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FINANCE OFFICE

CITY OF COLORADO SPRINGS

June 13, 2011

The Honorable Mayor and Members of City Council
City of Colorado Springs, Colorado

107 North Nevada Avenue

Colorado Springs, Colorado 80903

Dear Honorable Mayor and Members of City Council:

The Comprehensive Annual Financial Report of the City of Colorado Springs for the
fiscal year ended December 31, 2010, is hereby presented. State law requires that
every general-purpose local government publish a complete set of audited financial
statements within six months of the close of each fiscal year. This report fuffills this
requirement.

Management assumes full responsibility for the completeness and reliability of the
information contained in this report, based upon a comprehensive framework of
internal control established for this purpose. Because the cost of internal control
should not exceed anticipated benefits, the objective is to provide reasonable, rather
than absolute, assurance that the financial statements are free of any material
misstatements.

Bondi and Company, Certified Public Accountants, have issued an unqualified (“clean”)
opinion on the City of Colorado Springs’ financial statements for the year ended
December 31, 2010. The independent auditor’s report is located at the front of the
financial section of this report.

Generally accepted accounting principles (GAAP) require that management provide a
narrative introduction, overview and analysis to accompany the basic financial
statements in the form of Management'’s Discussion and Analysis (MD&A). This letter
of transmittal is designed to complement the MD&A and should be read in conjunction
with it. The MD&A can be found immediately following the report of the independent
auditors.

PROFILE OF THE CITY OF COLORADO SPRINGS

The City of Colorado Springs (the City) is a home-rule city, organized under provisions
of the Colorado constitution. On November 2, 2010, the eligible electors of the City

30 South Nevada Avenue, Suite 202 * TEL 719-385-5919 FAX 719-385-5295
Mailing Address: Post Office Box 1575, Mail Code 220 * Colorado Springs, Colorado 80901-1575



voted to amend the Charter to establish a “council-mayor” form of government having
as its elective officers a Mayor and City Council. Pursuant to this “council-mayor” form
of government, the Mayor of the City is the chief executive, exercising all administrative
and executive powers granted to the City, except as otherwise delegated by the City
Charter. The Mayor is elected every four years and is limited to two consecutive terms.
The Mayor is to be elected by a majority, and not a plurality, of votes cast for the office
of Mayor according to a run-off election.

Policy-making and legislative authority are vested in the governing council (Council)
consisting of the nine member all elected on a non-partisan basis. Council members
serve four-year terms. Three Council members are elected at large; the remaining
Council members are elected by district.

The City provides a full range of municipal government services to approximately
420,000 residents. These services include, but are not limited to, police and fire
protection, traffic and street construction and maintenance, parks, recreation, cultural
affairs, courts, planning and zoning, building and code enforcement, mass transit,
health and welfare, and economic development.

Additionally, the City owns and operates major enterprise activities that include electric
generation and distribution, natural gas distribution, waterworks, sewerage collection
and treatment, municipal airport, health system, parking facilities, golf courses, tourist
highway, cemeteries, a human services complex and a development review activity.

The Council also has significant control over several legally separate entities. These
entities are component units of the City and, accordingly, their financial data have been
included in this report. Those entities are the Colorado Springs Urban Renewal
Authority, Colorado Springs Downtown Development Authority and Greater Downtown
Colorado Springs, Briargate Center, Barnes & Powers North, Barnes & Powers South,
First & Main, First & Main North, First & Main No. 2, Interquest North, Interquest South,
and Powers & Woodmen Commercial Business Improvement Districts, all included as
Governmental-type component units. Public Authority for Colorado Energy, Fountain
Valley Authority, Aurora-Colorado Springs Joint Water Authority and Twin Lakes, Lake
Meredith, Colorado and Lake Henry Reservoir companies, and the Pikes Peak
Regional Communications Network are included as Business-type component units.
The Old Hire Police and Fire Pension plans are included as fiduciary activities.

LOCAL ECONOMY

Major industries located within the government’s boundaries or in close proximity
include manufacturers of computer hardware, computer software, insurance
companies, telecommunication providers, and several non-profit organizations. The
City also has a significant military presence with Peterson Air Force Base, the Air
Force Academy, Fort Carson Army Post, and Schriever Air Force Base located within
or in close proximity to the City.

Unemployment in the City increased during 2010 as it did throughout the nation. Prior
to the recent recession, unemployment was between 4%-6%. In 2010, unemployment
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at the end of the year was 10.3%. It is expected that unemployment will slowly decline
as the economy begins to recover.

LONG-TERM FINANCIAL PLANNING

Each year, City Council updates and approves the City’s Strategic Plan (the Plan).
The current Plan was approved in 2009 and encompasses the years 2010 through
2013. The Plan details five strategic prioritized goals:

Goal 1: City Services
Develop and implement fiscal sustainability policies to support core
services that proactively ensure the health, safety and welfare of our
citizens; attract, develop and retain a high performing municipal
workforce; and fund internal infrastructure needs.

Goal 2: Sustainable Growth
Encourage and make effective use of infill, mix-use, traditional
neighborhood development and redevelopment as well as employment
centers to take advantage of infrastructure and transportation systems,
maximize efficiencies in providing City services, and retain retail services
within City limits.

Goal 3: Economic Vitality
Through collaboration and partnership with City enterprises, other public
entities, private entities, and the military, support economic development
efforts that attract, retain and create quality jobs to ensure a diverse
economic base, a resilient and growing City tax base, and thriving
neighborhoods.

Goal 4: Quality of Life
Maximize resources that provide quality of life City services and
programs, including adherence to the aforementioned City Services,
Sustainable Growth and Economic Vitality Goals; enhancing
conveniences for our citizens; preserving environmental resources
including our natural landscape; and providing the art, cultural and
recreational amenities befitting the size and geographic location of
Colorado Springs.

Goal 5: Civic Engagement
Fully realize the talents and positive contributions of non-profits, private
and public entities, the military, civic leaders, political leaders, and
engaged citizens to develop a shared sense of community and help
achieve City Council’s vision.

City of Colorado Springs iii



FINANCIAL POLICIES

The financial policies that had a significant impact to the City’s financial statements this
year include:

e The City annually prepares a five-year capital improvement plan that is now
contained in the annual budget document.

e The City is limited by City Charter Amendment #3, “Taxpayers Bill of Rights” and
similar statewide constitutional amendments. These provisions limit the growth
of “fiscal year spending” as defined in the amendments. These amendments
also require voter approval for the issuance of general fund debt.

AWARDS AND ACKNOWLEDGEMENTS

The Government Financial Officers Association of the United States and Canada
(GFOA) awarded a Certificate of Achievement for Excellence in Financial Reporting to
the City for its comprehensive annual flnanC|aI report (CAFR) for the fiscal year ended
December 31, 2009. This was the 20™ consecutive year that the City has received this
prestigious award To receive this Certificate of Achievement award, the City must
publish an easily readable and effectively organized CAFR. This report must satisfy
both generally accepted accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our
current CAFR continues to meet the Certificate of Achievement Program’s
requirements and are submitting it to GFOA to determine its eligibility for another
cerificate.

The preparation of this report is due to the effective and dedicated efforts of the staff of
the Financial Services Division. Beyond these efforts, this report is representative of
the excellence of the financial processes existing in Colorado Springs City government.
Each department and agency of the City must be credited for the excellence of its
individual systems of financial administration. For the efforts of all of these people, we
wish to express our sincere gratitude.

@Wéz'w%‘ﬁ“g

Terri L. Velasquez
Financial and Administrative Services Director

W sé/'m(ﬁrow
Candice Bridgers
Financial Services Manager
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Certificate of
Achievement
for Excellence
in Financial
Reporting

Presented to

City of Colorado Springs
Colorado

For its Comprehensive Annual
Financial Report
for the Fiscal Year Ended
December 31, 2009

A Certificate of Achievement for Excellence in Financial
Reporting is presented by the Government Finance Officers
Association of the United States and Canada to
government units and public employee retirement
systems whose comprehensive annual financial
reports (CAFRs) achieve the highest
standards in government accounting
and financial reporting.

Executive Director
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CITY OF COLORADO SPRINGS, COLORADO

Steve Bach — Mayor

Top Row (left to right)

Brandy Williams — Councilmember At-Large
Scott Hente — Council President, District 1
Bernie Herpin — Councilmember District 4
Angela Dougan — Councilmember District 2

City of Colorado Springs

Bottom Row (left to right)

Val Snider — Councilmember At-Large

Lisa Czelatdko — Councilmember District 3

Merv Bennett — Councilmember At-Large

Jan Martin — Council President Pro Tem, At-Large
Tim Leigh — Councilmember At-Large
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BONDI & Co. ..c

44 INVERNESS DRIVE EAST (303) 799-6826 PHONE
ENGLEWOOD, COLORADO 80112 CERTIFIED PUBLIC ACCOUNTANTS (800) 250-9083 TOLL-FREE

- MANAGEMENT CONSULTANTS
www.bondico.com (303) 799-6926 FAX

Honorable Mayor and Members of the
City Council and Interim City Manager

City of Colorado Springs

Colorado Springs, Colorado

Independent Auditors’ Report

We have audited the accompanying financial statements of the governmental activities,
the business-type activities, the aggregate discretely presented component units, each
major fund, and the aggregate remaining fund information of the City of Colorado
Springs, Colorado (City), as of and for the year ended December 31, 2010, which
collectively comprise the City’s basic financial statements as listed in the table of contents.
These financial statements are the responsibility of the City’s management. Our
responsibility is to express opinions on these financial statements based on our audit. We
did not audit the financial statements of the Memorial Health Systems Fund or the
Colorado Springs Ultilities Fund, major enterprise funds that represent 93 percent of the
assets, 86 percent of the net assets, and 98 percent of the revenues for the City’s business-
type activities, nor did we audit the financial statements of the seven joint utility projects,
described in Note 1, which represent 100 percent of the assets, 99 percent of the net
assets, and 98 percent of the program revenues of the City’s discretely presented
proprietary fund component units. We also did not audit the Colorado Springs Urban
Renewal Authority, the Colorado Springs Downtown Development Authority, and the ten
business improvement districts, which are reported as and comprise in their entirety,
discretely presented governmental fund component units, as described in Note 1. Those
financial statements were audited by other auditors whose reports thereon have been
furnished to us, and our opinion, insofar as it relates to the amounts included for the
Memorial Health Systems Fund, the Colorado Springs Utilities Fund, the seven joint
utility projects, the Colorado Springs Urban Renewal Authority, the Colorado Springs
Downtown Development Authority and the ten business improvement districts, is based
on the reports of the other auditors.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. The
financial statements of the Memorial Health Systems Fund, the seven joint utilities
projects, the Colorado Springs Urban Renewal Authority, the Colorado Springs



Honorable Mayor and Members of the
City Council and Interim City Manager
City of Colorado Springs

Downtown Development Authority, and the ten business improvement districts were not
audited in accordance with Government Auditing Standards. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and the
significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit and the reports of the other auditors
provide a reasonable basis for our opinions.

In our opinion, based on our audit and the reports of the other auditors, the financial
statements referred to previously present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, the aggregate
discretely presented component units, each major fund, and the aggregate remaining fund
information of the City, as of December 31, 2010, and the respective changes in financial
position and, where applicable, cash flows thereof and the budgetary comparison for the
General Fund for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

As discussed in Note IV.G, Colorado Springs Utilities has adopted the provisions of
Governmental Accounting Standard Board (GASB) Statement No. 51 - Accounting and
Financial Reporting for Intangible Assets effective January 1, 2010.

In accordance with Government Auditing Standards, we have also issued our report, dated
June 13, 2011, on our consideration of the City’s internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts,
and grant agreements and other matters. The purpose of that report is to describe the
scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be considered in assessing the
results of our audit.

The Management’s Discussion and Analysis, the Schedule of Funding Progress, the
Schedule of Employer Contributions, and the Schedule of Funding Progress on pages 5-
20, 128, 129, and 130, respectively, are not a required part of the basic financial
statements but are supplementary information required by accounting principles
generally accepted in the United States of America. We and the other auditors have
applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the required
supplementary information. However, we did not audit the information and express no
opinion on it.



Honorable Mayor and Members of the
City Council and Interim City Manager
City of Colorado Springs

Our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise the City’s basic financial statements. The introductory section,
combining and individual _and the statistical section are
presented for purposes of add required part of the basic
financial statements. The comb ents and schedules listed
in the table of contents have b ures applied by us and
the other auditors in the audit , in our opinion, based
on our audit and the reports d in all material respects
in relation to the basic financ The introductory section
and statistical section have . procedures applied by us
and the other auditors in th fements, and accordingly, we
express no opinion on them.

'vaAJ-(

June 13, 2011 BONDI & Co. 1i.c
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MANAGEMENT’S DISCUSSION AND ANALYSIS

The following discussion and analysis of the City of Colorado Springs’ (the City)
financial performance provides an overview of the City’s financial activities for the
fiscal year ended December 31, 2010. Please read the information presented
here in conjunction with the transmittal letter, located at the front of this report,
and the City’s financial statements, which follow this section.

FINANCIAL HIGHLIGHTS

e On the government-wide financial statements, the assets of the City exceed
its liabilities at December 31, 2010, by $3,137,967,812 (net assets). Of this
amount, $686,574,413 was unrestricted net assets that may be used to meet
the government’s ongoing obligations to citizens and creditors.

e At December 31, 2010, the City’s governmental funds reported combined
ending fund balances of $90,217,640. Approximately 53% of this total
amount or $47,773,586 was unreserved, undesignated.

e The general fund, presented on a current financial resources basis, reported
a fund balance of $43,987,312 or 23.4% of total 2010 general fund
expenditures (excluding transfers out) and an unreserved, undesignated fund
balance of $29,945,650 or 16% of general fund expenditures (excluding
transfers out).

e The City’s total debt outstanding was $2,753,732,000 at December 31, 2010.
The key factor for this 22.2% increase over 2009 was the $644 million
issuance of new revenue bonds by Colorado Springs Utilities (Utilities).

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended as an introduction to the City’s basic
financial statements. The City’s basic financial statements are comprised of
three components: 1) government-wide financial statements, 2) fund financial
statements, and 3) notes to the financial statements. In addition to the basic
financial statements, this report also contains certain other supplementary
information.

GOVERNMENT-WIDE FINANCIAL STATEMENTS

The government-wide financial statements are designed to provide readers with
a broad overview of the City’s finances, in a manner similar to private-sector
business.

The statement of net assets presents information on all of the City’s assets and
liabilities, with the difference between the two reported as net assets. Over time,
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increases or decreases in net assets may serve as a useful indicator of whether
the financial position of the City is improving or deteriorating.

The statement of activities presents information showing how the City’s net
assets changed during 2010. All changes in net assets are reported as soon as
the underlying event giving rise to the change occurs, regardless of the timing of
related cash flows. Thus, revenues and expenses reported in this statement for
some items will result in cash flows in future fiscal periods.

Both of the government-wide financial statements distinguish governmental
activities that are functions of the City principally supported by taxes and
intergovernmental revenues and payments in lieu of taxes, from business-type
activities which are other functions that are intended to recover all or a significant
portion of their costs through user fees and charges.

Expenditures for governmental activities of the City are categorized generally as
general government, public safety, public works, health and welfare, culture and
recreation, urban redevelopment and housing, and economic development.
Taxes, intergovernmental revenues, and transfers of surplus revenue finance
most of these activities.

Expenditures for business-type activities of the City support the City’s water,
sewer, gas, and electricity system, health system, airport, downtown parking
facilities, golf courses, cemeteries, tourist highway, human services complex, and
development review program. User fees and charges finance most of these
activities.

The government-wide financial statements include not only the City itself, but
also other legally separate entities for which the City is financially accountable.
The component units of the City include several separate legal entities: Public
Authority for Colorado Energy, Fountain Valley Authority, Aurora-Colorado
Springs Joint Water Authority and several canal and reservoir companies: Twin
Lakes, Lake Meredith, Colorado and Lake Henry; and the Pikes Peak Regional
Communications Network and several business improvement districts: Colorado
Springs Urban Renewal Authority, Colorado Springs Downtown Development
Authority, Greater Downtown Colorado Springs, Briargate Center, Barnes &
Powers North, Barnes & Powers South, First & Main, First & Main North, First &
Main No. 2, Interquest North, Interquest South, and Powers & Woodmen
Commercial.

FUND FINANCIAL STATEMENTS

A fund is a grouping of related accounts used to maintain control over resources
that have been segregated for specific activities or objectives. The City, like
other state and local governments, uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements. All of the funds
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of the City can be divided into three categories: governmental funds, proprietary
funds, and fiduciary funds.

Governmental funds — Governmental funds are used to account for essentially
the same functions reported as governmental activities in the government-wide
financial statements. However, unlike the government-wide financial statements,
governmental fund financial statements focus on near-term inflows and outflows
of spendable resources, as well as on balances of spendable resources available
at the end of the fiscal year. Such information may be useful in evaluating a
government’s near-term financing requirements.

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

The City maintains several individual governmental funds. Information is
presented separately in the governmental fund balance sheet and in the
governmental fund statement of revenues, expenditures, and changes in fund
balances for the general fund which is considered to be a major fund. Data from
the other governmental funds are combined into a single, aggregated
presentation. Individual fund data for each of these non-major governmental
funds is provided in the form of combining statements elsewhere in this report.

The City adopts an annual appropriated budget for its governmental funds and
budgetary comparisons have been provided to demonstrate compliance with
these budgets.

Proprietary funds — The City maintains two different types of proprietary funds:
Enterprise funds, used to report the same functions presented as business-type
activities in the government-wide financial statements, and Internal Service
funds, used as an accounting device to accumulate and allocate costs internally
among the City’s various functions. The City uses internal service funds to
account for its fleet, printing, self-insurance and various other activities of the
City. Because these services predominantly benefit governmental rather than
business-type functions, they have been included within governmental activities
in the government-wide financial statements. However, the change in net assets
for internal service funds has been allocated between governmental activities
and business-type activities on the statement of activities.
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Proprietary fund financial statements provide the same type of information as the
government-wide financial statements, but with more detail. The proprietary fund
financial statements provide separate information for Colorado Springs Utilities
(Utilities), Memorial Health Systems (MHS), Colorado Springs Airport (Airport)
and Colorado Springs Parking System (Parking) which are all considered to be
major funds of the City. Conversely, both non-major enterprise funds and
internal service funds are combined into single, aggregated presentation in the
proprietary fund financial statements. Individual fund data for the non-major
enterprise funds and the internal service funds are provided in the form of
combining statements elsewhere in this report.

Fiduciary funds - Fiduciary funds are used to account for resources held for the
benefit of parties outside the government. Fiduciary funds are not reflected in the
government-wide financial statements because the resources of those funds are
not available to support the City’s own programs. The accounting used for
fiduciary funds is much like that used for proprietary funds. The basic fiduciary
fund financial statements are presented later in this report.

NOTES TO THE FINANCIAL STATEMENTS

The notes provide additional information essential to the full understanding of the
data provided in the government-wide and fund financial statements. The notes
to the financial statements can be found later in this report.

OTHER INFORMATION

In addition to the basic financial statements and accompanying notes, this report
also presents certain required supplementary information and other information
concerning the City’s progress in funding its obligation to provide pension
benefits to its employees. Required supplementary information can be found
later in this report. In addition, combining and individual fund statements and
schedules as well as statistical and other information can be found in this report.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net assets may serve over time as a useful indicator of the
government’s financial position. In the case of the City, assets exceeded
liabilities by $3.1 billion at the close of 2010 as compared to $3.0 billion at the
close of 2009.

By far the largest portion of the City’s net assets (74.5%) reflects its investment in
capital assets, less any related debt used to acquire those assets that is still
outstanding. The City uses these capital assets to provide services to citizens;
consequently, these assets are not available for future spending. Although the
City investment in capital assets is reported net of related debt, it should be
noted that the resources needed to repay this debt must be provided from other

8 City of Colorado Springs



sources, since capital assets themselves cannot be used to liquidate these
liabilities.

The following table reflects the condensed Statement of Net Assets for 2010 with
comparative information for 2009:

City of Colorado Springs
Net Assets (in 000's)
Governmental Business-type
Activities Activities Total
2010 2009 2010 2009 2010 2009

Current and other assets $184,281 $166,120 $1,487,849 $1,166,010 $1,672,131 $1,332,130
Capital assets 1,159,630 1,112,464 3,605,176 3,277,198 4,764,805 4,389,662

Total assets 1,343,911 1,278,584 5,093,025 4,443,208 6,436,936 5,721,792
Long-term liabilities 143,343 166,590 2,769,630 2,179,268 2,912,973 2,345,858
Other liabilities 83,405 70,217 302,590 300,509 385,995 370,726

Total liabilities 226,748 236,807 3,072,220 2,479,777 3,298,968 2,716,584
Net assets
Invested in capital assets,

net of related debt 1,036,479 977,962 1,302,422 1,331,520 2,338,902 2,309,482
Restricted 22,532 22,553 89,960 47,971 112,492 70,524
Unrestricted 58,152 41,262 628,423 583,940 686,574 625,202

Total net assets $1,117,163 $1,041,777 $2,020,805 $1,963,431 $3,137,968 $3,005,208

*immaterial differences may occur due to rounding

The City’s combined net assets were $3.1 billion at December 31, 2010, of which
$686.6 million was unrestricted. However, certain of these unrestricted funds are
designated for specific, future purposes such as encumbrances and subsequent
year expenditures.

The net assets of our business-type activities were $2.02 billion at December 31,
2010. However, these net assets can only be used to finance the continuing
operations of the utilities, health system, airport, downtown parking facilities, golf
courses, cemeteries, tourist highway, human services complex, development
review program, and stormwater. This amount cannot be used to make up for
any decrease reported in governmental activities.

The following table shows revenues and expenses for both governmental and
business-type activities for 2010 with comparative information for 2009:

City of Colorado Springs 9



City of Colorado Springs
Changes in Net Assets (in 000's)

Governmental Business-type
Activities Activities Total
2010 2009 2010 2009 2010 2009

Revenues:
Program revenues:

Charges for senvices $31,006 $30,955 $1,380,371 $1,337,190 $1,411,377 $1,368,145

Operating grants and

contributions 24,111 19,290 - - 24,111 19,290
Capital grants and
contributions 105,822 58,881 50,431 42,734 156,253 101,615

General revenues:

Property taxes 24,326 26,276 - - 24,326 26,276

Other taxes 151,936 146,767 - - 151,936 146,767

Investment eamings 1,735 2,675 30,445 44,280 32,180 46,955

Gain on sale of capital assets 573 1,517 - - 573 1,517

Contributions to endowments 79 85 - - 79 85
Total revenues 339,587 286,446 1,461,247 1,424,204 1,800,835 1,710,650
Expenses:

General government 46,363 56,678 - - 46,363 56,678

Public safety 150,429 145,664 - - 150,429 145,664

Public works 61,480 83,648 - - 61,480 83,648

Health and welfare 1,206 1,231 - - 1,206 1,231

Culture and recreation 21,616 25,192 - - 21,616 25,192

Urban redevelopment and housing 6,161 4,966 - - 6,161 4,966

Economic development 2,042 3,171 - - 2,042 3,171

Interest on long-term debt 5,631 5,392 - - 5,631 5,392

Utilities - - 796,132 725,181 796,132 725,181

MHS - - 540,440 555,196 540,440 555,196

Airport - - 25,342 25,469 25,342 25,469

Parking - - 3,089 4,014 3,089 4,014

Non-major Enterprises - - 16,213 23,269 16,213 23,269
Total expenses 294,928 325,942 1,381,216 1,333,129 1,676,144 1,659,071
Increase in net assets

before transfers 44,659 (39,497) 80,031 91,075 124,691 51,578
Transfers 30,727 26,110 (30,727) (26,110) - -
Increase in net assets 75,386 (13,386) 49,304 64,965 124,691 51,579
Net assets - beginning 1,041,777 1,054,328 1,963,431 1,655,740 3,005,207 2,710,068
Prior period adjustment - 835 8,070 242,726 8,070 243,561
Net assets - ending $1,117,163  $1,041,777 $2,020,805 $1,963,431 $3,137,968 $3,005,208

*immaterial differences may occur due to rounding

Overall, the City’s net assets increased during 2010 by $132.8 million. The
overall increase is due primarily to increased capital grant revenue for the
governmental activities coupled with a decrease in expenses. For the business-
type activities, there was an increase of $43.2 million for charges for service.

Governmental Activities

Revenue of the governmental activities was up from 2009 by $53.1 million due
primarily to increases in capital grants and contributions, which fluctuate greatly
from year to year. Expenses of the governmental activities were down $31
million from 2009 primarily due to conservative spending by City departments.

10 City of Colorado Springs



Expenses and Program Revenues - Governmental Activities
(in 000's)
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Business-type Activities

For business-type activities, Utilities operating revenues increased $53.8 million
or 7.2% from adjusted 2009 primarily due to increases in electric and water
revenue of $55.4 million and $20.1 million, respectively, offset by a decrease in
natural gas and wastewater revenue of $16 million and $4.8 million. Streetlight
revenue and products and services revenue decreased approximately $900,000.
Operating expenses in 2010 increased $33.7 million or 4.9% from adjusted 2009
primarily due to higher production and treatment expenses.

MHS had an increase in operating revenues of $7.6 million or 1.4% due to an
increase in net revenue per admission which offset the lower volume for the year.
Operating expenses for MHS increased by $12.2 million or 2.4% primarily due to
contracting with an outside group for outpatient cardiodiagnostic services and
salaries and wage increases.

Expenses and Program Revenues - Business-type Activities
(in 000's)
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Revenues by Activity - Business-type Activities

Airport Parking & Other
2% Non-Major
1%

MHS
39%

Utilities
58%

Revenues by Source - Business-type Activities

Capital Grants and
Contributions
3%

Investment Earnings
2%

Charges for Services
95%

City of Colorado Springs 13



FINANCIAL ANALYSIS OF THE GOVERNMENT’S FUNDS

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

Governmental Funds

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

As of the end of 2010, the City’s governmental funds reported total combined
fund balances of $90,217,640, of which approximately 53% ($47,773,586) is
unreserved and undesignated. The unreserved, dedicated portion of fund
balance is $21,662,090. The reserved portion of fund balance is committed to
debt service ($3,115,031), endowments ($10,121,692), and the TABOR
emergency reserve ($7,545,241).

The general fund is the principal operating fund of the City. At the end of 2010,
the general fund’s total fund balance was $43,987,312. The unreserved,
undesignated fund balance of the general fund was $29,945,650. As a measure
of the general fund’s liquidity, it may be useful to compare both total fund balance
and unreserved, undesignated fund balance to total fund expenditures (excluding
transfers out). Total fund balance represents 23.4% of total general fund
expenditures while unreserved, undesignated fund balance represents 16% of
total general fund expenditures.

Proprietary Funds

The City’s proprietary funds provide the same type of information found in the
government-wide financial statements, but in more detail. Unrestricted net
assets as of December 31, 2010 and 2009 for the proprietary funds, in
thousands, were as follows:

Unrestricted Net Assets (in 000s)

2010 2009 Variance
Utilities $245,828 $244,017 $1,811
MHS 342,736 297,576 45,160
Airport 25,220 25,207 13
Parking 7,923 6,946 977
Non-major enterprise funds 10,052 15,453 (5,401)
Internal service (104) (4,200) 4,096
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Other factors concerning the finances of these funds have already been
addressed in the discussion of the City’s business-type activities.

GENERAL FUND BUDGETARY HIGHLIGHTS

Maijor differences between the original budget and the final amended budget can
be briefly summarized as follows:

*= $1.11 million increase to partially restore some Parks, Recreation and
Cultural Services Departments services.

* $1.19 million increase for various City services that were not initially
funded such as the fall 2010 election and median and rights-of-way
maintenance.

= Other supplemental appropriations including carryover of project budgets
and encumbrances from the previous year totaled $3.34 million

Total revenues, excluding other financing sources, were $9.4 million higher than
the final budget due to revenue coming in stronger than anticipated. More
specifically, sales and use tax revenue was $9.8 million higher than projected
and State shared revenue was $910,914 higher than projected. Charges for
services including fines and forfeits were $863,823 million less than projected.
Total expenditures, excluding other financing uses, were $7.2 million less than
the final budget due to conservative spending by City departments.

CAPITAL ASSETS AND DEBT ADMINISTRATION
CAPITAL ASSETS

At the end of 2010, the City had $4.8 billion invested in a broad range of capital
assets and infrastructure (net of depreciation). This investment in capital assets
includes land, buildings and improvements, equipment and other vehicles, and
infrastructure (including streets, alleys, traffic signals and signs, bridges and
drainage systems). This amount represents a net increase (including additions
and deletions) of $375 million.

City of Colorado Springs

15



City of Colorado Springs
Capital Assets (in 000's)
(net of depreciation)

Governmental Business-type
Activities Activities Total
2010 2009 2010 2009 2010 2009

Land $265,271 $255,331 $191,745 $187,594 $457,016 $442,925
Buildings 96,478 100,659 76,463 79,852 172,941 180,511
Improvements other

than buildings 39,156 39,107 126,124 131,846 165,280 170,953
Machinery and

equipment 42,711 46,970 10,929 9,741 53,639 56,711
Infrastructure 557,899 566,032 25,496 25,925 583,395 591,957
Utilities plant - - 2,529,539 2,295,781 2,529,539 2,295,781
MHS plant - - 324,463 344,735 324,463 344,735
Constructionin

progress 158,115 104,365 298,594 201,724 456,710 306,089
Intangible Capital Assets - - 21,823 - 21,823 -
Total $1,159,630 $1,112,464 $3,605,176  $3,277,198 $4,764,806  $4,389,662

*immaterial differences may occur due to rounding

Major changes to capital assets for 2010 include:

In 2010, Utilities capital expenditures totaled $425.1 million. Capital expenditures
included approximately $306.2 million for the electric system, of which $209
million was for the acquisition of the Front Range 480 MW natural gas fired
combined cycle facility; $15.6 million for the natural gas system; $61.2 million for
the water system which included the Southern Delivery System and $32.2 million
for the wastewater system. In addition, approximately $9.9 million was spent on
facilities, technology additions and enhancements to telecommunications,
computing and applications infrastructure.

MHS acquired $9.6 million of capital assets during 2010 consisting of primarily
upgrades to medical equipment.

In 2010, donated assets from Pikes Peak Rural Transportation Authority were
included in the asset information in the amount of $24.1 million as well as
developer donated infrastructure of $22.3 million.

Additional information on the City’s capital assets is presented in Note IV. G. in
the notes to the financial statements.
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LONG-TERM DEBT

The following schedule provides the debt outstanding at the end of 2010 and

2009:
City of Colorado Springs
Outstanding Debt (in 000's)
Governmental Business-type
Activities Activities Totals
2010 2009 2010 2009 2010 2009

General obligation bonds $16,980 $18,050 $ - $ $16,980 $18,050
Sales tax revenue bonds 37,280 43,615 - 37,280 43,615
Certificates of participation 47,575 49,135 47,575 49,135
Special assessment

bonds and notes - 111 - - 11
Revenue bonds $2,550,918  $2,044,188 2,550,918 2,044,188
Notes payable - - 100,979 98,022 100,979 98,022
Total $101,835  $110,911 $2,651,897 $2,142,210  $2,753,732  $2,253,121

During 2010, the City issued new debt to finance capital projects or to refinance
current debt for lower interest rates and reduced debt service payments. The
key events in the City’s debt include the following:

e The Cottonwood GID, a blended component unit of the City, issued $3.9
million in limited tax general obligation refunding bonds, Series 2010, to
refund the Cottonwood GID limited tax general obligation bonds, Series

1998.

e During 2010, Utilities issued $139,835,000 Utilities System Revenue and
Taxable Utilities System Improvement Revenue Bonds, Series 2010A,
$180,000,000 Utilities System Revenue and Taxable Utilities System
Improvement Revenue Bonds, Series 2010B, $50,000,000 Variable Rate
Demand Utilities System Improvement Revenue Bonds, Series 2010C,
and $273,855,000 Utilities System Revenue Bonds, Series 2010D.

The City’s latest bond ratings are as follows:

City of Colorado Springs
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City of Colorado Springs
Bond and Certificate Ratings
As of 4/29/2011

Bond / COP Issue Type
Utility System Revenue Bonds
Memorial Health System Bonds

Series 2000
Series 2002

Series 2004B
Series 2009

Sales and Use Tax Revenue Bonds

Series 2007
Series 2009

Certificates of Participation
Series 1999
Series 2000
Series 2003
Series 2009

Parking System Revenue Bonds

Series 1999
Series 2006

Airport Revenue Bonds
Series 2002A

Series 2007B
Series 2007A

Insurer

N/A

N/A
FSA
Ambac
N/A

MBIA

Assured Guaranty

MBIA
FSA
N/A

Assured Guaranty

Ambac

Ambac

FSA
FSA
FSA

Insurer
Rating

N/A

N/A
Aa3
Caa2
N/A

B3
Aa3

B3
Aa3
N/A
Aa3

Caa2
Caa2

Aa3
Aa3
Aa3

Underlying
Rating

Aa2

Aa3
Aa3

Al
Aa3

Aa3

N/A
N/A

A3
A3
A3

Insurer
Rating

N/A

N/A
AA+
N/A
N/A

AA+

AA+
N/A
AA+

N/A
N/A

AA+
AA+
AA+

S&P

Underlying
Rating

AA

bl b

AA+
AA+

AA-
AA-
N/A

N/A
N/A

>R

Insurer
Rating

N/A

N/A
N/A
N/A
N/A

N/A
AA-

N/A
N/A
N/A
N/A

N/A
N/A

AA+
AA+
AA+

Underlying
Rating

AA

N/A
N/A
N/A
N/A

N/A
N/A

N/A
N/A
N/A
N/A

N/A
N/A

i b

The current debt limitation for the City is $493.8 million or 10% of the assessed
property valuation. The City has no outstanding general obligation debt as it

relates to this debt limit. The general obligation debt shown in the financial

statements relate to City’s blended component units.

Additional information on the City’s long-term debt is presented in Note IV. J. in
the notes to the financial statements.

18

City of Colorado Springs




ECONOMIC FACTORS
LOCAL ECONOMIC INDICATORS

During 2010, the City experienced a slight improvement in the local economy.
The number of single family permits issued in 2010 was 22.9% higher than 2009.
The 2010 median and average home sales prices for the region increased by
3.1% and 4.4% over 2009, respectively. Foreclosures also declined by
approximately 11.8%. However, the local unemployment rate increased by 7.9%
in 2010 and the number of commercial permits issued declined by 33%.

Local Economic Indicators

2010 2009 Change

Annual MSA Unemployment Rate o o o
(NSA) 9.6% 8.9% 7.9%
Annual MSA Employment (NSA) 280,303 285,192 -1.7% @
Single Family Permits 826 672 22.9% AN
Commercial Permits 523 781 -33.0% Ny
Avg. Sales Price $232,939 $223,143 4.4% AN
(Pikes Peak Region)

Median Sales Price $198,500 $192,500 3.1% ¢
(Pikes Peak Region)

Foreclosures 4,828 5,471 -11.8% AN

Note: /N Indicates favorable change W indicates unfavorable

SALES AND USE TAX REVENUE

The City’s general fund sales and use tax revenue was up $3.7 million or 3.4%
from the same period in 2009 due primarily to a rebound in consumer spending.
While we are seeing an improvement, sales and use tax revenue is still $12.1
million or 9.5% lower than the 2007 pre-recession levels.

City sales and use tax collections are primarily dependent upon the level of local
economic activity, consumer confidence, and tourist activity.

City of Colorado Springs



General Fund
Sales and Use Tax Revenue
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REQUEST FOR INFORMATION

This financial report is designed to provide our citizens, taxpayers, customers,
investors and creditors with a general overview of the City’s finances and to show
the City’s accountability for the money it receives. If you have questions about
this report or need additional financial information, contact the Financial and
Administrative Services Director at City of Colorado Springs, 30 S. Nevada
Avenue, Suite 205, Colorado Springs, Colorado, 80903.
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STATEMENT OF NET ASSETS
December 31, 2010

CITY OF COLORADO SPRINGS

COLORADO
Exhibit 1

ASSETS

Cash and investments
Receivables (net of allowance
for uncollectibles)
Due from primary government
Inventories
Prepaids
Derivative instruments
Deferred cash flow hedges - unrealized
loss on derivative instruments
Other
Restricted assets (temporarily):
Cash and investments
Investment in joint ventures
Capital assets (net of accumulated
depreciation):
Land
Buildings
Improvements other than buildings
Machinery and equipment
Infrastructure
Utility plant
MHS plant
Construction in progress

Intangible Capital assets (net of accumulated

depreciation):
Land Rights
Software
Unamortized bond issuance costs

Total assets

LIABILITIES

Accounts payable and

other liabilities
Funds held for others
Accrued interest payable
Internal balances
Unearned revenue
Noncurrent liabilities:

Due within one year

Due in more than one year

Total liabilities

NET ASSETS

Invested in capital assets, net of
related debt
Restricted for:
Debt service
Endowments:
Expendable
Nonexpendable
Emergency reserve (TABOR)
Judgments and Claims
Other
Unrestricted

Total net assets (deficit)

Primary Government

Component Units

Governmental Business-type Governmental Business-type
Activities Activities Total Activities Activities
$92,609,810 $491,001,175 $583,610,985 $1,498,183 $2,613,524
77,211,326 202,850,644 280,061,970 12,448,807 7,063,880
- - - - 1,659,203
1,012,330 59,900,127 60,912,457 - 60,909
276,729 23,745,000 24,021,729 21,122 573,338,757 -
- 2,955,000 2,955,000 - -
- 168,585,000 168,585,000 - -
- 86,747,346 86,747,346 - 332,022
11,547,779 423,094,965 434,642,744 5,621,292 8,355,962
- 2,238,654 2,238,654 - -
265,271,193 191,745,073 457,016,266 - -
96,477,950 76,463,089 172,941,039 - -
39,156,038 126,124,410 165,280,448 2,444,055 -
42,710,645 10,928,554 53,639,199 53,335 -
557,899,115 25,495,556 583,394,671 19,603,496 -
- 2,529,539,000 2,529,539,000 - 70,947,694
- 324,463,000 324,463,000 - -
158,115,446 298,594,165 456,709,611 11,294,811 75,769
- 11,164,000 11,164,000 - -
- 10,659,000 10,659,000 - -
1,622,305 26,731,409 28,353,714 2,376,686 4,988,904
1,343,910,666 5,093,025,167 6,436,935,833 55,361,787 669,336,624
32,081,793 163,749,963 195,831,756 185,480 239,757
5,266,720 - 5,266,720 - -
963,561 12,273,427 13,236,988 531,342 5,318,063
(1,477,762) 1,477,762 - - -
31,577,757 1,176,007 32,753,764 5,085,134 5,352,751
14,992,200 123,913,663 138,905,863 1,423,318 8,737,760
143,343,384 2,769,629,546 2,912,972,930 85,052,834 690,211,657
226,747,653 3,072,220,368 3,298,968,021 92,278,108 709,859,988
1,036,479,446 1,302,421,603 2,338,901,049 (2,725,037) (1,401,158)
3,115,031 89,829,386 92,944,417 8,747,809 3,156,623
343,735 - 343,735 - -
9,777,957 - 9,777,957 - -
7,545,241 - 7,545,241 69,075 -
1,750,000 - 1,750,000 - -
- 131,000 131,000 3,919 -
58,151,603 628,422,810 686,574,413 (43,012,087) (42,278,829)
$1,117,163,013 $2,020,804,799 $3,137,967,812 ($36,916,321)  ($40,523,364)

The notes to the financial statements are an integral part of this statement.
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GOVERNMENTAL FUNDS CITY OF COLORADO SPRINGS
BALANCE SHEET COLORADO
December 31, 2010 Exhibit 3
Non-Major Total
General Gover tal Gover |
Fund Funds Funds
ASSETS
Cash and investments $44,008,658 $38,376,792 $82,385,450
Accounts receivable (net of allowance for uncollectibles) 3,034,901 12,675,144 15,710,045
Sales tax receivable 12,478,394 3,307,857 15,786,251
Loans receivable 854,981 19,485,891 20,340,872
Assessments receivable 21,445 - 21,445
Property taxes receivable
Current 20,708,538 3,789,513 24,498,051
Delinquent 97,882 - 97,882
Due from other funds 6,296,489 2,193 6,298,682
Prepaids 217,842 - 217,842
Restricted investments 2,454,674 9,093,105 11,547,779
Total assets 90,173,804 86,730,495 176,904,299
LIABILITIES AND FUND BALANCES
Liabilities
Accounts payable 6,334,410 3,457,616 9,792,026
Funds held for others 5,266,720 - 5,266,720
Accrued salaries and benefits 2,720,899 527,597 3,248,496
Due to other funds 1,995,820 6,813,965 8,809,785
Escrow deposits 7,239,723 481,319 7,721,042
Deferred revenue
Loans 854,981 19,485,891 20,340,872
Assessments 21,445 - 21,445
Property taxes 20,708,538 3,789,513 24,498,051
Grants - 5,944,266 5,944,266
Unearned revenue 1,043,956 - 1,043,956
Total liabilities 46,186,492 40,500,167 86,686,659
Fund balances
Reserved for
Debt service 2,363,369 751,662 3,115,031
Endowments - 10,121,692 10,121,692
Emergency reserve 7,545,241 - 7,545,241
Unreserved, designated for, reported in:
Encumbrances
General fund 2,303,918 - 2,303,918
Special revenue funds - 994,316 994,316
Capital projects funds - 403,069 403,069
Subsequent year expenditures
General fund 1,829,134 - 1,829,134
Special revenue funds - 9,994,780 9,994,780
Capital projects funds - 6,136,873 6,136,873
Unreserved, undesignated, reported in:
General fund 29,945,650 - 29,945,650
Special revenue funds - 17,827,936 17,827,936
Total fund balances 43,987,312 46,230,328 90,217,640
Total liabilities and fund balances $90,173,804 $86,730,495
Amounts reported for governmental activities in the statement of net
assets are different because:
Capital assets used in governmental activities are not financial
resources and, therefore, are not reported in the funds. 1,159,381,470
Loans and assessments - current receivables are not
available to pay for current-period expenditures and, therefore, are
deferred in the funds. 20,340,872
Interest on investments that is not available to pay for current-period
expenditures is not reported in the funds. 636,862
Internal service funds are used by management to charge the costs of
fleet, support services, and insurance to individual funds.
The assets and liabilities of the internal service funds are included
in governmental activities in the statement of net assets. 3,470,611
Long-term liabilities, including bonds payable, are not due and payable
in current period and, therefore, are not reported in the funds. (156,884,442)

Net assets of governmental activities

The notes to the financial statements are an integral part of this statement.
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GOVERNMENTAL FUNDS CITY OF COLORADO SPRINGS
STATEMENT OF REVENUES, EXPENDITURES COLORADO
AND CHANGES IN FUND BALANCES Exhibit 4
For the year ended December 31, 2010
Non-Major Total
General Governmental Governmental
Fund Funds Funds
Revenues
Taxes $139,106,817 $37,282,092 $176,388,909
Licenses and permits 798,583 - 798,583
Intergovernmental 19,896,605 65,308,292 85,204,897
Charges for services 22,023,690 2,755,833 24,779,523
Endowments and donations - 1,680,204 1,680,204
Other revenue 1,640,518 1,349,467 2,989,985
Investment earnings 402,235 1,420,200 1,822,435
Rental income 723,937 - 723,937
Total revenues 184,592,385 109,796,088 294,388,473
Expenditures
Current
General government 41,156,426 1,047,529 42,203,955
Public safety 113,264,744 28,073,588 141,338,332
Public works 16,474,323 16,948,932 33,423,255
Health and welfare 1,214,390 - 1,214,390
Culture and recreation 8,164,298 12,915,464 21,079,762
Urban redevelopment and housing 257,497 5,825,462 6,082,959
Economic development - 2,056,965 2,056,965
Miscellaneous - 1,077,315 1,077,315
Debt service
Principal 1,791,237 10,643,946 12,435,183
Interest 2,267,833 3,543,244 5,811,077
Issuance expense - 77,358 77,358
Capital outlay 3,087,481 38,303,420 41,390,901
Total expenditures 187,678,229 120,513,223 308,191,452
Deficiency of revenues
under expenditures (3,085,844) (10,717,135) (13,802,979)
Other financing sources (uses)
Transfers - in 32,800,306 14,054,692 46,854,998
Transfers - out (14,054,692) (2,073,145) (16,127,837)
Proceeds from issuance of debt - 3,900,000 3,900,000
Payment to bond escrow agent - (4,221,551) (4,221,551)
Premium on bonds issued - 201,552 201,552
Capital lease proceeds 1,337,000 - 1,337,000
Sale of capital assets 572,919 - 572,919
Total other financing sources 20,655,533 11,861,548 32,517,081
Net change in fund balances 17,569,689 1,144,413 18,714,102
Fund balances - January 1 26,417,623 45,085,915 71,503,538
Fund balances - December 31 $43,987,312 $46,230,328 $90,217,640

The notes to the financial statements are an integral part of this statement.
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RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES CITY OF COLORADO SPRINGS
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS COLORADO
TO THE STATEMENT OF ACTIVITIES Exhibit 5
For the year ended December 31, 2010

Net change in fund balances - total governmental funds $18,714,102
Amounts reported for governmental activities in the statement of activities are different because:

Governmental funds report capital outlays as expenditures. However, in the

statement of activities the cost of those assets is allocated over their estimated

useful lives and reported as depreciation expense. This is the amount by which

capital outlays exceeded depreciation in the current period. 2,547,286

The net effect of various miscellaneous transactions involving capital assets
(i.e., sales, trade-ins, and donations) is to increase net assets. 44,609,274

The issuance of long-term debt (i.e., bonds, leases) provides current financial

resources to governmental funds, while the repayment of the principal of long-term

debt consumes the current financial resources of governmental funds. Neither

transaction, however, has any effect on net assets. Also, governmental funds

report the effect of issuance costs, premiums, discounts, and similar items when

debt is first issued, whereas these amounts are deferred and amortized in the

statement of activities. This amount is the net effect of these differences in the

treatment of long-term debt and related items. 12,902,177

Some expenses reported in the statement of activities do not require the use of
current financial resources and, therefore, are not reported as expenditures in
governmental funds. (4,760,804)

Revenues in the statement of activities that do not provide current financial resources
are not reported as revenues in the funds. (811,062)

Internal service funds are used by management to charge the costs of fleet

management, insurance, and other services to individual funds. The net

revenue of certain activities of internal service funds is reported with governmental

activities. 2,185,295

Change in net assets of governmental activities $75,386,268

The notes to the financial statements are a<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>