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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.
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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)
<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>