital assets to help plan for the on-going financial commitments required to maximize the benefit
of those assets to the public.
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Performance Budgeting

Gallatin County is implementing a Performance Budget for the development of its annual operating budget.
Performance budgets emphasize accomplishment of program objectives as opposed to a description of what
is going to be purchased.

Performance Budgeting involves a shift away from justification of line items (purchases) toward a debate
regarding what is going to be provided and accomplished.

Gallatin County is in the early stages of its Performance Management Budgeting efforts. Departments are in
the process of identifying performance objectives, identifying and tracking workload indicators, and
establishing quantifiable performance measurers. It is anticipated that it will take 2 — 4 years to fully
implement the performance management / budgeting system.

Budget Phases

The following are the budget phases (steps) implemented by the county:

1) Financial Trend Analysis Phase Budgeted Resources

The budget process begins with the update to the five-year financial trend analysis. Using fiscal, operational,
and legislative information, finance staff works collaboratively with County elected officials and departments to
update the County’s most recent financial trend analysis.

The financial trend analysis assists the County Commission and the County administration in focusing on the
“Big Picture” of the County’s financial operations.

2) Start-Up Budget Phase

The County Finance Office meets with the County Commission. The Commission identifies and sets budget
parameters they will use in making their decisions. The ‘Draft’ Start-Up Budget (Revenues and Expenses)
are sent to Elected Officials and Department Heads for comments.

For FY 2013 and FY 2014, the Commission was able to establish similar Start-Up Budgets in most
departments as they received in the previous year. The exceptions were for changes in Non-Tax Revenue,
Grant Funding, significant changes in cash and expenses that were of a one-time nature or were funded in
grants and had to be funded in tax supported departments.

The Start-Up Budget is shared with departments for inclusion in their work on requests. Departments are
required to justify all requests beyond the approved Start-Up.

3) Needs Assessment — Department Request - Phase

Departments assess programs and needs. This includes examination of departmental programs and
positions for trade-offs, reductions or elimination. During this phase, departments are encouraged to
thoroughly review all programs and services, assessing their value and priority to the citizens. Departments
submit requests for new or expanded programs. From this process, departments prepare their requested
departmental budgets and submit them to the Finance Office.
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4) Budget Prioritization - Preliminary Budget - Phase

The County Commission reviews department requests with a focus on needs above the Start-Up Budget.
The Commission assesses needs, determines tasks to be funded in conformance with goals and objectives,
and directs the preparation of the Preliminary Budget by the Finance Office. The Preliminary Budgetincludes
proposed expenditures and the means of financing them.

The purpose of the Preliminary Budget is to enable the community and the County Commission to comment
on a balanced budget well before it is adopted. The Commission’s deliberations on requests and the
preliminary budget are accomplished during public meetings open to all interested persons.

5) Capital Improvements Program (CIP) Phase

Gallatin County has a formally adopted Capital Improvement Plan (CIP). On a yearly basis, the CIP
Committee prepares recommendations for funding of the current year and the next 5 years’ capital project
needs. The Commission takes this recommendation under consideration, accepts or modifies the
recommendation and incorporates changes into the Preliminary Budget along with the Annual Operating
Budget. Unlike the Annual Operating Budget, the CIP is a multi-year capital improvements plan that
forecasts, but does not obligate, future spending for anticipated capital projects.

Whenever the County commits to a CIP plan, there is an associated long-range commitment of operating
funds. For this reason, the County evaluates capital commitments in the context of their long-range operating
impact. Most capital projects affect future operating budgets either positively or negatively due to an increase
or decrease in maintenance costs or by providing capacity for new programs to be offered. Such impacts
vary widely from project to project and, as such, are evaluated individually.

The multi-year, long-range fiscal analysis also provides an opportunity to review the operating impact of
growth-related future capital projects.

6) Adoption/Implementation - Final Budget - Phase

Public hearings (a minimum of 4 Public Meetings over 5 weeks) are conducted. During these advertised
public hearings, interested citizens and other interested parties are encouraged to comment on the
Preliminary Budget. Elected Officials, Department Heads and Agency Managers are encouraged to attend
and give input into the Preliminary Budget and to respond to comments. Following the public hearings, the
County Commission holds one or two work sessions where they receive updated information on available
revenues and funds available for the new budget. They then make decisions on any requests and instruct
staff on necessary changes to the Preliminary Budget or may adopt it without changes.

The budget and the corresponding property tax mill levy must be adopted by the 3rd Monday in August, or

within 30 days of receipt of the Certified Taxable Valuations from the State of Montana, Department of
Revenue (DOR) (scheduled for August 27™).
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7) Budget Amendment Phase

Since the County Commission approves expenditures in the categories of Personnel, Operations, Debt
Service, Transfers and Capital, departments are authorized to expend within these categories without making
line item budget transfers.

Management control of the budget is maintained by monthly revenue and expenditure reports, whereby
departments are able to compare actual results to the budget throughout the fiscal year. In addition, the
Finance Director prepares quarterly and a more detailed mid-year budget review on individual funds and on a
County-wide basis, with presentations to the County Commission. These budget reviews examine
expenditure patterns, and identify corrective action.

The County’s budget may be increased or decreased during the course of the year, following public notice, a
public hearing, and a majority vote of the County Commission. Department Heads present a Resolution of
Intent to the County Commission. The Commission considers the Resolution of Intent. If approved, a formal
public notice is forwarded to the newspaper, setting the date, time, reason, and funding source for the
proposed budget amendment. At the public meeting, the Commission hears information from the public,
Department Heads and Finance Department. The County Commission considers the resolution and may
approve, table, or deny the Budget Amendment.

If the Resolution is approved, the Commission forwards the resolution to the County Accounting Office. The
Accounting Office updates the County’s computer system with all changes.
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Operating Budget Calendar

Finance Office prepares estimated year end
working capital (cash), estimates revenue
for the coming year, and adjusts current
year's budget to project next year's needs -
information presented to County
Commission.

Finance Office presents approved
estimated revenues, working capital and
expenses for next year's budget to Elected
COfficials & Department Heads - Elected
COfficials and Department Heads review and
request changes.

The Finance Office presents the Financial
Trend Analysis.

Finance Office updates all estimates,
adjusts expenses for known one time
expenses and adjustments, presents
updated estimates to County Commission,
recommends reserve for wage adjustments,
operational expense adjustment and
changes to capital reserves.

Budget meeting held - forms are presented
and explanation of available funds, forms
and process is made to Elected Officials
and Departments Heads. Departments
present needs for their departments.

Elected Officials and Department Heads
submit budgets reguests.

Commission sends request to all Elected
COfficials and Department Heads to review
current budgets, amend requested
increases and identify new revenue sources
to allow for wage adjustments and funding
of budget goals.

June

County Commission meets on requests and
develops proposed budget. Finance Office
prepares preliminary budget information for
elected officials and department heads.
Commission reviews, amends and approves
preliminary budget and sets hearing dates
for Public, Elected Officials and
Departments to present requested changes
to the Preliminary Budget. Public Hearings
scheduled.

Commission holds public hearings on
Preliminary Budget. Elected Officials and
Department Heads prepare requested
changes to budget. Requested changes
presented at public meeting to provide
information to the public as well as the
County Commission. No decisions made by
Commission until after final Public Hearing.

Final Public Meeting held on budget.
Commission approves Resolutions. Finance
COffice prepares information for Commission
to send to Elected Officials and
Departments. Finance Office updates
Proposed Budget for final personnel
changes and adjustments approved by
County Commission. Final Budget
Document distributed to all interested
parties.

On-going review and monitoring of current
year budget.

Preparations being made for the coming
year.

QOctober
On-going review and monitoring of current
year budget.

Preparations being made for the coming
year.

On-going review and monitoring of current
year budget.

Preparations being made for the coming
year.

On-going review and monitoring of current
year budget.

Preparations being made for the coming
year.
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The overall goal of financial policies is to establish and maintain effective management of financial resources.
Formal policy statements and major objectives provide the foundation for achieving this goal. Accordingly,
this section outlines the policies used in guiding the preparation and management of the County's overall
budget and major objectives to be accomplished.

Financial policies are guidelines for operational and strategic decisions related to financial matters. Financial
policies identify acceptable and unacceptable courses of action, establish parameters in which the
government can operate and provide a standard against which the government's fiscal performance can be
judged.

The following County financial policies, approved by the County Commission, establish the framework for
Gallatin County. They set guidelines against which budgetary performance can be measured. The financial
policies of Gallatin County exhibit to the credit rating industry and prospective investors (bond buyers) that the
County is committed to sound financial management and fiscal integrity. The financial policies improve the
County'’s fiscal stability by helping County officials plan a consistent fiscal strategy. Adherence to adopted
financial policies promotes sound financial management, which can lead to improvement in the County’s bond
ratings and lower debt costs. The County is in compliance with the comprehensive financial policies in this
budget.

Operating Budget Policies
- 00000000}

Links to Financial Plans

1) Five-Year Plan. Gallatin County’s annual budget is developed in accordance with the policies and
priorities set forth in the five year strategic financial plan, Commission goals, the needs of the county, and
state and federal laws. Program/project priorities and service levels will be established by the
aforementioned plans.

Scope

1) Comprehensive Budget. A comprehensive annual budget is prepared for all funds controlled by the
Commission. State law (7-6-4005) states that “Local government officials may not make a disbursement
or an expenditure or incur an obligation in excess of the total appropriations for a fund.” Including all
funds in the budget enables the Commission, Administration, and public to consider all financial aspects
of County government when preparing, modifying, and monitoring the budget.

2) Competing Requests. The budget process is intended to weigh all competing requests for County
resources within expected fiscal constraints. Requests for new or ongoing programs made outside the
budget process are discouraged.

3) Understandable. The budgetis prepared in a manner to be understood by citizens and elected officials.
A stated purpose of the budget is to present a picture of county government operations and intentions for
the year to our citizens. Presenting a budget document that is understandable to the citizens furthers the
goal to ‘Improve communication within county government, other jurisdictions and our public’.

4) Budgetary Emphasis. Budgetary emphasis focuses on providing basic government services which
provide sufficient levels of services to most citizens, in the most cost effective manner, with due
consideration being given to all costs. Adherence to this philosophy provides citizens assurance that the
County and their elected officials are responsive to the needs of citizens and that the government is
operated economically and efficiently.
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Budgeting Control System:

1) Budgetary Control. The County exercises budgetary control (maximum spending authority) through
Commission approval of appropriation authority for each program. The budgetary control system enables
the Commission to monitor current year operations and acts as an early warning mechanism when
departments deviate in any substantive way from the original budget.

2) Budgetto Actual Reports. Reports comparing actual revenues and expenditures to budgeted amounts
are prepared monthly. These reports, comparing actual revenues and expenditures to budget amounts,
provide the mechanism for the Commission and Administration to regularly monitor compliance with the
adopted budget.

Balanced Budget Definition and Requirement:

1) Balanced Budget. The County will maintain a balanced budget. This means that:
e Operating revenues plus re-appropriated working capital equal or exceed expenditures, including
debt service.
e Ending fund balance (or working capital in proprietary funds) must meet minimum policy levels.
e Under this policy, it is allowable for expenditures to exceed revenues; however, beginning fund
balance should only be used to fund capital projects, or other “one-time” non-recurring expenditures.

Performance Measurement Integration:

1) Program Objectives. The annual budget will establish measurable program objectives and allow
reasonable time to accomplish those objectives.

Revenue Policies

Diversification and Stabilization:

1) Diversification. The County will seek to maintain a diversified and stable revenue base to protect it from
short-term fluctuations in any one revenue source.

2) Aggressive Collection. The County will pursue an aggressive policy of collecting revenues. An
aggressive policy of collecting revenues helps to insure the county's revenue estimates are met; all
taxpayers are treated fairly and consistently, with minimal delinquencies.

3) Grant Opportunities. The County will pursue opportunities for Federal, State, local and private grant
funding. An aggressive policy of pursuing Federal or State grant funding provides citizens assurance that
the County is striving to obtain all state and federal funds to which it is entitled, thereby reducing
dependence upon local taxpayers for the support of local public services.

4) Current Revenues for Current Uses. The County will make all current expenditures with current
revenues, avoiding procedures that balance current budgets by postponing needed expenditures,
accruing future revenues, or rolling over short-term debt.

5) Enterprise Funds. The County will set fees and rates at levels which fully recover the total direct and
indirect costs—including operations, capital outlay, and debt service.

6) Earmarking. The County recognizes that Generally Accepted Accounting Principles for state and locall
governments discourage "earmarking" of General Fund revenues, and accordingly, the practice of
designating General Fund revenues for specific programs should be minimized in the County's
management of its fiscal affairs.
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7

8)

Realistic and Conservative. The County estimates revenue in a realistic and conservative manner.
Aggressive revenue estimates significantly increase the chances of budgetary shortfalls. Realistic and
conservative revenue estimates serve to minimize the adverse impact of revenue shortfalls and also
reduce the need for mid-year spending reductions.

One-Time Revenues. The County will give priority in the use of one-time revenues to the funding of
capital assets or other non-recurring expenditures. Utilizing one-time revenues to fund on-going
expenditures results in annual expenditure obligations that may be unfunded in future years. Using one-
time revenues to fund capital assets or other non-recurring expenditures enables future administrations
and commissions to cope with the financial problems when these revenue sources are discontinued.

User Fees:

1)

2)

3)

4)

Cost-Effective. User fees will be collected only if it is cost-effective and administratively feasible to do
so. User fees are often costly to administer. Prior to establishing user fees, the costs to establish and
administer the fees are considered in order to provide assurance that the County's collection mechanisms
are being operated in an efficient manner.

Beneficiary Populations. User fees and charges will be used, as opposed to general taxes, when
distinct beneficiary populations or interest groups can be identified. User fees and charges are preferable
to general taxes because user charges can provide clear demand signals that assist in determining what
services to offer, their quantity, and their quality. User charges are more equitable, since only those who
use the service pay, thereby eliminating the subsidy provided by nonusers to users, which is inherent in
general tax revenue.

Community-Wide Versus Special Benefit. The level of user fee cost recovery should consider the
community-wide versus special service nature of the program or activity. The use of general-purpose
revenues is appropriate for community-wide services, while other user fees are appropriate for services
that are of special benefit to identified individuals or groups.

The following general concepts will be used in developing and implementing service charges and user

fees:

e Revenues should not exceed the reasonable cost of providing the service.

e Costrecovery goals should be based on the total cost of delivering the service, including direct costs,
departmental administration costs and organization-wide support costs such as accounting,
personnel, information technology, legal services, fleet maintenance, and insurance.

e The method of assessing and collecting fees should be as simple as possible in order to reduce the
administrative cost of collection.

e Rate structures should be sensitive to the “market” for similar services as well as to smaller,
infrequent users of the service.

e Aunified approach should be used in determining cost recovery levels for various programs based on
the factors discussed above.
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Expenditure Policies

Maintenance of Capital Assets:

1)

Capital Assets. The budget will provide for adequate maintenance of capital, plant, and equipment and
for their orderly replacement. All governments experience prosperous times as well as periods of
economic decline. In periods of economic decline, proper maintenance and replacement of capital, plant,
and equipment is generally postponed or eliminated as a first means of balancing the budget.
Recognition of the need for adequate maintenance and replacement of capital, plant, and equipment,
regardless of the economic conditions, will assist in maintaining the County’s equipment and
infrastructure in good operating condition.

Fund Balance Policy -GASB Statement No. 54

Purpose

The objective of GASB Statement No. 54 is to improve the usefulness, including the understandability, of
government fund balance information. This Statement provides more clearly defined categories to make
the nature and extent of the constraints placed on a government’s fund balance more transparent.

Fund balance for governmental funds should be reported in classifications that comprise a hierarchy
based on the extent to which the government is bound to honor constraints on the specific purposes for
which amounts in those funds can be spent. These classifications and the criteria for determining the
correct classification for the fund balance of governmental funds are included in GASB 54. The five fund
balance classifications, in order of constraint level, are Nonspendable, Restricted, Committed, Assigned,
and Unassigned. Nonspendable, as discussed below, can both represent a constraint or an asset that is
not spendable in form.

GASB Statement No. 54 is only applicable to the following types of funds: Governmental funds that
include; General Fund, Special Revenue Funds, Debt Service Funds, Capital Project Funds and
Permanent Funds. This Statement excludes the following type of funds; Proprietary Funds that include
Enterprise Funds (Business-type providing services), Internal Service Funds and Fiduciary Funds.

Definition

Fund balance is defined as the difference between assets and liabilities using the current financial
resources measurement focus and the modified basis of accounting in a governmental fund.

Classifications
1. Non-spendable fund balance classification can both represent a constraint or an asset that is not
spendable in form and includes amounts that cannot be spent because they are either:

¢ Notin spendable form, or not expected to be converted to cash, such as inventory and prepaid
amounts.

e Legally or contractually required to remain intact, such as the corpus or principle of a permanent
fund. The interest earned on the corpus or principle of a permanent fund may or may not be Non-
spendable, depending on the trust agreement.

e Long-term amounts of loans and notes receivable, if use of the proceeds from collection is not
otherwise constrained, and only if the fund balance is otherwise classified as Unassigned, or in
the general fund.
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Property acquired for resale, if use of the proceeds from sale is not otherwise constrained, and
only if the fund balance is otherwise classified as Unassigned, or in the general fund.

2. Restricted fund balance should be reported as Restricted for amounts that can only be spent or
used for specific purposes and the constraints placed on the use of resources are either:

Externally imposed by creditors, grantors, contributors, or laws and/or regulations of other
governments.

Imposed by law through constitutional provisions.

Imposed by enabling legislation that is legally enforceable by an external party. If the enabling
legislation can be changed by the same action of the government’s highest level of authority that
established it, the related constraint results in a Committed fund balance, not Restricted. This is
discussed under Committed Fund Balance below.

Enabling legislation authorizes the government to assess, levy, charge, or otherwise mandate
payment of resources from external providers and includes a legally enforceable requirement
that those resources be used only for the specific purposes stipulated in the legislation. Legally
enforceable means that a government can be compelled by an external party, such as citizens,
public interest groups or the judiciary, to use resources created by enabling legislation only for
the purposes specified by legislation.

3. Committed fund balance should be reported as Committed for amounts that can only be used for
specific purposes when constraints placed on the use of resources are either:

Imposed by formal action of the government’s highest level of decision-making authority; for
Gallatin County the highest level of authority is the Board of County Commissioners.
Amounts that cannot be used for any other purpose unless the constraint is changed by an
action similar to the action that initially constrained the fund.

Amounts that are contractual obligations to the extent the existing resources in the fund have
been specifically committed for use in satisfying those contractual requirements.

Note: the Committing action must be taken prior to year-end, but the amount may be determined
in a subsequent period.

In contrast to fund balance that is Restricted by externally imposed creditors, grantors, etc.
(previously discussed), amounts classified as Committed fund balance due to County
Commission action may be used for other purposes with the appropriate due process. For
example, if fund balance is set aside for a specific purpose by the County Commission, but the
constraint and/or purpose originally placed on the funds can be removed or changed by the
same group (County Commission in this example) using an action similar to the one that initially
constrained the funds, the fund balance classification should be reported as Committed rather
than Restricted.

4. Assigned fund balance should be reported as Assigned when constraints placed on the resources

are:

Amounts that are constrained by the government’s intent to be used for a specific purpose and
the intent to spend down fund balance to fund the next year’s projected deficit spending if this
exists (discussed further under budgetary appropriation below).

Neither Nonspendable, Restricted nor Committed. Intent should be expressed by either the
governing body itself or by a body (budget or finance committee for example) or official the
governing body has delegated the authority to assign amounts to be used for a specific purpose.
The expression of intent does not have to be made prior to year-end as with commitments.
Assigned fund balance should include fund balance in the general fund intended for a specific
use that is narrower than general purpose of the government.

5. Unassigned fund balance classification represents spendable amounts that have not been
Restricted, Committed or Assigned to a specific purpose within the general fund; thus the only fund
with a positive Unassigned fund balance classification amount will be the General Fund.
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VI.

1)

2)

Budgetary Appropriations

An adopted budget appropriation law generally does not impact the fund balance classification. Budget
appropriation laws authorize an agency to spend budgeted revenues of that fiscal year but do notimpose
constraints on existing fund balances. However, a specific appropriation of existing fund balance to
eliminate a projected budgetary deficit included as a budgetary resource in the subsequent year’s budget
requires Assigned fund balance classification. This assigned amount cannot exceed projected excess of
expected expenditures over expected revenues. Fund balances created as a result of the transfer
process result in an assignment of fund balance in the related fund because a Budget Resolution is
substantive law and does represent the highest level of decision making authority for Gallatin County.

Authority

Committed fund balances will be authorized by the County Commission in a public meeting by resolution
and according to policy. Committed fund balance may only become uncommitted by the same formal
action authorized by the County Commission in a public meeting by resolution according to policy.

Assigned fund balance may be assigned by the County Commission informally after a fund balance
review has been completed by the accounting department and reviewed and approved by the Finance,
Audit, Accounting and Treasurer (FAAcT) Committee. Assigned fund balance may become unassigned
by the same action.

Hierarchy

Gallatin County will use restricted amounts to be spent first when both restricted and unrestricted fund
balance is available unless there are legal documents/contracts that prohibit doing this. Additionally, the
County will then use unrestricted amounts of fund balance in the following order; committed, assigned
and unassigned (General Fund and Special Revenue Fund).

Minimum Fund Balance

The County has a formal minimum fund balance policy that requires maintaining a minimum 10% of
expenses in the General Fund as unrestricted fund balance. No specific circumstances in which
unrestricted fund balance in the General Fund can be spent exist; it is determined in the budget process
which is formally adopted by the County Commission and as circumstances arise and deemed necessary
by the County Commission.

Enterprise Funds. Enterprise Fund Reserves will be maintained to meet three objectives: (1) ensure
adequate funding for operations; (2) ensure infrastructure repair and replacement; and, (3) to provide
working capital to provide level rate charges to customers.

Insurance Funds. Self-Insurance Reserves will be maintained at a level, which, together with purchased
insurance policies, will adequately indemnify the County’s property, liability, and health benefit risk.
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Operating Reserve Policies

Purpose:

Gallatin County maintains Operating Reserves to mitigate the effects of warrant registration and to meet
the needs of county activities through stabilization of cash flow. To facilitate this, the County has
established this policy for utilization by ALL funds with Budgetary Authority coming from the County,
excluding Special Districts.

1) Fund Operating Reserve Types/Percentages: Because the County has a number of revenue sources
for different fund types, the following are set for use by County Financial Professionals:

TYPE PERCENTAGE

> Funded for County Wide Debt Services 5% to 10%
(Example: Detention Center Bond)

»  Funded mostly through monthly charges 8% to 16%
(Examples: Rest Home, Motor Pool)

> Funded largely through charges and then taxes 10% to 18%
(Examples: General, Public Safety, Road, Health and Fair)

> Funded from Quarterly Grant Allocations 16% to 24%
(Examples: Communicable Disease, MRDTF)

> Funded largely from Taxes or Seasonal Activity 20% to 30%

(Examples: Noxious Weed, Library)

The Finance Office makes a recommendation to the County Commission and all County elected officials
and department heads for each fund’s Operating Reserve at the beginning of the budget process. The
County Commission reviews, amends and approves the Operating Reserves to be used throughout the
budget process, unless individual fund budgets change significantly.

2) Variance: If a department cannot fund the approved Operating Reserve or desires to increase or
decrease the Operating Reserves from the Finance Office recommendations, a variance request is
submitted to the County Commission in May of each year. The Commission reviews the variance, holds
a public hearing on the variance and makes a determination to approve, amend or reject the variance.

Capital Improvement Policies

Capital Improvement Program (CIP) Formulation:

1) CIP Purpose. The purpose of the CIP is to systematically plan, schedule, and finance capital projects to
ensure cost-effectiveness as well as conformance with established policies. The CIP is a five-year plan
organized into the same functional groupings used for operating programs. The CIP will reflect a balance
between capital replacement projects that repair, replace or enhance existing facilities, equipment or
infrastructure; and capital facility projects that significantly expand or add to the County’s existing fixed
assets.

2) CIP Criteria. Construction projects and infrastructure purchases of $50,000 or more, along with Core
Rolling Stock with a value of $25,000 or more, are included in the Capital Improvement Plan (CIP); other
capital outlay will be included in the regular budget as capital expenditures. The CIP differentiates the
financing of high cost, long-lived physical improvements and ‘Core’ Equipment from low cost
"consumable" equipment items contained in the operating budget. CIP items may be funded through
debt financing or current revenues while operating budget items are annual or routine in nature and
should only be financed from current revenues.
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3)

Deteriorating Infrastructure. The County Budget includes, in addition to current operating maintenance
expenditures, funding to support repair and replacement of infrastructure and avoidance of a significant
unfunded liability.

Project Financing:

1)

2)

Minor Capital Projects. Minor capital projects or recurring capital projects, which primarily benefit
current residents, will be financed from current revenues. Minor capital projects or recurring capital
projects represent relatively small costs of an on-going nature, and therefore, should be financed with
current revenues rather than utilizing debt financing. This policy also reflects the view that those who
benefit from a capital project should pay for the project.

Major Capital Projects. Major capital projects, which benefit future residents, will be financed with other
financing sources (e.g. debt financing). Major capital projects represent large expenditures of a non-
recurring nature that primarily benefit future residents. Debt financing provides a means of generating
sufficient funds to pay for the costs of major projects. Debt financing also enables the costs of the project
to be supported by those who benefit from the project, since debt service payments will be funded
through charges to future residents.

Debt Management Policies

Restrictions on Debt Issuance:

1)

Repayment of Borrowed Funds. The County will repay borrowed funds, used for capital projects, within
a period not to exceed the expected useful life of the project. This policy reflects the view that residents
benefiting from a project should pay for the project. Adherence to this policy helps prevent the County
from over-extending itself with regard to the incurrence of future debt.

Limitations on Outstanding Debt:

1)

2)

Reliance on Long-Term Debt. The County will limit long-term debt to capital improvements that cannot
be financed from current revenues. Incurring long-term debt serves to obligate future taxpayers. Excess
reliance on long-term debt causes debt levels to reach or exceed the government's ability to pay.
Therefore, conscientious use of long-term debt will provide assurance that future residents can pay debt.

Debt Not Used for Current Operations. The County will not use long-term debt for financing current
operations. This policy reflects the view that residents benefiting from a service pay for the service.
Utilization of long-term debt to support current operations would result in future residents supporting
services provided in the past.

Debt Refinancing

1)

2)

3)

General Refinancing Guidelines. Periodic reviews of all outstanding debt will be undertaken to

determine refinancing opportunities. Refinancing will be considered (within federal tax law constraints) as

follows:

e There is a net economic benefit.

e |tis needed to modernize covenants that are adversely affecting the County’s financial position or
operations.

e The County wants to reduce the principal outstanding in order to achieve future working capital.

Standards for Economic Savings. In general, refinancing for economic savings will be undertaken
whenever net present value savings of at least five percent (5%) of the refunded debt can be achieved.

Net Present Value Savings. Refinancing that produces net present value savings of less than five
percent will be considered on a case-by-case basis, provided that the present value savings are at least
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three percent (3%) of the refunded debt. Refinancing with savings of less than three percent (3%), or
with negative savings, will not be considered unless there is a compelling public policy objective.

Accounting, Auditing and Financial Reporting Policies

1)

GAAP. The County will manage and account for its financial activity in accordance with Generally
Accepted Accounting Principles (GAAP), as set forth by the Governmental Accounting Standards Board
(GASB). GASB is recognized as the authority with respect to governmental accounting. Managing the
County's finances in accordance with GAAP and in accordance with the rules set forth by GASB provides
the citizens of Gallatin County assurance that their public funds are being accounted for in a proper
manner.

Basis of Accounting. The County will maintain its accounting records for general governmental
operations on a modified accrual basis, with revenues recorded when available and measurable, and
expenditures recorded when services or goods are received and liabilities incurred. Accounting records
for proprietary fund types and similar trust funds will be maintained on an accrual basis, with all revenues
recorded when earned and expenses recorded at the time liabilities are incurred, without regard of receipt
or payment of cash. Adherence to this policy will enable the County to prepare its financial statements in
accordance with Generally Accepted Accounting Principles as set forth by the Governmental Accounting
Standards Board. The basis of accounting is the same for both the budget and the financial statements.

Financial Report. Gallatin County will prepare an Annual Financial Report (AFR) in conformity with
Generally Accepted Accounting Principles (GAAP). The report will be made available to the general
public.

Audits. An annual audit will be performed by an independent public accounting firm with an audit opinion
to be included with the County’s published Annual Financial Report (AFR). Audits of the County’s
financial records provide the public assurance that its funds are being expended in accordance with
Local, State, and Federal law and in accordance with Generally Accepted Accounting Principles. Audits
also provide management and the Commission with suggestions for improvement in its financial
operations from independent experts in the accounting field.
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Fund Accounting

Gallatin County maintains accounts in accordance with fund accounting principles to ensure that limitations
and restrictions on the County’s available resources are observed and adhered to. Fund accounting classifies
resources into account groups with respect to the intended activities or objectives specified by those
resources for accounting controls and financial reporting purposes. Each fund is an independent fiscal and
accounting entity, and its operations are accounted for in a separate set of self-balancing accounts that
comprise assets, liabilities, fund equity, revenues and expenditures. Account groups are reporting
mechanisms that compile assets and liabilities of governmental funds.

A FUND is a fiscal and accounting entity with a self-balancing set of accounts recording cash and other
financial resources, together with all related liabilities and residual equities or balances, and changes therein,
which are segregated for the purpose of carrying on specific activities or attaining certain objectives in
accordance with special regulations, restrictions, or limitations.

The most common reason for having a fund is to account for restricted revenue or to comply with state or
federal law. There is no limit to the number of funds that a government may establish and maintain for
accounting and financial reporting. A generally practiced governmental accounting guideline is that a
government should use the smallest number of individual funds as possible, consistent with its particular
circumstances, and that individual funds are closed when its intended purpose no longer exist.

An ACCOUNT is an organizational or budgetary breakdown found within County funds. Each department
serves a specific function as a distinct organizational unit of government within the given fund. Its primary
purpose is organizational and budgetary accountability.

An OBJECT OF EXPENDITURE refers to specific, detailed expenditure classification. It relates to a specific
type of item purchased or service obtained. Examples of objects of expenditure include salaries, supplies,
contracted services, travel, etc.

The county’s financial operations and fund structure adhere to generally accepted accounting principles.
Funds are grouped under governmental funds, proprietary funds, and fiduciary fund types. The county’s fund
structure is comprised of the following funds, all of which are budgeted.

Governmental Fund Types

Governmental Funds are those through which most governmental functions of the County are financed. The
acquisition, use, and balances of expendable financial resources and the related liabilities are accounted for
through governmental funds. The following are the County's governmental fund types:

General Fund — accounts for all financial resources except those required to be accounted for in another
fund. The General Fund is the County's primary operating fund.

Special Revenue Funds — account for the proceeds of specific revenue sources that are legally restricted to
expenditures for specified purposes (other than for major capital projects). Example: Public Safety Fund.

Capital Project Funds — account for financial resources to be used for the acquisition or construction of
major capital facilities (other than those financed by proprietary funds.) Example: Open Space Acquisition.

Debt Service Funds — account for the accumulation of resources for and the payment of, principal and
interest on general long-term debt.
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Proprietary Fund Types

Proprietary Funds are used to account for ongoing organizations or activities, which are similar to those often
found in the private sector. The County uses the following proprietary funds.

Enterprise Funds — account for operations that are financed and operated in a manner similar to private
business enterprise, where the intent of the governing body is that the costs (expenses, including
depreciation) of providing goods or services to the general public on a continuing basis be financed or
recovered primarily through user charges; or where the governing body has decided that periodic
determination of revenues earned, expenses incurred, and/or net income is appropriate for capital
maintenance, public policy, management control, accountability or other purposes. Examples include:
Gallatin Rest Home, Logan Landfill and West Yellowstone/Hebgen Refuse District.

Internal Service Funds — account for the financing of goods or services provided by one department to

other departments of the County, or to other governmental units, on a cost-reimbursement basis. Examples
include: motor pool, employee health insurance, and facilities.

Fiduciary Fund Types

Trust and Agency Funds: Trust and agency funds are used to account for assets held by a governmental unit
in a trustee capacity or as an agent for individuals, private organizations, other governmental units, and/or
other funds. Examples include: fire districts, fire service areas, and school districts.

Consistency with Audited Financial Statements

Gallatin County’s budgeted funds are consistent with the County’s audited financial statements, except the
Budget includes required Trust and Agency Funds (Fire, Dyke, Cemetery, Water and Sewer Districts), which
are not reported in the financial statements.
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Fund Structure Graph

Shown below is a graphic summary of the County’s fund Structure. The following two pages provide a
detailed organizational graphic presentation of each of the County’s funds.

All Funds

Governmental Proprietary Fiduciary
Funds Types Fund Types Fund Types

Enterprise

== General Fund Funds

Agency Funds

Special Internal
Revenue Service
Funds Funds

Debt Service
Funds

Capital
Project Funds
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Description of Account Structure - Examples

Departments & Function/Activities/Programs

Purpose

The organizational units set forth in the Budget represent the County’s reporting of service delivery and allows
the County to accomplish the following:

Establish policies and goals that define the nature and level of service to be provided.
Identify activities performed in delivering program services.

Set objectives for improving delivery of services.

Appropriate the resources required to perform activities and accomplish objectives.

Account Organization

The County’s operating expenditures are organized into the following hierarchical categories:

e Fund
e Department
e Function/Activity/Division

Departments

Departments represent a grouping of related programs within a functional area, such as the Sheriff's Office,
within the broad functional area of Public Safety.

Function

Function represents the highest level of summarization used in the County’s operating structure. Functions
are a grouping of related operations and programs that may cross organizational (departmental) boundaries.
Functions are aimed at accomplishing a broad goal or delivering a major service. The five functions in the
County’s operating structure are:

General Government
Public Safety

Public Works

Public Health
Recreation & Other

Activity/Division

Activity /Divisions of a Department are the specific services and task performed in the pursuit of its objectives

and goals.

Example:

Fund: Public Safety 2300
Department: Sheriff 209
Function: Public Safety 42
Activity: Law Enforcement 01
Division: Administration 10

SUMMARY OF EXPENDITURE ACCOUNT CODE:
2300-209-42-01-10-__ obj. code

50



	ES_Cover
	ES_BudgetMessage
	Strategic Plan
	Five-Year Financial Plan
	Capital Improvement Program
	Mill Levy Decisions
	Type of Activity
	TOTAL
	Closing




	ES_GallatinCountyProfile
	ES_BudgetProcess
	ES_FinancialPolicies
	ES_FinancialStructure

