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Abstract
A large increase in natural gas production occurred in western Colorado’s Piceance basin in
the mid- to late-2000s, generating a surge in population, economic activity, and heavy truck traffic in
this rural region. We describe the fiscal effects related to this development for two county
governments: Garfield and Rio Blanco, and two city governments: Grand Junction and Rifle.
Counties maintain rural road networks in Colorado, and Garfield County’s ability to fashion
agreements with operators to repair roads damaged during operations helped prevent the types of
large new costs seen in Rio Blanco County, a neighboring county with less government capacity and
where such agreements were not made. Rifle and Grand Junction experienced substantial oil- and
gas-driven population growth, with greater challenges in the smaller, more isolated, and less
economically diverse city of Rifle. Lessons from this case study include the value of crafting road
maintenance agreements, fiscal risks for small and geographically isolated communities experiencing
rapid population growth, challenges associated with limited infrastructure, and the desirability of
flexibility in the allocation of oil- and gas-related revenue.
Key Words: Shale gas, tight oil, local public finance, Piceance basin, severance tax, property tax,
property values, sales tax, hydraulic fracturing, tax incentives
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1. Report summary
Rapid growth in natural gas production in the mid- to late-2000s created substantial fiscal
challenges and opportunities for local governments in western Colorado’s Piceance (pronounced
PEA-awnce) basin. Although production has slowed in recent years, the fiscal effects of the boom
reverberate, with some local governments struggling throughout, some seeing continuous benefits,
and others experiencing some of both. Variations in government capacity, infrastructure, and policy
combined to create these varying outcomes, offering lessons for local officials, state policymakers,
and industry stakeholders.
Garfield and Rio Blanco counties, where most new drilling has occurred (see Figure 1-1),
have seen divergent fiscal outcomes. In Garfield County, officials work closely with operators to
maintain and repair roads damaged by heavy trucks used for exploration and production. This
approach has substantially limited government costs, and a rapid increase in property tax revenues
has created large fiscal benefits.
In contrast, Rio Blanco County, geographical limitations and a lack of existing infrastructure
has led one road in particular to bear a large proportion of oil- and gas-related traffic. Although
revenues have increased significantly, local officials estimate that needed repairs would cost over
$100 million, more than twice Rio Blanco County’s annual revenues. Officials have been unable to
reach an agreement to share repair costs with operators, and instead imposed an impact fee on each
well drilled in the county. This fee, despite raising millions of dollars, has not been sufficient to
cover the costs of increased road damage.
Figure 1-1: Piceance basin oil and gas well completions by county
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Data source: DI Desktop. Accessed Feb. 9, 2015. Note: Other Colorado Piceance basin counties are Chaffee, Delta,
Eagle, Gunnison, Mesa, Montrose, and Pitkin.

Municipalities in our case study have also experienced differing effects. In Rifle, located at
the center of drilling activity, population surged rapidly, largely due to oil and gas development.
Limited infrastructure coupled with a rapidly growing population created fiscal challenges for Rifle
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during the most active drilling years. As time passed, many of these challenges subsided, but
population projections made during the peak of industry activity proved to be too high, and the city
overbuilt its water and wastewater systems, saddling residents with large new costs.
At the periphery of the most active drilling region in the larger and more economically
diverse city of Grand Junction, new service demands and new revenues associated with the oil and
gas industry were smaller relative to Rifle. Despite a general economic downturn in the city
associated with a crash in the housing market, the oil and gas industry appears to have helped Grand
Junction weather a general downturn in the local economy since the recession of 2008 and 2009.

1.1 Lessons for policy
As we have described in previous reports (Raimi & Newell 2014a, b), most local
governments in Colorado and around the United States have experienced net fiscal benefits
associated with increased oil and gas production in recent years. In this case study, we focus on
several local governments that have faced challenges to illustrate key learning points. Therefore, the
experiences described in this case study should not be seen as representative of all local governments
in Colorado or around the United States. Instead, the lessons here are intended to educate
policymakers, industry, and other stakeholders seeking to enable positive fiscal outcomes for all,
rather than for most, local governments.
Local governments in the Piceance basin, as in Colorado more widely, generate and receive
oil- and gas-related revenue from a variety of sources. The leading source for counties is property
taxes levied on oil and gas production and equipment, while for cities, the leading sources are
allocations of the state’s severance tax and federal mineral lease revenues (distributed by the state’s
Department of Local Affairs, or DOLA), along with sales taxes from increased economic activity
associated with the industry.1 In most cases, these revenue mechanisms appear to be adequate to
manage increased service demands associated with oil and gas activity.
Colorado’s state government, through DOLA, also administers a grant program that makes
awards to local governments from state severance taxes and federal lease revenues. This program
provides flexibility in the allocation of oil- and gas-related revenue to local governments, and in
principle allows the state to direct revenue to where it is most needed.
However, the state did not award grants in 2011 or 2012, and grant awards to date have not
alleviated the fiscal challenges faced by two local governments described in this report: Rio Blanco
County and the city of Rifle. Limited infrastructure and government capacity have both contributed
1

For details, see Raimi and Newell 2014, “Oil and gas revenue allocation to local governments in eight states.” Available
online at http://energy.duke.edu/shalepublicfinance
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to these challenges, with industry traffic relying heavily on one particular road in Rio Blanco County,
and rapid population growth straining infrastructure in Rifle. These challenges lead to lessons that
can inform local governments in Colorado and other states experiencing increased oil and gas
activity:
•
•
•

•

•
•

•

4

Local fiscal impacts are not uniform, and can vary substantially within states, sometimes
affecting neighboring jurisdictions in distinct ways.
Collaboration between local governments and operators, especially on road maintenance
and repair, can play a major role in securing positive fiscal outcomes for local governments.
Local revenue streams may not be sufficient to manage growth during a large increase in oil
and gas activity. Mechanisms for state governments to share revenue to manage local fiscal
impacts can help alleviate challenges associated with population growth, especially for
communities with limited infrastructure and government capacity.
State revenue sharing programs that offer flexibility in allocation of funds, such as
Colorado’s grant program, create the opportunity to direct oil- and gas-related revenue to the
areas that are most in need.
Larger cities in regions with diverse economies tend to face fewer challenges adjusting to
potentially rapid population changes associated with the oil and gas industry.
Oil and gas activity can be volatile, and local economies with a heavy reliance on this sector
may face fiscal challenges during industry downturns. This is especially true for municipalities,
which tend to be heavily reliant on sales taxes, a more volatile revenue source than property
taxes.
Financial data alone may not adequately describe the fiscal situation of a local government.
Unmet service demands may not be captured by such data, and detailed local information is
often necessary to fully understand local fiscal issues.
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2. Introduction
This report is one in a series that describes the fiscal effects of recent increases in oil and gas
development for local governments in the United States. Building on our previous survey of county
and municipal governments in eight states (Newell & Raimi 2015b) and our analysis of revenue
allocation to local governments in those states (Newell & Raimi 2015a), this report goes into detail
on our findings from western Colorado’s Piceance basin, with the goal of highlighting some of the
geographic, demographic, and policy issues that have produced useful lessons. Those lessons are
intended to educate policymakers, industry operators, and other stakeholders when considering how
local governments can maximize the benefits and minimize the challenges associated with oil and
gas development.
The Piceance basin was selected for this case study for several key reasons: it illustrates how
local governments in a single region can experience divergent fiscal effects; it illustrates the
implications of certain policy approaches; it has experienced a range of fiscal effects over time; and
adequate data were available to establish our findings. Importantly, the local government experiences
here are not representative of the most common fiscal outcome that we have observed in Colorado.
Indeed, we have found that most local governments in the United States have experienced net fiscal
benefits associated with increased oil and gas production in recent years.
In this case study, we focus on several local governments that have faced challenges to
illustrate key learning points. Therefore, the experiences described here should not be seen as
representative of all local governments in Colorado or around the United States. Instead, the lessons
here are intended to educate all stakeholders as they try to create positive fiscal outcomes for all,
rather than for most, local governments.

2.1 Background
Increased oil and gas production in the United States, largely from shale resources, has
generated interest and debate on a range of topics, including local environmental concerns over air
and water pollution, the climate implications of developing shale resources, and geopolitical issues
related to international trade and domestic energy security. This report focuses on the local
government implications of increased domestic oil and gas production by examining how local
governments receive revenue from oil and gas activity, what types of new or increased service
demands might be placed on those governments, and what lessons can be learned.
Economists and other researchers with regional expertise have looked closely at the local
government implications of shale development in certain regions, with a number of reports based on
experience in the Marcellus shale region in Pennsylvania (e.g., Jacquet 2009; Christopherson &
Rightor 2012; Costanzo & Kelsey 2012; Hardy & Kelsey 2015; Kelsey & Hardy 2015), the Bakken
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region in western North Dakota and eastern Montana (e.g., Upper Great Plains Transportation
Institute 2012; Headwaters Economics 2013; Hodur et al. 2013), the Eagle Ford region in south
Texas (e.g., Oyakawa et al. 2012; Porter 2013; Tunstall et al. 2013; Tunstall 2015), and other regions.
Two recent case studies document experience with socioeconomic impacts and governance issues in
rural western regions, including the Piceance basin (Haggerty & McBride 2014; Jacquet 2014).
Research conducted during a smaller surge in energy production in certain western states during the
late 1970s and early 1980s also looked at local government finance issues associated with resource
extraction (e.g., Gray 1977; Leistritz et al. 1981; Gulley 1982; Hecox 1984; Merrifield 1984).
This work has shown that in some rural regions, rapid and large-scale energy development
can create challenges for local governments by creating a surge in population and heavy truck traffic,
which in turn can lead to increased demand for public services, especially infrastructure such as
roads and bridge repair, and sewer and water systems (Upper Great Plains Transportation Institute
2012; Porter 2013; Jacquet & Kay 2014; Newell & Raimi 2015b). At the same time, oil- and gasspecific taxes and fees, coupled with an increase in regional economic activity associated with the
industry, have tended to boost government revenues in these same regions (Booz Allen Hamilton
2008; Perryman Group 2011; Costanzo & Kelsey 2012; Kelsey et al. 2012a, b, c, d, e; Oyakawa et al.
2012; Univ. of AR Center for Business and Economic Research 2012; Bangsund & Hodur 2013;
Lewandowski & Wobbekind 2013; Newell & Raimi 2015a).
Our central question is whether this increase in demand for services is accompanied by
sufficient revenue for local governments to provide those services. If so, local governments may
maintain or perhaps improve the services they provide, reduce taxes, or provide other benefits to
residents. If not, the inability to maintain local government services such as infrastructure and
education may reduce quality of life, property values, and impede economic growth (Oates 1969;
Mathur 2008). This case study examines both sides of the fiscal ledger in an attempt to answer this
question. An important related question that we do not examine is whether U.S. communities
benefit in the longer-term from natural resource extraction (Brunnschweiler & Bulte 2008; Boyce &
Herbert Emery 2011; James & Aadland 2011; Peach & Starbuck 2011; Macke 2012; Allcott &
Keniston 2014; Brown 2014; Haggerty et al. 2014; Weber 2014).

2.2 Methodology
Measuring the fiscal condition of local governments is complex, and little consensus exists as
to which metrics are best suited to allow researchers to make straightforward and cross-jurisdictional
comparison. Financial reporting requirements vary by state, and dozens of approaches to the use of
fiscal indicators have been employed by researchers and state governments to evaluate fiscal
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conditions in local governments (Peterson 1977; Brown 1993; Hough 2003; Maher & Nollenberger
2009; State of Washington 2010; Hendrick 2011; Plerhoples & Scorsone 2011; DiNapoli 2014).
One key challenge of evaluating local government fiscal health relates to quantifying service
demand levels. For example, fiscal indicators do not allow for the quantification of unmet needs,
such as road damage that goes unrepaired or other needs that are not met to the satisfaction of local
residents and businesses. As a result, our evaluation of fiscal condition takes into account
quantifiable indicators (such as those presented in Appendix B) along with qualitative information
gathered through interviews with dozens of local officials in the Piceance basin. Researchers in the
field of local government finance take similar approaches, often utilizing survey data from local
government financial officers alongside financial reports to assess whether local government
finances are becoming weaker or stronger over time (e.g., McFarland & Pagano 2014).
We present findings based on data collected during 2013 and 2014, including structured
interviews with local government officials in western Colorado, unstructured interviews with state
government officials and industry experts, analysis of local and state government financial data,
analysis of local and state fiscal policies, and additional information gathered during two trips to the
region in 2013 and 2014.
During a 2013 visit, we interviewed local officials from Garfield and Rio Blanco Counties
and the municipalities of Carbondale, Glenwood Springs, and Grand Junction. During a subsequent
visit and telephone calls during 2014, we interviewed officials from the municipalities of Rifle,
Meeker, and Parachute. We examined detailed financial information for each of these jurisdictions
along with Mesa County and the city of Fruita. We focus here on select local governments that
illustrate some of the key lessons emerging from the region. For details on other local governments
in the Piceance basin, see Newell and Raimi (2015b).
We examine local government revenues and costs primarily through Comprehensive Annual
Financial Reports (audited government financial statements) and local property tax reports. We also
examine state-collected data on sales tax revenues, along with allocations of revenue from
Colorado’s severance tax and federal mineral leases.
As noted above, some costs may not be apparent from a simple analysis of expenditures. For
example, service demands may go unmet (e.g., needed road repairs that are not made), and
opportunity costs for government employees may be substantial (e.g., time devoted to oil- and gasrelated issues that takes away from other government priorities). We attempt to understand these
costs through interviews with local officials and analysis of third party reports, and include this
information as part of our assessment of local government costs.
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Finally, it is important to note that our research focuses solely on revenues and service
demands (i.e., costs) for local governments. As a result, we do not examine external costs regarding
potential environmental or health issues from oil and gas development, nor do we examine the
direct effects of the industry on local economies and employment. However, when these issues
affect local government’s ability to provide services and raise revenue, they do enter our realm of
analysis. For example, Garfield County has conducted costly air and water quality monitoring
programs in response to concerns over health and environmental effects of oil and gas activity.
Similarly, an increase in oil and gas activity tends to increase population, which increases economic
activity and therefore sales tax revenue for local governments.

3. Local government experience
Energy production has a long history in the Piceance basin. Since the 1950s, oil companies
and the U.S. government have experimented with ways to tap the vast oil shale reserves in the
region, with interest in these reserves waxing and waning as oil prices and technologies have evolved
(Bartis et al. 2005). In the late 1960s, the federal government backed experiments using
unconventional techniques to produce natural gas from the region’s tight sand formations (Reynolds
Jr. et al. 1970). Though these efforts met with limited success, the region has produced oil and gas
since the 1960s. In the mid- to late-2000s, the application of directional drilling and hydraulic
fracturing enabled operators to economically tap those tight gas formations, resulting in a rapid and
large-scale surge in natural gas production (see Figure 3-1).
Figure 3-1: Annual oil and natural gas production in Colorado’s Piceance basin
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Data source: DI Desktop. Note: Includes all Piceance basin production, which includes wells from Colorado counties
Chaffee (1 well), Delta (147), Eagle (7), Garfield (15,120), Gunnison (138), Mesa (3,027), Montrose (88), Pitkin (24), and
Rio Blanco (8,582). The drop in oil production in 1979 was due to reductions in Rio Blanco County. The reason(s) for
this decline in production is unclear.

Similar to other regions that have experienced a major increase in oil or gas activity, this
growth brought with it a surge of workers to lease land, operate equipment, haul water and
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machinery, construct pipelines, compressors, and processing facilities, manage operations, and more.
This rapid influx created challenges in the Piceance basin, where cities and towns are few and far
between, and demand was already high for the limited supply of existing housing stock (McCormick
and Associates & RRC Associates 2006). Much of this pre-existing (and ongoing) demand is related
to service workers commuting to higher-cost resort areas such as Aspen, just over one hour
Southeast of Rifle.
Local and state officials anticipated large-scale and long-term population growth associated
with the oil and gas industry, along with growth from other sectors including tourism and
construction (BBC Research and Consulting 2008a, b). However, the collapse of the housing market
in 2007 and 2008, subsequent recession, limited development of the region’s oil shale resources, and
decline in natural gas prices combined to halt this projected growth, rendering previous projections
largely obsolete.
Throughout this period, the oil and gas industry has affected local governments in distinct
ways. Because of differences in infrastructure, government capacity, and policy, adjacent counties
experienced distinct challenges, as did neighboring cities. As the downturn in natural gas prices
slowed drilling activity, cities and counties were similarly left with a range of effects. Section 3.1
explores the experience in the adjacent counties of Garfield and Rio Blanco. Section 3.2 examines
the cities of Grand Junction and Rifle.

3.1 Garfield and Rio Blanco Counties
Garfield and Rio Blanco Counties have a number of demographic and geographic traits in
common, suggesting they may experience similar fiscal effects from oil and gas development. Both
are made up largely of federal lands: roughly 60 percent for Garfield and 90 percent for Rio Blanco
(U.S. Department of Interior via Headwaters Economics 2014). Both host significant energy
production, and both have experienced large increases and decreases in oil and gas activity during
previous decades. Populations in both counties are, on average, less educated and lower-income than
Colorado as a whole (see Appendix A for detailed demographic traits).
However, several differences between the counties have worked together to create divergent
fiscal outcomes, with Garfield experiencing a large boost and Rio Blanco continuing to face
challenges. The first difference is one of government capacity: total annual revenues for Garfield
County have been 2.5 to 3.5 times greater than those of Rio Blanco County over the past decade,
and Garfield County’s population is roughly nine times that of Rio Blanco’s. The second difference
is geographic isolation: while both counties are more rural than the Colorado average, Rio Blanco
County receives a rurality score of 9 (the most rural designation on the U.S. Department of
Agriculture’s rural-urban continuum) while Garfield receives a score of 5 (U.S. Department of
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Agriculture 2013). The third difference has to do with policy over the management of road damage
caused by heavy industry truck traffic. We explore the implications of these differences below.

3.1.1

Major county revenues associated with the oil and gas industry

Counties in the Piceance basin and across Colorado rely largely on property taxes to fund the
construction and maintenance of county roads and provision of other essential services such as law
enforcement, emergency services, record-keeping, and more. Garfield and Rio Blanco Counties rely
heavily on oil and gas property to provide this tax base. Oil and gas property, which includes
produced hydrocarbons as well as surface equipment, has provided 50 percent or more of Rio
Blanco County’s property tax revenues for nearly a decade, and oil and gas property for Garfield
County has grown to account for over 70 percent (see Figure 3-2).
Figure 3-2: Oil and gas assessed property value, as a share of total assessed
property value
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Data source: Colorado Department of Local Affairs (2003-2012).

In 2012, property taxes on oil and gas property provided roughly $39 million for Garfield
and $7 million for Rio Blanco counties, 37 and 19 percent of total revenues, respectively (Garfield
County Assessor's Office 2003-2013; Rio Blanco County Finance Department 2003-2013; Garfield
County Department of Finance 2004-2013).
Sales taxes also provide an important, though more volatile revenue source for both
counties. Estimating the precise amount of sales taxes attributable to the oil and gas sector is
complex, and depends on two main factors: the number of companies and workers supported
directly or indirectly by the industry, and the value of purchases subject to sales tax made by those
groups. Although we are not able to make precise estimates, it is clear that sales tax revenues surged
during the most active years of oil and gas development, and that at least some of that increase was
attributable to the oil and gas industry.
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Sales taxes from mining industry purchases have grown substantially for both counties this
decade. Not all of these purchases are attributable to oil and gas development, as coal mining also
plays a role in the local economy, particularly Rio Blanco County. However, no major expansion in
local coal mining has occurred in recent years, suggesting that a majority of the increase is
attributable to oil and gas.
The increasing share of sales attributable to the mining sector corresponded with overall
increases in sales tax collections for both counties. Revenue trends from both counties show a clear
correlation between the share of sales attributable to mining and the overall level of sales taxes
collected (see Figure 3-3). The larger revenue changes in Rio Blanco County suggest that miningrelated sales taxes have had a greater proportional effect on county-wide sales tax revenues.
Figure 3-3: Sales tax collections
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Source: Colorado Department of Revenue (2013). Note: Figures include state and local sales tax collections.

Along with county revenues collected directly from property taxes, sales taxes, and other
sources, Colorado allocates to local governments a substantial portion of its statewide severance tax
and royalties from oil and gas leases on federal land. These revenues are allocated through two
mechanisms: direct distributions to local governments, determined by a formula incorporating
production levels, oil and gas employment, and other factors; and grants awarded through a
competitive bid process administered by the Colorado Department of Local Affairs (DOLA) that
takes into account local industry impacts. These distributions have provided substantial new
revenues for each county. Garfield County, where far more production occurs, has received over
$40 million, primarily from direct distributions. Rio Blanco County has seen nearly $30 million, with
roughly half coming from DOLA grants (see Figure 3-4).
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Figure 3-4: Allocations of state severance tax and federal mineral lease revenues,
2005-2014
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Data source: Colorado Department of Local Affairs (2014). Note: Due to legislative changes, direct distributions began
in 2007. The revenues shown here are only for county governments, and do not include revenues for municipalities or
other local governments within the counties.

Finally, some counties in Colorado lease county-owned land for oil and gas production, in
some cases generating millions of dollars in additional revenue. However, Garfield County holds
only one lease, which generated the modest sum of $40,000 in 2012. Rio Blanco County does not
generate any revenues from oil and gas leases.

3.1.2

Major county costs associated with the oil and gas industry

The leading cost for Colorado counties associated with the oil and gas industry comes from
road maintenance and repair. Thousands of heavy truck trips are typically required to construct, drill,
and complete a hydraulically fractured oil or gas well, and much of this traffic travels along rural
roads not originally designed to handle such traffic. While the state maintains some of the region’s
main arteries, a substantial portion of traffic utilizes two-lane county roads that wind through the
region’s mountains and mesas.
Demand for other services has also increased for these counties, largely associated with
population growth. This includes increased demand for law enforcement and administrative services
such as the county clerk’s office, which administers land records. Both counties have expanded staff
in these and other areas, requiring new outlays in the form of wages, benefits, equipment such as
vehicles and computer systems, and new or expanded office space.
Figure 3-5 shows where some of this new spending has occurred. In Garfield County,
spending on public works—primarily county roads—has increased more than 4-fold since 2003,
while the addition of new staff, equipment, and office space has increased general government
spending 3-fold. Some of this spending, including general government and public safety costs, is
largely associated with population growth—an indirect cost attributable primarily to oil and gas
industry growth. Other costs are more directly tied to oil and gas operations, such as public works
(i.e., roads and bridges). In addition, Garfield County implemented a variety of environmental
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monitoring projects in response to community concerns regarding water and air quality, totaling
roughly $3.4 million from 2008 through mid-2014.
Figure 3-5: Garfield County expenditures by type (million)
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Data source: Garfield County Annual Audited Financial Reports (2004-2013). Data includes transfers.

In Rio Blanco County, expenditure increases have been smaller, and mask some important
challenges. Most notably, spending on public works (primarily county roads) has remained relatively
flat since 2007, though certain county roads have been in need of repair due to heavy oil and gas
traffic. It is unclear why the county has not invested more of its new revenues in these repairs, as
their substantial revenue growth suggests that additional spending on roads could in part alleviate
the challenges associated with oil and gas activity.
The large spike in general government spending in 2009 was due to a court ruling that found
the county had improperly collected over $9 million in use taxes from two oil and gas companies
during the preceding years (see Figure 3-6).2 Public safety costs have risen 2.5-fold since 2003,
reflecting an expansion in law enforcement staff.

2

See Rio Blanco County 2009 Annual Audited Financial Statement, p. A-8.
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Figure 3-6: Rio Blanco County expenditures by type (million)
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Data source: Rio Blanco County Annual Audited Financial Statements (2003-2013). Data includes transfers.

As the Rio Blanco experience with road repair shows, not all new costs can be captured by
examining financial data. Indeed, local officials estimate that at least $100 million in road repairs are
needed due to increased oil and gas activity.3 Other potential costs that are not observable on
financial statements include opportunity costs for staff in both counties, where demands on their
time from oil- and gas-related issues has to some extent crowded out time spent on other priorities.
These opportunity costs have been substantial for some officials, though most tend to see time
spent on oil- and gas-related issues as simply part of their responsibility given the sector’s
importance in the regional economy.

3.1.3

Key local factors

Garfield and Rio Blanco Counties have experienced distinct net fiscal effects from recent oil
and gas development. One might expect Garfield County, which has seen far more drilling and
production than its northern neighbor, to experience larger impacts and perhaps larger fiscal
challenges from oil and gas activity. However, it is Rio Blanco County that has struggled to manage
new costs, primarily attributable to oil and gas industry traffic. Much of the difference can be
attributed to a single road, and the experience of that road gives insight into how several major
factors—infrastructure, capacity, and policy—can affect fiscal outcomes.
Infrastructure and capacity
In Garfield County, operators use a variety of county roads that wind through the mountains
and mesas surrounding the city of Rifle, with wellpads scattered across the landscape. While these
roads endure substantial wear and tear, a large share of the impact is mitigated by the presence of
Interstate 70, which bisects the most active drilling regions of Garfield County and serves as an
industry corridor (see Figure 3-7).
3

Based on interview with Rio Blanco County Commissioner Shawn Bolton.
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Figure 3-7: Oil and gas wells along the I-70 corridor, Garfield County CO

Map source: U.S. Energy Information Administration, U.S. Energy Mapping System. Accessed 7/23/2014 via
http://www.eia.gov/state/maps.cfm. Annotations added by the authors.

In Rio Blanco County, there are no interstates, and the region’s rugged topography implies
there are limited options for roads. As a result, industry traffic follows two main corridors through
the mountains: State Highway 139 and Rio Blanco County Road 5 (CR5). Dozens of wells are
scattered along the east and west side of CR5, with dozens more located near the road’s northern
terminus at State Highway 64. While the state government maintains Highway 139 and most of the
other routes shown in Figure 3-8, the responsibility to maintain CR5 falls upon the county.
Figure 3-8: Oil and gas wells in Rio Blanco County, CO

Map source: Map source: U.S. Energy Information Administration, U.S. Energy Mapping System. Accessed 7/23/2014
via http://www.eia.gov/state/maps.cfm. Annotations by the authors.
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While both counties have faced substantial impacts from oil- and gas-related truck traffic,
the concentration of traffic along CR5 has created a distinct challenge for Rio Blanco County. In
Garfield County, the main artery for oil and gas traffic is Interstate 70, and county roads experience
intermittent industry traffic traveling a limited number of road-miles. In Rio Blanco County, CR5
experiences a steady stream of traffic along a much longer stretch of road. This concentration of
traffic is one of the major factors leading to large new costs for Rio Blanco County.
A second factor related to infrastructure is that Rio Blanco’s maintains more roadway (~900
lane miles) than Garfield County (~700 lane miles), and those roadways are generally built to lower
standards. 81 percent of Rio Blanco’s lane-miles are unpaved, compared with 52 percent in Garfield
County (Colorado Department of Transportation 2012). Paved roads are more expensive to
construct, but require less maintenance and repair than unpaved roads experiencing frequent heavy
truck traffic (Abramzon et al. 2014).
As described in section 3.1.1, Rio Blanco County’s property tax base is far smaller and
generates far less revenue than its southern neighbor, partly due to less oil and gas activity and partly
due to the fact that roughly 90 percent of the county’s land is federally-owned. As a result, their
capacity to pay for necessary upgrades and repairs—even as government revenues have grown in
recent years—is more limited than Garfield County. Grants from DOLA have increased Rio Blanco
County’s ability to manage these issues, but appear to be insufficient to manage all the new costs.
These infrastructure and capacity issues do not by themselves explain why Rio Blanco
County has been unable to keep up with road maintenance costs while Garfield County prospers. A
second factor—policy—has played a central role in driving these divergent fiscal outcomes.
Policy
In the mid-2000s, as road damage on CR5 came to the fore as a concern for Rio Blanco
County commissioners, they attempted to enter into road maintenance agreements with operators
much as Garfield County had done. However, the parties were unable to reach an agreement. As a
result, the county turned to another option: assessing an impact fee on all new development
activities, including oil and gas wells.
Although some of the same companies were operating in both counties during the 20002013 period, several were active primarily in one county or the other (see Table 3-1). It is possible
that differences in operating strategies and/or personalities also contributed to differences in the
extent of collaboration between county governments and operators. However, we were unable to
reach a clear understanding of why agreements occurred in Garfield County and not in Rio Blanco.
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Table 3-1: Leading Piceance basin operators, 2000-2013

Garfield County
WPX
Encana
Bill Barrett Corp
Noble Energy
Ursa Operating
Oxy USA
Caerus Piceance LLC
Chevron

Well completions
3,762
2,405
1,487
605
582
474
294
217

Rio Blanco County
ExxonMobil
WPX
Encana
Whiting Petroleum
Bopco
Koch Exploration
Chevron
Foundation Energy

Well completions
775
601
124
97
77
68
55
27

Data source: DI Desktop. Accessed July 23, 2014.

Multiple studies were commissioned by Rio Blanco County to determine whether it had legal
authority to impose an impact fee, which activities were contributing to the needed repairs, what
improvements would be necessary to manage these impacts moving forward, and what would be a
“fair” fee to mitigate the public costs associated with different development activities, including oil
and gas operations (RPI Consulting 2007a, b, 2008). Based on these studies, the impact fee for oil
and gas development is set according to a formula including well depth, expected vehicle traffic, and
other factors. A sample well drilled to a depth greater than 5,500 feet would face an impact fee of
roughly $18,000 (Rio Blanco County 2014). Total collections from the impact fee were roughly $1.3
million in 2013, roughly three percent of total county revenue in that year (Rio Blanco County
Finance Department 2003-2013), and just above one percent of the total estimated repair bill for
CR5. As a point of reference, Pennsylvania’s impact fee (which allocates roughly 18 percent of total
impact fee revenues to counties) would generate roughly $55,000 per well over 15 years for county
governments.4

3.1.4

Net fiscal effects

All told, Garfield County has seen a large boost in its fiscal health, while Rio Blanco County
has seen large revenue increases accompanied by larger new service demands. Figure 3-9 and Figure
3-10 show the annual revenues, expenditures, and net assets (which includes all asset classes and
liabilities) for both counties. Although Rio Blanco County has roughly tripled its net assets over the
past decade, it would not be able to afford the estimated $100 million repair costs for CR5 even if it
liquidated its unrestricted net assets, worth $62.5 million at the close of 2013. Garfield County, on
the other hand, has grown its net assets by roughly 800 percent since 2003, and does not face the
same level of infrastructure needs.

4

Assuming a natural gas price of between $3.00 and $4.99 per thousand cubic feet. For details on Pennsylvania’s Impact
Fee allocation, see Raimi and Newell (2014a).
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Figure 3-9: Garfield County revenues, expenditures, and net assets
annual revenues/expenditures (millions)
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Data source: Garfield County Annual Audited Financial Reports (2004-2013). Data includes transfers.

Figure 3-10: Rio Blanco County revenues, expenditures, and net assets
annual revenues/expenditures (millions)
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Data source: Rio Blanco County Annual Audited Financial Statements (2003-2013). Data includes transfers.

3.1.5

Lessons

Partnership with oil and gas operators has played a major role in limiting costs for
Garfield County. The lack of such a partnership in Rio Blanco County is a major factor in the fiscal
challenges faced by the county.
Limited road infrastructure related to topographical constraints has contributed to fiscal
challenges for Rio Blanco County. The presence of state- and federally-maintained roadways in
Garfield County has helped limit costs.
Limited government capacity for Rio Blanco County—primarily due to limited revenue—
has contributed to its fiscal challenges.
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Local government fiscal indicators such as those shown in Appendix B are not sufficient
to accurately describe the challenge of unmet service demands such as needed road repairs.

3.2 Municipalities in the Piceance Basin
The two cities examined here have been affected by oil and gas development in different
ways. Rifle (pop. ~9,200), the seat of Garfield County, has been near the center of the heaviest
drilling activity in the Piceance basin. Grand Junction (pop. ~60,000) is the largest city in the region
and the seat of Mesa County. It lies at the periphery of activity, and has served as a corporate base
and population center for much of the oil and gas workforce.
Figure 3-11: Regional map

Map source: U.S. Energy Information Administration U.S. Energy Mapping System. Accesed via
http://www.eia.gov/state/maps.cfm, 7/18/2014.

Unlike the counties in the Piceance basin, oil and gas property does not make up a large
portion of the municipal tax base, and does not provide substantial tax revenue for either
municipality. Although the oil and gas industry has indirectly affected property tax revenues by
increasing population and economic activity, generating new construction, and potentially affecting
property values, quantification of these indirect effects is beyond the scope of this report.
Additionally, these effects are likely to be small relative to other revenue sources, as property taxes
account for less than 10 percent of annual revenues for both cities.
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Sales and use taxes are a much larger revenue source. As with county sales taxes, it is difficult
to attribute a precise share of revenue to the oil and gas sector. However, trends in mining sector
purchases indicate that oil and gas activity provided a substantial boost for revenues for both cities,
particularly in 2007 and 2008. As Figure 3-12 shows, sales taxes from the mining sector have been
volatile, especially for Rifle.
Figure 3-12: Mining industry sales taxes, as a percent of total sales taxes
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Data source: Colorado Department of Revenue (2013). Note: Totals include sales taxes retained by state and municipal
governments. * 2007 data for Rifle are not available due to confidentiality.

A 2007-2008 spike in mining-related sales taxes corresponded with a substantial increase in
overall sales taxes for both cities during the most active years of drilling and industry-related
population growth (see Figure 3-13). But in 2009, both saw declines in overall sales tax revenues
brought about by the housing crisis, financial crisis, recession, and falling natural gas prices. During
this period, mining sales taxes declined even more rapidly than overall sales taxes, indicating that the
mining sector was especially hard-hit by the financial crisis and fall in natural gas prices. However,
mining-related sales taxes have grown rapidly since 2009 in Rifle, accounting for much of the large
increase in total sales taxes. Mining and overall sales taxes for Grand Junction have been roughly flat
over the same period, but are well above the levels of the early 2000s.
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Figure 3-13: Total municipal sales taxes
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Data source: Colorado Department of Revenue (2013). Note: Totals include sales taxes retained by state and municipal
governments.

As noted in section 3.1.1, Colorado allocates a substantial share of its severance tax and
federal mineral lease revenues to local governments through direct distributions and a grant
program. Rifle has received roughly $21 million since 2005, while Grand Junction has received
roughly $19 million, the highest two totals among all municipalities in Colorado. Both cities
benefited substantially from the state’s grant program, which has awarded roughly $10 million to
Grand Junction and $14 million to Rifle (see Figure 3-14).
Figure 3-14: Municipal severance tax/federal mineral lease revenue, 2005-2014
millions
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Data source: Colorado Department of Local Affairs (2014).

Some local governments in Colorado generate substantial revenue from oil and gas leases on
municipal land. However, neither city examined here generates large revenue from such leases.
Finally, fees for services provide major revenue streams for each city, especially fees for
water and wastewater connections and use. While these fees provide a large amount of revenue, they
are generally used to offset costs of providing the relevant service. As we discuss in the following
section, water and wastewater fees have in some cases been insufficient to cover the costs of major
upgrades and expansions.
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Rifle

Rifle experienced the most significant population growth of any municipality we examined in
Colorado, and this growth was in large part attributable to increased oil and gas activity (see Figure
6-1). Situated in the heart of the natural gas-producing region, Rifle saw its population grow from
roughly 7,000 to 9,000 during the 2000s, a slightly faster growth rate than Grand Junction. Growth
was accompanied by a building boom of residential neighborhoods and businesses, and was led by
natural gas development, along with a smaller number of retirees, second home buyers, and service
industry workers commuting to higher-cost resort areas near Aspen (BBC Research and Consulting
2008a).
Fueled largely by natural gas and oil shale development, Rifle’s population was projected to
roughly triple by 2025. City officials described their situation as a “perfect storm” of oil shale,
natural gas, and housing development that would drive growth for decades (see Figure 6-3).
Tax revenues grew very quickly from 2002 to 2008, the peak of regional natural gas
development, rising from $2.6 million to $12.4 million, led by sales taxes. A variety of capital grants,
including DOLA grants from severance tax and federal mineral lease revenues, added an additional
$11.6 million in 2008 (Rifle Department of Finance 2002-2013). Overall revenues grew from roughly
$10 million in 2002 to a peak of $34 million in 2008.
Figure 3-15: Rifle revenues, expenditures, and net assets
annual revenues/expenditures (millions)
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Data source: Rifle Department of Finance (2002-2013). Data includes transfers.

With this rapid revenue and population growth projected to continue, city officials took on
roughly $18 million of low-interest debt in 2007 to begin construction of major infrastructure
projects, namely an expanded wastewater treatment plant (Rifle Department of Finance 2007).
Around the same time, the city began planning for a complementary water treatment plant that
would add an additional $24 million in low-interest debt (Rifle Department of Finance 2012).
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However, the rise in government revenues abruptly stopped and began to fall in 2009, leaving
the city with large liabilities and declining revenues. As a result, officials were forced to take multiple
steps to manage the city’s debt burden: wastewater service rates more than doubled, and water
service rates increased by roughly 50 percent, which was in addition to a voter-approved 0.75
percent sales tax increase to limit further rate increases for water service. The city has since been
able to manage its debt burden, but the new costs for residents and businesses has been substantial.5
City staff costs also grew quickly during the past decade, led by law enforcement costs. The
addition of new officers doubled the annual operating budget from $1 million to $2 million, and the
city built a new justice center costing roughly $3.5 million. The city manager notes that Rifle had
been understaffed in law enforcement prior to surge in natural gas development, and that these
additions helped enable the city to provide more adequate law enforcement. He estimates that the
oil and gas workforce did not disproportionately increase crime rates, but did contribute to the need
for officers by driving population growth. Other major costs included upgrades to city streets (~$5
million over the decade) and a new park maintenance facility ($4 million, funded entirely by a
dedicated one percent sales tax increase).
The city also struggled with workforce retention associated with rising local wages, especially
among the street maintenance workforce, whose skills operating heavy machinery gave them ample
opportunities in the oil and gas sector. Additionally, the city was unable to afford the rising rates of
many local contractors for projects such as sidewalk construction or maintenance, as private
construction firms saw rising demand for oil- and gas-related projects.
Grants from DOLA helped manage many of these new costs, especially road and street repair.
But by far the dominant fiscal challenge for the city has been sewer and water infrastructure.
Overall, the city manager describes the surge in natural gas development in the mid-2000s as a net
benefit for Rifle’s fiscal health, as new businesses and buildings have boosted the city’s tax base far
above the levels of the early 2000s. However, the challenges during the middle part of the decade
were substantial, and local ratepayers have had to bear water and wastewater rate increases of 150
percent, plus additional sales taxes, to support the city’s ill-timed infrastructure expansion. As of
early 2015, the city’s central water tank has begun to fail, and repairs are likely to cost $5 to $6
million dollars. These upgrades will require additional city borrowing and rate increases for
residents.6

5

Based on interview with Rifle city manager Matt Sturgeon, Jan. 23 2014.

6

Based on email communication with Rifle city manager Matt Sturgeon, Jan. 29 2015.
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3.2.2 Grand Junction
Grand Junction also saw rapid growth during the mid-2000s, partly due to natural gas
development, but more importantly due to a boom in construction for new residents and secondhomeowners. Although the city is an hour’s drive from the heart of the producing region, a
substantial oil and gas workforce located in Grand Junction, which has roughly six times the
population of Rifle and offers amenities such as movie theaters, shopping centers, and other
attractions. A number of oilfield service firms such as Halliburton located their field headquarters in
Grand Junction, with dozens of trucks departing each morning towards the producing region.
Growth in population and economic activity, partly attributable to oil and gas development,
drove a large increase in revenue from 2003 through 2008. Sales and use tax revenue grew from $37
million to nearly $60 million during this period, and charges for services nearly doubled from $18.5
to $35 million. External grants for capital projects also grew during this period, increasing from $17
million to $64 million (Grand Junction Financial Operations Department 2002-2013). A substantial
share of these capital grants came from the DOLA energy impact program, which provided roughly
$10 million for a variety of infrastructure projects (Colorado Department of Local Affairs 2014). As
Figure 3-16 shows, revenues far outpaced expenditures in the middle part of the decade.
Figure 3-16: Grand Junction revenues, costs, and net assets
annual revenues/expenditures (millions)

$200
$180
$160
$140
$120
$100
$80
$60
$40
$20
$-

end of year net assets (millions)

$700

Total revenues
Total expenses
Ending net assets

$600
$500
$400
$300
$200
$100
$-

2002

2003

2004

2005

2006

2007

2008

2009

2010

2011

2012

2013

Data source: Grand Junction Financial Operations Department (2002-2013). Data includes transfers.

After this robust growth, the confluence of the national housing bust, financial crisis, and
declining natural gas prices drove city revenues down by roughly one third in 2009. Since that time,
revenues have slowly declined, and local officials report that they have struggled to maintain a
variety of services. In 2009, Grand Junction cut 82 staff positions across city departments, and has
added few back. Sales taxes declined to roughly $50 million in 2013 (17 percent below their 2008
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peak), and capital grants have fallen to a low of $7.5 million in 2013 from a peak of $64 million in
2008 (Grand Junction Financial Operations Department 2002-2013).
Despite these declines in revenue, Grand Junction did not have to make the kind of
investments in new water and wastewater infrastructure that have created long-term fiscal challenges
in Rifle. In addition, the relative size and diversity of Grand Junction’s economy has made it less
dependent on the oil and gas industry alone. While mining sales taxes have grown to represent over
20 percent of Rifle’s total sales tax base, Grand Junction relies on the mining sector for less than five
percent of its sales taxes, and these revenues have been less volatile for Grand Junction than for
Rifle.
There have been substantial oil- and gas-related costs for the city, but local officials estimate
that these costs have been more than offset by oil- and gas-related revenues. For example, heavy
trucks associated with oilfield service firms have caused damage to some city streets, but DOLA
energy impact grants coupled with industry-related tax revenues have been sufficient to manage
these costs. Grand Junction also increased its spending on municipal buildings, making upgrades to
city fire and police buildings that were in need of repair. Officials state that these upgrades would
not have been possible without the new revenues generated by the oil and gas industry.7
Overall, it appears that natural gas development provided a boost to city finances during the
mid-2000s, but those benefits have decreased substantially since 2008, the peak year of industryrelated revenues. Grand Junction has in recent years struggled to balance its budget, and while
revenues related to natural gas production have declined since 2008, other factors such as the bust in
the local housing market appear to have played a larger role. A number of oilfield service firms
continue to operate out of Grand Junction, generating government revenue that did not exist prior
to the expansion of large-scale natural gas activity in the area.
Unlike Rifle, which built infrastructure with the expectation of a doubling or tripling of
population, Grand Junction did not need to expand its water or wastewater services. Although oiland gas-related population growth was substantial, it had a smaller relative impact due to more
robust existing infrastructure designed to serve a larger population base. And while the city’s fiscal
health has deteriorated in the previous five years, local officials believe that the addition of new oil
and gas-related businesses and economic activity has helped it weather the more harmful downturn
in the housing market.

7

Based on interview with Mayor Sam Sasuras, city manager Rich Englehart, deputy city manager Tim Moore, and
financial operations director Jodi Romero, Nov. 12, 2013.
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3.2.3 Lessons
Volatile industry activity can create planning challenges. Economies that are heavilydependent on oil and gas development like Rifle face planning challenges associated with oftenvolatile industry activity and associated population growth. Larger cities with more diverse
economies such as Grand Junction may be less dramatically affected by such volatility.
Smaller communities face additional challenges. Because of its smaller size, relative
isolation, and location near the center of drilling activity, Rifle faced additional challenges due to
industry population growth concentrating within its borders. Simply put, a given increase in
population affects smaller cities more substantially than large ones.

4. Conclusion
This case study shows how extensive oil and gas development can present fiscal
opportunities and challenges for local governments. Those opportunities and challenges are not
uniform; indeed, they can vary substantially from county to county and from city to city.
Geographically isolated local governments with limited infrastructure capacity and limited
tax bases may face the greatest fiscal challenges associated with growth in oil and gas development.
One example is Rio Blanco County, which has a smaller tax base, is more geographically isolated,
and is more vulnerable to increased demands on county roads than its neighbor Garfield County. In
addition, Garfield County’s collaboration with oil and gas companies to maintain county roadways
has substantially limited costs, while Rio Blanco County has not established widespread
collaboration on this issue.
Another example is the city of Rifle, which when faced with a rapid increase in population
associated with the oil and gas industry, rapidly expanded its water and wastewater systems. Grand
Junction, a much larger city with a more diverse economic base, also experienced population growth,
but did not need to expand city services to such an extent. When a downturn in drilling activity
occurred in the late 2000s, the large population growth projected for Rifle did not materialize. As a
result, the city was faced with large fixed costs and a smaller-than-expected customer base. Rifle
residents approved new taxes to pay for this infrastructure, and the city was forced to increase water
and wastewater rates by 150 percent, creating substantial new costs for city residents.

4.1 Lessons for policy
•
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governments.
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Local government property taxes and sales taxes may not be sufficient to manage rapid
growth in population and heavy truck traffic associated with the oil and gas industry.
Therefore, state governments should prepare to share revenue to manage local fiscal
impacts, especially for geographically isolated regions with limited infrastructure.
State revenue sharing policies that offer flexibility in allocation of funds creates the
opportunity to direct oil- and gas-related revenue to the areas that are most in need.
Colorado’s Energy Impact Grant program provides this opportunity, but it appears that
further revenue may have been needed for geographically isolated communities such as Rifle
and Rio Blanco County.
Oil and gas activity can be volatile, and rapid increases or decreases in activity can create
planning challenges for local governments. Utilizing revenue from economic activity spurred
by oil and gas development in operating budgets or for lowering local tax rates can create
fiscal challenges when oil and gas activity slows. Instead, revenue from oil- and gas-related
activity may be best utilized in long-term capital projects that create opportunities for
economic diversification. However, assuming large debt based on expected industry growth
can lead to large fiscal burdens that ultimately will be borne by taxpayers.
State governments may be able to alleviate some of these challenges by holding a portion of
oil- and gas-related revenues such as severance taxes in a reserve account. These revenues
may be most valuable during “boom” times, which infrastructure demands are the greatest,
or during “bust” times, when local government revenues decrease but financial obligations
remain.
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6. Appendix A: Demographic traits and drilling activity
Table 6-1: Background demographics

5,187,582

Garfield
County
56,953

Rio Blanco
County
6,857

Grand
Junction
59,899

9,267

Percent female (2013)

50%

49%

48%

51%

49%

White (2013, not including Hispanic and Latino)

69%

69%

84%

82%

66%

High school degree or higher (2008-2012)

90%

85%

93%

90%

82%

Bachelor's degree or higher (2008-2012)

37%

25%

22%

29%

12%

Housing units (2013)
Per capita money income past 12 months
(2008-2012)
Median household income (2008-2012)

2,247,238

23,239

3,328

26,170

3,626

31,039

26,989

26,473

27,431

23,371

58,244

60,215

58,393

47,598

53,849

Persons below poverty level (2008-2012)

13%

11%

14%

16%

8%

103,642

2,948

3,221

38

6

50

19

2

1567

447

Statewide
Population (2012)

Land area (sq. miles)
Persons per square mile (2012)

Rifle

Data source: U.S. Census Bureau, 2014. http://quickfacts.census.gov/qfd/states/08/08103.html.

Table 6-2: Estimated annual population

2000

4,326,921

Garfield
County
44,257

2001

4,425,687

45,636

5,868

46,192

7,072

2002

4,490,406

46,925

5,951

47,223

7,340

2003

4,528,732

47,622

5,923

48,479

7,462

2004

4,575,013

48,193

6,007

49,776

7,608

2005

4,631,888

49,579

5,945

50,963

7,952

2006

4,720,423

51,594

6,176

52,660

8,329

2007

4,803,868

53,534

6,373

54,867

8,710

2008

4,889,730

55,449

6,522

56,537

9,106

2009

4,972,195

57,089

6,779

58,444

9,255

2010

5,049,071

56,139

6,620

59,104

9,153

2011

5,116,302

56,042

6,836

59,757

9,135

2012

5,187,582

56,953

6,857

59,899

9,267

2013

5,268,367

57,302

6,807

59,778

9,489

Statewide

Rio Blanco
County
5,986

Grand
Junction
45,652

6,909

Rifle

Source: U.S. Census, Intercensal population estimates. Accessed via
http://www.census.gov/popest/data/historical/index.html.
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Figure 6-1: Cumulative population growth, 2000=0
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Source: U.S. Census, Intercensal population estimates. Accessed via
http://www.census.gov/popest/data/historical/index.html.

Table 6-3: Well completions by county
Year
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013

Well completions
Garfield
Rio Blanco
146
155
274
280
414
783
1121
1447
2045
984
1082
923
741
357

67
65
73
93
98
117
202
196
301
244
344
249
130
90

Completions per 100 sq. miles
Garfield
Rio Blanco
5.0
5.3
9.3
9.5
14.0
26.6
38.0
49.1
69.4
33.4
36.7
31.3
24.7
12.1

2.1
2.0
2.3
2.9
3.0
3.6
6.3
6.1
9.3
7.6
10.7
7.7
3.9
2.8

Completions per 100 residents
Garfield
Rio Blanco
0.3
0.3
0.6
0.6
0.9
1.6
2.2
2.7
3.7
1.7
1.9
1.6
1.3
0.6

1.1
1.1
1.2
1.6
1.6
2.0
3.3
3.1
4.6
3.6
5.2
3.6
1.9
1.3

Data sources: DI Desktop for well completions. Accessed Feb. 9, 2015. U.S. Census for county area and population
estimates.
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Figure 6-2: Oil and gas employment as a percent of total employment
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Data source: U.S. Bureau of Labor Statistics via Headwaters Economics EPS-HDT System. Available online at
http://headwaterseconomics.org/tools/eps-hdt. Oil and gas employment categories include NAICS codes 2111 (oil and
gas extraction), 213111 (support activities for drilling oil and gas), 213112 (support activities for oil and gas operations),
and 237120 (oil and gas pipelines).

Figure 6-3: Rifle’s “Perfect Storm”

Source: Rifle city manager’s office, provided via email.
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7. Appendix B: Local government fiscal indicators
As we describe in Section 2.2, a substantial body of literature has examined how local
government financial data can help understand changing fiscal conditions over time. However, little
consensus exists as to which fiscal indicators are most useful, with a variety of indexes and formulae
created by various practitioners to assess local government fiscal health.
We compiled several indicators that are common to various methodologies, and present
them below for those interested in the issue. All data come from the relevant jurisdictions annual
audited financial statements and the U.S. Census Bureau (for population estimates).
Interestingly, the jurisdiction that displays the most favorable trends for most fiscal
indicators is Rio Blanco County. This contrasts with the experience we describe in the main body of
the paper, which focuses on Rio Blanco County’s inability to finance needed repairs to one particular
road affected by the oil and gas industry. Such a contrast demonstrates that quantitative data alone
may not be sufficient to explain the changing fiscal health of a government entity.
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Figure 7-1: Government revenue per capita ($2012), 2002=1
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Figure 7-2: Unrestricted net assets as a percentage of annual revenue
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Figure 7-3: End of year fund balance (all funds) as a percentage of annual revenues
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Figure 7-4: Intergovernmental revenue as a percentage of annual revenues
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Figure 7-5 Annual debt service payments as a percentage of annual revenues
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Figure 7-6 Annual ratio of revenues to expenditures
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Figure 7-7 Locally assessed property value growth ($2012), 2004=1
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Figure 7-8 Average county-wide property tax burden
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Note: includes property tax rates for county government and average rates of school districts, municipalities, and special
districts within the county.
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Figure 7-9 Sales tax base growth ($2012), 2002=1
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